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PART I

ITEM 1. BUSINESS
General

We are a leading provider of wireless messaging and information services in the United States. Currently, we provide one
and two-way wireless messaging services. One-way messaging consists of numeric and alphanumeric messaging services.
Numeric messaging services enable subscribers to receive messages that are composed entirely of numbers, such as a phone
number, while alphanumeric messages may include numbers and letters, which enable subscribers to receive text messages.
Two-way messaging services enable subscribers to send and receive messages to and from other messaging devices, including
pagers, personal digital assistants, also called PDAs, and personal computers. We also offer wireless information services, such
as stock quotes, news, sports and weather updates, voice mail, personalized greeting, message storage and retrieval and
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equipment loss and/or maintenance protection for both one and two-way messaging subscribers. Our services are commonly
referred to as wireless messaging and information services.

Our principal office is located at 1800 West Park Drive, Suite 250, Westborough, Massachusetts 01581, and our telephone
number is (508) 870-6700. Our address on the world wide web is www.arch.com. The information on our web site is not
incorporated by reference into this Annual Report on Form 10-K and should not be considered a part of this report. We make
available free of charge through our web site our annual, quarterly and current reports, and any amendments to those reports, as
soon as reasonably practicable after we electronically file those reports with the Securities and Exchange Commission.

Our Recent Bankruptcy and Reorganization

Certain holders of 12%4% senior notes of Arch Wireless Communications, Inc., a wholly owned subsidiary of Arch
Wireless, Inc., filed an involuntary petition against it on November 9, 2001 under chapter 11 of the bankruptcy code in the
United States Bankruptcy Court for the District of Massachusetts, Western Division. On December 6, 2001, Arch Wireless
Communications, Inc. consented to the involuntary petition and the bankruptcy court entered an order for relief under chapter
11. Also on December 6, 2001, Arch and 19 of its wholly owned domestic subsidiaries filed voluntary petitions for relief under
chapter 11 with the bankruptcy court. These cases were jointly administered under the docket for Arch Wireless, Inc., et al.,
Case No. 01-47330-HJB. After the voluntary petition was filed, Arch and its domestic subsidiaries operated their businesses
and managed their properties as debtors-in-possession under the bankruptcy code until May 29, 2002, when we emerged from
bankruptcy. Arch and its subsidiaries are now operating their businesses and properties as a group of reorganized entities
pursuant to the terms of the plan of reorganization.

Pursuant to our plan of reorganization, all of our former equity securities were cancelled and the holders of approximately
$1.8 billion of our former indebtedness received securities which represent substantially all of our consolidated capitalization,
consisting of $200 million aggregate principal amount of 10% senior subordinated secured notes, $100 million aggregate
principal amount of 12% subordinated secured compounding notes and approximately 95% of our new common stock. The
remaining common stock is being distributed to certain members of our senior management. All but one of our former directors
have been replaced by new directors, although no material changes have occurred in our senior management.

The plan of reorganization provides that 20,000,000 shares will be issued; however, the number of shares of new common
stock to be distributed to individual former unsecured creditors, and the actual distribution of such shares, is contingent upon
the resolution of their individual claims. As of December 31, 2002, a total of 18,464,072 shares had been issued to former
secured and unsecured creditors and senior management. The remaining shares will be distributed upon resolution of various
claims.

Industry Overview

The mobile wireless telecommunications industry consists of multiple voice and data providers which compete among one
another, both directly and indirectly, for subscribers. Messaging carriers like us provide customers with services such as
numeric and alphanumeric messaging. Customers receive these messaging services through a small, handheld device. The
device, often referred to as a pager, signals a subscriber when a message is received through a tone and/or vibration and
displays the incoming message on a small screen. With numeric messaging services, the device displays numeric messages,
such as a telephone number. With alphanumeric messaging services, the device displays numeric or text messages.
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Some messaging carriers also provide two-way messaging services using devices that enable subscribers to respond to
messages or create and send wireless email messages to other messaging devices, including pagers, PDAs and personal
computers. These two-way messaging devices, often referred to as two-way pagers, are similar to one-way devices except that
they have a small qwerty keyboard which enables subscribers to type messages which are sent to other devices as noted above.

In addition to messaging services, one and two-way messaging devices may be used to access voice mail, personalized
greetings and message storage and retrieval services. Voice mail allows a caller to leave a recorded message that is stored in the
carrier s computerized message retrieval center. When a message is left, the subscriber can be automatically alerted through the
subscriber s messaging device and can retrieve the stored message by calling a designated telephone number. Personalized
greetings allow the subscriber to record a message to greet callers who reach the subscriber s messaging device or voice
mailbox. Message storage and retrieval allows a subscriber who leaves his or her designated service area to retrieve messages
that arrived during the subscriber s absence from his or her service area. In addition to the services discussed above, both
one-way alphanumeric and two-way messaging devices may be used to receive other wireless information services such as
stock quotes and news, weather and sports updates.

Industry Overview
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Mobile telephone service providers such as cellular and broadband PCS carriers provide telephone voice services as well
as services that are functionally identical to the one and two-way messaging services provided by wireless messaging carriers
such as Arch. Customers subscribing to cellular, broadband PCS or other mobile phone services utilize a wireless handset
through which they can make and receive voice telephone calls. These handsets are commonly referred to as cellular or PCS
telephones. These handsets are also capable of receiving numeric and alphanumeric messages as well as information services,
such as stock quotes, news, weather and sports updates, voice mail, personalized greeting and message storage and retrieval.

Technological improvements have generally contributed to the market for wireless messaging services and the provision
of better quality services at lower prices to subscribers. These improvements have enhanced the capability and capacity of
mobile wireless messaging networks and devices while lowering equipment and air time costs. These technological
improvements, and the degree of similarity in messaging devices, coverage and battery life, have resulted in messaging services
becoming more of a commodity product.

We believe demand for our one-way messaging services declined in 2000, 2001 and 2002 and will continue to decline in
2003. Trends in the latter half of 2002 suggest that demand for our two-way messaging services may be decreasing as well. The
decline in demand for our messaging services is largely attributable to competition from cellular and broadband PCS carriers
and, to a lesser extent, the weak economy.

One-way messaging subscribers, such as those we serve, typically pay a flat monthly service fee, unlike subscribers to
cellular telephone or PCS services, whose bills historically have had a variable usage component. However, cellular, PCS and
other mobile phone companies now offer bundled service plans which include both local and long distance minutes with caller
ID, voice mail and numeric and alphanumeric messaging for use at no additional charge as well as bundled service plans at
fixed monthly rates. The fees and prices of these and other plans have fallen so that these services compete directly with one
and two-way messaging services.

Wireless Messaging Services, Products and Operations

We provide one and two-way messaging services and wireless information services throughout the United States,
including the 100 largest markets, and in the U.S. Virgin Islands and Puerto Rico. These services are offered on a local,
regional and nationwide basis employing digital networks that cover more than 90% of the United States population.

The following table sets forth information about the approximate number of our units in service and net changes in the
number of units in service through internal operations and acquisitions or divestitures since 1998:
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Net Increase Increase
(in thousands) (Decrease) in (Decrease) in
Units in Service ~ Units through Units through Units in
at Beginning of Internal Acquisitions / Service at End
Year Ended December 31, Period Operations Divestitures of Period
3,890 386 -- 4,276
4,276 (89) 2,762 6,949
6,949 (2,073) 7,018 11,894
11,894 (3,394) -- 8,500
8,500 (2,584) (276) 5,640

Net increase (decrease) in units through internal operations includes definitional changes made in 1999 and 2000 after the
acquisition of MobileMedia Communications, Inc. and Paging Network, Inc., respectively, to reflect a common definition of
units in service and is net of subscriber cancellations during each applicable period. The net decrease in units through
acquisitions/divestitures in 2002 was due to the partial divestiture of Arch s interest in PageNet Canada, Inc. and Madison
Telecommunications, Inc., two of its Canadian subsidiaries, which resulted in the financial results of these subsidiaries no
longer being consolidated into our financial statements commencing in December 2002. Increase in units through
acquisitions/divestitures is based on units in service of acquired companies at the time of our acquisition of them.

Our customers are either businesses with employees who want to be accessible to their offices or customers, individuals
who wish to be accessible to friends or family members, or third parties, known as resellers, that pay us to use our networks.
Our customers include proprietors of small businesses, professionals, management personnel, field sales personnel and service
forces, members of the construction industry and construction trades, real estate brokers and developers, medical personnel,

Wireless Messaging Services, Products and Operations
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sales and service organizations, specialty trade organizations, manufacturing organizations and government agencies.
We market and distribute our services through a direct sales force and a small indirect sales force.

Direct. The direct sales force leases or sells devices directly to customers ranging from small- and medium-sized
businesses to Fortune 500 companies and government agencies and represents our most significant sales and marketing efforts.
We intend to continue to market to commercial enterprises utilizing the direct sales force as these enterprises have typically
disconnected service at a lower rate than individual consumers.

Indirect. The indirect sales force sells devices and access to our messaging networks to third parties, or resellers, who then
resell messaging services to consumers or small businesses. Resellers generally are not exclusive distributors of our services
and often have access to networks of more than one provider. Competition among network providers to attract and maintain
resellers is based primarily upon price. We intend to continue to provide access to our messaging networks to resellers and to
concentrate on relationships that are profitable and where longer term partnerships can be established and maintained.

The following tables set forth the units in service and revenue associated with our channels of distribution:

As of December 31,
2000 2001 2002
(units in thousands)
Units % Units % Units %
Direct 7,369 62% 5,916 70% 4,312 76%
Indirect 4,525 38 2,584 30 1,328 24
Total 11,894 100% 8,500 100% 5,640 100%

For the Year Ended December 31,

2000 2001 2002
(dollars in thousands)
Revenue % Revenue % Revenue %
Direct $ 764,089 90% $1,025,904 88% $ 746,462 91%
Indirect 86,993 10 137,610 12 72,267 9
Total $ 851,082 100% $1,163,514 100% $ 818,729 100%
5

Our customers may subscribe to one or two-way messaging services for a monthly service fee which is generally based
upon the type of service provided, the geographic area covered, the number of devices provided to the customer and the period
of commitment. Additional services, such as stock quotes, news, weather and sports updates, voice mail, personalized greeting,
message storage and retrieval and equipment loss and/or maintenance protection may be added to either one or two-way
messaging services, as applicable, for an additional monthly fee. Equipment loss protection allows subscribers who lease
devices to limit their cost of replacement upon loss or destruction of a messaging device. Maintenance services are offered to
subscribers who own their device.

A one-way subscriber may select coverage on a local, regional or nationwide basis to best meet his or her messaging
needs. Local coverage generally allows the subscriber to receive messages within a small geographic area, such as a city.
Regional coverage allows a subscriber to receive messages in a larger area, which may include a large portion of a state or
sometimes groups of states. Nationwide coverage allows a subscriber to receive messages in major markets throughout the
United States. The monthly fee generally increases with coverage area. Two-way messaging is generally offered on a
nationwide basis.

The following table summarizes the coverage areas and types of our units in service at specified dates:

Wireless Messaging Services, Products and Operations
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December 31,
2000 2001 2002
(units in thousands)
Units % Units % Units %
Local / Regional Numeric 8,845 74% 5,844 69% 3,588 64%
Local / Regional Alphanumeric 2,210 20 1,798 21 1,409 25
Nationwide Numeric 413 3 228 3 163 3
Nationwide Alphanumeric 268 2 296 3 128 2
Two-Way Messaging 158 1 334 4 352 6
Total 11,894 100% 8,500 100% 5,640 100%

We provide wireless messaging services to subscribers for a monthly fee, as described above. In addition, subscribers
either lease a messaging device from us for an additional fixed monthly fee or they own the device, having purchased it either
from us or from another vendor. We also sell devices to resellers who lease or resell devices to their subscribers and resell our
wireless messaging services under marketing agreements.

The following table summarizes the number of units in service owned by us, our subscribers and our resellers at specified

dates:
December 31,
2000 2001 2002
(units in thousands)
Units % Units % Units %

Owned and leased by Arch 6,088 51% 5,100 60% 4,005 71%
Owned by our subscribers 1,281 11 816 10 307 5
Owned by resellers or their

subscribers 4,525 38 2,584 30 1,328 24

Total 11,894 100% 8,500 100% 5,640 100%

Messaging Networks and Licenses

We hold licenses to operate at various frequencies in the 150, 450 and 900 Mhz bands of the broadcast band frequency
spectrum. These licenses are utilized to provide one and two-way messaging services over our networks.

We operate local, regional and three nationwide one-way networks, which enable our subscribers to receive messages over
his or her desired geographic area. Our one-way messaging networks operating in the 150 and 450 Mhz frequency bands utilize
the POCSAG messaging protocol, developed by Motorola, Inc. This protocol is older generation technology and is less efficient
due to slower transmission speeds. One-way networks operating in 900 Mhz frequency bands utilize the FLEX protocol also
developed by Motorola. The FLEX protocol is present generation technology having the advantage of functioning at higher
network speeds which increases the volume of messages that can be transmitted over the network.
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Our two-way messaging network uses ReFLEX 25 protocol, also developed by Motorola. ReFLEX 25 promotes spectrum
efficiency and high network capacity through sub-channeling and frequency reuse which divides coverage areas into zones and
sub-zones. Messages are directed to the zone or sub-zone where the subscriber is located allowing the same frequency to be
reused to carry different traffic in other zones or sub-zones. As a result, the ReFLEX 25 protocol allows the two-way network
to transmit substantially more messages than a one-way network using either the POCSAG or FLEX  protocols. The two-way
messaging network operates under a set of licenses, called narrowband PCS, which as noted above use 900 Mhz frequencies.
These licenses must comply with specified minimum build-out requirements. We have satisfied the five-year build-out
requirements established by the Federal Communications Commission and we are in the process of completing the 10-year
build-out requirements in accordance with separate construction deadlines for each license, which occur between September 29,
2004 and January 25, 2005. We estimate the remaining aggregate cost of these minimum build-outs will be $1 million or less.

Messaging Networks and Licenses
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Although the capacity of our networks varies significantly market by market, we have a significant amount of excess
capacity, much of which was acquired in conjunction with our PageNet and MobileMedia acquisitions. We have implemented a
plan to manage network capacity and to improve overall network efficiency by consolidating subscribers onto fewer, higher
capacity networks with increased transmission speeds. This plan is referred to as network rationalization. Network
rationalization will result in fewer networks and therefore fewer transmitter locations which will result in lower future operating
expenses.

Competition

The wireless messaging industry is highly competitive. Companies compete on the basis of price, coverage area, services
offered, transmission quality, network reliability and customer service.

We compete by maintaining competitive pricing for our products and services, by providing broad coverage options
through high-quality, reliable messaging networks and by providing quality customer service. Direct competitors for our
messaging services include Metrocall, Verizon Wireless, Weblink Wireless, Skytel (a division of WorldCom, Inc.) and a
variety of other regional and local providers. The products and services we offer also compete with a broad array of wireless
messaging services provided by cellular and PCS telephone companies. This competition has intensified as prices for these
services have declined, and these providers have incorporated messaging capability into their handsets. Many of these
companies possess financial, technical and other resources greater than ours. Such providers currently competing with us in one
or more markets include AT&T Wireless, Cingular, WorldCom, Sprint PCS, Verizon Wireless, T-Mobile and Nextel.

While cellular, PCS and other mobile telephone services are, on average, more expensive than the one and two-way
messaging services we provide, such mobile telephone service providers typically provide one and two-way messaging service
as an element of their basic service package. It is estimated that as many as 90% of all PCS and other mobile phone devices
currently sold in the United States are capable of sending and receiving one and two-way messages. Subscribers that purchase
these combined services no longer need to subscribe to a separate messaging service. As a result, a large number of one and
two-way messaging customers can readily switch to cellular, PCS and other mobile telephone services. The decrease in prices
for cellular, PCS and other mobile telephone services has led many customers to select combined voice and messaging services
as an alternative to stand alone messaging services.

Sources of Equipment

We do not manufacture any of the messaging devices or other equipment that our customers need to take advantage of our
services. The equipment used in our operations is generally available for purchase from only a few sources. Historically, we
purchased messaging devices primarily from Motorola and purchased terminals and transmitters primarily from Glenayre
Electronics, Inc.

Both Motorola and Glenayre have discontinued the production of the messaging devices and network equipment that we
purchased from them. However, we have entered into a development agreement with PerComm Inc. and we continue to
evaluate several other vendors to obtain alternative sources of two-way messaging devices. We are also testing one-way
messaging devices from several other existing sources. We believe that our existing inventory of Motorola devices and
purchases from other available sources of new and reconditioned devices will be sufficient to meet our expected two-way
device requirements through September 30, 2003 and our one-way device requirements for the foreseeable future. We expect
our development agreement with PerComm will result in new two-way devices being available to meet our future needs.
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We have entered into an agreement with Glenayre that provides us with certain continued services and equipment into
2004. In addition, we currently have excess network equipment as a result of our efforts to rationalize and deconstruct many of
our one-way messaging networks and from prior acquisitions of network equipment. Additional network equipment for our
two-way messaging network is also available from two other vendors, Sonik Technologies, Inc. and TGA Technologies.

Regulation
Federal Regulation Overview

Licenses granted to us by the Federal Communications Commission have varying terms of up to 10 years, at which time
the Federal Communications Commission must approve renewal applications. In the past, Federal Communications
Commission renewal applications generally have been granted upon a showing of compliance with Federal Communications

Regulation
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Commission regulations and of adequate service to the public. It is possible that there may be competition for radio spectrum
associated with licenses as they expire, thereby increasing the chance of third party intervention in the renewal proceedings.
Other than those still pending, the Federal Communications Commission has thus far granted each license renewal we have
filed.

The Communications Act of 1934, as amended, requires radio licensees such as us to obtain prior approval from the
Federal Communications Commission for the assignment or transfer of control of any construction permit or station license or
authorization or any rights thereunder. On December 19, 2001, in connection with the filing of the chapter 11 cases, we sought
permission from the Federal Communications Commission to execute an involuntary, pro forma assignment of our licenses to
Arch as debtor-in-possession. On January 14, 2002, the Federal Communications Commission granted such permission. On
January 23, 2002, we sought permission from the Federal Communications Commission to effectuate the transfer of control
contemplated by the joint plan of reorganization. On March 28, 2002, the Federal Communications Commission granted this
request.

As aresult of various decisions by the Federal Communications Commission over the last few years, we no longer pay
fees for the termination of traffic originating on the networks of local exchange carriers providing wireline services
interconnected with our services and in some instances we received refunds for prior payments to certain local exchange
carriers. We have entered into a number of interconnection agreements with local exchange carriers in order to resolve various
issues regarding charges imposed by local exchange carriers for interconnection. We may be liable to local exchange carriers
for the costs associated with delivering traffic that does not originate on that local exchange carrier s network, referred to as
transit traffic, resulting in some increased interconnection costs for us, depending on further Federal Communications
Commission disposition of these issues and the agreements reached between us and the local exchange carriers. If these issues
are not ultimately decided through settlement negotiations or via the Federal Communications Commission in our favor, we
may be required to pay past due contested transit traffic charges not addressed by existing agreements or offset against
payments due from local exchange carriers and may also be assessed interest and late charges for amounts withheld. Although
these requirements have not, to date, had a material adverse effect on our operating results, these or similar requirements could
in the future have a material adverse effect on our operating results.

State Regulation

As aresult of the enactment by Congress of the Omnibus Budget Reconciliation Act of 1993 in August 1993, states are
now generally preempted from exercising rate or entry regulation over any of our operations. States are not preempted,
however, from regulating other terms and conditions of our operations. States that regulate paging services also may require us
to obtain prior approval of (1) the acquisition of controlling interests in other paging companies and (2) a change of control of
Arch. At this time, we are not aware of any proposed state legislation or regulations that would have a material adverse impact
on our existing operations.

Trademarks

We own the service marks Arch and Arch Paging , and we hold federal registrations for the service marks Arch Wireless
and PageNet as well as various other trademarks.

Employees

At March 1, 2003, we employed approximately 3,300 persons. None of our employees is represented by a labor union. We
believe that our employee relations are good.
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ITEM 2. PROPERTIES

At December 31, 2002, we owned ten office buildings and leased office space, including our executive offices, in
approximately 170 locations in 42 states. At December 31, 2002, two of the owned office buildings were under contract to be
sold for estimated net proceeds of $3.0 million. One of these sales closed on January 28, 2003.

We lease transmitter sites and/or own transmitters on commercial broadcast towers, buildings and other fixed structures in
approximately 11,400 locations in all 50 states, the U.S. Virgin Islands and Puerto Rico. These leases are for various terms and
provide for monthly lease payments at various rates. We believe we will be able to obtain additional space as needed at
acceptable cost.

ITEM 2. PROPERTIES
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ITEM 3. LEGAL PROCEEDINGS

Certain holders of 12%4% senior notes of Arch Wireless Communications, Inc., a wholly owned subsidiary of Arch
Wireless, Inc., filed an involuntary petition against it on November 9, 2001 under chapter 11 of the bankruptcy code in the
United States Bankruptcy Court for the District of Massachusetts, Western Division. On December 6, 2001, Arch Wireless
Communications, Inc. consented to the involuntary petition and the bankruptcy court entered an order for relief under chapter
11. Also on December 6, 2001, Arch and 19 of its wholly owned domestic subsidiaries filed voluntary petitions for relief under
chapter 11 with the bankruptcy court. These cases were jointly administered under the docket for Arch Wireless, Inc., et al.,
Case No. 01-47330-HJB. After the voluntary petition was filed, Arch and its domestic subsidiaries operated their businesses
and managed their properties as debtors-in-possession under the bankruptcy code until May 29, 2002, when we emerged from
bankruptcy. Arch and its domestic subsidiaries are now operating their businesses and properties as a group of reorganized
entities pursuant to the terms of the plan.

We are involved in a number of lawsuits which we do not believe will have a material adverse effect on our financial
condition, results of operations or cash flows.

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

None.
9
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PART 11

ITEM S. MARKET FOR REGISTRANT S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

Our common stock formerly traded on the Nasdaq National Market through April 27, 2001 and then traded on the OTC
Bulletin Board until May 29, 2002 under the symbol ARCH. When we emerged from our chapter 11 proceedings on May 29,
2002, all of our formerly outstanding common stock was cancelled in accordance with our plan of reorganization and our
former common stockholders ceased to have any ownership interest in us. The shares of our new common stock that were
issued under our plan of reorganization now trade on the OTC Bulletin Board under the symbol AWIN.

Because the value of one share of our new common stock bears no relation to the value of one share of our old common
stock, the trading prices of our new common stock are set forth separately from the trading prices of our old common stock.
The information regarding the old common stock illustrates trends in our market capitalization in prior periods but otherwise is
not directly relevant to our current capitalization.

The following table sets forth the high and low sales prices per share of our common stock for the quarterly periods
indicated, which correspond to our quarterly fiscal periods for financial reporting purposes. Prices for our old common stock
are prices on the Nasdaq National Market through April 27, 2001 and sales prices on the OTC Bulletin Board through May 29,
2002. Prices for our new common stock are prices on the Nasdaq National Market from May 30, 2002 through June 5, 2002
and sales prices on the OTC Bulletin Board after that date.

Reorganiz ompan

2002 High Low
Fourth Quarter $2.670 $0.320
Third Quarter $1.010 $0.420
Second Quarter beginning May 30, 2002 $ 6.000 $0.850
Pr r Compan

Second Quarter through May 29, 2002 $0.010 $0.001
First Quarter $0.020 $ 0.004
2001

Fourth Quarter $ 0.060 $0.010
Third Quarter $0.180 $0.010
Second Quarter $0.656 $0.140
First Quarter $2.313 $0.531

ITEM 5. MARKET FOR REGISTRANT S COMMON EQUITY AND RELATED
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The number of common stockholders of record as of March 14, 2003 was 38. Arch believes the number of beneficial
common stockholders is approximately 1,200.

Proposed Transfer Restrictions on Common Stock

As more fully discussed in  Factors Affecting Future Operating Results Deductions for tax purposes from future activities
and from retained tax attributes may be insufficient to offset future federal taxable income and/or significant changes in the
ownership of our common stock may increase income tax payments, the market value of our common stock could be adversely
affected under certain circumstances. We are currently reviewing alternatives which would restrict the transfer of our common
stock in order to protect the tax benefits associated with our federal income tax attributes; however, we cannot assure you that
any of these alternatives will enable us to avoid significant limitations on the amounts and timing of the use of our tax
attributes.
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Dividend Policy

We have never declared or paid any cash dividends on our common stock. We anticipate that substantially all of our
earnings in the foreseeable future will be used to finance our business and repay our debt. The indentures for our outstanding
indebtedness prohibit declaration or payment of cash dividends to our stockholders. Therefore, we have no current intention to
pay dividends, and we do not expect to pay dividends while our notes are outstanding. Our future dividend policy will depend
on our earnings, capital requirements and financial condition, as well as requirements of our financing agreements and other
factors that our board of directors considers relevant.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

The following table sets forth our selected historical consolidated financial and operating data for each of the five years
ended December 31, 2002. The selected financial and operating data as of December 31, 1998, 1999, 2000, 2001 and 2002 and
for each of the four years ended December 31, 2001, for the five months ended May 31, 2002 and the seven months ended
December 31, 2002 have been derived from our audited consolidated financial statements. The consolidated financial
statements for the years ended 1998 through 2001 were audited by Arthur Andersen LLP which has ceased operations. A copy
of the report previously issued by Arthur Andersen LLP on our financial statements as of December 31, 2000 and 2001 and for
each of the three years in the period ended December 31, 2001 is included elsewhere in this annual report. This previously
issued report has not been reissued by Arthur Andersen LLP.

The following consolidated financial information should be read in conjunction with Management s Discussion and
Analysis of Financial Condition and Results of Operations and the consolidated financial statements and notes set forth below.

(dollars in thousands except per share amounts)

Reorganized
Predecessor Company Company
Seven
Months
Five Months Ended
Year Ended December 31, Ended December
May 31, 31,
1998 1999 2000 2001 2002 2002
Statements of Operations Data: :
Revenues $ 413,635 $ 641,824 $ 851,082 $ 1,163,514 $ 365,360 _ $ 453,369
Operating expenses: _
Cost of products sold 29,953 34,954 35,861 42,301 10,426 _ 7,740
Service, rental and maintenance 80,782 132,400 182,993 306,256 105,990 135,295

(exclusive of depreciation, amortization
and

ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA
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stock based and other compensation
shown
separately below)
Selling (exclusive of stock based and
other
compensation shown separately below)
General and administrative
(exclusive
of depreciation, amortization and stock
based
and other compensation shown
separately
below)
Depreciation and amortization
Stock based and other compensation
Reorganization expense
Other operating expenses

Operating income (loss)

Interest and non-operating expenses,
net

Gain (loss) on extinguishment of
debt

Equity in loss of affiliate

Income (loss) before reorganization
items, net and fresh start
accounting adjustments

Reorganization items, net

Fresh start accounting adjustments,
net

Income (loss) before income taxes
and cumulative effect of change
in accounting principle

Benefit from (provision for) income
taxes

Income (loss) before cumulative
effect of change in accounting
principle

Cumulative effect of change in
accounting principle

Net income (loss)

Basic/diluted income (loss) per
common share before cumulative
effect of change in accounting
principle

Cumulative effect of change in
accounting principle per
basic/diluted common share

Basic/diluted net income (loss) per
common share

Reorganized
Predecessor Company Company
49,132 84,249 107,208 138,341 35313 _ 37,897
112,181 180,726 263,901 388,979 116,668 _ 136,257
221,316 309,434 500,831 1,584,482 82,720 _ 103,875
- - - - - _ 6,979
-- - -- 154,927 - --
14,700 (2,200) 5,425 7,890 - _ --
(94,429) (97,739)  (245,137)  (1,459,662) 14,243 : 25,326
(104,213)  (188,249)  (169,252) (258,870) (2,068) _  (19,469)
(1,720) 6,963 58,603 34,229 1,621,355 --
(5,689) (3,200) -- - - -
(206,051)  (282,225)  (355,786)  (1,684,303) 1,633,530 _ 5,857
- - -- - (22,503) _ (2,765)
- - - - 47,895 -
(206,051)  (282,225)  (355,786)  (1,684,303) 1,658,922 _ 3,092
-- - 46,006 121,994 - (2,265)
(206,051)  (282,225)  (309,780)  (1,562,309) 1,658,922 _ 827
- (3,361) - (6,794) - _ --
$ (206,051) $ (285,586) $ (309,780) $ (1,569,103) $ 1,658,922 : $ 827
$ (2959 $ (8.99) $ (4.10) $ 8.79) $ 9.09 _$ 0.04
- 0.11) - (0.04) - --
$ (2959 $ 9.10) $ (4.10) $ (8.83) $ 9.09 $ 0.04

ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA
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Reorganized
Predecessor Company Company
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(dollars in thousands)

Reorganized
Predecessor Company Company
Seven
Five Months Months
Year Ended December 31, Ended _ Ended
May 31, December 31,
1998 1999 2000 2001 2002 2002
Other Operating Data: :
Capital expenditures, excluding
aquisitions $ 113,184 $ 113,651 $ 140,285 $ 109,485 $ 44,474 _ $ 39,935
(dollars in thousands)
As of December 31,
Reorganized
Predecessor Company Company
1998 1999 2000 2001 2002
Balance Sheet Data: :
Currrent assets $ 50,712 $ 85,303 $ 211,443 $ 244453 _ $ 115231
Total assets 904,285 1,353,045 2,309,609 651,633 _ 437,924
Long-term debt, less current maturities (1) 1,001,224 1,322,508 1,679,219 - _ 162,185
Liabilities subject to compromise (1) -- -- -- 2,096,280 _ --
Redeemable preferred stock (1) - 28,176 30,505 - -
Stockholders' equity (deficit) (213,463) (245,735) (94,264) (1,656,911) _ 118,393

(1) On December 6, 2001, Arch and its domestic subsidiaries filed petitions for relief under chapter 11 of the United States
Bankruptcy Code. In accordance with AICPA Statement of Position 90-7  Financial Reporting by Entities in Reorganization
under the Bankruptcy Code, at December 2001, Arch classified substantially all pre-petition liabilities and the redeemable
preferred stock of the Debtors as  Liabilities Subject to Compromise on the consolidated balance sheet. See Note 3 to the
Consolidated Financial Statements.

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

Forward-Looking Statements

This annual report contains forward-looking statements and information relating to Arch and its subsidiaries that are based
on management s beliefs as well as assumptions made by and information currently available to management. These statements
are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. When used herein,
words such as anticipate , believe , estimate , expect , intend and similar expressions, as they relate to Arch or its management,
identify forward-looking statements. Such statements reflect our current views with respect to future events and are subject to

Forward-Looking Statements
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certain risks, uncertainties and assumptions, including but not limited to those factors set forth below under the caption Factors
Affecting Future Operating Results . Should one or more of these risks or uncertainties materialize, or should underlying
assumptions prove incorrect, actual results or outcomes may vary materially from those described herein as anticipated,
believed, estimated, expected or intended. Investors are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of their respective dates. We undertake no obligation to update or revise any forward-looking
statements. All subsequent written or oral forward-looking statements attributable to us or persons acting on our behalf are
expressly qualified in their entirety by the discussion under Factors Affecting Future Operating Results .

Overview

The following discussion and analysis should be read in conjunction with our consolidated financial statements and notes
thereto.
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On May 29, 2002, we emerged from proceedings under chapter 11 of the bankruptcy code. Pursuant to our plan of
reorganization, all of our former equity securities were cancelled and the holders of approximately $1.8 billion of our former
indebtedness received securities which represent substantially all of our consolidated capitalization, consisting of $200 million
aggregate principal amount of 10% senior subordinated secured notes, $100 million aggregate principal amount of 12%
subordinated secured compounding notes and approximately 95% of our new common stock. The remaining new common
stock is being distributed to certain members of our senior management. All but one of our former directors have been replaced
by new directors, although no material changes have occurred in our senior management.

We derive the majority of our revenues from fixed monthly or other periodic fees charged to subscribers for wireless
messaging services. Such fees are not generally dependent on usage. As long as a subscriber remains on service, operating
results benefit from the recurring payment of these fees. Revenues are generally dependent on the number of units in service
and the monthly charge per unit. The number of units in service changes based on subscribers added, referred to as gross
placements, less units cancelled, or disconnects. The net of gross placements and disconnects is commonly referred to as net
gains or losses of units in service. The absolute number of gross placements is monitored on a monthly basis. In addition, the
ratio of gross placements for a period to the number of sales representatives for the same period, referred to as gross placements
per sales representative, is also reviewed. This measurement indicates the productivity of our direct sales force and the sales
level of each type of our messaging services and is an indicator of the relationship of revenues and sales expenses. Disconnects
are also monitored on a monthly basis. The ratio of units disconnected in a period to average units in service for the same
period, called the disconnect rate, is an indicator of our success at retaining subscribers which is important to maintain recurring
revenues and control operating expenses.

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

For the Year Ended December 31,

2000 2001 2002
(units in thousands)
Gross Gross Gross
Placements Disconnects Placements Disconnects Placements Disconnects
Direct 1,504 1,948 1,483 2,936 907 2,327
Indirect 1,368 1,812 1,897 3,838 530 1,694
Total 2,872 3,760 3,380 6,774 1,437 4,021

The demand for one-way messaging services declined during the three years ended December 31, 2002, and we believe
demand will continue to decline for the foreseeable future. As a result of the PageNet acquisition units in service were adjusted
to eliminate intercompany accounts and to reflect a common definition of units in service. During 2000, units in service
decreased by 2,073,000 units, of which 888,000 were due to subscriber cancellations and 1,185,000 due to definitional changes,
excluding the addition of subscribers from the PageNet acquisition. During 2001, units in service decreased by 3,394,000 units
due to subscriber cancellations. During 2002, units in service decreased by an additional 2,860,000 units, of which 2,584,000
were due to subscriber cancellations and 276,000 were due to the partial divestiture of our interest in two Canadian subsidiaries,
which resulted in the financial results of these subsidiaries no longer being consolidated into our financial statements
commencing in December 2002. We expect to continue to experience significant declines in the number of units in service

Overview
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during the foreseeable future. Our ability to compete against cellular telephone and PCS providers is as yet unproven.

The other factor which contributes to revenue, in addition to the number of units in service, is the monthly charge per unit.
As previously discussed, the monthly charge is dependent on the subscriber s channel of distribution, messaging service desired,
extent of geographic coverage desired, whether the subscriber leases or owns the messaging device and the number of units the
customer has on his or her account. The ratio of revenues for a period to the average units in service for the same period,
commonly referred to as average revenue per unit is a key revenue measurement because it indicates whether monthly charges
are increasing or decreasing. Average revenue per unit by distribution channel and messaging service are monitored regularly.

Our average revenue per unit has increased from $8.67 in 2000 to $9.42 for 2002. This increase is due primarily to a
change in the mix of units in service between the two channels of distribution rather than price increases. The percentage of
units in the indirect channel has decreased from 38.0% at December 31, 2000 to 23.6% at December 31, 2002. During the same
period, the average revenue per unit for the indirect channel ranged from $2.93 to $3.20 and the average revenue per unit for
the direct channel ranged from $11.70 to $11.56. The decrease in indirect units in service relative to the direct units in service
decrease resulted in the overall increase in average revenue per unit between 2000 and 2002.
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Our revenues were $851.1 million, $1.2 billion and $818.7 million for the years ended December 31, 2000, 2001 and
2002, respectively. The increase from 2000 to 2001 was due to the PageNet acquisition, which was completed in November
2000.

As noted above, the demand for one-way messaging services has declined over the three-year period and, as a result,
operating expense management and control are important to our financial results. Certain of our operating expenses are
especially important to overall expense control, these operating expenses are categorized as follows:

o Service, rental and maintenance. These are the expenses associated with the operation of our networks and the
provision of messaging services and consist largely of telephone charges to deliver messages over our networks
and lease payments for locations on which we maintain transmitters.

o Selling. These are the costs associated with our direct and indirect sales forces. This classification consists
primarily of salaries and commissions and advertising expense.

0 General and administrative. These are costs associated with customer service, inventory management, billing,
collections, bad debts and other administrative functions.

We review the percentages of these operating expenses to revenues on a regular basis. These ratios indicate whether
operating expenses are decreasing at the same rate as revenues. The ratio of revenues less the total of cost of products sold,
service, rental and maintenance, selling and general and administrative expenses to revenues is referred to as operating margin.
Operating margin is a key indicator of the operational efficiency of our expense structure. Even though the operating expenses
are classified as described above, expense controls are also performed on a functional expense basis. In 2002, we incurred
approximately 72% of our operating expenses in three functional expense categories: payroll and related expenses, lease
payments for transmitter locations and telephone expense.

Payroll and related expenses include wages, commissions, incentives, employee benefits and taxes. We review the number
of employees in major functional work groups, for example, direct sales, collections, customer service, etc., on a monthly basis.
The ratio of the number of employees in each functional work group to the number of direct units in service or total units in
service is reviewed to ensure functional groups that are largely dependent on the number of units in service maintain or improve
this ratio. We also review the design and physical locations of functional groups to continuously improve efficiency and to
simplify organizational structures and minimize physical locations.

Lease payments for transmitter locations are largely dependent on our messaging networks. As described in Messaging
Networks and Licenses, we operate many local and regional one-way messaging networks, three nationwide one-way
messaging networks and a two-way messaging network. These networks each require locations on which to place transmitters,
receivers and antennas. Generally, lease payments are incurred for each transmitter location. Therefore, lease payments for
transmitter locations are highly dependent on the number of transmitters, which in turn is dependent on the number of
networks. In addition, these expenses generally do not vary directly with the number of subscribers or units in service, which is
detrimental to our operating margin as revenues decline. In order to reduce this expense, we have an active program to reduce
the number of networks and thus transmitter locations. In 2002, we removed 3,800 transmitters from various networks and plan
to remove approximately 4,800 additional transmitters in 2003.

Overview 14
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Telephone expenses are incurred to provide interconnection of our messaging networks, phone numbers for customer use,
points of contact for customer service and connectivity among our offices. These expenses are dependent on the number of
units in service and the number of office and network locations. The dependence on units in service is related to the number of
phone numbers provided to customers and on the number of phone calls made to our call centers, though this is not always a
direct dependency. For example, the number or duration of phone calls to our call centers may vary from period to period based
on factors other than the number of units in service, which could cause telephone expense to vary irrespective of the number of
units in service. In addition, certain phone numbers we provide to our customers may have a usage component based on the
number of calls to the subscriber s messaging device.
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The total of our cost of products sold, service, rental and maintenance, selling and general and administrative expenses
was $590.0 million, $875.9 million and $585.6 million for the years ended December 31, 2000, 2001 and 2002, respectively,
and operating margins were 30.7%, 24.7% and 28.5% in these years, respectively. The increase in these operating expenses
from 2000 to 2001 was because 2001 included a full year of PageNet results compared to only two months in 2000. The
reduction in operating margin for 2001 was due to the redundant administrative and management personnel associated with the
PageNet acquisition. Although the integration of PageNet s operations into ours reduced the number of redundant personnel and
the integration of PageNet s operations was substantially complete as of December 2001, these reductions did not occur at a rate
which was sufficient to offset the decrease in revenues for the same period. The reduction in the total of our cost of products
sold, service, rental and maintenance, selling and general and administrative expenses for 2002 resulted in an increase in
operating margin, which indicates expense reductions kept pace with the decline in revenues. Since it is anticipated that demand
for one-way messaging will continue to decline in 2003, expense reductions will continue to be necessary in order to maintain
operating margins.

Application of Critical Accounting Policies

The following discussion and analysis of financial condition and results of operations are based on our consolidated
financial statements, which have been prepared in conformity with accounting principles generally accepted in the United
States. The preparation of these financial statements requires management to make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues, expenses and related disclosures. On an on-going basis, we evaluate estimates
and assumptions, including but not limited to those related to the impairment of long-lived assets, reserves for doubtful
accounts and service credits, revenue recognition, capitalization of device refurbishment costs and asset retirement obligations.
We base the estimates on historical experience and various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities.
Actual results may differ from these estimates under different assumptions or conditions.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounting Standards ( SFAS ) No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets, we are required to evaluate the carrying value of our long-lived assets and certain intangible
assets. SFAS No. 144 first requires an assessment of whether circumstances currently exist which suggest the carrying value of
long-lived assets may not be recoverable. At December 31, 2002, Arch does not believe any such conditions exist. Had these
conditions existed, we would assess the recoverability of the carrying value of our long-lived assets and certain intangible
assets based on estimated undiscounted cash flows to be generated from such assets. In assessing the recoverability of these
assets, we would project estimated enterprise-level cash flows which would be based on various operating assumptions such as
average revenue per unit in service, disconnect rates, sales productivity rates and workforce productivity ratios. If the projection
of undiscounted cash flows did not exceed the carrying value of the long-lived assets, we would be required to record an
impairment charge to the extent the carrying value exceeded the fair value of such assets.

In conjunction with the application of the American Institute of Certified Public Accountants Statement of Position 90-7,
Financial Reporting by Entities in Reorganization under the Bankruptcy Code ( SOP 90-7 ), the assets have been recorded at
their fair values based principally on a third-party appraisal. However, if the assessment of the criteria above were to change
and the projected undiscounted cash flows were lower than the carrying value of the assets, we would be required to record
impairment charges related to our long-lived assets.

We recorded an impairment charge relating to our long-lived assets of $976.2 million in the second quarter of 2001, which
is included in depreciation and amortization expense in the accompanying statements of operations.

Reserves for Doubtful Accounts and Service Credits

Application of Critical Accounting Policies
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We record two reserves against our gross accounts receivable balance: an allowance for doubtful accounts and an

allowance for service credits. Provisions for these allowances are recorded on a monthly basis and are included as a component
of general and administrative expense and a reduction of revenue, respectively.
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Estimates are used in determining the allowance for doubtful accounts and are based on historical collection experience,
current trends and a percentage of the accounts receivable aging categories. In determining these percentages we review
historical write-offs, including comparisons of write-offs to provisions for doubtful accounts and as a percentage of revenues.
We compare the ratio of the reserve to gross receivables to historical levels and we monitor amounts collected and related
statistics. Our allowance for doubtful accounts was $42.0 million and $12.8 million at December 31, 2001 and 2002,
respectively. While write-offs of customer accounts have historically been within our expectations and the provisions
established, we cannot guarantee that future write-off experience will be consistent with historical rates, which could result in
material differences in the allowance for doubtful accounts and related provisions.

The allowance for service credits and the related provisions are based on historical credit percentages, current credit and
aging trends and days billings outstanding. Days billings outstanding is determined by dividing the daily average of amounts
billed to customers into the accounts receivable balance. This approach is used because it more accurately represents the
amounts included in accounts receivable and minimizes fluctuations that occur in days sales outstanding due to the billing of
quarterly, semi-annual and annual contracts and the associated revenue that is deferred. A range of allowance balances is
developed and an allowance is recorded within that range based on our assessment of trends in days billings outstanding, aging
characteristics and other operating factors. Our allowance for service credits was $9.7 million at December 31, 2002. While
credits issued have been within our expectations and the provisions established, we cannot guarantee that future credit
experience will be consistent with historical rates, which could result in material differences in the allowance for service credits
and related provisions.

Revenue Recognition

Our revenue consists primarily of monthly service and lease fees charged to customers on a monthly, quarterly,
semi-annual or annual basis. Revenue also includes sales of messaging devices directly to customers and other companies that
resell our services. We recognize revenue over the period the service is performed in accordance with SEC Staff Accounting
Bulletin No. 101, Revenue Recognition in Financial Statements ( SAB 101 ). SAB 101 requires that four basic criteria be met
before revenue can be recognized: (1) persuasive evidence of an arrangement exists, (2) delivery has occurred or services
rendered, (3) the fee is fixed or determinable, and (4) collectibility is reasonably assured. We believe, relative to the sale of
one-way messaging devices, that all of these conditions are met and since the services are deemed not to be essential to the
functionality of the devices, revenue from the sale of one-way messaging devices is recognized at the time of shipment.

We bundle the sale of two-way messaging devices with the related service and since, currently, the sale of the service is
essential to the functionality of the device, we do not separately account for the sale of the device and the service. Revenue and
the related cost of sales are recognized over the expected customer relationship, which is currently estimated to be two years. If
the assumed length of the customer relationship differed significantly or technology advances resulted in the service not being
essential to the functionality of the device; the timing of revenue and expense amortization and the carrying value of the related
deferred revenue and cost could be materially affected.

Capitalization of Device Refurbishment Costs

We incur significant costs associated with messaging devices, including the purchase of new devices as well as the
refurbishment of devices leased to customers. Device refurbishment falls into two general categories; cosmetic cleaning and
repair of external components (i.e. lenses, clips, plastics, etc.) and significant refurbishment or replacement of internal
components, including component level repair and changes, which allow the device to function on different messaging
networks and on different frequencies. The costs associated with cosmetic cleaning and repair of external components are
expensed in the period incurred. The costs associated with significant refurbishment extend the useful life of the device and
allow us to forego the purchase of a new messaging device. Therefore, these costs are capitalized to fixed assets and
depreciated over a one year estimated life.

We had approximately 4.0 million leased units in service as of December 31, 2002, which are subject to customer return
primarily for cancellation of service or exchanges for different devices. We process several hundred thousand such returns on a
quarterly basis and most devices returned require either cosmetic or significant refurbishment. Due to the high volume of
devices processed, specific identification of repairs to specific pieces of equipment is not practical, therefore, we capitalize a
majority of the significant refurbishment costs incurred. These costs consist of both internal costs, primarily payroll and related

Application of Critical Accounting Policies
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expenses, parts consumed in the repair process, and third party subcontracted repair services. The capitalization rate was
determined based on an internal product flow and cost analysis of our in-house repair facility. The capitalization of these
expenses results in lower operating expenses, but higher capital expenditures in each period. For the years ended December 31,
2001 and 2002, $22.4 million and $14.4 million, respectively, were capitalized. If the capitalization rate were different from the
rate currently used, service, rental and maintenance expense and capital expenditures would be affected in equal and opposite
amounts and depreciation expense would differ on a prospective basis.
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Asset Retirement Obligations

We have adopted the provisions of SFAS No. 143, Accounting for Asset Retirement Obligations in accordance with the
requirements of SOP 90-7. SFAS No. 143 requires the recognition of liabilities and corresponding assets for future obligations
associated with the retirement of assets. We have network assets that are located on leased transmitter locations. The underlying
leases generally require the removal of our equipment at the end of the lease term, therefore a future obligation exists. We have
recognized an asset retirement obligation of approximately $2.5 million, $1.7 million of which is included in current accrued
expenses and the remaining $788,000 of which is included in other long-term liabilities. Network assets have been increased to
reflect these costs and will be depreciated over the estimated lives of the network assets, which range between one and ten
years.

The $1.7 million included in accrued expenses was estimated in conjunction with our efforts to reduce the number of
networks we operate. The primary variables associated with this estimate are the number and types of equipment to be removed
in 2003 and an estimate of the outside contractor fees to remove each asset. These assumptions were based on information
included in our 2003 operating plan. Since this is a short-term liability, the present value of the estimated retirement obligations
is not materially different from the gross liability.

The $788,000 included in other long-term liabilities relates primarily to an estimate of the assets to be removed at an
estimated terminal date and has been recorded at its present value assuming a 24% credit adjusted risk free rate, which was
derived based upon the yield of our 12% notes. The undiscounted future obligation of approximately $5.6 million will be
accreted to operating expense over a ten-year period using the interest method. This estimate is based on the transmitter
locations remaining after we have reduced the number of networks we operate and assumes the underlying leases continue to be
renewed to that future date. The fees charged by outside contractors were assumed to increase by 3% per year.

Management believes these estimates are reasonable at the present time, but we can give no assurance that changes in
technology, our financial condition, the economy or other factors would not result in a higher or lower asset retirement
obligation. Any variations from our estimates would generally result in a change in the assets and liabilities in equal amounts
and our operating results would differ in the future by any difference in depreciation expense and accreted operating expense.

PageNet Merger

On November 10, 2000, we completed the acquisition of PageNet for $1.35 billion consisting of 89,896,907 shares of
common stock then valued at $263.4 million, the assumption of liabilities of $1.06 billion and $27.6 million of transaction
costs. In the merger, each outstanding share of PageNet s common stock was exchanged for 0.04796505 shares of common
stock.

Results of Operations

The following table presents certain items from our consolidated statements of operations as a percentage of revenues:

Year En December 31

2000 2001 2002
Total revenues 100.0% 100.0% 100.0%
Operating expenses:
Cost of products sold 4.2 3.6 2.2
Service, rental and maintenance 21.5 26.3 29.5
Selling 12.6 119 8.9
General and administrative 31.0 334 30.9
Depreciation and amortization 58.8 136.2 22.8
(28.8)% (125.5)% 4.8%

Results of Operations
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Year Ended December 31

Operating income (loss)

Net income (loss) (36.4)% (134.9% 202.7%
18

For financial statement purposes, our results of operations and cash flows have been separated as pre- and post-May 31,
2002 due to a change in basis of accounting in the underlying assets and liabilities. See Note 3 of Notes to Consolidated
Financial Statements. For purposes of the following discussion we refer to our results prior to May 31, 2002 as results for our
predecessor company and we refer to our results after May 31, 2002 as results for our reorganized company. The predecessor
company financial data has been compared in the section Comparison of the Predecessor Company Results of Operations for
the Five Months Ended May 31, 2002 to the Year Ended December 31, 2001 and certain financial data of the year ended
December 31, 2002 has been combined and discussed in relation to the year ended December 31, 2001 in the section Year
Ended December 31, 2002 Compared with Year Ended December 31, 2001". However, for the reasons described in Note 3 and
due to other non-recurring adjustments, the predecessor company s financial statements for the periods before we emerged from
bankruptcy are not comparable to the reorganized company s financial statements for the seven months ended December 31,
2002, and our results of operations prior to emergence from bankruptcy, including the five-month period ended May 31, 2002,
are not indicative of future results. The following items are particularly noteworthy:

o a gain of $1.6 billion was recognized in May 2002 from the discharge and termination of debt upon emergence
from bankruptcy;

o a gain of $47.9 million was recognized in May 2002 due to fresh start accounting adjustments;

o reorganization expenses of $22.5 million and $2.8 million were recognized in the five months ended May 31, 2002
and the seven months ended December 31, 2002, respectively, and;

o we did not accrue $45.6 million and $30.4 million of contractual interest while we operated in bankruptcy in the
first and second quarters of 2002, respectively.

Comparison of the Predecessor Company Results of Operations for the Five Months Ended May 31, 2002 to the Year Ended
December 31, 2001

The predecessor company had no results of operations after the effective date of the plan of reorganization. Accordingly,
there are seven fewer months for each item discussed in each 2002 period which exacerbates the quantitative change from the
periods in the prior year and prevents a meaningful comparison between the 2002 and 2001 periods. Please see the section Year
Ended December 31, 2002 Compared with Year Ended December 31, 2001, below for additional information.

Revenues decreased to $365.4 million, a 68.6% decrease, for the five months ended May 31, 2002, from $1.2 billion for
the year ended December 31, 2001, as the number of units in service decreased from 8.5 million at December 31, 2001 to 7.2
million at May 31, 2002 and the five month period ended May 31, 2002 reflects an operating period that is seven months
shorter than the year ended December 31, 2001.

Service, rental and maintenance expenses, which consist primarily of telephone expenses, fees paid to other network
providers, lease payments on transmitter locations and repair and maintenance expenses, decreased to $106.0 million, or 29.0%
of revenues, in the five months ended May 31, 2002, from $306.3 million, or 26.3% of revenues in the year ended December
31, 2001.

Selling expenses decreased to $35.3 million, or 9.7% of revenues, for the five months ended May 31, 2002, from $138.3
million, or 11.9% of revenues, for the year ended December 31, 2001. The decrease was due to fewer sales representatives
resulting from continuing efforts to manage sales force productivity such that as units in service decline fewer sales personnel
are required. In conjunction with efforts to reduce the number of sales personnel, we combined the responsibilities of sales
representatives to include both one and two-way messaging services.

General and administrative expenses decreased to $116.7 million, or 31.9% of revenues, for the five months ended May
31, 2002, from $389.0 million, or 33.4% of revenues for the year ended December 31, 2001. The decreases in general and
administrative expenses were due primarily to lower payroll and related expenses, facilities costs, outside services and bad debt
expense.
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Depreciation and amortization expenses decreased to $82.7 million in the five months ended May 31, 2002, from $1.6
billion in the year ended December 31, 2001. The decrease was principally due to a $976.2 million impairment charge,
recorded in June 2001, related to certain one-way messaging equipment, computer equipment and intangible assets and the
associated reduction in the carrying value of the fixed and intangible assets.
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Net interest expense decreased to $2.2 million for the five months ended May 31, 2002, from $226.9 million for the year
ended December 31, 2001. As a result of filing for protection under chapter 11, we stopped recording interest expense on our
debt from December 6, 2001 through May 31, 2002. Contractual interest that was neither accrued nor recorded on debt incurred
before the bankruptcy filing was approximately $76.0 million and $13.0 million for the five months ended May 31, 2002 and
year ended December 31, 2001, respectively.

In May 2002, upon emergence from chapter 11, we recognized a gain of $1.6 billion resulting from the discharge and
termination of debt incurred before the bankruptcy filing. For the year ended December 31, 2001, we recognized a gain of
$34.2 million on the retirement of debt exchanged for predecessor company stock.

Reorganization expense was $22.5 million in the five months ended May 31, 2002. These expenses consisted of
professional and other fees associated with our bankruptcy proceedings.

In May 2002, upon emergence from chapter 11, we recorded fresh start accounting adjustments resulting in a gain of $47.9
million. See Note 3 to the Consolidated Financial Statements.

We recognized an income tax benefit of $122.0 million for the year ended December 31, 2001. This amount represented
the tax benefit of operating losses incurred subsequent to the acquisition of PageNet, which were available to offset deferred tax
liabilities arising from the PageNet acquisition.

Year Ended December 31, 2002 Compared with Year Ended December 31, 2001

Revenues consist primarily of recurring fees associated with the provision of messaging services, rental of leased units and
device sales. Device sales represented less than 10% of total revenues for the years ended December 31, 2001 and 2002. We do
not differentiate between service and rental revenues.

Revenues decreased to $818.7 million, a 29.6% decrease, from $1.2 billion for the year ended December 31, 2001, as the
number of units in service decreased from 8.5 million at December 31, 2001 to 5.6 million at December 31, 2002. The $344.8
million decrease in revenues consisted of a $317.6 million decrease in recurring fees associated with the provision of messaging
services and a $27.2 million decrease in revenues from device sales. Approximately 82%, or $259.7 million, of the $317.6
million decrease in recurring fees was due to the 2,860,000 net unit losses, while approximately 18%, or $57.9 million, of the
decrease in recurring fees was due to lower average revenue per unit. The $259.7 million revenue decline that occurred due to
fewer units in service was comprised of a $293.0 million decline in one-way messaging revenues partially offset by a $33.3
million increase in two-way messaging revenues. The $57.9 million revenue decline that occurred due to lower average revenue
per unit consisted of revenue declines of $48.5 million and $9.4 million related to one-way messaging and two-way messaging,
respectively. The disconnect rate, primarily in the direct channel, improved throughout 2002 from 4.1% in the quarter ended
March 31, 2002 to 3.5% in the quarter ended December 31, 2002. We anticipate the disconnect rate in the direct channel to
remain consistent with the results of the quarter ended December 31, 2002, but we can give no assurance that this will occur as
many factors may cause changes in the disconnect rate. Some of these factors include our program to reduce the number of
networks we operate, the quality of our customer service and the overall strength of the economy.

Two-way messaging revenues increased to $127.3 million, or 15.5% of total revenues, in the year ended December 31,
2002 from $103.5 million, or 8.9% of total revenues, in 2001. Two-way messaging units in service increased from 334,000 at
December 31, 2001 to 352,000 at December 31, 2002.

Service, rental and maintenance expenses, which consist primarily of telephone expenses, fees paid to other network
providers, lease payments for transmitter locations and repair and maintenance expenses, decreased to $241.3 million, or 29.5%
of revenues, in the year ended December 31, 2002 from $306.3 million, or 26.3% of revenues in 2001. The majority of these
costs are fixed in the short term, and as a result, to date, we have not been able to reduce service, rental and maintenance
expenses at the same rate of decline as units in service and revenues, resulting in an increase in these expenses as a percentage
of revenues. The decrease in expense was primarily a result of lower telephone expenses, fees paid to other network providers,
operator dispatch fees and payroll and related expenses. The decrease in telephone expense of $27.6 million for the year
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resulted from (1) permanent savings due to consolidation of network facilities, favorable rate adjustments and lower
usage-based charges due to declining units in service and (2) a $4.4 million accrual adjustment due to favorable settlement of
certain contract disputes. The decrease in fees paid to other network providers was $14.0 million, due primarily to our efforts to
migrate customers from other network providers to our networks and to a lesser extent lower units in service. The decrease in
operator dispatch fees of $8.7 million was due primarily to lower units in service and to a lesser extent the utilization of other
means to contact alphanumeric subscribers, such as the Internet. Payroll and related expenses decreased by $8.8 million due to
fewer employees in 2002, which resulted from the integration of PageNet technical operations. We expect expenses in these
categories to continue to decrease in 2003, but not at the rate experienced in 2002.
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We believe the primary service, rental and maintenance expense reduction in 2003 will relate to lease payments for
transmitter locations. In the fourth quarter of 2002, we began to recognize a beneficial trend in lease payments for transmitter
locations as a result of our ongoing program to reduce the number of networks we operate. We expect this trend to continue in
future periods, but cannot guarantee that the level of savings will increase as these expenses are based on underlying contracts
which, depending on the particular contract, may or may not result in immediate expense savings.

Service, rental and maintenance expenses related to two-way messaging, consisting primarily of lease payments for
transmitter locations, telephone expenses and fees paid to other network providers, were $46.0 million in the year ended
December 31, 2002 compared to $46.1 million in 2001.

Selling expenses include costs associated with acquiring new subscribers and maintaining current subscribers. These
expenses decreased to $73.2 million, or 8.9% of revenues, for the year ended December 31, 2002 from $138.3 million, or
11.9% of revenues, for 2001. The decrease was primarily due to fewer sales representatives. The reduction in the number of
sales representatives resulted from our continuing efforts to maintain sales force productivity at historical levels, therefore as
units in service decline, fewer sales personnel are required. In conjunction with our efforts to reduce sales personnel, we
combined the responsibilities of sales representatives to include both one and two-way messaging services. Therefore, no
specific selling expenses pertain to one or two-way messaging services.

General and administrative expenses decreased to $252.9 million, or 30.9% of revenues for the year ended December 31,
2002 from $389.0 million, or 33.4% of revenues in 2001. The decreases in general and administrative expenses were due
primarily to lower payroll and related expenses, facilities costs, outside services and bad debt expense. The decrease in payroll
and related expense was $38.7 million. This decrease was the result of 937 fewer employees during 2002 which were due to the
consolidation of operating divisions and reductions in certain functions which tend to vary with units in service, such as
customer service, collections and inventory. Facilities costs were $17.6 million lower in 2002 due to the closure of facilities in
conjunction with the PageNet integration and to a lesser extent the consolidation of operating divisions. Outside services
decreased $14.0 million due primarily to lower consu