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PART 1. FINANCIAL INFORMATION
Item 1.

Condensed Financial Statements

ARCH WIRELESS, INC.
CONSOLIDATED BALANCE SHEETS

(unaudited and in thousands, except per share amounts)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Deposits
Prepaid rent
Prepaid expenses and other

Total current assets

Property and equipment
Less accumulated depreciation and amortization

Property and equipment, net

Assets held for sale
Intangible and other assets, net

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Current maturities of long-term debt

Accounts payable

Accrued compensation and benefits

Accrued network costs

Accrued property and sales taxes

Accrued interest

Accrued other

Customer deposits and deferred revenue

Total current liabilities
Long-term debt, less current maturities
Other long-term liabilities

Stockholders' equity:
Common stock - $0.001 par value
Class A common stock - $0.0001 par value
Additional paid-in capital

ltem 1. Condensed Financial Statements

September 30, December 31,
2003 2002

$ 58,890 $ 37,187
29,275 45,308

5,611 4,880

493 9,857

11,908 17,999

106,177 115,231
390,381 391,060
(157,780) (87,278)
232,601 303,782

1,456 3,311

1,226 15,600

$ 341,460 $ 437,924
$ 14,493 $ 55,000
5,929 8,412

17,118 20,948

7,218 10,052

14,011 12,672

5,034 1,446

9,300 12,324

28,580 35,704
101,683 156,558
97,373 162,185

4,074 788

20

2
122,573 121,456
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September 30, December 31,

2003 2002
Deferred stock compensation (2,993) (4,330)
Retained earnings 18,748 1,247
Total stockholders' equity 138,330 118,393

$ 341,460 $ 437,924

The accompanying notes are an integral part of these unaudited consolidated financial statements.

ARCH WIRELESS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited and in thousands, except share and per share amounts)

Three Months Ended September 30,

2003 2002

Revenues $ 143,623  $ 202,157
Operating expenses:
Cost of products sold (exclusive of depreciation, amortization and
stock based and other compensation shown separately below) 1,319 3,791
Service, rental, and maintenance (exclusive of depreciation,
amortization and stock based and other compensation shown

separately below) 46,736 58,792
Selling (exclusive of stock based and other compensation shown
separately below) 11,488 17,386
General and administrative (exclusive of depreciation, amortization
and stock based and other compensation shown separately below) 39,526 63,202
Depreciation and amortization 27,998 40,045
Stock based and other compensation 2,761 2,016
Total operating expenses 129,828 185,232
Operating income 13,795 16,925
Interest expense, net (3,511) (8,068)
Other income (expense) 232 (€28)
Income before provision for income taxes 10,516 8,826
Provision for income taxes (4,330)
Net income $ 6,186 $ 8,826
Basic net income per common share $ 031 $ 0.44
Diluted net income per common share $ 0.31 $ 0.44

ltem 1. Condensed Financial Statements
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Three Months Ended September 30,

Basic weighted average common shares outstanding 20,000,000 20,000,000

Diluted weighted average common shares outstanding 20,080,572 20,000,000

The accompanying notes are an integral part of these unaudited consolidated financial statements.

ARCH WIRELESS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited and in thousands, except share and per share amounts)

Predecessor
Reorganized Company Company
Nine Months Four Months Five Months
Ended Ended Ended
September 30, September 30, May 31,
2003 2002 2002
Revenues $ 462,452  $ 271,124 $ 365,360

Operating expenses:
Cost of products sold (exclusive of depreciation,
amortization and stock based and other compensation
shown separately below) 4,351 4,993 10,426
Service, rental, and maintenance (exclusive of

depreciation, amortization and stock based and other

compensation shown separately below) 145,382 80,166 105,990
Selling (exclusive of stock based and other compensation
shown separately below) 35,703 23,340 35,313

General and administrative (exclusive of depreciation,

amortization and stock based and other compensation

shown separately below) 132,505 86,673 116,668
Depreciation and amortization 91,859 52,612 82,720
Stock based and other compensation 9,232 2,904

Total operating expenses 419,032 250,688 351,117
Operating income 43,420 20,436 14,243
Interest expense, net (13,984) (11,084) 2,178)
Gain on extinguishment of debt 1,621,355
Other income (expense) 315 (179) 110

Income before reorganization items, net and fresh start
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Predecessor
Reorganized Company Company
accounting adjustments 29,751 9,173 1,633,530
Reorganization items, net (22,503)
Fresh start accounting adjustments 47,895
Income before provision for income taxes 29,751 9,173 1,658,922
Provision for income taxes (12,250)
Net income $ 17,501 $ 9,173 $ 1,658,922
Basic net income per common share $ 088 $ 0.46 $ 9.09
Diluted net income per common share $ 087 $ 0.46 $ 9.09
Basic weighted average common shares outstanding 20,000,000 20,000,000 182,434,590
Diluted weighted average common shares outstanding 20,028,504 20,000,000 182,434,590

The accompanying notes are an integral part of these unaudited consolidated financial statements

ARCH WIRELESS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited and in thousands)

Predecessor
Reorganized Company Company
Nine Months Four Months
Ended Ended Five Months
September 30, September 30, Ended
2003 2002 May 31, 2002

Cash flows from operating activities:
Net income $ 17,501  $ 9,173 $ 1,658,922
Adjustments to reconcile net income to net cash

provided by operating activities:

Depreciation and amortization 91,859 52,612 82,720
Gain on extinguishment of debt (1,621,355)
Fresh start adjustments (47,895)
Gain on tower site sale (1,287)
Accretion of long-term debt 4,681 4,067
Amortization of stock and other compensation 2,436 597

ltem 1. Condensed Financial Statements
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Deferred income tax provision
Losses on disposals of property and equipment
Other income
Provisions for doubtful accounts and service
adjustments

Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other
Accounts payable and accrued expenses
Customer deposits and deferred revenue
Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Additions to property and equipment
Proceeds from disposals of property and equipment
Receipts from note receivable

Net cash used for investing activities

Cash flows from financing activities:

Repayment of long-term debt

Net cash used for financing activities

Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures:
Interest paid
Asset retirement obligation
Repayment of debt with restricted cash

Issuance of new debt and common stock in exchange for

predecessor liabilities
Reorganization expenses paid

Predecessor
Reorganized Company Company
12,250
6
179)
20,065 21,560 34,355
(4,032) (17,696) (2,827)
796
14,724 20,238 (18,021)
(7,968) 495 (11,843)
(7,124) (3,097) 4,325
2,600 151 (727)
146,819 88,100 77,163
(18,395) (34,511) (44,474)
3,106
173
(15,116) (34,511) (44,474)
(110,000) (40,259) (65,394)
(110,000) (40,259) (65,394)
13 32
21,703 13,343 (32,673)
37,187 39,527 72,200
58,890 52,870 $ 39,527
6,177 1,055 $ 2,257
1,244 $
$ 36,899
$ 416,101
$ 22,503

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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ARCH WIRELESS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

(a) Preparation of Interim Financial Statements The consolidated financial statements of Arch Wireless, Inc. ( Arch or the

Company ) have been prepared in accordance with the rules and regulations of the Securities and Exchange Commission. The
financial information included herein, other than the consolidated balance sheet as of December 31, 2002, has been prepared
without audit. The consolidated balance sheet at December 31, 2002 has been derived from, but does not include all the
disclosures contained in, the audited consolidated financial statements for the year ended December 31, 2002. In the opinion of
management, these unaudited statements include all adjustments and accruals consisting only of normal recurring accrual
adjustments, which are necessary for a fair presentation of the results of all interim periods reported herein. These consolidated
financial statements should be read in conjunction with the consolidated financial statements and accompanying notes included
in Arch s Annual Report on Form 10-K for the year ended December 31, 2002. The results of operations for the interim periods
presented are not necessarily indicative of the results that may be expected for a full year.

(b) Bankruptcy-Related Financial Reporting  The consolidated financial statements of Arch, prior to its emergence from
chapter 11 on May 29, 2002 (the Predecessor Company ), have been prepared in accordance with 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 ). Arch has prepared the consolidated financial statements on a going-concern basis of accounting.
This basis of accounting contemplates continuity of operations, realization of assets and liquidation of liabilities in the normal
course of business. Upon emergence from chapter 11, Arch (the Reorganized Company ) restated its assets and liabilities, in
accordance with SOP 90-7, on the fresh start basis of accounting which requires recording the assets on a fair value basis
similar to those required by Statement of Financial Accounting Standards ( SFAS ) No. 141 Business Combinations.

(c) Risks and Other Important Factors Based on current and anticipated levels of operations, Arch s management
anticipates that net cash provided by operating activities, together with the $58.9 million of cash on hand at September 30,
2003, will be adequate to meet its anticipated cash requirements for the foreseeable future.

In the event that net cash provided by operating activities and cash on hand are not sufficient to meet future cash
requirements, Arch may be required to reduce planned capital expenditures, sell assets or seek additional financing. Arch can
provide no assurances that reductions in planned capital expenditures or proceeds from asset sales would be sufficient to cover
shortfalls in available cash or that additional financing would be available or, if available, offered on acceptable terms.

Arch believes that future fluctuations in its revenues and operating results may occur due to many factors, particularly the
decreased demand for our messaging services. If the rate of decline of messaging units in service exceeds Arch s expectations,
its revenues will be negatively impacted, and such impact could be material. Arch s plan to consolidate its networks may also
negatively impact revenues as customers experience a reduction in, and possible disruptions of, service in certain areas. Arch
may be unable to adjust spending in a timely manner to compensate for any future revenue shortfall. It is possible that, due to
these fluctuations, Arch s revenue or operating results may not meet the expectations of investors and creditors, which could
impair the value of its debt and equity securities.

(d) Reclassifications  Certain amounts from the prior year have been reclassified to conform to current year presentation.
_________________________________________________________________________________________________________________________]

(e) Long-lived Assets  Intangible and other assets were comprised of the following at September 30, 2003 (in thousands):

Gross
Useful Carrying Accumulated
Life Amount Amortization Net Balance
Purchased subscriber lists 3yrs  $ 3547 $ 3,547 $
Purchased Federal Communications Commission licenses 5 yrs 3,311 2,088 1,223
Other 3 3

$ 6,861 $ 5,635 $ 1,226

ARCH WIRELESS, INC.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Aggregate amortization expense for intangible assets for the three and nine months ended September 30, 2003 was
$290,000 and $2,125,000, respectively. Estimated amortization expense for intangible assets for the remainder of 2003, and for
fiscal years 2004 to 2007 is $83,000, $333,000, $333,000, $333,000 and $141,000, respectively.

Intangible and other assets were comprised of the following at December 31, 2002 (in thousands):

Gross
Useful Carrying Accumulated
Life Amount Amortization Net Balance
Purchased subscriber lists 3yrs $ 10,807 $ 2,542 $ 8,265
Purchased Federal Communications Commission licenses 5 yrs 8,300 968 7,332
Other 3 3

$ 19,110 $ 3,510 § 15,600

(f) Income Taxes  Arch accounts for income taxes under the provisions of SFAS No. 109 Accounting for Income Taxes.
Deferred tax assets and liabilities are determined based on the difference between the financial statement and tax bases of assets
and liabilities, given the provisions of enacted laws.

SFAS No. 109 establishes guidelines for companies that qualify for fresh start accounting under SOP 90-7 and have a
valuation allowance on their net deferred tax assets at the date of emergence from bankruptcy. These provisions require that any
subsequent reduction in a deferred tax asset valuation allowance that existed at the date of fresh start accounting be first
credited against an asset established for reorganization value in excess of amounts allocable to identifiable assets, then credited
to other identifiable intangible assets existing at the date of fresh start accounting and then, once these assets have been reduced
to zero, credited directly to additional paid in capital. As a result, release of the valuation allowance for the nine months ended
September 30, 2003 has reduced the carrying value of intangible assets by $12.3 million, the amount of the income tax
provision.

The effective income tax rate differs from the statutory federal tax rate primarily due to the effect of state income taxes.

The preparation of consolidated financial statements in conformity with generally accepted accounting principles requires
Arch to make estimates and assumptions that affect the reported amount of its tax-related assets and liabilities. Arch has made
significant estimates involving current and deferred income taxes, tax attributes and tax valuation reserves, relating to the
interpretation of various tax laws, historical bases of tax attributes associated with certain tangible and intangible assets and
limitations surrounding the realizability of our deferred tax assets. Arch does not recognize certain current and future tax
benefits until it is deemed probable that certain tax positions will be sustained. A valuation allowance was established upon
emergence from bankruptcy since, based upon information available at that time, it was deemed more likely than not that the
deferred tax assets would not be realized. Forming a conclusion that a valuation allowance is not needed is difficult when a
history of losses exists. Resolution of the uncertainties and estimates upon which these judgments are based could materially
affect the balance of the net deferred tax asset disclosed in Arch s Form 10-K for the year ended December 31, 2002, and such
difference, if any, could have a material positive or adverse effect on Arch s results of operations and financial position. At
September 30, 2003, Arch continues to maintain a full valuation allowance on its net deferred tax assets.

(g) Segment Reporting In conjunction with its emergence from chapter 11 during the quarter ended June 30, 2002, Arch
reassessed the segment disclosure requirements of SFAS No. 131 Disclosures about Segments of an Enterprise and Related
Information. Due to various operational changes which occurred before and during the bankruptcy proceedings, such as the
elimination of dedicated sales and management resources for two-way messaging, Arch no longer believes that its one and
two-way messaging operations meet the disclosure standards of separate operating segments as set forth in SFAS No. 131. In
2002 however, Arch believed it had two operating segments: domestic operations and international operations, but no
reportable segments, as international operations were immaterial to the consolidated entity. As of December 2002, Arch no
longer consolidated the results of certain Canadian subsidiaries. Therefore Arch s results currently relate solely to domestic
operations and its minority interests in its Canadian subsidiaries. The disclosures below reflect the subsidiaries results for the
2002 periods only (in thousands).

Geographic Information

ARCH WIRELESS, INC.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Three Months Ended September 30,

2003 2002
Revenues:
United States $ 143,623 $ 197,281
Canada 4,876
Total $ 143,623 $ 202,157
Reorganized Company Predecessor Company
Nine Months Four Months Five Months
Ended Ended Ended
September 30, 2003 September 30, 2002 May 31, 2002
Revenues:
United States $ 462,452  $ 264,599 $ 357,630
Canada 6,525 7,730
Total $ 462,452  $ 271,124 $ 365,360
September 30, 2003 September 30, 2002
Long-lived assets:
United States $ 235282 % 367,996
Canada 4,668
Total $ 235282 % 372,664

Prior to emergence from chapter 11, Arch determined that it had three reportable segments; one-way messaging
operations, two-way messaging operations and international operations. Management made operating decisions and assessed
individual performances based on these segments. One-way messaging operations consisted of the provision of paging and
other one-way messaging services to Arch s U.S. customers. Two-way messaging operations consisted of the provision of
two-way messaging services to Arch s U.S. customers. International operations consisted of the one and two-way messaging
operations of two of Arch s Canadian subsidiaries.

L
Each of these segments incurred, and were charged, direct costs associated with their separate operations. Common costs

shared by one and two-way messaging operations were allocated based on the estimated utilization of resources using various
factors that attempted to mirror the true economic cost of operating each segment.

The following table presents financial information related to Arch s segments as of and for the five months ended May 31,
2002 (in thousands):

One-way Two-way
Messaging Messaging International
Operations Operations Operations Consolidated
Revenues $ 303,773 $ 53,857 $ 7,730 $ 365,360
Depreciation and amortization expense 42,231 36,418 4,071 82,720
Operating income (loss) 8,496 8,975 (3,228) 14,243

ARCH WIRELESS, INC.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 10
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One-way Two-way
Messaging Messaging International
Operations Operations Operations Consolidated
Capital expenditures 20,815 22,976 683 44,474

(h) Equity On June 12, 2003, Arch s stockholders approved a merger between Arch and a wholly owned subsidiary.
Pursuant to the merger, which became effective on June 13, 2003, each issued and outstanding share of common stock, $0.001
par value per share, of Arch was converted into the right to receive one share of Class A common stock, par value of $0.0001
per share. The rights of the Class A common stock are identical to those of the common stock except for the par value and
certain restrictions on the transfer of shares of Class A common stock. The transfer restrictions will become effective once a
cumulative change in ownership, as defined in sections 382 and 383 of the Internal Revenue Code, of 40% has occurred and
generally restrict shareholders who hold 5% or more of the outstanding Class A common stock from entering into certain
transactions without prior approval of Arch. Once the transfer restrictions are no longer necessary to protect the tax benefits
associated with our federal income tax attributes, the Class A common stock will be subject to conversion back into common
stock, without transfer restrictions, on a share-for-share basis.

(1) Stock Incentive Plan ~ On June 12, 2003, Arch s stockholders approved an amendment to the 2002 Stock Incentive Plan
that increased the number of shares of common stock authorized for issuance under the plan from 950,000 to 1,200,000. In
connection with the amendment to the plan, options to purchase 249,996 shares of common stock at an exercise price of $0.001
per share were issued to certain members of the board of directors. The options vested 50% upon issuance and the remaining
50% will vest on May 29, 2004. The compensation expense associated with these options of $1.7 million is being recognized in
accordance with the fair value provisions of SFAS No. 123, Stock Based Compensation over the vesting period of the options,
$215,000 and $1,089,000 of which has been recognized for the three months and nine months ended September 30, 2003,
respectively, and $574,000 of which has been deferred. The transition to these provisions was accounted for effective January
1, 2003 and disclosed in accordance with the provisions of SFAS No. 148, Accounting for Stock-Based Compensation
Transition and Disclosure, utilizing the prospective method.

(j) Earnings per Share  Basic earnings per share is computed on the basis of the weighted average common shares
outstanding. Diluted earnings per share is computed on the basis of the weighted average common shares outstanding plus the
effect of outstanding stock options using the treasury stock method. The components of basic and diluted earnings per share
were as follows (in thousands, except share and per share amounts):

Predecessor
Reorganized Company Company

Three Months Nine Months Three Months Four Months Five Months

Ended Ended Ended Ended Ended
September 30, September 30, September 30, September 30, May 31,
2003 2003 2002 2002 2002
Net income $ 6,186 $ 17,501 $ 8,826 $ 9,173 §$ 1,658,922

Weighted average common shares outstanding 20,000,000 20,000,000 20,000,000 20,000,000 182,434,590
Dilutive effect of:
Options to purchase common stock 80,572 28,504

Common stock and common stock equivalents 20,080,572 20,028,504 20,000,000 20,000,000 182,434,590

Earnings per share:
Basic $ 031 §$ 088 §$ 044 § 046 J$ 9.09
Diluted $ 031 §$ 087 $ 044 §$ 0.46 NS 9.09

(k) Recent and Pending Accounting Pronouncements In November 2002, the FASB issued FASB Interpretation ( FIN ) No.
45, Guarantor s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of
Others. FIN No. 45 clarifies that a guarantor is required to recognize, at the inception of a guarantee, a liability for the fair value
of the obligation undertaken in issuing the guarantee. The initial recognition and the initial measurement provisions of FIN No.

ARCH WIRELESS, INC.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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45 are applicable on a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure requirements
of FIN No. 45 are applicable for financial statements of interim periods ending after December 15, 2002. Arch adopted FIN No.
45 on January 1, 2003.

In February 2003, as permitted under Delaware law, Arch entered into indemnification agreements with 18 persons,
including each of its directors and certain members of management, for certain events or occurrences while the director or
member of management is, or was serving, at its request in such capacity. The maximum potential amount of future payments
Arch could be required to make under these indemnification agreements is unlimited; however, Arch has a director and officer
insurance policy that limits its exposure and enables it to recover a portion of any future amounts paid under the terms of the
policy. As a result of Arch s insurance policy coverage, Arch believes the estimated fair value of these indemnification
agreements is minimal. Therefore in accordance with FIN No. 45, Arch has not recorded a liability for these agreements as of
September 30, 2003.

In November 2002, the Emerging Issues Task Force ( EITF ) issued No. 00-21, Accounting for Revenue Arrangements with
Multiple Deliverables. EITF No. 00-21 addresses certain aspects of accounting by a vendor for arrangements under which it
will perform multiple revenue-generating activities. EITF No. 00-21 establishes three principles: revenue should be recognized
separately for separate units of accounting, revenue for a separate unit of accounting should be recognized only when the
arrangement consideration is reliably measurable and the earnings process is substantially complete and consideration should
be allocated among the separate units of accounting in an arrangement based on their fair values. EITF No. 00-21 is effective
for all revenue arrangements entered into in fiscal periods beginning after June 15, 2003, therefore Arch adopted its provisions
on July 1, 2003 on a prospective basis. Upon adoption, Arch evaluated its revenue recognition policies and determined revenue
associated with device sales and the provision of messaging services represent two units of accounting. Accordingly, on July 1,
2003, Arch began recognizing revenue from device sales for all device sales upon shipment. Previously, Arch had recognized
revenue from the sale of one-way devices upon shipment and had deferred revenue from two-way device sales and amortized
the revenue over the estimated customer relationship in accordance with the provisions of SAB 101. The adoption of EITF No.
00-21 resulted in approximately $600,000 of additional revenue being recognized in the three months ended September 30,
2003 than would have been recognized under SAB 101. In accordance with the transition provisions of EITF No. 00-21, Arch
will continue to recognize previously deferred revenue and expense from the sale of two-way devices in accordance with the
amortization schedules in place at the time of deferral. At September 30, 2003, Arch had approximately $2.8 million of
deferred revenue and $796,000 of deferred expense from the sale of two-way devices that will be recognized over the next
seven quarters.
_________________________________________________________________________________________________________________________]

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging
Activities. This statement amends SFAS No. 133 to provide clarification on the financial accounting and reporting of derivative
instruments and hedging activities and requires contracts with similar characteristics to be accounted for on a comparable basis.
Arch adopted SFAS No. 149 on July 1, 2003 and the adoption did not have a material effect on its financial condition or results
of operations.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity. SFAS No. 150 establishes standards for the classification and measurement of certain financial
instruments with characteristics of both liabilities and equity. It requires the classification of a financial instrument that is
within its scope as a liability (or an asset in some circumstances). SFAS No. 150 is effective for financial instruments entered
into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim period beginning after June
15, 2003. Arch adopted SFAF No. 150 on July 1, 2003 and the adoption did not have a material effect on its financial
statements or results of operations.

In May 2003, the EITF issued No. 01-08, Determining Whether an Arrangement Contains a Lease. EITF No. 01-08
provides guidance on how to determine whether an arrangement contains a lease that is within the scope of SFAS No. 13,
Accounting for Leases. The guidance in EITF No. 01-08 is based on whether the arrangement conveys to the purchaser (lessee)
the right to use a specific asset. Arch adopted EITF No. 01-08 on July 1, 2003 and the adoption did not have a material effect
on its financial condition or results of operations.

(1) Subsequent Event In September 2003, the indenture governing Arch s 12% notes was amended to permit Arch to
repurchase up to an aggregate compounded value of $22.4 million of the 12% notes. Subsequent to September 30, 2003, Arch
entered into several negotiated transactions in which it repurchased an aggregate of $22.4 million compounded value of its 12%
notes for aggregate consideration of $22.9 million plus accrued interest of $1.1 million. The repurchased 12% notes were
retired. The 12% note repurchase transactions were funded from Arch s cash on hand.

ARCH WIRELESS, INC.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

This quarterly report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. For this purpose, any statements contained
herein that are not statements of historical fact may be deemed to be forward-looking statements. Without limiting the
foregoing, the words believes , anticipates , plans , expects and similar expressions are intended to identify forward-looking
statements. There are a number of important factors that could cause our actual results to differ materially from those indicated
or suggested by such forward-looking statements. These factors include, without limitation, those set forth below under the
caption Factors Affecting Future Operating Results.

Overview

The following discussion and analysis should be read in conjunction with our consolidated financial statements and notes
and the following subsections of the Management s Discussion and Analysis of Financial Condition and Results of Operations
section of our Annual Report on Form 10-K: Overview, PageNet Merger, Results of Operations and Inflation.

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

Direct. Our 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 our direct sales force as these enterprises have typically disconnected
service at a lower rate than individual consumers.

Indirect. Our 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 units in service and revenue associated with our channels of distribution:

As of September 30, As of June 30,
2003 2002 2003
(units in thousands)
Units % Units % Units %
Direct 3,600 81% 4,806 75% 3,787 79%
Indirect 868 19 1,613 25 986 21
Total 4,468 100% 6,419 100% 4,773 100%
For the Quarter Ended September 30, For the Quarter Ended June 30,
2003 2002 2003
(dollars in thousands)
Revenue % Revenue % Revenue %

Overview 13
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For the Quarter Ended September 30, For the Quarter Ended June 30,

Direct $ 133,395 93% $ 184,981 2% $ 143,056 93%
Indirect 10,228 7 17,176 8 11,020 7

Total $ 143,623 100% $ 202,157 100% $ 154,076 100%

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 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 retaining subscribers which is important to maintain recurring revenues and
control operating expenses.
L

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

For the Quarter Ended September 30, For the Quarter Ended June 30,

2003 2002 2003

(units in thousands)
Gross Gross Gross
PlacementDisconnects Net Loss PlacementDisconnects Net Loss Placements Disconnects Net Loss

Direct 141 327 (186) 216 562 (346) 156 400 (244)
Indirect 51 170 (119) 126 367 (241) 63 208 (145)
Total 192 497 (305) 342 929 (587) 219 608 (389)

Demand for one-way messaging services has been declining since 1999 and we believe it will continue to decline for the
foreseeable future. We also believe the market for two-way messaging is likely to remain uncertain, having experienced
declines in units in service in each of the past four quarters.

The other factor which contributes to revenue, in addition to the number of units in service, is the monthly charge per unit.
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 or devices the customer
has in 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 for similar
services and distribution channels are increasing or decreasing. Average revenue per unit by distribution channel and messaging
service are monitored regularly. The following table sets forth our average revenue per unit by distribution channel for the
periods stated.

For the Quarter Ended
For the Quarter Ended September 30, June 30,
2003 2002 2003
Direct $ 11.55 $ 11.77 $ 11.66
Indirect 3.62 3.24 3.47
Consolidated 9.96 9.58 9.92

Overview
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While average revenue per unit for similar services and distribution channels is indicative of changes in monthly charges,
this measurement on a consolidated basis is affected by several factors, most notably the mix of units in service. The increase in
our consolidated average revenue per unit for the three months ended September 30, 2003 from the same period in 2002 and
from the quarter ended June 30, 2003 was due primarily to a change in the mix of units in service between the two channels of
distribution rather than increases in the monthly charges per unit. The number of units in the indirect channel, as a percentage
of our total number of units in service, decreased to 19% at September 30, 2003 from 25% and 21% at September 30, 2002 and
June 30, 2003, respectively. This decrease in the number of indirect units in service, as a percentage of our total number of units
in service, was the primary contributor to the overall increase in average revenue per unit for the three-month period ended
September 30, 2003 compared to the same period in 2002 and to the three months ended June 30, 2003. Despite the overall
increase in average revenue per unit, the decrease in the average revenue per unit in the direct channel is the most significant
indicator of rate-related changes in our revenues. We anticipate that average revenue per unit for our direct units in service will
decline in future periods and the decline will be primarily due to the mix of messaging services demanded by our customers, the
percentage of customers with fewer units in service and, to a lesser extent, on changes in monthly charges. As discussed earlier,
customers with more units in service generally have lower monthly charges for similar services and lower disconnect rates.
Therefore, as the number of customers with fewer units in service declines relative to customers with more units in service, our
average revenue per unit and disconnect rate should decline. At September 30, 2003, approximately 20% of our direct
customers had fewer than ten units in service, 21% had more than ten but less than ninety-nine units in service and 59% had
more than one hundred units in service.

Our revenues were $143.6 million and $202.2 million for the quarters ended September 30, 2003 and 2002, respectively.
As noted above, the demand for one-way messaging services has declined over the past several years and, as a result,
management of operating expenses is 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 efficiency of our expense structure. Even though operating expenses are classified as
described above, expense controls are also performed on a functional expense basis. For the three months ended September 30,
2003, we incurred approximately 75% of the expenses referred to above in three functional expense categories: payroll and
related expenses, lease payments for transmitter locations and telephone expenses.

Payroll and related expenses include wages, commissions, incentives, employee benefits and related taxes. We review the
number of employees in major functional work groups, such as direct sales, collections and customer service 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 that 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. We operate local, regional and
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 consolidate the number of networks and thus transmitter locations. In 2002, we removed 3,800 transmitters from
various networks and plan to remove approximately 4,300 additional transmitters in 2003, including approximately 3,500
removed during the nine months ended September 30, 2003. Due to the nature of the underlying contractual lease agreements,
we cannot give assurances that the level of savings will be proportionate to the reduction in the number of transmitters.
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Telephone expenses are incurred to provide interconnection of our messaging networks, telephone 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 we maintain. The dependence on units in service is related to
the number of telephone numbers provided to customers and the number of telephone calls made to our call centers, though this
is not always a direct dependency. For example, the number or duration of telephone 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 telephone numbers we provide to our customers may have a
usage component based on the number and duration of calls to the subscriber s messaging device. Therefore, based on the
factors discussed above, absent the efforts that have been underway to review telephone circuit inventories and capacities and
to reduce the number of transmitter and office locations at which we operate, telephone expenses do not necessarily vary in a
direct relationship to units in service.
_________________________________________________________________________________________________________________________]

The total of our cost of products sold, service, rental and maintenance, selling and general and administrative expenses
was $317.9 million and $463.6 million for the nine months ended September 30, 2003 and 2002, respectively, and operating
margins in those periods were 31.2% and 27.2%, respectively. The decrease in these operating expenses is discussed in Results
of Operations. An increase in operating margin indicates expense reductions exceeded the rate of revenue declines. Since it is
anticipated that demand for one- and two-way messaging will continue to decline in 2003 and the market for two-way
messaging likely to remain uncertain, expense reductions will continue to be necessary in order for us to maintain operating
margins at current levels.

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 of America. 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, asset retirement
obligations, restructuring reserves and income taxes. We base our 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, known as 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 September 30, 2003, we did not believe any such conditions
existed. Had these conditions existed, we would have assessed 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 have projected estimated enterprise-level cash flows based on various operating
assumptions such as average revenue per unit, disconnect rates, and sales and workforce productivity ratios. If the projection of
undiscounted cash flows did not exceed the carrying value of the long-lived assets, we would have been 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, known as SOP 90-7, the assets were recorded at
their fair values based principally on a third-party appraisal as of May 29, 2002. 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.
_________________________________________________________________________________________________________________________]

Reserves for Doubtful Accounts and Service Credits

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.

Application of Critical Accounting Policies



Edgar Filing: ARCH WIRELESS INC - Form 10-Q

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 $7.2 million and $12.8 million at September 30, 2003 and December 31,
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 $5.6 million and $9.7 million at September 30,
2003 and December 31, 2002, respectively. 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 the sale of messaging devices directly to customers and other companies
that resell our services. In accordance with the provisions of Emerging Issues Task Force Issue No. 00-21, known as EITF No.
00-21, we evaluated these revenue arrangements and determined that two separate units of accounting exist, messaging service
revenue and device sale revenue. Accordingly, we recognize messaging service revenue over the period the service is
performed and revenue from device sales is recognized at the time of shipment. We recognize revenue when these four basic
criteria have been met : (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. The adoption of EITF No. 00-21 resulted in
approximately $600,000 of additional revenue being recognized in the three months ended September 30, 2003.

Prior to July 1, 2003, in accordance with SAB 101, we bundled the sale of two-way messaging devices with the related
service, since we had determined the sale of the service was essential to the functionality of the device. Therefore, revenue from
two-way device sales and the related cost of sales were recognized over the expected customer relationship, which was
estimated to be two years. In accordance with the transition provisions of EITF No. 00-21, we will continue to recognize
previously deferred revenue and expense from the sale of two-way devices based upon the amortization schedules in place at
the time of deferral. At September 30, 2003, we had approximately $2.8 million of deferred revenue and $796,000 of deferred
expense that will be recognized in future periods. If the assumed length of the customer relationship differed significantly in the
future, 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: (1) cosmetic cleaning and
repair of external components (such as lenses, clips or plastic cases) and (2) 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 3.5 million leased units in service as of September 30, 2003, 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
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
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expenses results in lower operating expenses, but higher capital expenditures in each period. For the nine months ended
September 30, 2003 and 2002, $1.7 million and $11.9 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 but opposite amounts and depreciation expense would differ on a prospective basis.

Asset Retirement Obligations

We adopted the provisions of SFAS No. 143, Accounting for Asset Retirement Obligations in 2002 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 $3.7 million at September 30, 2003, $2.4 million of which was
recorded in current accrued expenses and the remaining $1.3 million of which was recorded 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 $2.4 million which was originally recorded 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. At September 30, 2003, accrued other expenses
includes $701,000 related to this obligation.

The $1.3 million which was originally recorded in other long-term liabilities relates primarily to an estimate of the assets
to be removed at an estimated terminal date and was recorded at its present value assuming a 24% credit adjusted risk free rate,
which was derived based upon the yield of our 12% notes at the time we adopted SFAS No. 143. The undiscounted future
obligation of approximately $5.6 million is being accreted to operating expense over a ten-year period using the interest
method. This estimate is based on the expected transmitter locations remaining after we have consolidated 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. At September 30, 2003, $1.4 million of this obligation is included in
other long-term liabilities.
_________________________________________________________________________________________________________________________]

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 higher or lower asset retirement
obligations. 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.

Restructuring Reserves

From time to time, we cease to use certain facilities, such as office buildings and transmitter locations, including available
capacity under certain agreements, prior to expiration of the underlying lease agreements. We review exit costs in each of these
circumstances on a case-by-case basis to determine whether a restructuring reserve is required to be recorded in accordance
with SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities. The provisions of SFAS No. 146 require
us to record an estimate of the fair market value of the exit costs based on certain facts, circumstances and assumptions,
including remaining minimum lease payments, potential sublease income and specific provisions included in the underlying
lease agreements. Subsequent to recording a reserve, changes in market or other conditions may result in changes to
assumptions upon which the original reserve was recorded, that could result in an adjustment to the reserve and, depending on
the circumstances, such adjustment could be material.

Income Taxes

The preparation of consolidated financial statements in conformity with generally accepted accounting principles requires
us to make estimates and assumptions that affect the reported amount of tax-related assets and liabilities. We have made
significant estimates involving current and deferred income taxes, tax attributes and tax valuation reserves, relating to the
interpretation of various tax laws, historical bases of tax attributes associated with certain tangible and intangible assets and
limitations surrounding the realizability of our deferred tax assets. We do not recognize certain current and future tax benefits
until it is deemed probable that certain tax positions will be sustained. A valuation allowance was established upon our
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emergence from bankruptcy since, based upon information available at that time, it was deemed more likely than not that the
deferred tax assets would not be realized. Forming a conclusion that a valuation allowance is not needed is difficult when a
history of losses exists. Resolution of the uncertainties and estimates upon which these judgments are based could materially
affect the balance of the net deferred tax asset disclosed in our Form 10-K for the year ended December 31, 2002, and such
difference, if any, could have a material positive or adverse effect on our results of operations and financial position. At
September 30, 2003, we continue to maintain a full valuation allowance on our net deferred tax assets.

Results of Operations

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 to the Notes to Consolidated
Financial Statements in our Annual Report on Form 10-K for the fiscal year ended December 31, 2002). 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 results of the reorganized company and the predecessor
company for the three and nine months ended September 30, 2003 and 2002 are discussed below. However, for the reasons
described in note 3 to the Notes to Consolidated Financial Statements in our December 31, 2002 Annual Report on Form 10-K
and due to other non-recurring adjustments, certain aspects of the predecessor company and reorganized company financial
statements are not comparable.

Comparison of the Results of Operations for the Nine Months Ended September 30, 2003 to the Results for the Four
Months Ended September 30, 2002

Our financial statements present separate operating results and cash flows for the predecessor company for periods prior to
our emergence from bankruptcy, as well as operating results and cash flows for the reorganized company after our emergence
from bankruptcy. The predecessor company had no results of operations after the effective date of the plan of reorganization,
which was May 31, 2002 for accounting purposes. The predecessor company results reflect the application of fresh-start
accounting that resulted from our Chapter 11 reorganization. Consequently, the predecessor and reorganized company results of
operations and cash flows are not comparable. The predecessor company had five months of results and the reorganized
company had four months of results through September 30, 2002.
_________________________________________________________________________________________________________________________]

Comparison of the nine month period ended September 30, 2003 to the four month period ended September 30, 2002 for
the reorganized company is not meaningful since the primary explanation for changes in items is the significant difference in
the number of months included in each period. Accordingly, a detailed comparison of the results of operations for these periods
is not presented.

However, discussions regarding certain operating trends in revenues and operating expenses are meaningful to an
understanding of our fiscal 2003 results. Those discussions have been incorporated into the sections Comparison of the Results
of Operations for the Three Months Ended September 30, 2003 and 2002 and Comparison of the Results of Operations for the
Nine Months Ended September 30, 2003 and 2002, presented below.

Comparison of the Results of Operations for the Three Months Ended September 30, 2003 and 2002

Revenues consist primarily of recurring fees associated with the provision of messaging services, rental of leased units and
the sale of devices. Device sales represented less than 10% of total revenues for the three months ended September 30, 2003
and 2002. We do not differentiate between service and rental revenues.

Revenues decreased to $143.6 million, a 29% decrease, from $202.2 million for the three months ended September 30,
2002, as the number of units in service decreased from 6.4 million at September 30, 2002 to 4.5 million at September 30, 2003.
The $58.6 million decrease in revenues consisted of a $54.6 million decrease in recurring fees associated with the provision of
messaging services and a $4.0 million decrease in revenues from device transactions. The decrease in recurring fees consisted
of a $54.9 million decrease due to 1.9 million fewer units in service, which was partially offset by a $345,000 increase in
recurring fees due to higher average revenue per unit. The $54.9 million revenue decline that occurred due to fewer units in
service was comprised of a $50.2 million decline in one-way messaging revenues and a $4.8 million decrease in two-way
messaging revenues. The $345,000 revenue increase that occurred due to higher average revenue per unit consisted of a
revenue increase of $627,000 related to one-way messaging partially offset by a decrease of $282,000 related to two-way
messaging. The disconnect rate, primarily for total direct units in service, improved throughout 2002 and 2003 from 3.7% in the
quarter ended September 30, 2002 to 2.9% in the quarter ended September 30, 2003. We anticipate that the disconnect rate for
total direct units in service will continue to improve as the percentage of customers with fewer units in service declines relative
to customers with a larger number of units in service, as customers with more units in service have exhibited a lower historical
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disconnect rate than customers with fewer units in service.

Two-way messaging revenues decreased to $26.8 million, or 18.6% of total revenues, in the quarter ended September 30,
2003 from $31.6 million, or 15.6% of total revenues, in the same period in 2002. Two-way messaging units in service
decreased from 376,000 at September 30, 2002 to 308,000 at September 30, 2003.

Service, rental and maintenance expenses, which consist primarily of telephone expenses, lease payments for transmitter
locations, fees paid to third party network and service providers and repair and maintenance expenses, decreased to $46.7
million, or 32.5% of revenues, for the three months ended September 30, 2003 from $58.8 million, or 29.1% of revenues, for
the same period in 2002. 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 as the rate of decline in units in service and revenues,
resulting in an increase in these expenses as a percentage of revenues. The decrease in expenses was primarily a result of lower
telephone expenses, lease payments for transmitter locations and fees paid to third party network and service providers. The
decrease in telephone expenses of $4.9 million for the three month period ended September 30, 2003, compared to the same
period in 2002, resulted from savings associated with the consolidation of network facilities and lower usage-based charges due
to declining units in service. Lease payments on transmitter locations for the three month period ended September 30, 2003
decreased $4.4 million from the same period in 2002 due primarily to our efforts to consolidate the number of transmitter
locations at which we operate. The decrease in fees paid to third party network and service providers for the three month period
ended September 30, 2003, compared to the same period in 2002, was $1.2 million, due primarily to our efforts to migrate
customers from other network providers to our networks, and to a lesser extent, a lower number of units in service. We expect
expenses in these categories to continue to decrease in 2003, but not at the rate experienced in 2002.
_________________________________________________________________________________________________________________________]

We believe future service, rental and maintenance expense reductions will relate primarily to telephone expenses and to
lease payments for transmitter locations. We expect both telephone expenses and lease payments for transmitter locations to
decrease in future periods as we continue to optimize telephone expense relative to network messaging capacities and to reduce
the number of transmitter locations we lease. However, we cannot give assurances that the level of savings will be
proportionate to the reduction in the number of transmitters as lease payments 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 $9.6 million in the quarter ended
September 30, 2003, compared to $11.2 million for the same period in 2002. The reduction in these expenses in 2003 was due
primarily to lower fees paid to third party network providers which resulted from our efforts to migrate customers to our
network and, to a lesser extent, a lower number of units in service.

Selling expenses include costs associated with acquiring new subscribers and maintaining current subscribers. These
expenses decreased to $11.5 million, or 8.0% of revenues, for the quarter ended September 30, 2003 from $17.4 million, or
8.6% of revenues, for the same period in 2002. 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; therefore, as units
in service decline, fewer sales personnel are required. In conjunction with our efforts to reduce sales personnel and improve
sales force efficiency, 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 $39.5 million, or 27.5% of revenues, for the quarter ended September
30, 2003 from $63.2 million, or 31.3% of revenues, for the same period in 2002. The decrease in general and administrative
expenses was due primarily to lower payroll and related expenses and bad debt expense. The decrease in payroll and related
expenses was $12.1 million. This decrease was the result of 1,262 fewer employees at September 30, 2003 than at September
30, 2002 due primarily to our efforts to maintain or improve the ratio of the number of employees to the number of direct units
in service in various functional categories, such as customer service, collections and inventory. Bad debt expense decreased
$7.7 million for the quarter ended September 30, 2003, compared to the same period in 2002, due to improved collections and
lower levels of overall accounts receivable which resulted from the decreases in revenues described above.

There are no specific general and administrative expenses associated with one or two-way messaging.

Payroll and related expenses and bad debt expense decreased from the three months ended June 30, 2003 by $627,000 and
$1.4 million, respectively, continuing positive trends from 2002 and earlier periods in 2003. While we anticipate the positive
trend in payroll and related expenses to continue throughout the remainder of 2003, as we manage the number of general and
administrative employees to maintain current productivity ratios, the rate of decline will likely decrease. We anticipate bad debt
expense to remain consistent with overall experience over the most recent three quarters. Although we expect these trends to
continue in future periods, we cannot guarantee the level of reductions or absolute expenses will actually occur as they are
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dependent on various factors, most notably the level of general economic activity and the financial strength of our customers.

Depreciation and amortization expenses decreased to $28.0 million in the quarter ended September 30, 2003 from $40.0
million for the same period in 2002. This decrease was due primarily to the reduction in depreciation expense associated with
devices which became fully depreciated in the latter portion of the quarter ended June 30, 2003.

Stock based and other compensation consists primarily of severance payments to persons we previously employed,
amortization of compensation expense associated with common stock and options issued to certain members of management
and our board of directors and costs associated with a long-term incentive plan. The increase in this expense for the three
months ended September 30, 2003 was due primarily to the recognition of approximately $215,000 of compensation expense
associated with the issuance of options to purchase 249,996 shares of common stock to certain members of the board of
directors and the recognition of approximately $827,000 related to the adoption of a long-term incentive plan, both of which
occurred in the second quarter of 2003.

Operating income was $13.8 million for the quarter ended September 30, 2003 compared to $16.9 million for the same
period in 2002, as a result of the factors outlined above.

Net interest expense decreased to $3.5 million for the quarter ended September 30, 2003 from $8.1 million for the same
period in 2002. Since our outstanding notes have a fixed interest rate, the amount of interest expense is directly related to the
amount of debt outstanding in each respective period. The decrease in interest expense for the three months ended September
30, 2003 was due to the average outstanding debt balance decreasing to $126.9 million from $288.2 million for the quarters
ended September 30, 2003 and 2002, respectively. During the three months ended September 30, 2003, we completed the
redemption of our 10% notes. Interest expense in future periods will be dependent on the outstanding balance of our 12% notes.
Subsequent to September 30, 2003, we entered into several transactions to repurchase and retire $22.4 million aggregate
compounded value of our 12% notes. These transactions, combined with the full redemption of the 10% notes during the third
quarter of 2003, the $2.7 million mandatory principal payment on the 12% notes due on November 15, 2003 and an announced
$11.8 million optional redemption of the 12% notes to be made on November 20, 2003 will result in lower interest expense in
future periods.

For the three months ended September 30, 2003, we recognized a $4.3 million deferred income tax provision based on an
effective tax rate of approximately 41%. No provision was recognized for the same period in 2002 because, at that time, we did
not anticipate generating operating income. We anticipate recognition of provisions for income taxes to be required for the
foreseeable future, but we do not anticipate these provisions to result in current tax liabilities. See 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
payment for further discussion.

Net income was $6.2 million for the quarter ended September 30, 2003, compared to $8.8 million for the quarter ended
September 30, 2002, as a result of the factors outlined above.

Comparison of the Results of Operations for the Nine Months Ended September 30, 2003 and 2002

Revenues consist primarily of recurring fees associated with the provision of messaging services, rental of leased units and
the sale of devices. Device sales represented less than 10% of total revenues for the nine months ended September 30, 2003 and
2002. We do not differentiate between service and rental revenues.

Revenues decreased to $462.5 million, a 27.3% decrease, from $636.5 million for the nine months ended September 30,
2002, as the number of units in service decreased from 6.4 million at September 30, 2002 to 4.5 million at September 30, 2003.
The $174.0 million decrease in revenues consisted of a $168.6 million decrease in recurring fees associated with the provision
of messaging services and a $5.4 million decrease in revenues from device transactions. The decrease in recurring fees
consisted of a $175.8 million decrease due to 1.9 million fewer units in service, which was partially offset by a $7.2 million
increase in recurring fees due to higher average revenue per unit. The $175.8 million revenue decline that occurred due to fewer
units in service was comprised of a $170.5 million decline in one-way messaging revenues and a $5.3 million decrease in
two-way messaging revenues. The $7.2 million revenue increase that occurred due to higher average revenue per unit consisted
of a revenue increase of $17.1 million related to one-way messaging partially offset by a decrease of $9.9 million related to
two-way messaging.

Two-way messaging revenues decreased to $81.9 million, or 17.7% of total revenues, in the nine months ended September
30, 2003 from $97.1 million, or 15.2% of total revenues, for the same period in 2002. Two-way messaging units in service
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decreased from 376,000 at September 30, 2002 to 308,000 at September 30, 2003.

Service, rental and maintenance expenses decreased to $145.4 million, or 31.4% of revenues, for the nine months ended
September 30, 2003 from $186.2 million, or 29.2% of revenues, for the same period in 2002. 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 as the rate of decline in units in service and revenues, resulting in an increase in these expenses as a percentage of
revenues. The decrease in expenses was primarily a result of lower telephone expenses, lease payments for transmitter locations
and fees paid to third party network and service providers. The decrease in telephone expenses of $14.5 million for the nine
month period ended September 30, 2003, compared to the same period in 2002, resulted from savings associated with the
consolidation of network facilities, favorable rate adjustments and lower usage-based charges due to declining units in service.
Lease payments on transmitter locations for the nine month period ended September 30, 2003 decreased $12.9 million from the
same period in 2002 due primarily to our efforts to consolidated the number of transmitter locations at which we operate. The
decrease in fees paid to third party network and service providers for the nine month period ended September 30, 2003,
compared to the same period in 2002, was $7.5 million, due primarily to our efforts to migrate customers from other network
providers to our networks and, to a lesser extent, a lower number of units in service.

Service, rental and maintenance expenses related to two-way messaging were $29.4 million for the nine months ended
September 30, 2003, compared to $35.5 million for the same period in 2002. The reduction in these expenses in 2003 was due
primarily to lower fees paid to third party network providers which resulted from our efforts to migrate customers to our
network.

Selling expenses decreased to $35.7 million, or 7.7% of revenues, for the nine months ended September 30, 2003 from
$58.7 million, or 9.2% of revenues, for the same period in 2002. The decrease was primarily due to fewer sales representatives.
The reduction in the number of sales representatives resulted from our continuing efforts to maintain or improve sales force
productivity; therefore, as units in service decline, fewer sales personnel are required. In conjunction with our efforts to reduce
sales personnel and improve sales force efficiency, 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 $132.5 million, or 28.7% of revenues, for the nine months ended
September 30, 2003 from $203.3 million, or 31.9% of revenues, for the same period in 2002. The decrease in general and
administrative expenses was due primarily to lower payroll and related expenses, bad debt expense and facilities costs. The
decrease in payroll and related expense was $32.8 million. This decrease was the result of 1,262 fewer employees at September
30, 2003 than at September 30, 2002 due primarily to our efforts to maintain or improve the ratio of the number of employees
to the number of direct units in service in various functional categories, such as customer service, collections and inventory.
Bad debt expense decreased $21.5 million for the nine months ended September 30, 2003, compared to the same period in
2002, due to improved collections and lower levels of overall accounts receivable which resulted from the decreases in
revenues described above. Facilities costs were $4.3 million lower for the nine months ended September 30, 2003, compared to
the same period in 2002, due to the closure of facilities in conjunction with our efforts to reduce the number of physical
locations at which we operate.

There are no specific general and administrative expenses associated with one or two-way messaging.

Depreciation and amortization expenses decreased to $91.9 million for the nine months ended September 30, 2003 from
$135.3 million for the same period in 2002. This decrease was due to the revaluation of our long-lived assets which occurred in
conjunction with fresh-start accounting on May 31, 2002. The revaluation resulted in a different basis of accounting for the
reorganized company and the predecessor company, and therefore, comparison of the results for the nine months ended
September 30, 2003 and 2002, is not meaningful or appropriate.
L]

Stock based and other compensation consists primarily of severance payments to persons we previously employed,
amortization of compensation expense associated with common stock and options issued to certain members of management
and the board of directors and compensation cost associated with a long-term management incentive plan. The increase in the
expense in the nine months ended September 30, 2003 was due primarily to the recognition of approximately $1.1 million of
compensation expense associated with the issuance of options to purchase 249,996 shares of common stock to certain members
of the board of directors and the recognition of approximately $2.5 million related to the adoption of a long-term incentive plan,
both of which occurred in the second quarter of 2003.

Operating income was $43.4 million for the nine months ended September 30, 2003, compared to $34.7 million for the
same period in 2002, as a result of the factors outlined above.
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Net interest expense increased to $14.0 million for the nine months ended September 30, 2003 from $13.3 million for the
same period in 2002. Due to our filing for protection under chapter 11, we did not record 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 $76.0 million for the nine months ended September 30, 2002. Our current outstanding notes are at fixed
rates, therefore interest expense is dependent only on outstanding balances. During the nine months ended September 30, 2003,
we completed the redemption of our 10% notes. Subsequent to September 30, 2003, we entered into several transactions to
repurchase and retire $22.4 million aggregate compounded value of our 12% notes. These transactions, combined with the full
redemption of the 10% notes during the third quarter of 2003, the $2.7 million mandatory principal payment on the 12% notes
due on November 15, 2003 and an announced $11.8 million optional redemption of the 12% notes to be made on November 20,
2003 will result in lower interest expense in future periods.

Reorganization items were $22.5 million for the nine months ended September 30, 2002. These expenses consisted of
professional and other fees associated with our bankruptcy proceedings. We did not incur any reorganization items in the nine
months ended September 30, 2003, due to our emergence from chapter 11 in May 2002.

For the nine months ended September 30, 2003, we recognized a $12.3 million deferred income tax provision based on an
effective tax rate of approximately 41%. No provision was recognized for the same period in 2002 because, at the time, we did
not anticipate generating operating income. We anticipate recognition of provisions for income taxes to be required for the
foreseeable future, but we do not anticipate these provisions to result in current tax liabilities. See 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
payment for further discussion.

Liquidity and Capital Resources

Overview

Based on current and anticipated levels of operations, we anticipate that net cash provided by operating activities, together
with the $58.9 million of cash on hand at September 30, 2003, will be adequate to meet our anticipated cash requirements for
the foreseeable future.
_________________________________________________________________________________________________________________________]

Sources of Funds
Our principal sources of cash are net cash provided by operating activities plus cash on hand.

Cash Flow. Our net cash flows from operating, investing and financing activities for the periods indicated in the table
below are as follows (in millions):

Nine Months Ended
September 30,
2003 2002
Net cash provided by operating activities $ 147.0 $ 165.3
Net cash used in investing activities $ (15.1) $ (79.0)
Net cash used in financing activities $  (110.0) $ (105.7)
Borrowings. The following table describes our principal borrowings at September 30, 2003 and associated debt service
and amortization requirements:
Compounded Value Interest Maturity Date Required Amortization
$111.9 million 12%, payable in cash semi-annually May 15,2009 Semi-annually in amounts

equal to excess cash - see note
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Compounded Value Interest Maturity Date Required Amortization
(1) below
(1) Excess cash payments are required:
o on each November 15 and May 15, the payment dates, to the extent cash at the prior quarter end exceeds $45

million ($35 million subsequent to September 30, 2004), after taking into account required interest and principal
payments due on the payment date and certain working capital adjustments;

o out of the proceeds of asset sales in excess of $2 million; and
o out of specified kinds of insurance and condemnation proceeds.

We have fully redeemed our previously issued 10% senior notes totaling $200 million principal amount, plus accrued
interest. Subsequent to September 30, 2003, we completed several transactions in which we repurchased and retired $22.4
million aggregate compounded value of our 12% notes and we announced a required $2.7 million excess cash payment on the
12% notes due November 15, 2003 and an $11.8 million optional redemption of the 12% notes to be made on November 20,
2003.

Capital Expenditures and Commitments
Our business requires funds to finance capital expenditures for subscriber equipment and network system equipment.

Our capital expenditures decreased from $79.0 million for the nine months ended September 30, 2002 to $18.4 million for
the nine months ended September 30, 2003. Capital expenditures primarily include the purchase and repair of wireless
messaging devices, system and transmission equipment and information systems. We have funded and plan to fund our 2003
capital expenditures with net cash provided by operating activities. We anticipate that our capital expenditures for the
remainder of 2003 will be consistent with those of the third quarter of 2003. Messaging device purchases were lower in the first
two quarters of 2003 than levels experienced during the third quarter of 2003 as we had been utilizing inventory purchased in
conjunction with a purchase arrangement we had with Motorola, Inc. that expired on September 30, 2002.

We estimate that capital expenditures for 2003 will be approximately $25 million. These expenditures will be used
primarily for messaging devices, with less than $2.5 million of the total being used for information systems and system and
transmission equipment. However, the actual amount of capital we require will depend on a number of factors, including device
replacement requirements of current subscribers, subscriber additions, technological developments, competitive conditions and
the nature and timing of our strategy to consolidate our networks.

Factors Affecting Future Operating Results

The following important factors, among others, could cause our actual operating results to differ materially from those
indicated or suggested by forward-looking statements made in this Form 10-Q or presented elsewhere by management from
time to time.

Declines in our units in service will likely continue or could accelerate, causing decreases in revenues. Operating
expenses may not decline at a rate that matches the decline in revenues.

Reductions in the number of units in service significantly affects the results of operations of wireless messaging service
providers since operations no longer benefit from the recurring revenue generated from the units. In addition, the sales and
marketing costs associated with attracting new subscribers are substantial compared to the costs of providing service to existing
customers. Our units in service have declined for the past several years, including a decrease of 1.2 million units in service
during the nine months ended September 30, 2003. We believe demand for one-way messaging services has been declining
since 1999 and will continue to decline for the foreseeable future and the market for two-way messaging is uncertain, having
experienced declines in units in service in each of the past four quarters. These reductions in units in service have resulted in
substantial decreases in revenues. We expect to continue to experience significant declines in units in service and revenues for
the foreseeable future.

Factors Affecting Future Operating Results
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In order to continue to generate net cash provided by operating activities, despite the anticipated decreases in revenues
described above, reductions in operating expenses will be necessary. In particular, lease payments on transmitter locations and
telephone expenses are the most significant costs associated with the operation of our messaging networks, accounting for
36.5% of our service, rental and maintenance, selling and general and administrative expenses thus far in 2003. Reductions in
these expenses are dependent on our ability to successfully consolidate the number of messaging networks we operate,
ultimately resulting in fewer locations on which we are required to pay monthly lease and telephone interconnection costs. Due
to the nature of the underlying contractual agreements for our transmitter locations, there can be no assurance that the
consolidation of the transmitter locations will result in immediate, proportionate savings in lease payments. Furthermore, our
efforts to consolidate the number of transmitter locations could lead to further unit cancellations as some subscribers may
experience a reduction in, or possible disruptions of, service.

We are dependent on net cash provided by operating activities as our principal source of liquidity. If our assumed
reductions in operating expenses are not met, or if revenues decline at a more rapid rate than anticipated and that decline cannot
be offset with additional expense reductions, net cash provided by operating activities would be adversely affected. If we are
not able to achieve anticipated levels of net cash provided by operating activities, we may be required to reduce desired capital
expenditures, which can result in higher losses of units in service.

We believe that future fluctuations in revenues, operating expenses and operating results may occur due to many factors,
particularly the decreased demand for one-way messaging services and the uncertain market for two-way messaging services,
and the fluctuations could be material. These fluctuations, if material, could have a significant impact on our net cash provided
by operating activities, which could impair the value of our debt and equity securities.

Competition from mobile, cellular and PCS telephone companies is intense. Many companies have introduced phones and
services with substantially the same features and functions as the one and two-way messaging products and services provided
by us, and have priced such devices and services competitively.

We face competition from other messaging providers in all markets in which we operate, as well as from cellular, PCS and
other mobile wireless telephone companies. Competitors providing wireless messaging and information services continue to
create significant competition for a depleting customer base, and providers of mobile wireless phone services such as AT&T
Wireless, Cingular, WorldCom, Sprint PCS, Verizon, T-Mobile and Nextel now include wireless messaging as an adjunct
service to voice services. In addition, the availability of coverage for mobile phone services has increased, making the two
types of service and product offerings more comparable. Cellular and PCS companies seeking to provide wireless messaging
services have been able to bring their products to market faster, at lower prices or in packages of products that consumers and
businesses find more valuable than those we provide. In addition, many of these competitors, particularly cellular and PCS
phone companies, possess greater financial, technical and other resources than those available to us.
_________________________________________________________________________________________________________________________]

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.

We currently anticipate that we will have sufficient tax deductions from our operations, including from the federal income
tax attributes that we retained after our emergence from chapter 11, to offset future federal taxable income (before these
deductions) for the next several years. The extent to which these tax attributes will be available to offset future federal taxable
income depends on factual and legal matters that are subject to varying interpretations. Therefore, despite our expectations, it is
possible that we may not have sufficient tax attributes to offset future federal taxable income.

If we experience a change in ownership, as defined in sections 382 and 383 of the Internal Revenue Code, we could have
significant limits on the amounts and timing of the use of various tax attributes. Generally, a change in ownership will occur if a
cumulative change in ownership of more than 50% occurs. The cumulative change in ownership is a measurement of the
change in ownership of our stock held by all of our 5% stockholders. In general terms, it will equal the aggregate of any
increase in the percentage of stock owned by each 5% stockholder over the lowest percentage of stock owned by each of them
during the prior three years, but not prior to May 29, 2002, the day we emerged from bankruptcy.

For example, if a stockholder owned 5.5% of our outstanding stock on May 29, 2002 and subsequently purchased
additional shares so that it now owns 9.5% of our outstanding stock, that stockholder s subsequent acquisitions of our shares
would contribute to a change in ownership of 9.5% minus 5.5%, or 4.0%. We would combine the change in ownership
calculations for all of our 5% stockholders whose interests have increased to calculate the cumulative change in ownership. If
the aggregate increase in the ownership percentage of all of these stockholders exceeds 50%, then a change in ownership will
have occurred. In making these calculations, all holders of less than 5% of our outstanding stock generally will be combined
and treated as one 5% stockholder.

Factors Affecting Future Operating Results
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Some of our stock is held or was held by five groups of affiliated entities, each of which holds or held 5% or more of our
stock. Depending on the relationship among the entities within four of these groups and the amount of our stock owned by each
entity, it may be inappropriate to treat one or all of these four groups as holders of 5% or more of our outstanding stock. These
four groups could represent up to an approximate 20% cumulative change in ownership while the fifth group currently
represents a 1% cumulative change in ownership.

If the deductions associated with our tax attributes are insufficient to offset future federal taxable income, or if a change in
ownership occurs and our deductions are limited, we would likely generate taxable income and would be required to make
current income tax payments. Any such payments would reduce our cash available to repay our outstanding debt and could
impair the value of our debt and equity securities.

To help protect these tax benefits, our board of directors and stockholders approved the merger of our company with a
wholly-owned subsidiary. In the merger, which became effective on June 13, 2003, each issued and outstanding share of our
common stock was converted into the right to receive one new share of our Class A common stock, which is subject to the
following restrictions on transfer. After a cumulative change in ownership of our stock of more than 40%, any transfer of Class
A common stock by or to a holder of 5% or more of our outstanding stock will be prohibited unless the transferee or transferor
provides notice of the transfer to us and our board of directors approves the transfer. Our board of directors will approve a
transfer of Class A common stock if it determines in good faith that the transfer (1) would not result in a cumulative change in
ownership of our stock of more than 42% or (2) would not increase the cumulative change in ownership of our stock. Prior to a
cumulative change in ownership of our stock of more than 40%, transfers of Class A common stock will not be prohibited
except to the extent that they result in a cumulative change in ownership of more than 42%, but any transfer by or to a holder of
5% or more of our outstanding stock requires a notice to us. Similar restrictions apply to the issuance or transfer of an option to
purchase Class A common stock if the exercise of the option would result in a transfer that would be prohibited pursuant to the
restrictions described above. Transfers by or to us and any transfer pursuant to a merger approved by the board of directors or
any tender offer to acquire all of our outstanding stock where a majority of the shares have been tendered will be exempt from
these restrictions. Once the transfer restrictions are no longer necessary to protect the tax benefits associated with our federal
income tax attributes, the Class A common stock will be subject to conversion back into common stock without transfer
restrictions on a share-for-share basis.
_________________________________________________________________________________________________________________________]

We cannot assure that the merger and the transfer restrictions on the Class A common stock will prevent a change in
ownership or otherwise enable us to avoid significant limitations on the amounts and timing of the use of our tax attributes.

Our operations may be disrupted if we are unable to obtain equipment from vendor sources in the future.

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 were 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.

Motorola discontinued the production of messaging devices in 2002. We entered into a last time purchase arrangement,
which ended September 30, 2002, that allowed us to purchase specific quantities of certain models of one and two-way
messaging devices. Since that time,

o we have entered into development and purchase agreements with PerComm Inc. for two-way messaging devices,
o we have commenced ordering new one-way messaging devices from three alternative sources,

o we have purchased reconditioned one-way messaging devices in the secondary market, and

o we are evaluating several additional vendors as alternative sources of one and two-way messaging devices.

We believe that our existing inventory and purchases from other available sources of new and reconditioned devices will
be sufficient to meet our expected one and two-way device requirements for the foreseeable future.

Glenayre discontinued the production of the network equipment that we had purchased from them. However, 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 that we believe will be sufficient to meet our equipment
requirements for the foreseeable future.

Factors Affecting Future Operating Results
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Restrictions under debt instruments prevent us from declaring dividends, incurring debt, making acquisitions or taking actions
that management considers beneficial.

Our debt instruments limit or restrict, among other things, our operating subsidiaries ability to pay dividends, make
investments, incur secured or unsecured indebtedness, incur liens, dispose of assets, enter into transactions with affiliates,
engage in any merger, consolidation or sale of substantially all of our assets or cause our subsidiaries to sell or issue stock.

We might be prevented from taking some of these actions because we could not obtain the necessary consents even though
we believe taking such actions would be beneficial.

_________________________________________________________________________________________________________________________]
Loss of our key personnel could adversely impact our operations

Our success will depend, to a significant extent, upon the continued service of a relatively small group of key executive
and management personnel. We have employment agreements with our chairman of the board and chief executive officer, our

president and chief operating officer and our executive vice president and chief financial officer, and we have issued restricted
stock, vesting over three years, to ten members of our senior management.

The loss or unavailability of one or more of our executive officers or the inability to attract or retain key employees in the

future could have a material adverse effect on our future operating results, financial position and cash flows.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our debt financing consists of fixed rate secured notes, which are traded publicly and are subject to market risk. The fair
values of the fixed rate senior notes were based on market quotes as of September 30, 2003. Trading in the notes is infrequent.

mpounded Val Fair Val Stated Interest Rate Scheduled Maturity
$111.9 million $114.1 million 12% 2009

Item 4. Controls and Procedures

Our company s management, with the participation of our chief executive and chief financial officer, evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act)
as of September 30, 2003. Based on this evaluation, our chief executive officer and chief financial officer concluded that, as of
September 30, 2003, our disclosure controls and procedures were (1) designed to ensure that material information relating to
our company, including our consolidated subsidiaries, is made known to our chief executive officer and chief financial officer
by others within those entities, particularly during the period in which this report was being prepared and (2) effective, in that
they provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC s rules and forms.

No change in our internal controls over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) occurred during the fiscal quarter ended September 30, 2003 that has materially affected, or is reasonably likely
to materially affect, the Company s internal controls over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

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.

ltem 1. Legal Proceedings
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Item 2. Changes in Securities and Use of Proceeds

None.

Item 3. Defaults upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Security Holders

None.

Item 5. Other Information

Our board of directors has set Thursday, April 29, 2004 as the date for our 2004 annual meeting of stockholders. The time
of day and place of the 2004 annual meeting will be announced in the formal notice of the meeting.

Proposals by stockholders that are intended for inclusion in our proxy statement and proxy and to be presented at the 2004
annual meeting pursuant to SEC Rule 14a-8 must be submitted to our corporate secretary at our principal executive offices,
1800 West Park Drive, Suite 250, Westborough, Massachusetts 01581, no later than December 22, 2003 in order to be
considered for in inclusion in our proxy materials relating to that meeting.

In addition, our by-laws require that we be given advance notice of stockholder nominations for election to the board of
directors and of other matters which stockholders wish to present for action at an annual meeting of stockholders, other than
matters included in our proxy statement in accordance with SEC Rule 14a-8. The required notice must be made in writing and
received by our corporate secretary at our principal executive offices not less than 60 days nor more than 90 days prior to the
first anniversary of the preceding year s annual meeting of stockholders. However, in the event that the annual meeting of
stockholders in any year is advanced by more than 20 days, or delayed by more than 60 days, from the first anniversary of the
preceding year s annual meeting of stockholders, a stockholder s notice must be received no earlier than 90 days prior to such
annual meeting and not later than the close of business on the later of (A) the 60th day prior such annual meeting and (B) the
10th day following the day on which notice of the date of such annual meeting was mailed or public disclosure of the date of
such annual meeting was made, whichever occurs first. Because the date of our 2004 annual meeting of stockholders has been
set for April 29, 2004, in order to comply with the time periods set forth in our by-laws, appropriate notice for the 2004 annual
meeting must be received by our corporate secretary at our principal executive offices no earlier than January 30, 2004 and no
later than February 29, 2004.

Item 6. Exhibits and Reports on Form 8-K
(a) The exhibits listed in the accompanying exhibit index are filed as part of this Quarterly Report on Form 10-Q.
(b) The following reports on Form 8-K were filed for the quarter for which this report is filed:

Current Report on Form 8-K dated July 23, 2003 and filed July 24, 2003 (reporting, under item 5, the trading of
Arch s Class A common stock on the Nasdaq National Market).

Current Report on Form 8-K dated August 7, 2003 and filed August 8, 2003 (furnishing, under item 12, Arch s
press release reporting financial results for the quarter ended June 30, 2003).

Current Report on Form 8-K dated and filed September 26, 2003 (reporting, under item 5, the effectiveness of a
supplemental indenture relating to the 12% subordinated secured compounding notes due 2009 of Arch s wholly
owned subsidiary).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

ARCH WIRELESS, INC.

Dated: November 12, 2003 BY: /S/J. Roy Pottle

J. Roy Pottle

Executive Vice President and
Chief Financial Officer
(principal financial and

duly authorized officer)

EXHIBIT INDEX

Exhibit No. Description
10.1 Supplemental Indenture, dated September 26, 2003, among Arch Wireless Holdings, Inc.
the guarantors listed therein and The Bank of New York, as Trustee, relating to the 12%
Subordinated Secured Compounding Notes due 2009 of Arch Wireless Holdings, Inc. (1)
31.1*%  Certificate of the Chief Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a),
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, dated November
12,2003
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Exhibit No. Description

31.2*%  Certificate of the Chief Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a), as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, dated November 12,
2003

32.1*%  Certificate of the Chief Executive Officer pursuant to Rule 13a-14(b) or Rule 15d-14(b)
and 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, dated November 12, 2003

32.2*%  Certificate of the Chief Financial Officer pursuant to Rule 14a-14(b) or Rule 15d-14(b)
and 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, dated November 12, 2003

* Filed herewith
(1) Incorporated by reference from the Current Report on Form 8-K of Arch Wireless, Inc. dated and filed
September 26, 2003.
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