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Paging Network. Inc. (PageNet) is the large 
provider of paging services in the II ' I  
Its operating cash flow. the key performan re in  the paging 
industry. and operating cash flow the best in  the 
industry. I 
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PageNet has achieved this distinction by p service to selected 
major metropolitan areas and its services at rates 

I  generally below the 
transmission 

PageNet's common stock began trading puqlicly 14 October 1991. II 
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one of PageNet's computerized paging terminals, the company transmits a radio 

signal to the subscriber's pocket-sized radio receiver. The signal causes the pager 

to beep or vibrate and, with certain products, provide the subscriber with 

additional information from the caller. 

PageNet Ones Array of Services 

The company offers four basic types of paging service -digital display, tone- 

only. tone-plus-voioe and alphanumeric display. Ninety-two percent of 

PageNet's pagers in service, however, are digital display. With a digital display, 

the caller mn transmit a numeric message such as a telephone or account 

number to the subscriber. 

Subscribers mn receive local, regional or nationwide paglng service from 

D 'Subscribers m rtuvivr local. PageNet. In fact, PageNet is the only paging company that has the capability 
regional or nationwide paging 
service from PageNet." within its own facilities of providing those options. Other companies either do 

not offer these pagingcoverage options or contract with a third.party to 

provide them. 

In addition to paging services. the company provides voice messaging and 

personalized and automated answering services, marketed under the names 

~ a g e ~ a i l '  or PageMail Boxw. With these services when a caller reaches the 

subscriber's pager number, a message recorded in the subscriber's voice is 

heard. The caller has the option of inputting a numeric message or recording a 

voice message. Numeric messages appear on the pager immediately. 

Notification of a voice massage also occurs immediately, and the subscriber can 

retrieve the message from a touch-tone phone. 

The company's SurePageN service is a paging package that includes a digital 
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and amortization '. . . ., .+ . . . . . . .  + . . .  .... : .3:+32.4 35.4 
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Net ~ e v e n u e i  for the jeirinde~D;eoeAtier 31,,1991.;inc@ased 37.8% to-$15?.2&lli~n compared tcr$l i i .2 ,;.,' 
millio.n for the year elided..peceniber 31, .1990:1~.e~@i~es; rent andmaintenirici ~@venues.fbr the ye&r esded : :; 
December.31, 1.99l;iticreased . 35.8.%t& . $145;8 mlllio~compafed to %i07.4millio;i1 fop the.year ended. , .' . ~:: 
December 31,. 199.0; Theiuzre ,a~ewa%~i im~1i1$~& to cdntillired growthin t" numVeF ofdaggi$ in'seriloe; , : ' . . 
with subscribers of the Company. Thenumbe$.qf $igers i ,j i 'servikewit.h.$ub~ibe~ i t  Decemb*r 3 1 , l & i ~ + : .  . 

1,281,643, comp@ed t0892;389..~a~&a.in . . .  krvice.with subscribers at .~'ecember3,i; lS@b,an incrkwe:Of$~.$~b~-. . 
~rodukt  sales.-lesscdit~ofprpducts sold,'lncrea@ed from $ .3 :8rn i i l ibn~f0r th~ ,~~~r  eeded.Dec.ehtier Sl . , l@@,$&~.~-  : 
$7.5 million for theyeak ended&cember 31,1991 and isheask;d as.a'p'ercen$aie o~Net.k$venue~frpmS.596;~h'~' . . . . .  ,.: ' ,  

1990 to 4;9%.in lg$ i  .. This ighfea~e in pro@uet @a!;e,sis attributable . t,othe'+mpang's I , .  . .. ednfinue&ei&apsion .. into: . - 
. . . .  . . . .  . _  ..: _,;. ,:... ,.:-.:-:;? ? ,  

the third.party regell&+ market;.:;:::, '.' . " <., . :"i :.: - - '":. . ~ ....... . . . : . . . . . . . . . . .  : ; :  . . . . . . . . . . . . . . . . . . . .  . . .  . . . . . . . .  . , ,  % .. , . . . . . .  . . . .  , z .  
. . .  :.. ," ? . .? 

. ,' - 7 .  . . ~ . . . . . . . .  , . . . _ ' .  ~ . . . .  
. . ' Z  , .  

. . .  . .. . . '. , ., - .  ., . . .. .: 
Serviees,rentand maintenance expins& incieasd 34.8%-to $26.1 million f6r the yeif ended kI&cembeij$-I;-. - ..,* . -.. - . - I  . , .' 
1991, compared to $18.6 mill-ion for-the-year endea'~.ecember'31, -1990 As ahercentage;6f Net ~evenui5s, .. :*.-', ; , 

however, services, ren.tarjd mainie'nanck expknses deqreaeed from 16.7% to 16.4%. prilri&ily as  aresul,&.$;i . . .  ' i; ... ., '~ 

, ~ .  . . *.. 
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. . .  .' , ..,G$neral add ;dnii~istritip+expenseg iiCre&eds8.7i:to $4.9.4 inilli~i($2.2$:bf ~ i t ~ e v e n u e i j  fbr the year.. .; 
-.'e$de$;~ec,&nb&r 3 l , f 9 9 l ; ' ~ ~ & ~ a r e d  td,$35.,@migbp:(92.6%,bf Net-Reve~iues) for the year ended Decernber,~~; . . . .  a ,,. 

.. : 1.. .<1{99Q. This:increiik &$$ attiibutable to'#ddifiwal corporate level ~os@.+uitin$;fr~m the  hewr regionalized '1. '. ;.::' 
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As ares& o~-th.eab&e fiFt&; for-thi , j i i i  ended ~ e i e i $ b e i . ~ i ,  h ~ : l : ~ a + n i ~ s b $ f 6 ~ i ~ t e ~ s t ,  taxes, . - 

. depreciati66 ak&::am6rti$ati'oi?:increw 46.?%-@ $@:3~iilion~(37.4%of I@t Rii+eriue~) wmparbd-to $39.3 
~ ~ 

:.:. million (35.4% oPNet ReG?.nues) for ~ ~ tlie correspon&lng.pefiod . ,,, in 1990;. . 
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. corie@pondiag period id, the prioi year.by 29.2% fram.$S&8:million t 441 .2  million,  he increase in . .. ,. . - , .  . . '.' :. d ~ e c i a ~ ~ p ~ a n d l ~ m o i t i e a t i ~ n n ~ ~ ~ i n s ~ w a s ~ p r ~ a r i i ~  att?ib;&table@the EncmeasS in thehe.nymber of pagers : . , . ~. . 
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% ~. . < . . . . . . .  - . ~  . . 

,, ..'; - owned by &e~o&$a,ny. : .  , . . ~. y . . . . . .  , .  , . .  : 
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Net  Re$enues rnireag~d42.9%, fr~$$i718.million in 198.9 te-$1>'1.2 milltonin 199% ~e rvkes ,  rent and. : . - .  .' ~ ~ .? . . -  ... 
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As of Decgmber 31, 1991, the Company's unusedsources of funds consisted of approximtitely $1.9 million in 
cash and cash.equivalents. In addition, under the Credit Agreement. which expires in June 1998, and 
'conditioned upon meeting certain financial covenants, the Company ban borrow up to the lesser of $265 million 

. I  

o r  a defiped borrowing base, in either case reduced by outstanding letters of credit. As of December 31,1991, 
the Company's 1,ndebtedness under the Credit Agreement was $146.0 million. Udder the provisionsol the 
Credit Agreement, the Company had approximately $119.0 million available for borrowing as of December 3 1, 
1991. Management believes funds available under the Credit Agreement, plus funds generated from t.Le- 
Company's operations will be sufficient to meet pr.ojected capital expenditure requirements. 

. In February 1992, the Flnancial Accounting Standards Board issued Statement of Financial Accounting 
.. Standards No. 109, 'Accounting for Income Taxes.' The Company has not yet adopted the provisions of Statement 

. No. 109, but it is not anticipated to have a significant adverse impact on the Company's financial position. 

Inflation is npt a material factor affecting the Company's business. Paging system equipmentand transmission 
costs have not increased and pager costshave actually declined significantly over time (approximately 70% sincm 
1984); thishas Veen reflected in lower prices chargedtb the Company's subscribers. General operating expenses 
such as salaries. employee benefits and occupancy costs are. however. subject to normal inflationary pressures. 
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&IYTWORI( HC., 
, c a m a ~ ~ s r ~ ~ m ~ ( o m c r n  

Yearsended December 31:1989; I990,ind 1991 
(in-thou&nds, except shareand per share inforniation)~ : '. ~ . 

. . . .  . . . .  .. ~. 'r..ta1 , ---A 

. . -  &&on' Paid-In ' ~ccumulated- , Stockholders' 
Stock Capital Deficit Equity(Deficitj 

Balance, Januiy.1, i 9 8 ~  $260 , $ 8,302 $ (34,707) $ (26,145) 
Retirement of 39,473shares of ' ~ 

.Cornmod Stock for cash - (27) (14) (41) 
. , lasuance oP484.538 shatea of CommonStock 

. uponexercise of stockoption8 (Note 4) 5 .  . 6 3 8  : ' - -643 
Paymentof oash dividend of $1.32per share - (8,913) ' (26,086) . . (34.999) 

- . ~. . . , - .  - (13.604) (13,604) . ~ . Netloss . . . . ,.. - 
~ . . . . . 

Balance. December S1. 1989 26.5 - . ' (74,411) (74,146) 
- . Retirement of 67,983 aharesof ~ m m o n  stock for eash (1) (23) (54) (78) 

. -  < . . . . . . . .  . .  1ssuaibeof 70,023 sharesof CommonStock . . .  . . .. . ~ 

1 2 ; .'.....;. .. ,118 0 I, upon exercWe.of s.@ckoptions (Note 4) . ; %--. . '. ', -. ' - 
. . - ' . . , ,,.: 

117 
Paymentofc~h~ifld~n&of$0.57p.ex,,@baree., :: .~ ::? . , .. - . . . . . .  . .~, (93) . (14.905) (14,998) 
Netloss ' .i,;:; ;. ::?' . . .  :. . . . . . . . . . . .  . . . . .  . .  - 

, $  
- .":... ..: I , ,  . . . . . .  i :  , ,??.,: ;. ,,.. > . .: ~ t .  . ,  .;. - ' '. . . . .  

(832). . (832) 
<...".'... , , * *  ' - Is.,% --  , <+ :<, .: : .-.<,,.= . . : " > . .~ . . " . .  . . . . . . . . :  .......... 

Balance, deeember 31,1990 m? ,<:; , .. - . - (90,202) : (89,981) 
Retirement of41,250 sbarea of Common 8toek for ea9h (I):, .:.. , (14) (95) (110) 

' $ > ,  > - ,  Issuance of 104,232 sbares of Common Btock . . , : L.S .-I - . .~ 
..;... . upon exercise of stock options (Note 4) 1 >. 2 1 . ' : .  - .- -: . . ,;: : 

'216 
Proceeds from 6,950,000 shares of Common Shck .*..- -I"'- " , . : 7  ' .: .. : 

issued (Note 8) - ,  ..:: . 116,59$;j-;l, <!.. ;. - . , .. .."..-...&,,aas). . 

115,667 
......... Net loss . ~ :. . I -  -., >... - 

, . -  . 1 , .  - * - ,.,: . . . . .  
- (9,258) 

. . 

1. Ths ~ ~ ' k C a d l 8  P @ C h  ~ a g i n ~ ~ & o r k , ~ n c .  (~ag~~et)~asfo~id~n~e~tember,2,1981,forthe 
purpose ofacquiribg;.wnst&cting agd operating kadio Common.Cari!iers (RCC) in various,Wtions throughout the United 
States. PgeNet's Commbn Stock is publicly traded although one'stockholder. The Uolder Thoma Fund, currently owns a 
majority of the-sharesoutstanding. 

The consolidated financial statements include theaccounts of pageNet andits whollyawped substdiaries (the Company). All 
intercompany t r an rnons  have been eliminated. 

. , :  , . 
,. , 

Certain amounts for ended prior to December31,1991 have been reclaqified'to coriform b current year presentation.: . 

- .  

In April, 1990, tide ~ o m p &  !old its pagingoperation lo&@ in fo"r citiesih. the Skte of ~ladama for again of appmxiinately 
$17.700.000. This Amount has been reflected inthe consolidated finandial statementsof ~eheompany. During 1990,fhis . . - 
entity contributed approximately 1.5% of the consolidated revenue of the Company. 





, Under the CredltAgreemenh PageNet maydeslgnate all or any portionof the borrowingsoutstandingto beeithera Reference 
Rate Loan or a Eurodollar Rate Loan. The portion designated aa a Reference Rate Loan bears intere6t at the bank's referenre . . .  

. . :. . r& plus ap&ehedaipd&it'dd'uponthee l&el ofbomw@gs iP&dkng relStive.tothej.esulb of opetions, which 
, - '.ranges fr0.m 6% to 1:3/4~A%ie powon designateil+&a ~urodollar~ate -bears ink+taf the &.ondon Interbank Offered 
: Rate (LIBOR) ( & k ? ~ e  qdjlist&~pluga predkfin.ed,amountbaaed ~kpbnthi'level of $&wingso&tanding relativk to the 

resyits of bperations,~wgch ?aiig&.ffom, 1 - 1/4% h3%-:4t . . .  current l eve l s~of .bb im&~;~~e~s~jwt ine~ts  to Rt'ference Rate . ~. and LIBOR loinsare 0%.and ~'.L/4%,~~pektively.. .... 1 .. . . 
. . .  . . 

- .  
. . . ~. 

, . .  . . 
I .  , . . :. , 

. ~ t .  ~ecemb'er 31;1991,+1l@ 1.990; ~ a g e ~ e t  @I d e s 1 ~ - d  $16;.029.000 and$39,500.000,'i&~ective1~, as ~eferenci   ate 
- .  Loans. ~heacwelinteiest rate for ~e@ren.&.&te~oansat~bbef31,  i991 and imo; wss.7--11496 ihd 11 - 1.14% 

- : re~pectively.&e~nterest rate 0~,thevarious~urodoll~kate~oansat~ecembe~3~, . . 199'1 ranged fwin 6.56%.b 7.25%. 
. . . . 

- .  . . 

. >.,. : page~ethas utiiizeil tpter&t rat.? swip.agree&rits to effectivel~estslbliih f ix4  i;it&est iatas:~n$i4d.ooo.oo~ of vaiiable 
:- , . :rate deb$; ~nde fone~~e&en t ;$age~e t  is iequired.@ pay$p&@+ely 12.~%,ohanotio$alprin~pal rimbunt of 
. . .  
; ... ; ::. $65,0@!00% ~ ~ e r s ~ t ~ ~ o ~ ~ ' ~ ~ . , ~ e  ~&nk).. ,~n~t+, ~ a g ~ ~ i t  recejvespayken~'eq~al'~to~, 2.3 or 6 month LIBOR or . . 
, .::', < the ipmntpr .pe rate, asselect@ from.tjDie @'iimeBy,the @ink, ~ l u ~ ~ ~ ~ ~ ~ & ~ ~ n s ~ e . & . ~ c b ~ m u ~ t i ~ f i e d  by a kiotional 
, .. 
. _ I  

.-:: . . principa1,amount of -&~.oOOOO~~~:  $Iisintwest:.iates%bp a$Feement weentered intbin f989, expires on.&bber2,1992. . 
.I.; .., The Bank also has.theoptfonoYexkp&n$ the term on this swap for @vb years.. . . .  , . 

, .~ . . .  . . - . -  . . . : .' 
, . 

' 

uider r  seoond agr&ie;it; entkd'ia&-l990 k&exp$ing 0ctob;er2,:1993, P4et-i6required t&ay ipproximately . . 
' : 11.53%onanotionalprindpal amount of $$3,00O,C!00 to the $rink. In.retum,P~eNet're&es payments equal'to the 1,2,3, : . .,', 
. or 6 month L W R  raie; ?wen t  prime rate, aS selected frorntime @time b j r b  W. pluc'iii agreed-upon spread factor 
multiplied by the riotiod principal . , ~ountof$3~000 ,000 .LJpderth i s .~ .~ent  . . the l b k  also hgs the option td extend the 

. . . . . . .  . . 
. . .  . . .  kpn for two y&.. : . . . . .  . . .  

. . .  . - . . . . . . .  . . - ~. . ~ . .  - ,  . . 

PageNetalsoentered into a basisswapagreement with theBank on a notional principal amount of $100,000,000. Under this 
agreement. -Net is required to pay lu llle Bankan amount equal to the three month LIBOR rate, which is fixed every three 
~onths,.plus&a$ee~-i~dnsgread?ictarmufti~li~d by~henotionalpripci~am&tof $100,QO0~000:~t ~ecember 31, 
1991. thithiee month ~ 1 ~ 0 ~ r a t e w a s  a~oroxi&atelv8.22?&. TheBank has Wed.theinteieat foronehalf of the notional 
principal amount ($50.000.000) at 11.03% for the period from June 10.1991 toOctober 2.1992. and the Bank 
may elect to extend this rate for onehalf the notional principal amount throug4October 2,1994. In return. PageNet receives 

. . . . .  piymentsequalto L2.3 or6 month'UM~rite~qthemr&pzime rate,as&~ected~o~.&ebtimeby t h e h ;  plus an . ,  - - - .  
agreed-upo<spread~ficetb1:multipli6d . by~el:~tional.p~cipapal~ount . bf$100;000,0~);.~he.&rm of thsswap continues 

. . . . .  . ~ 

: .,until0ctoberQ,.l.994. . ..I' . . . . . . . . . .  . . . .  .. . . .~ . , . - .  . . . . .  . . . ~ .  . ., . . . . . . . ~ .- . , .. . . 
In addition to the above, PageNet hasan Interest rate cap agreement asa protection againstfumreLLBOK rate Increases above 
11%. Thisagreement,entered into in 1989. is on amohon&amount of $10,000.000 and iseffective until March 30.1992. Net 

, . .  
receipts or &men& under the above interest rate agrqkmenb a r e r e c d g k d h  adjudrpnt to iliterestkxpeda;e; . . .  :. , . .  . . 
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The 1992 Stock OptionPlan for Directors (the Directors' Plan], for nonemployee Directors of the Company. was adopted by 
the Board on January 20,1992, subject to stockholders' approval, and provides for thegranting of nonstatutory options to 
purchase Common Stnckat not leas than 300% of the fair marketvalue on the date the options are granted. The Directors' 
Planis administered by the Committee. The total number of shares of ComInonStockwith respect to which options may be 
granted under theDirectors' Planmy not exceed 250,000. No options have beengranted underthe Directors' Plan at 
December31,1991. 

Options granted underthe Directors' Plan are non-transferrable (except by the laws %descent and distribution) and the 
Committee h@ exclusive authority to select the Umes when and the Directors whom stwk options may be granted. the 
number ofsharesof Common Stwk to be acquired by exercise of stock options, the exeralse price and the term during which 
options may be exercised. It is currently anticipated thatoptions granted pursuant to theDirectors' Plan will become 
exercisable in kmtallments over a period of years, but that onceshares bmme exercisable they will not be subject to vesting 
orrepurchase rights. 

Information concerningISOs at December 31,1989,1990 and 1991 is aa follows: 

- -.I .- 
Outstanding January 1 . .- .1 - 1,387,313 " .~:5 ,,,, ., - 

Granhd - i 180,000 
Cancelled q n ~ ~ , ; , . ' J 2  - - 

- -  - - (140,970) 
A 8- -,, 1.8 

Exei-cised , = : ,  , ..:, I , .~ - 
8 - a. . .- ,. , .  - P , ,  

(484.53%) 
Dubtanding December 31 ' ' I. c..: ,<~ CI ~n 941,805 

L -. ;, 8 

Options exercisable 529.305 

Option price range-options outstanding 
Option price range-options exercised 

Subsequent to December 3 1,1991, atotal of 3,532 ISOs were exercised at option prices ranging from $8.1 741 1.67 per share. 
Additionally, atotal of 138.109 options were granted pursuant to the 1991 Plan at an option price of $24.125 per share. 

& The Company has operating leasesfor office and transmitting sites with lease terms rangingfrorn a month 
to approximately ten yem. There are no signipicant renewal or purchase options. In mosteases, the Company expects that in 
the normal courseof business, leaseswillberenewed or replaced by otherleases.Tota1 rentexpensefw 1989,1990 and 1991 
was approximately $4,947,000, $6,988,000 and$9,064.000 respectively. 

The following is aschedule by year of future minimum rental payments required under operating leases that have remaining 
noncancelable leaseterms in excess of one year at December 31.1991. 

Year ending December 31: 
1992 
1993 
1994 
1995 
1996 
Later years 

TOW minimum paymentsrequired 
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w e  haveaudited the wdompanying odns91idated balano*:sh.eets:of~a~in~~e~ork,~hc. asbf ~ece*b6r,31,1991 
and 1990, and thet.elakd c&so~dated-st+temen& of opemtioes,&hhfl~$ahdstack$piders'eq@Q [deficit) foi 
each of the thrq  years ip the period endkdDepember.31; 1991. ~h&e.f@~ciat 'statemen~ are the responsibfiQ 
of the Companyls management. Our responsibility . . is to &press an opinion onthe&finanoial . . statements based 
on our audits. . . . . 

1 . ;  _ 
w e  conducted.burau&ts i ivhrdance with aoc+p~;auditi&~ standards. 'ho& s&dar&s require that 
we *la& and perpor&ft.he h.udit h ~ o b t s i n r e a s o n a b l e : & 6  about whehherthefimndial statements are free 01 
material niisstat&uerit. An a@lit.includp examining, on a i&t b.@is,:kvide~s~ppojLngthe muunts and 
dfsclosur~ in the fin&n&@ kiatements. An:a'u&t ak+o'hclyd& a&W&ng* *adi~thg p@.diples used and 
significant estimates xijade by plarisgernent, well.@ d a t i n g  the over@llXK&slicial . , statement presentation. 
We belieye that our iuditiprovide a~maspnable basisfor owopinion. .- . . .  

ln our oiiniqii.pe finandals@te&en@referr@.to above present fai,ri.y, k$&l .~at&i&~&spects, the 
conso$idat8dfinafinank+ poiition o f P a m  N.etwo&, lnc.at'~&mber 31,1991'ind 199q.and the comolidated 
results df ite op&rations and i@.cash flows for &&.of &he .tlrree years h t b e  period ended . . December 31.199 1, in 
wnforniity with:gemraQy a&@ amunegprLndple.%. . . - : 

- . . , . . - . . 
. .  . 

a .  

. ~aJlas,~ekas ~ ~~ 

March 6.1992 
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