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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

USA MOBILITY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

December 31 March 31,

2005 2006
(In thousands)
(Unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 37547 $ 76,29.
Accounts receivable, n 38,17 33,55¢
Prepaid rent, expenses and ol 10,66( 12,12
Deferred income taxe 18,89¢ 18,56
Total current asse 105,27¢ 140,53¢
Property and equipment, r 127,80: 117,96t
Goodwill 149,47¢ 149,47¢
Intangible asset 40,654 36,45(
Deferred income taxe 207,15( 206,01!
Other asset 3,43( 3,27¢
TOTAL ASSETS $ 633,79¢ $653,72:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current maturities of lor-term debt $ 13 % 1
Accounts payable and other accrued liabili 65,71¢ 63,59"
Customer deposi 3,10¢ 2,90¢
Deferred revenu 17,92 19,08¢
Total current liabilities 86,76( 85,59:
Other lon¢-term liabilities 14,04( 22,21t
TOTAL LIABILITIES $ 100,80( $ 107,80¢
Stockholder equity:
Preferred stoc — —
Common stocl 3 3
Additional paic-in capital 521,29¢ 521,95¢
Retained earning 11,69: 23,95"
TOTAL STOCKHOLDERYS EQUITY 532,99: 545,91¢
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 633,79¢ $653,72:

The accompanying notes are an integral part ofehg@saudited condensed consolidated financial statgsn
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USA MOBILITY, INC.
CONDENSED CONSOLIDATED INCOME STATEMENTS

Three Months Ended March 31,

2005 2006
(In thousands, except share and per share amoun
(Unaudited)
Revenue

Service, rental and maintenance, net of serviogitsi $ 159,15( $ 128,76:
Product sale 6,527 6,131
Total revenue 165,67 134,89:.

Operating expense
Cost of products sol 1,27¢ 78€
Service, rental and maintenar 56,45( 48,09:
Selling and marketin 10,46: 11,05¢
General and administrati 49,65t 36,14
Depreciation, amortization and accret 40,59¢ 18,79¢
Severance and restructuri 5,13 17C
Total operating expens 163,57¢ 115,04
Operating incom: 2,09¢ 19,84¢
Interest income (expense), | (1,219 54¢
Loss on extinguishment of lo-term deb! (5949 —
Other income 137 62
Income before income tax exper 42¢ 20,46(
Income tax expens (297 (8,195
Net income $ 137 $ 12,26
Basic net income per common sh $ 0.01 $ 0.4£
Diluted net income per common shi $ 0.01 $ 0.4¢
Basic weighted average common shares outstal 27,108,03 27,397,30
Diluted weighted average common shares outstar 27,320,21 27,503,23

The accompanying notes are an integral part of¢hgsaudited condensed consolidated financial stetdsn
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USA MOBILITY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended

March 31,
2005 2006
(Unaudited and in
thousands)
Cash flows from operating activitie
Net income $ 137 $12,26¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation, amortization and accret 40,59¢ 18,79¢
Deferred income tax expense (bene (1,397 1,46/
Loss on extinguishment of lo-term deb 594 —
Amortization of deferred financing cos 50¢& —
Deferred stock compensati 1,38t 683
Provisions for doubtful accounts and service cg& 7,00¢ 5,04¢
Gain (loss) on disposals of property and equipr (26) 37
Changes in assets and liabiliti
Accounts receivabl (3,089 (507)
Prepaid rent, expenses and ol (4,86 (1,039
Intangibles and other lo-term asset (46) 104
Accounts payable and accrued expel (9,709 (2,259
Customer deposits and deferred reve (1,499 96&
Other lon¢-term liabilities 1,464 7,50¢
Net cash provided by operating activit 31,07¢ 43,06¢
Cash flows from investing activitie
Purchases of property and equipm (2,569 (4,429
Proceeds from disposals of property and equipt 25 32
Receipts of lon-term note receivabl 10z 80
Net cash used in investing activit| (2,431 (4,310
Cash flows from financing activitie
Repayment of lor-term deb (38,526) (12)
Net cash used in financing activiti (38,526) (12
Net increase (decrease) in cash and cash equis (9,884 38,74t
Cash and cash equivalents, beginning of pe 46,99¢ 37,545
Cash and cash equivalents, end of pe $37,11.  $76,29:
Supplemental disclosure:
Interest paic $ 1367 $ —

The accompanying notes are an integral part oféhgsaudited condensed consolidated financial stetdsn
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USA MOBILITY, INC.

UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

(1) Preparation of Interim Financial Statements- The condensed consolidated financial statementkSé¢
Mobility, Inc. (“USA Mobility” or the “Company”) hae been prepared in accordance with the rulesegudations
of the U.S. Securities and Exchange Commission C'$EAmounts shown on the condensed consolidatednie
statements within the Operating Expense categofiesst of products sold; service, rental and negiahce; selling
and marketing; and general and administrativeezerded exclusive of depreciation, amortization acetetion,
and severance and restructuring charges. These @&sshown separately on the condensed consadlinhateme
statements within Operating Expenses.

The financial information included herein, otheartithe consolidated balance sheet as of Decemb&005,
has been prepared without audit. The consolidaddhbe sheet at December 31, 2005 has been démwvedbut
does not include all the disclosures containethimaudited consolidated financial statementsHeryear ended
December 31, 2005. In the opinion of managemeasgtunaudited statements include all adjustmentseeruals
that are necessary for a fair presentation ofekalts of all interim periods reported herein. @djustments are of a
normal recurring nature.

These condensed consolidated financial statembkatsdsbe read in conjunction with the consoliddtadncial
statements and accompanying notes included in U8Bily’s Annual Report on Form 10-K for the yearded
December 31, 2005. The results of operations ®irtterim periods presented are not necessarilgatide of the
results that may be expected for a full year.

(2) Business— USA Mobility is a leading provider of wireless magig in the United States. Currently, U
Mobility provides one-way and two-way messaging/ges. One-way messaging consists of numeric and
alphanumeric messaging services. Numeric messagivires enable subscribers to receive messagem¢ha
composed entirely of numbers, such as a phone nunvhie alphanumeric messages may include nundoets
letters, which enable subscribers to receive teedsages. Two-way messaging services enable subrsaibsend
and receive messages to and from other wirelessagesgy devices, including pagers, personal digsalstants and
personal computers. USA Mobility also offers voiail, personalized greeting, message storage aneviad and
equipment loss and/or maintenance protection tb boé-way and two-way messaging subscribers. Témsices
are commonly referred to as wireless messagindrdadnation services.

(3) Risks and Other Important Factors- Based on current and anticipated levels of djmrs, USA
Mobility’s management believes that the Compangsaash provided by operating activities, togethign cash on
hand, should be adequate to meet its cash requiterfor the foreseeable future.

In the event that net cash provided by operatiniyiies and cash on hand are not sufficient to nfieteire 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, resenay 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 timmaanner 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.

(4) Goodwill and Other Intangible Assets- Goodwill of $149.5 million at March 31, 2006 wéted from the
purchase accounting related to the November 200genef Arch Wireless, Inc. and subsidiaries (“Adcand
Metrocall Holdings, Inc. and subsidiaries (“Metrtdga The Company’s operations consists of one répg unit to
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

evaluate goodwill. Goodwill is not amortized, bsieivaluated for impairment annually. The Compars/dedected
the fourth quarter to perform its annual impairmigst. Other intangible assets were recorded lav&hie at the da
of acquisition and amortized over periods genenahging from one to five years. Aggregate amotitzeexpense
for intangible assets for the three months endetM3al1, 2005 and 2006 was $7.1 million and $4.2ioni|
respectively.

The Company did not record any impairments of lowgd assets, intangible assets or goodwill infitss
guarter of 2005 or 2006, respectively. The Compamgquired to evaluate goodwill of a reportingtdar
impairment at least annually and between annutd tean event occurs or circumstances changeatbatd more
likely than not reduce the fair value of the repatunit below its carrying amount. (For this eatlan the
Company as a whole is considered the reporting)ubéclines in the Company’s stock price impactdakeulation
of fair value of the reporting unit for purposesloit evaluation. Should the Company’s stock pcigetinue to
decline and/or the carrying value of the reporting increase, there is a reasonable possibilay ahmaterial
impairment to goodwill could occur.

Amortizable intangible assets are comprised ofaHewing at March 31, 2006 (dollars in thousands):

Useful Life Gross Carrying Accumulated
(in years) Amount Amortization Net Balance
Purchased subscriber i 5 % 68,59! $ (33,200 $ 35,39¢
Purchased Federal Communications Commission
(“FCC") licenses 5 3,52¢ (2,506 1,02(
Other 1 68 (32) 37

$ 72,187 $ (35,73) $ 36,45(

(5) Accounts Payable and Other Accrued Liabilities Accounts payable and other accrued liabilitiessist
of the following (dollars in thousands):

December 31, 200 March 31, 2006

Accounts payabl $ 3,632 % 3,66¢
Accrued compensation and bene 12,33: 13,92
Accrued network cost 6,96( 6,46¢
Accrued taxe! 28,89! 28,32:
Accrued severance and restructur 1,85¢ 42¢
Accrued othe 12,04¢ 10,79¢
Total accounts payable and other accrued liatsl $ 65,71¢  $ 63,59'

Accrued taxes are based on the Company’s estiniaigtgtanding state and local taxes. This balanag pe
adjusted in the future as the Company settles wéthous taxing jurisdictions.

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

* General — At December 31, 2005 and March 31, 2006, thexe\27,215,493 and 27,344,033 shares of
common stock outstanding and no shares of prefstoedk outstanding, respectively. In addition, atrivh 31
2006, there were 269,139 shares of common stoekved for issuance from time to time to satisfyeyah
unsecured claims under the Arch plan of reorgaiozaEor financial reporting purposes, the numbdestares
reserved for issuance under the Arch plan of reoegdion have been included in the Company’s regbrt
outstanding share balant
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

At March 31, 2006 there were 1,981 options fullgteel and exercisable. These options were exeriidddy,
2006.

In connection with and prior to the 2004 mergeAath and Metrocall, the Company established the
USA Mobility, Inc. Equity Incentive Plan (“Equityl&n”). Under the Equity Plan, the Company has thitg to
issue up to 1,878,976 shares of its common stoekdible employees and non-employee members &ated of
Directors in the form of stock options, restricgtdck, stock grants or units. Restricted sharesdadaunder the
plan entitle the shareholder to all rights of comnstock ownership except that the shares may nsolde
transferred, exchanged, or otherwise disposed rirfigithe restriction period, which will be determathby the
Compensation Committee of the Board of DirectorthefCompany.

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 restrictazksfiche
vesting date for the initial two-thirds of the méstied shares for each eligible employee is Janligp07, and the
remainder will vest ratably over the course oftie&t year, such that as of January 1, 2008, 1008teofestricted
stock awards would be fully vested. The Companyl uise fair value based method of accounting forativard and
will ratably amortize the $2.8 million to expensesothe vesting period. A total of $0.4 million wiasluded in
stock based compensation for the three months evidech 31, 2006, in relation to these shares.

Any unvested shares granted under the Equity Rafodeited if the participant terminates employmeith
USA Mobility. In 2005, 15,835 shares were forfeitdd of March 31, 2006, there were 58,764 remaisinares
scheduled to vest on January 1, 2007; and 29,388ining shares are scheduled to vest ratably tieecdurse of
the following year, such that all shares awardedsaheduled to fully vest by January 1, 2008.

Additionally, on February 1, 2006, the Company alear127,548 shares of restricted stock to certajibke
employees. The vesting date for the restrictedeshiarJanuary 1, 2009. The Company used the fhie\mmsed
method of accounting for the award and will ratadatyortize the $3.6 million to expense over theiaggperiod. A
total of $0.2 million was included in stock basednpensation for the three months ended March 316,26
relation to these shares.

Any unvested shares granted under the Incentive &k forfeited if the participant terminates enyptent
with USA Mobility. As of March 31, 2006, there wet@7,548 shares scheduled to fully vest by JaniaPp09.

On January 1, 2006 the Company implemented thdgioms of Statement of Financial Accounting Staddar
(“SFAS") No. 123R Shared Based PaymgiiSFAS 123R”). The implementation of SFAS 123R Juating the
cumulative effect of changes in expense attribytitich not have a material impact on the Comparniparicial
position or results of operations. The Companyfbswed the modified prospective transition eleati

In lieu of cash payments for directors’ fees earsiade the date of the merger on November 16, 200dugh
December 31, 2005, two directors elected to recaitegal of 4,476 unrestricted shares of the Comgarommon
stock during June, August and October 2005 andaigr2006, based upon the fair market value of aesbf
common stock at the date of issuance. The Compasyskued 964 shares for fees earned during thieegeaded
March 31, 2006.
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

* Earnings per Shar — Basic earnings per share is computed on the lofishe weighted average common
shares outstanding. Diluted earnings per sharenguated on the basis of the weighted average common
shares outstanding plus the effect of outstandimcksoptions using the “treasury stock” method. The
components of basic and diluted earnings per share as follows (in thousands, except share andhmre

amounts)
Three Months Ended March 31,
2005 2006
Net income $ 137§ 12,26¢
Weighted average shares of common stock outstal 27,108,03 27,397,30
Dilutive effect of:

Options to purchase common stock and restrictexk: 212,17¢ 105,92
Weighted average shares of common stock and consinck equivalent 27,320,21 27,503,23
Earnings per shar

Basic $ 001 $ 0.4¢

Diluted $ 001 $ 0.4¢

(7) Revenue Recognition- Revenue consists primarily of monthly servicd agntal fees charged to
customers on a monthly, quarterly, semi-annuahoual basis. Revenue also includes the sale ofag#ssdevices
directly to customers and other companies thatlrdseCompany’s services. In accordance with ttovisions of
Emerging Issues Task Force (“EITF”) Issue No. 00Rdvenue Arrangements with Multiple Deliverahl@&ITF
No. 0(-21"), the Company evaluated these revenue arraegenand determined that two separate units of
accounting exist, messaging service revenue ardlipt@ale revenue. Accordingly, the Company recemi
messaging service revenue over the period thecgeiviperformed and revenue from product salescisgnized at
the time of shipment. The Company recognizes rexeviien four basic criteria have been met: (1) Eise
evidence of an arrangement exists, (2) deliverydtasirred or services rendered, (3) the fee isiforedeterminable
and (4) collectibility is reasonably assured. Amisuilled but not meeting these recognition critexie deferred
until all four criteria have been met. The Comphag a variety of billing arrangements with its onsérs resulting
in deferred revenue in advance billing and accoreusivable 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 serviowiged, the geographic area covered, the numbéedtes
provided to the customer and the period of commitméoice mail, personalized greeting and equipnhesg
maintenance protection may be added to either ohemway messaging services, as applicable, fadtditional
monthly fee. Equipment loss protection allows subses who lease devices to limit their cost oflaepment upon
loss or destruction of a messaging device. Maimeaaervices are offered to subscribers who owin deeice.

(8) Stock Based Compensatier Compensation expense associated with optionsesstdcted stock was
recognized in accordance with the fair value piiovis of SFAS No. 123R, over the instruments’ vesperiod.
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
The following table reflects the income statemard Items that include the $1.4 million and $0.Tiom of stock
based compensation for the three months ended Nadr,cPO05 and 2006, respectively (in thousands):

Three Months
Ended March 31,

2005 2006
Service, rental and maintenance expe $ 97 $81
Selling and marketing expen 60 171
General and administrative expel 1,22¢ 431
Total stock based compensat $1,385  $68:
(9) Severance and Restructuring- At March 31, 2006, the balance of the liabilitgs as follows (in
thousands):
Remaining
Balance at Liability at
December 31, 200 Charges in 200¢ Cash Paic March 31, 2006
Lease obligation cos $ — 3 7¢  $ (170 % —
Severance cos 1,85¢€ — (1,439 427
Total $ 1,85¢ $ 17¢  $ (1,607 % 428

The balance of this accrued liability will be paidring 2006.

(10) Settlement Agreements- During the three months ended March 31, 20065 Qbmpany reached a
settlement agreement with a vendor for roamingitsdald by USA Mobility and recorded a $1.5 milliceduction
to service, rental and maintenance expenses ®cé#sh consideration. The Company will also utiéidéditional
benefits of $0.5 million over the next 58 monthdJ&A Mobility customers incur roaming charges oa Wlendor’'s
network.

(11) Income Taxes— USA Mobility accounts for income taxes under liability method of SFAS No. 109,
Accounting for Income Tax, (“SFAS 109”). Deferred income tax assets andllteds are determined based on the
difference between the financial statement andhto®unting for income tax bases of assets anditiebj given the
provisions of enacted laws. The Company would ghe valuation allowance against deferred incomasaets if
based on available evidence, it is more likely thanthat the deferred income tax assets wouldeoealized.

USA Mobility evaluates the recoverability of itsfdered income tax assets on an ongoing basis. 3$esamel
is required to determine whether, based on allabvi@ evidence, it is more likely than not thataIUSA Mobility’s
net deferred income tax assets will be realizefdtire periods. Management continues to believeatoation
allowance is required.

The evaluation of the recoverability of the defdrigcome tax assets is based on historical evidehce
profitability since emerging from bankruptcy an@ t8ompany’s projections of increased profitabiditya result of
anticipated cost synergies made available throhgliNbvember 2004 merger. To the extent that thete@ated
cost synergies are not realized, or the Compangable to generate sufficient revenue and projestad future
revenue are adjusted downward, a partial, orVallyation allowance of these assets may be required

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

(12) Related Party Transactions— Two of USA Mobility’s directors, effective November 16, 2004, alsoes
as directors for entities from which the Compargsks transmission tower sites. During the threetimsanded
March 31, 2005 and 2006, the Company paid $4.9amifind $0.8 million, and $4.5 million and $4.5 lioit,
respectively, to these two landlords for rent exgesrthat are included in service, rental and mémee expenses.
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USA MOBILITY, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Each director has recused himself from any disonssdr decisions by the Company on matters relatinige
respective vendor for which he serves as a director

(13) Segment Reporting— USA Mobility believes it currently has two opérey segments: domestic
operations and international operations, but nomeple segments, as international operationsnamsaierial to the
consolidated entity.

(14) New Accounting Pronouncements No new accounting pronouncements have beendgbaé are
expected to materially impact the Company'’s results

(15) Commitments and Contingencies In August 2005, USA Mobility, through a subsigiaentered into a
Master Antenna Site Lease agreement (the “Mastase<s’) with a subsidiary of Global Signal, Inc. [¢&al
Signal”) under which USA Mobility and/ats affiliates may lease space for their equipneentommunications sit
currently and subsequently owned, managed or ldas&lobal Signal. The new Master Leases were tfleas of
July 1, 2005 and expire on December 31, 2008. UtideMaster Leases, USA Mobility may locate up &pacifiec
maximum number of transmitters on Global Signatassfor a fixed monthly fee. The fixed monthly féecreases
periodically over time from approximately $1.6 nat in July 2005 to approximately $1.0 million peonth 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 effectidanuary 1, 2006 and expires on December 31, 2010fiXed
monthly fee decreases periodically over time frdrb$million per month in January 2006 to $0.9 railliper month
in 2010.

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

Forward-Looking Statements

This quarterly report contains forwalabking statements and information relating to US8bility, Inc. and its
subsidiaries (“USA Mobility” or the “Company”) thatre based on management’s beliefs as well as assums
made by and information currently available to nggamaent. These statements are made pursuant taftheagbor
provisions of the Private Securities Litigation Bref Act of 1995. Statements that are predictivedture, that
depend upon or refer to future events or conditionshat include words such as “anticipate”, “be&”, “estimate”,
“expect”, “intend” and similar expressions, as thelate to USA Mobility, Inc. or its management éoevard-
looking statements. Although these statementsasedupon assumptions management considers rekesahaly
are subject to certain risks, uncertainties andrapions, including, but not limited to, those farstset forth within
this “Management’s Discussion and Analysis of FziahCondition and Results of Operations” (“MD&Aand
within “Item 1A. Risk Factors” of Part Il of thisuarterly report. Should one or more of these raksncertainties
materialize, or should underlying assumptions piiagerrect, actual results or outcomes may varyenilty from
those described herein as anticipated, believeéitha&ed, expected or intended. Investors are caeticmot to place
undue reliance on these forward-looking statemevtigch speak only as of their respective dates. Wibility
undertakes no obligation to update or revise anydod-looking statements. All subsequent writteroi@ forward-
looking statements attributable to the Companyess@ns acting on its behalf are expressly qualifigtieir entirety
by the discussion under “ltem 1A. Risk FactorsPatt Il of this quarterly report.

Overview

The following discussion and analysis should bel ieaconjunction with USA Mobility’s condensed
consolidated financial statements and related ramtds‘ltem 1A. Risk Factors” of Part I, which debe key risks
associated with the Company’s operations and imglusd the following subsections of the “Managetizen
Discussion and Analysis of Financial Condition &w®bults of Operations” section of the Compan¥hnual Repor
on Form 10-K for the fiscal year ended December2BD5: “Overview,” “Results of Operations,” “Liquitgt and
Capital Resources,” “Inflation” and “Application @fritical Accounting Policies.”

Integration

USA Mobility believes that the combination of Aritfiireless, Inc. and subsidiaries (“Arch”) and Mettlbc
Holdings, Inc. and subsidiaries (“Metrocall”) in iamber 2004 provided the Company with stronger atpeg and
financial results than either company could haveea@d separately, by reducing overall costs whidgeCompany’s
revenue continues to decline sequentially.

Since the merger, the Company has undertaken isignifintegration and consolidation activities. 3&e
activities have included management and staff réalus and reorganizations, network rationalizatod
consolidation and changes in operational systerosegses and procedures. Such changes are dedwzibed

Sales and Marketing
USA Mobility markets and distributes its servicksough a direct sales force and a small indirdeissiarce.

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 apdhgoent
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 comens. As of
March 31, 2006, USA Mobility sales personnel wermaked in approximately 95 offices in 36 statesulghout the
United States. In addition, the Company maintagegl corporate sales groups focused on natiarsihéss
accounts; federal government accounts; advancetdess services; systems sales applications; tetgiaued other
product offerings.

Indirect. Within the indirect channel, the Company congaeith and invoices an intermediary for airtime
services. The intermediary or “reseller” in turnrkedts, sells and provides customer service to tideuser. There
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is no contractual relationship that exists betwe&a Mobility and the end subscriber. Therefore,rafiag costs
per unit to provide these services are lower thasd required in the direct distribution channadlifect units in
service typically have lower average monthly reveepar unit than direct units in service. The ratefzich
subscribers disconnect service in the indirectibiistion channel has been higher than the rateresqueed with
direct customers and USA Mobility expects this datinue in the foreseeable future.

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

As of As of
March 31, As of December 31 March 31,
2005 2005 2006
Units % Units % Units %
(Units in thousands)
Direct 4,79C 82% 4,18: 86% 4,00z 86%
Indirect 1,066 18%  70:& 14% 63z 14%
Total 5,85¢ 10(% 4,88¢ 10C% 4,63¢ 10C(%

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@birarea covered, the number of devices providete
customer and the period of commitment. Voice npaalsonalized greeting and equipment loss and/anterzénce
protection may be added to either one or two-wagsaging services, as applicable, for an additiovalithly fee.
Equipment loss protection allows subscribers wlagdedevices to limit their cost of replacement upss or
destruction of a messaging device. Maintenancecsnare offered to subscribers who own their devic

A subscriber to one-way messaging services magtsedeerage on a local, regional or nationwide d&sbest
meet their messaging needs. Local coverage genethlvs the subscriber to receive messages wittamall
geographic area, such as a city. Regional coveabm®s a subscriber to receive messages in a larger;, which
may include a large portion of a state or sometigresps of states. Nationwide coverage allows 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 ofG@loenpany’s one-way and two-way units in service at
specified dates:

As of As of
March 31, As of December 31 March 31,
2005 2005 2006
Units % Units % Units %
(Units in thousands)
One-way messagin 5,357 91% 4,43¢ 91% 4,214 91%
Two-way messagin 501 9% 447 9% 42C %
Total 5,85¢ 10(% 4,88¢ 10C% 4,63¢ 10(%

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

As of As of
March 31, As of December 31, March 31,
2005 2005 2006
Units % Units % Units %
(Units in thousands)
Owned and lease 4,568 78% 3,76 T7% 3,628 78%
Owned by subscribe 225 4% 421 9% 37¢ 8%
Owned by indirect customers or their subscril 1,06¢ 18%  70¢ 14% 631 14%
Total 5,85¢ 10C% 4,88¢ 10C% 4,634 10C%

USA Mobility derives the majority of its revenuesih fixed monthly or other periodic fees charged to
subscribers for wireless messaging services. Saeshdre 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 ghayer unit. The number of units in service charge®d on
subscribers added, referred to as gross placenesdssubscriber cancellations, or disconnects nehef gross
placements and disconnects is commonly referred tret gains or losses of units in service. Thelatssnumber ¢
gross placements as well as the number of grossplants relative to average units in service iaréod, referred
to as the gross placement rate, is monitored oorahty basis. Disconnects are also monitored oroathly 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 maimt&curring
revenues and to control operating expenses.

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

For the Three Months Ended

March 31, 2005 December 31, 200! March 31, 2006
Gross Gross Gross
Placement: Disconnect: Placement: Disconnect: Placement: Disconnect:
(Units in thousands)
Direct 16€ 37¢ 14z 301 12z 304
Indirect 114 24t 41 11z 28 10C
Total 28( 624 18- 413 151 404

The demand for one-way and two-way messaging ss\declined during the three months ended March 31,
2006, and USA Mobility believes demand will contnto decline for the foreseeable future.

The other factor that contributes to revenue, witazh to the number of units in service, is thentidy charge
per unit. As previously discussed, the monthly ghds dependent on the subscriber’s service, erfagegographic
coverage, whether the subscriber leases or ownadiseaging device and the number of units the mestbas on
his or her account. The ratio of revenues for #openo the average units in service for the sam@gecommonly
referred to as average revenue per unit (“ARP$"g key revenue measurement as it indicates whistbiethly
charges for similar services and distribution cl@s@are increasing or decreasing. ARPU by distidnuthannel an
messaging service are monitored regularly. Thefolg table sets forth USA Mobility’s ARPU by diitution
channel for the periods stated.

For the Three Months Ended
March 31, December 31 March 31,

2005 2005 2006
Direct $ 972 % 957 $ 9.4
Indirect $ 40¢ $ 506 $ 4.8¢
Consolidatec $ 866 $ 89C $ 8.8C

While ARPU for similar services and distributionactmels is indicative of changes in monthly chaayes the
revenue rate applicable to new subscribers, thasorement on a consolidated basis is affectedusralefactors,
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most notably the mix of units in service. Grosserayes decreased year over year, and the Compaagtexpture
sequential quarterly revenues to decline. The @seréen consolidated ARPU for the quarter ended Madc 2006
from the quarters ended March 31, 2005 and DeceBthet005, was due primarily to the change in casitjom of
the Company’s customer base as the percentagatsfiuservice attributable to larger customersticnres to
increase. The change in ARPU in the direct distidmuchannel is the most significant indicator affie-related
changes in the Company’s revenues. USA Mobilityeexp that ARPU for its direct units in service wd#cline in
future periods.

USA Mobility’s revenues were $165.7 million and €13 million for the quarters ended March 31, 2008 a
2006, respectively. Certain of the Company’s opegagxpenses are especially important to overadeaze control;
these operating expenses are categorized as follows

« Service, rental and maintenancé hese are expenses associated with the opeddtthbe 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 Mobilitiyect 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 customecegiwrentory management,
billing, collections, bad debts and other admiaiste functions

USA Mobility reviews the percentages of these ofiegeexpenses to revenues on a regular basis. theeigh
the operating expenses are classified as desalt@ee, expense controls are also performed by sepeategory. |
the period ended March 31, 2006, approximately %500 the expenses referred to above were incurrérée
expense categories: payroll and related experszse payments for transmitter locations; and tel@enications
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
technical staff, customer service, collections mventory on a monthly basis. The Company alsoesgsithe desig
and physical locations of functional groups to awmusly improve efficiency, to simplify organizatial structures
and to minimize the number of physical locatiornacg the merger on November 16, 2004, the Compasy h
reduced its employee base from 2,844 full time eajant employees (“FTES”) at the time of the merget,589
FTEs at March 31, 2006. While these staff redustioave resulted in significant severance expetises,
Company’s on-going cost of payroll and related eggs will be reduced.

Lease payments for transmitter locations are lgrdependent on the Company’s messaging networks.
USA Mobility operates local, regional and nationaiohe-way and two-way messaging networks. Theseonles
each require locations on which to place transnsitteceivers and antennae. Generally, lease pagrasnincurred
for each transmitter location. Therefore, leasenpayts for transmitter locations are highly dependarthe number
of transmitters, which, in turn, is dependent amlamber of networks. In addition, these expensesmlly do not
vary directly with the number of subscribers ontsim service, which is detrimental to the Comparperating
margin as revenues decline. In order to reducesttpense, USA Mobility has an active program tosodidate the
number of networks and thus transmitter locatiertsch the Company refers to as network rationalirat

Telecommunications expenses are incurred to int@ect USA Mobility’s messaging networks and to jpdev
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®iin 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 tmelrau of units in service, which could cause telewamications
expense to vary regardless of the number of umisgivice. In addition, certain phone numbers USA
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Mobility provides to its customers may have a usag@ponent based on the number and duration &f tathe
subscriber’'s messaging device. Telecommunicatigpsreses do not necessarily vary in direct relatign® units
in service. Therefore, based on the factors digzhabove, efforts are underway to review and retklephone
circuit inventories and capacities and to redueentiimber of transmitter and office locations atahithe Company
operates.

The total of USA Mobility’s cost of products sokkrvice, rental and maintenance; selling and misdgesind
general and administrative expenses was $117.®mdihd $96.1 million for the three months endedd’a81,
2005 and 2006, respectively. Since the Compang¥edithe demand for, and the Company’s revenues froe-
way and twoway messaging will continue to decline in futur@dars, expense reductions will be necessary ier
for USA Mobility to mitigate the financial impacf euch revenue declines. However, there can besswrance that
the Company will be able to maintain margins oregate net cash from operating activities.

Results of Operations
Comparison of the Results of Operations for the BerMonths Ended March 31, 2005 and 2006

Three Months Ended March 31,

2005 2006 Change Betweer
% of % of __ 2005 and 200¢_
Amount  Revenu¢ Amount Revenut¢ Amount %
(Dollars in thousands)
Revenues
Service, rental and maintenar $159,15( 96.1% $128,76: 95.5% $(30,389 (19.1)%
Product sale 6,527 3.8 6,131 4.5 (396) (6.1)
$165,67° 100.% $134,89: 100.% $(30,78% (18.6%
Selected operating expens
Cost of products sol 1,27¢ 0.8 78€ 0.€ (4939 (38.5
Service, rental and maintenar 56,45(  34.1 48,09: 35.7 (8,35¢ (14.9)
Selling and marketin 10,46: 6.3 11,05¢ 8.2 597 5.7
General and administrati\ 49,65¢  30.C 36,14 26.€ (13,519 (27.2)
$117,84t  71.1% $ 96,07¢ 71.2% $(21,76%) (18.5%
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Revenues

Service, rental and maintenance revenues congisaply of recurring fees associated with the psown of
messaging services and rental of leased unitsuBtadles consist primarily of revenues associaittthe sale of
devices and charges for leased devices that aretuwhed. The decrease in revenues reflects ttreakse in
demand for the Company’s wireless services.

Three Months
Ended March 31,
2005 2006
(Dollars in thousands)

Service, rental and maintenance reven

Paging:
Direct:
One-way messagin $113,30( $ 92,09¢
Two-way messagin 29,48 23,79«
$142,78.  $115,89:
Indirect:
One-way messagin $ 11,26 $ 7,74
Two-way messagin 2,54¢ 2,03¢
$ 13,807 $ 9,78(
Total Paging
One-way messagin $124,56. $ 99,84:
Two-way messagin 32,025 25,83:
156,58¢ 125,67
Non-Paging revenu 2,562 3,08¢
Total service, rental and maintenance revel $159,15(  $128,76:

The table below sets forth units in service angiserrevenues, the changes in each between the itiwaths
ended March 31, 2005 and 2006 and the change @muevassociated with differences in the numbeni$ in
service and ARPU.

Units in Service Revenues
As of March 31, Three Months Ended March 31, Change Due to:
2005 2006 Change 2005(a) 2006(a) Change ARPU Units
(Units in thousands) (Dollars in thousands)
One-way messagin 5357 4,21 (1,147 $124,56. $ 99,84! $(24,72() $ 2,13t $(26,85¢)
Two-way messagin 501 42( (81) 32,027 25,83: (6,195 (1,142 (5,053
Total 5,85¢ 4,63¢ (1,224 $156,58¢ $125,67: $(30,919) $ 99€ $(31,91))

(&) 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 deelior the foreseeable future, which would resulteiductions in
service revenue due to the lower number of subsigiand 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 $0.5 million decredsethe three months ended March 31, 2006 wagdugarily
to a reduction in product sales.

16




Table of Contents

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

Three Months Ended March 31,

2005 2006 Change Betweer
% of % of 2005 and 200¢
Amount  Revenue¢ Amount  Revenu¢ Amount %
(Dollars in thousands)
Lease payments for transmitter locatit $33,04: 19.9% $26,09¢ 19.2% $(6,947) (21.0%
Telecommunications related expen 10,28¢ 6.2 9,09¢ 6.7 (1,187 (11.5
Payroll and related expens 8,91¢ 5.4 7,04¢ 5.2 (1,869 (21.0
Stock based compensati 97 0.1 81 0.1 (16) (16.5)
Other 4,111 2.5 5,76 4.3 1,65¢ 40.c
Total $56,45( 34.1% $48,09: 35.7% $(8,35¢) (14.%

As illustrated in the table above, service, reatal maintenance expenses decreased $8.4 millibh.8% fron
2005.

Following is a discussion of each significant itiksted above:

* Lease payments for transmitter locatic— The decrease of $6.9 million in lease paymemtsr&nsmitter
locations is primarily due to the rationalizationfoch’s two-way network and renegotiated masteste
agreements. As discussed earlier, the combined @aynipas deconstructed one of its two-way netwonkk a
has begun to rationalize its om&y networks. In addition, lease payments are stibjeunderlying obligatior
contained in each lease agreement. Leases maystohpayments for multiple sets of transmittergéeana
structures or network infrastructures on a pardicslte. In some cases, USA Mobility removes onppgion
of the equipment to which the lease payment relatader these circumstances, reduction of futune 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. The Compasybgotiated two master lease agreements (“MLA& t
cover approximately 26% of its transmitters. ThigkeAs provide for a maximum monthly rental for adick
number of sites that can decline over time. Thekdd/have allowed the Company to reduce its lease
payment expense as its network rationalizationinaaes.

 Telecommunications related expensesThe decrease of $1.2 million in telecommunicatimriated expenst
is due to the consolidation of one-way and two-wagworks. Continued reductions in these expensasddh
occur as the Compa’s networks continue to be consolidated through606z

« Payroll and related expens — Payroll consists largely of field technicianglaheir 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 netwotlke Company operates rather than the numberitsfian
service on its networks. Payroll for this categdegreased $1.9 million due primarily to a reduction
headcount. Total FTEs declined by 114 from 491 FatBdarch 31, 2005 to 377 FTEs at March 31, 2

« Stock based compensatien Stock based compensation consists primarilyradréization of compensation
expense associated with restricted common stocloptidns issued to certain members of managemeht an
the board of directors, and the compensation assicated with a long-term management incentive. glae
decrease for the quarter ended March 31, 200@ctsfthe vesting of Metrocall options in May 2008set by
grants on June 7, 2005 (103,937 shares) and Fghtuao06 (127,548 shares) to management that vest
through various periods until December 31, 2(

Selling and Marketing. Selling and marketing expenses consist primafilyayroll and related expenses.
Selling and marketing payroll and related expemmsagased $0.6 million or 5.7% over 2005. Whil@t&iTEs
declined by 71 from 539 FTEs at March 31, 200588 BTEs at March 31, 2006, the Company has launahed
major initiative to reposition the Company and refe the marketing goals. The sales and marketaifysse all
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involved in selling the Company’s paging produgtd aervices on a nationwide basis as well as negaither
wireless products and services such as cellulangghand email devices under authorized agent agrégem

General and Administrative.General and administrative expenses consisteofafowing significant

components:
Three Months Ended March 31,
2005 2006 Change Betweer
% of %of  __2005and 2006
Amount  Revenue¢ Amount  Revenue¢ Amount %
(Dollars in thousands)
Payroll and related expens $18,67" 11.% $12,33( 9.1% $ (6,347 (34.0%
Stock based compensati 1,22¢ 0.7 431 0.3 (797) (64.9
Bad debt 1,52 0.6 1,79(C 1.3 265 17.Z
Facility expense 6,111 3.7 4,10¢ 3.C (2,007 (32.9)
Telecommunication 2,89¢ 1.7 2,24¢ 1.7 (650) (22.9)
Outside service 6,76¢ 4.1 6,41¢ 4.8 (349 (5.9
Taxes and permil 5,30¢ 3.2 4,14¢ 3.1 (1,160 (21.¢)
Other 7,137 4.3 4,671 3.5 (2,466) (34.6)
Total $49,65¢ 30.(% $36,14: 26.8% $(13,519) (27.2%

As illustrated in the table above, general and adstrative expenses decreased $13.5 million froen th
period ended March 31, 2005 due primarily to headtoeductions and office closures since the inctusf
Metrocall operations. The percentages of theseresqseto revenue also decreased, primarily dueetéotlowing:

* Payroll and related expens — Payroll and related expenses include employeesstomer service,
inventory, collections, finance and other backaaffunctions as well as executive management. €hmedse
in this expense was due primarily to a reductioheadcount since the Metrocall merger. Total gérzara
administration FTEs decreased by 407 from 1,13dath 31, 2005 to 744 FTEs at March 31, 2006. USA
Mobility anticipates continued staffing reductichaing 2006; however the most significant reduction
occurred throughout 200

« Stock based compensatien Stock based compensation consists primarilyradréization of compensation
expense associated with restricted common stocloptions issued to certain members of managemeht an
the board of directors, and the compensation @siciated with a long-term management incentive. flae
decrease for the quarter ended March 31, 200@gctsfthe vesting of Metrocall options in May 2008set by
grants on June 7, 2005 (103,937 shares) and Fghtua®06 (127,548 shares) to management that vest
through various periods until December 31, 2(

» Telecommunications— The decrease of $0.7 million in telecommuniaatiexpense reflects continued office
reductions as USA Mobility continues to streamiitseoperations, particularly as a result of thdusmon of
Metrocall operations

* Outside services— Outside services consists primarily of cost®eisged with printing and mailing invoices,
outsourced customer service, temporary help aridusprofessional fees. The slight decrease in 2096
due primarily to a reduction in temporary help effby an increase in professional service f

» Taxes and permits— Taxes and permits consist of property, franghéaées and use and gross receipts taxes.
The decrease in taxes and permits of $1.2 milsamainly due to lower sales and use tax expense of
$0.8 million and lower gross receipts taxes of $aidion.

* Other expenses— Other expenses consist primarily of postageexmiess mail costs associated with the
shipping and receipt of messaging devices of $ilibbm repairs and maintenance associated withmater
hardware and software of $0.8 million, insuranc&hf million and other expenses of $1.7 milliotiet
decreased primarily due to declines in orders €umnd changes in transportation methods for shisvand
returns.
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Depreciation, Amortization and AccretiorDepreciation, amortization and accretion expedseseased to
$18.8 million for the period ended March 31, 2008 $40.6 million for the same period in 2005. Teerease we
primarily due to $6.4 million of fully depreciatgaging infrastructure, $12.6 million in lower degiggion expense
on paging devices resulting from lower subscritandnd, and $2.8 million in amortization expense.

Interest Income (ExpenseNet interest income was $0.5 million for the pdrended March 31, 2006 and net
interest expense was $1.2 million for the sameoplari 2005. This decrease was due to the repaydueing 2005
of the $140.0 million of debt incurred to partiafiynd the cash election to former Metrocall shalééis in
accordance with the terms of the merger agreement.

Severance and Restructuringlhese costs were $5.1 million and $0.2 millionZ605 and 2006 respectively,
and consist of charges resulting from staff redungtias the Company continued to match its emplizyxess to
operational requirements.

Income Tax ExpenseFor the period ended March 31, 2006, the Compacygnized $8.2 million of income
tax expense. The provision for the three monthe@mdarch 31, 2005 was $0.3 million. The increasth@
provision for the current year was primarily duéhigher income before income tax expense. USA Migbil
anticipates recognition of provisions for incomeetsto be required for the foreseeable future.

Liquidity and Capital Resources
Overview

Based on current and anticipated levels of oparafidSA Mobility anticipates net cash provided Ipe@ting
activities, together with the $76.3 million of camfhand at March 31, 2006, should be adequatestt amticipated
cash requirements for the foreseeable future.

In the event that net cash provided by operatiniyiies and cash on hand are not sufficient to nfieteire cast
requirements, the Company may be required to regiacened capital expenditures, sell assets or additional
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 Companys net cash flows from operating, investing, andriiting activities for the periods indicated in
table below were as follows:

Three Months Ended

March 31, Increase/

2005 2006 (Decrease

Net cash provided by operating activit $31,07¢ $43,06¢ $11,99(
Net cash used in investing activiti $(2,437) $(4,31) $ 1,87¢
Net cash used in financing activiti $(38,52¢0 $ (12) $(38,519
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Net Cash Provided by Operating Activitied\s discussed above, USA Mobility is dependentash flows
from operating activities to meet its cash requiata. Cash from operations varies depending ongasain various
working capital items including deferred revenwessounts payable, accounts receivable, prepaichsgseand
various accrued expenses. The following table oesuthe 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):

Three Months Ended

March 31, Increase/

2005 2006 (Decrease

Cash received from custome $167,62. $139,86¢ $(27,757)
Cash paid fo—

Payroll and related expens 46,94¢ 27,467 (19,479

Lease payments for tower locatic 34,317 26,27( (8,047

Telecommunications expens 12,97¢ 9,80¢ (3,167

Interest expens 1,361 0 (1,367

Other operating expens 40,93¢ 33,25¢ (7,689

136,54. 96,80( (39,749

Net cash provided by operating activit $ 31,07¢ $ 43,06¢ $11,99(

Net cash provided by operating activities for theeé months ended March 31, 2006 increased $12i6mi
from the same period in 2005 due primarily to thkofving:

* Cash received from customers decreased $27.8 milli@006 compared to the same period in 2005. This
measure consists of revenues and direct taxesl billeustomers adjusted for changes in accountsviaae,
deferred revenue and tax withholding amounts. Tdwahse was due primarily to revenue decreases of
$30.8 million, as discussed earlier, and a decrimaaecounts receivable of $4.6 million in 2006 gared to
$4.0 million in 2005

* Cash payments for payroll and related expensegdsed $19.5 million due primarily to lower payroll
expenses. The lower payroll related expense resfriven the Company’s consolidation efforts durihg t
integration of Arch and Metrocall. There was adetrease of 592 FTEs from the same period in Z

* Lease payments for tower locations decreased $8i6rmThis decrease was due primarily to toweympants
for leased locations as the Company rationalizedétwork and negotiated lower payments under miestse
agreements

« Cash used for telecommunications related experaditdecreased $3.2 million in 2006 compared todhees
period in 2005. This increase was due primarilfatiors presented above in the discussions ofcgréntal
and maintenance expense and general and administeapenses as the Company has reduced its oggrati
expenses to support its smaller customer t

» The decrease in interest payments for the threghm@nded March 31, 2006 compared to the samedpi@rio
2005 was due to the repayment in August 2005 o$1#9.0 million borrowed in November 2004 to pahgia
fund a portion of the cash election in conjunctigth the merger

 Cash payments for other expenses primarily inchegairs and maintenance, outside services, facditys,
taxes and permits, office and various other expenBee decrease in these payments was primaréteckto
decreased balances of prepaid expenses and othemtcassets, lower payments for outside servites o
$0.3 million, taxes and permits of $1.6 milliondaoifice expense of $0.5 million, offset by reparsl
maintenance expense of $0.4 million. Other expehaes decreased as the Company has reduced mast
to match its declining subscriber ba

Net Cash Used In Investing Activitiedlet cash used in investing activities in 2006éased $1.9 million from
the same period in 2005 due primarily to increassaltal expenditures. USA Mobility’s business regsi

20




Table of Contents

funds to finance capital expenditures, which pritganclude the purchase of messaging devicesgeaystind
transmission equipment and information systemsit@lagxpenditures for 2006 consisted primarily led purchase
of messaging devices and other equipment, offsétdyet proceeds from the sale of assets. The@mobdeapital
USA Mobility will require in the future will dependn a number of factors, including the number a$ting
subscriber devices to be replaced, the numberosisgslacements, technological developments, totapetitive
conditions and the nature and timing of the Comfsaslyategy to integrate and consolidate its netadUSA
Mobility anticipates its total capital expenditufes 2006 to be between $15.0 and $20.0 milliord, expects to
fund such requirements from net cash provided eyatg activities.

Net Cash Used In Financing ActivitiedNet cash used in financing activities in 2006rdased $38.5 million
from the same period in 2005. In November 2004 Gbmpany borrowed $140.0 million to primarily fuagbortion
of the cash consideration related to the Metraoaltger. The Company’s use of cash in 2005 relateabpily to
principal repayments of those borrowings. All akttlebt was repaid by September 30, 2005.

Borrowings. At March 31, 2006, the Company had no borrowimgfstanding.

Future Uses of Cash.The Board of Directors is committed to reviewitgyoptions of returning cash to its
shareholders from time to time. Any such decisidhbe based on the Board of Directors’ judgmenthwespect to
the Companys operating performance and outlook, including feitcapital investment requirements and stock p

Commitments and Contingencies

Operating Leases.USA Mobility has operating leases for office d@rahsmitter locations. Substantially all of
these leases have lease terms ranging from onénrtmfive years. (Total rent expense under opegdaases for tt
three-month period ending March 31, 2006 approx@a&30.2 million.)

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 owsigp interest, of up to $1.5 million during thétia 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 reguineough March 31, 2006.

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 olitigtgig off-balance sheet arrangements or othetrestually
narrow or limited purposes. As such, the Compamptisexposed to any financing, liquidity, marketcogdit 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 effectstefinancial
position, results of operations, or cash flows.

Related Party Transactions

Two of the Company’s directors, effective Novembér 2004, also serve as directors for entities fedrich it
leases transmission tower sites. During the threetihhs ended March 31, 2005 and 2006, the Compady pa
$4.9 million and $0.8 million, and $4.5 million aéd.5 million, respectively, to these two landlofdsrent
expenses. Each director has recused himself frgnadigoussions or decisions the Company makes oteraat
relating to the respective vendor for which he ssras a director.

Application of Critical Accounting Policies

The preceding discussions and analysis of finamciatlition and results of operations are based 8A U
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,
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expenses and related disclosures. PeriodicallyCtmpany evaluates estimates and assumptionsdinglbut not
limited to those related to the impairment of Idivgd assets, allowances for doubtful accountssamdice credits,
revenue recognition, asset retirement obligatieestructuring and severance accrued contingenntinaome
taxes. Management bases their estimates on haterperience and various other assumptions teabtelieved to
be reasonable under the circumstances, the reduwitisich form the basis for making judgments altbetcarrying
values of assets and liabilities. Actual resulty mifer from these estimates under different agstions or
conditions.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

At March 31, 2006, the Company has no outstandeig financing.

ITEM 4. CONTROLS AND PROCEDURE!

Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participatiothefChief Executive Officer and Chief FinanciafiCdr,
evaluated the effectiveness of the Company’s diseocontrols and procedures pursuant to Rule B8a-iinder
the Securities and Exchange Act of 1934, as amerftiexthange Act”), as of the end of the period eed by this
quarterly report.

Because of the material weaknesses identified Beoémber 31, 2004 and 2005 which have not yet been
remediated, management has concluded that diselesutrols and procedures (as defined in Ruleslb8a) and
15d-15(e) under the Exchange Act ) were not effediis of March 31, 2006 to ensure information neglito be
disclosed in the reports the Company files or stbomder the Exchange Act is recorded, processeansrized
and reported within the time periods specified mitlhe SEC’s rules and forms and that such infoionat
accumulated and communicated to management, imgute Chief Executive Officer and Chief Finandidficer,
as appropriate, to allow timely decisions regardiqguired disclosure.

Not withstanding the material weaknesses desciileénlv, management believes the condensed consalidat
financial statements included in this Quarterly &epn Form 10-Q fairly present in all materialpests the
Company’s financial condition, results of operati@nd cash flows for all periods presented.

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

Accordingly, management has determined the follgwiaterial weaknesses in our internal control over
financial reporting continue to exist as of Mardh 3006:

1. The Company did not maintain effective controls ¢lve 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 provisidadation
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 contimksppropriately analyze, review and assess tpadtof
state laws on the recoverability of the Compantasesnet operating losses; and, the Company lactetliols
over the valuation of deferred tax assets to erthigrappropriate application of federal limitatiofitis control
deficiency resulted in the restatement of the Camfsaconsolidated financial statements for 2002)32and
2004, restatement of each of the first three intgrériods in 2004 and 2005 and audit adjustmenttseto
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 determinedtthisit
control deficiency constitutes a material weakness.
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2. The Company did not maintain effective controlg ¢élve 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,omerpletely and accurately recorded in accordantie wi
generally accepted accounting principles. This r@bmteficiency resulted in the restatement of tleenPany’s
consolidated financial statements for 2002, 20aB2004 and restatement of each of the first thrtrim
periods in 2004 and 2005 to correct general andrasirative expenses and accrued taxes liabilipoants.
Additionally, this control deficiency could resiit a misstatement of the aforementioned accouatsibuld
result in a material misstatement to the annuatterim consolidated financial statements that Wt be

prevented or detected. Accordingly, 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#to ensure the:
(i) application of the appropriate useful lives éartain asset groups when calculating depreciaikpense and
(ii) timely preparation and review of account recitintions and analyses, and manual journal entgkded to
the determination of depreciation expense and aolated depreciation for the paging infrastructissess.
This control deficiency resulted in the restatenwrthe Company’s consolidated financial statemént2003
and 2004, each of the first three interim periad2004 and 2005 and audit adjustments to the Coyp'pan05
financial statements to correct depreciation expamsl accumulated depreciation balances. Additigrthis
control deficiency could result in a misstatemerthe aforementioned accounts that would resudt material
misstatement to the annual or interim consolidéitexhcial statements that would not be preventedietected.
Accordingly, management determined that this canteficiency constitutes a material weakness.

4. The Company did not maintain effective controlg ¢ive 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 usafggssets for recording depreciation expense \Withestimates
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 adjusts the Company’s 2005 financial statementteect
the asset retirement cost and asset retiremengatioln and the related depreciation, amortizatiwh accretion
expense. Additional, this control deficiency cotdgult in a misstatement of the aforementioned autisothat
would result in a material misstatement to the ahouinterim consolidated financial statements thauld not
be prevented or detected. Accordingly, managemeterahined that this control deficiency constitudes
material weakness.

Changes in Internal Control Over Financial Reportm

There were material changes in the Compsumyternal control over financial reporting duritig quarter ende
March 31, 2006 that have materially affected, err@asonably likely to materially affect, the Comya internal
control over financial reporting.

* We have hired a Senior Director of Internal Au

Management expects to continue to undertake changssoperations and procedures throughout 2606 t
remediate the material weaknesses identified above.
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PART Il. OTHER INFORMATION

Iltem 1. Legal Proceeding:

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

Item 1A. Risk Factors

The risk factors included in the Company’s AnnuapBrt on Form 10-K for the fiscal year ended
December 31, 2005 have not materially changed.

Item 2. Unregistered Sales of Equity Securities and UséPofceeds

None.

Item 3. Defaults upon Senior Securitie

None.

ltem 4. Submission of Matters to a Vote of Security Holdge

None.

ltem 5. Other Information

None.

Iltem 6. Exhibits

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

SIGNATURES

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

USA MOBILITY, INC.

/s THOMAS L. SCHILLING

Thomas L. Schilling
Chief Financial Officer

Dated: June 2, 2006
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Exhibit No
31.1*

31.2*

32.1*

32.2*

EXHIBIT INDEX

Description

Certificate of the Chief Executive Officer pursugmiRule 13a-14(a) or Rule 15d-14(a), as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002, dated June 2, 2C

Certificate of the Chief Financial Officer pursuantRule 13a-14(a) or Rule 15d-14(a), as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002, dated June 2, 2C

Certificate of the Chief Executive Officer pursuémiRule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, dated June 2,
2006

Certificate of the Chief Financial Officer pursuantRule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@Gedarbanes-Oxley Act of 2002, dated June 2,
2006

* Filed herewitl
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Exhibit 31.1

CERTIFICATIONS

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

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

3. Based on my knowledge, the financial statements$ agéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

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

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

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentad report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a) All significant deficiencies and 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, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: June 2, 2006 /sl Vincent D. Kelly

Vincent D. Kelly.
President and Chief Executive Offic







Exhibit 31.2

CERTIFICATIONS

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

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

3. Based on my knowledge, the financial statements$ agéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

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

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

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentad report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a) All significant deficiencies and 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, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Dated: June 2, 2006 /sl Thomas L. Schilling

Thomas L. Schilling
Chief Financial Officel







Exhibit 32.1

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

In connection with the quarterly report onfAdt0-Q of USA Mobility, Inc. (the “Company”) for ¢hperiod ended March 31, 2006 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), the undersigned, Vind@nKelly, President and Chief
Executive Officer of the Company, hereby certifiggtsuant to 18 U.S.C. Section 1350, that:

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

(2) the information contained in the Repoitlygpresents, in all material respects, the firiahcondition and results of operations of the
Company.
Dated: June 2, 2006 /sl Vincent D. Kelly

Vincent D. Kelly
President and Chief Executive Offic







Exhibit 32.2

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

In connection with the quarterly report onfAdt0-Q of USA Mobility, Inc. (the “Company”) for ¢hperiod ended March 31, 2006 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report®he undersigned, Thomas L. Schilling, Chief Finah€ifficer
of the Company, hereby certifies, pursuant to 18.0. Section 1350, that:

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

Dated: June 2, 2006 /sl Thomas L. Schilling

Thomas L. Schilling
Chief Financial Officel




