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Item 1.01 Entry into a Material Definitive Agreement.

At its meeting on May 2, 2006, the Board of Directors of the Company approved, effective May 1, changes to the
fees paid to non-employee Directors increasing the fees paid to Directors for attending Board meetings from $900
to $1000 per meeting. A complete description of the compensation paid to non-employee directors is set forth in
Exhibit 10.26 attached hereto.
 
Item 7.01 Regulation FD Disclosure
 
The following information is furnished pursuant to Regulation FD: On May 2, 2006, Shenandoah
Telecommunications Company held its annual shareholder meeting, The materials attached hereto as Exhibit 99.1
and Exhibit 99.2 were presented at the meeting. The presentations are also available on the Company’s website.
 
The presentation may contain forward-looking statements about Shenandoah Telecommunications regarding,
among other things, our business strategy, our prospects and our financial position. These statements can be
identified by the use of forward-looking terminology such as “believes,” “estimates,” “expects,” “intends,” “may,”
“will,” “should,” “could,” or “anticipates” or the negative or other variation of these or similar words, or by
discussions of strategy or risks and uncertainties.. Shenandoah Telecommunications undertakes no obligation to
revise or update such statements to reflect current events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events.
 
Item 9.01 Financial Statements and Exhibits

(c) Exhibits

The following exhibits are filed with this Current Report on Form 8-K.

10.26 Compensation for Non-employee Directors
99.1 Annual Meeting Presentation Slides
99.2 Annual Meeting Scripts  

 
 

SIGNATURE
 

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.
 
 SHENANDOAH TELECOMMUNICATIONS COMPANY
 (Registrant)
 
 
 May 3, 2006 /S/ Earle A. Mackenzie
 Earle A. Mackenzie
 Executive Vice President and Chief Financial Officer
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EXHIBIT 10.26
 

Shenandoah Telecommunications Company
 

Compensation for Non-Employee Directors

Monthly Fees

Each director receives a cash fee of $1,000 per month. The Company pays its non-employee directors this
fee in arrears on a monthly basis.

Meeting Fees

Each director receives a cash fee of $1,000 for each board of directors meeting attended. Committee
members are paid cash fees of $200 for each committee meeting attended in person or $100 for each committee
meeting in which they participate by conference call when such meetings are not held in conjunction with a board
of directors meeting. The Committee chairs are paid an additional fee of $100 for each committee meeting they
attend. The Company pays its non-employee directors these fees in arrears on a monthly basis.

Expenses

Directors are reimbursed for the out-of-pocket expenses they incur in attending director education
programs.
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Comparative Results
(in millions, except per share amounts)

0.46

1.39

10.7

19.4

146.4
2005

7.00.43Cash Dividend (per share)

6.11.31EPS – diluted

7.010.0Total Net Income

7.618.0Operating Income

21.0121.0Revenues
% Change

2004. .
(restated)
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Debt Component
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2004 and 2003 Financials Restated

Corrected previous accounting for operating leases

No change to cash expense or revenues from leases

Accounting Weaknesses

Income Tax Review and Calculations

Lacked internal controls and expertise

Supplementing in-house staff with external expertise
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PCS Customers
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Tackley Mill
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Critical Milestone - 100% DSL Availability

“Internet Access Essential for Rural Virginia”
Rural Virginia Prosperity Commission Report, April 25, 2006

“Rural Areas Neglected by Broadband Providers”
Washington Post, March 14, 2006

“U.S. Lags Behind in High-Speed Internet Access”
Wall Street Journal, April 12, 2006

“Survey Finds Gaps in Americans’ Internet Access”
Newsday, October 6, 2005
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Competition for regulated telephone services

Customer owned equipment

Long distance service

Breakup of Bell System

Introduction of mobile communications

Cellular

Personal Communications Service (PCS)

The Internet

Industry Change
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Business Segments

Assets Revenues
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- Negotiate a new, long-term

                                agreement

Sell PCS business to Sprint-Nextel

Pursue legal claims for breach of

                                existing Agreement

Options with Sprint-Nextel
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-Will there be a sale?

If so, what will be the sale price?

What will be the tax effect?

What would the Company do with 
the proceeds?

Major Questions
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Invest in new ventures or

                                acquisitions

Special dividend

Stock buyback

Future Options
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Present Mix of Businesses
Traditional Services
                                Telephone
                                CATV
                                Mobile (Towers)
                                Shentel Services (Internet)
                                Network
                                Long Distance

Personal Communications Services

New Ventures
                                NTC Communications
                                Shentel Wireless
                                Converged Services of WV                            
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Rate of Growth

Present Mix of Businesses

New Ventures

PCS

Traditional 
Services
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Rate of Growth

Mix of Businesses Post Sale

New Ventures

Traditional 
Services
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Assets
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Revenues
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Operating Income
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Net Income
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Total Return - 5 Years
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Comparative Results
(in millions, except EPS)

$1.39

$10.7

2005

6.1%$1.31Earnings Per Share (EPS)

7.0%$10.0Consolidated Net Income

%
Change2004

  (Restated)

22



Operating Income Results
(in millions)

    $  19.4

127.0

$146.4

      2005

7.6%$ 18.0Operating Income

26.3%103.0Operating Expense

21.0%$121.0Revenue

%
Change2004

(Restated)
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Reporting Segments
Revenue

(in millions)

  6.0%  13.3  14.1Other

6.5%3.13.3Mobile
140.0%0.79.8

Converged
  Services (NTC)

4.2%23.724.7Telephone

$146.4

$ 94.4

2005

21.0%$121.0

17.7%$ 80.2PCS

   %
Change2004

(Restated)
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Year End Customers

5.6%143151Mobile/Tower Leases-Non
Aff.                                                   

(16.9%)
79.4%

15,051
2,646

12,514
4,748

Internet
    Dial Up
     DSL

5.0%9,91810,214Long Distance
0.6%8,6318,684Cable
0.2%24,69124,740Telephone

22,326
8,461
9,914

Converged Services (NTC)
    Network
     Video
      Phone

PCS
    Retail
    Wholesale

Change

19.8%
41.7%

2004

102,613
27,337

2005

122,975
38,726
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Operating Expenses
(in millions)

Total

Selling, General & Admin.

Depreciation & Amort.

Cost of Goods &  Services

10.6%22.9%$103.3$127.0

5.6%16.3%38.144.3

5.5%17.9%19.022.4

17.8%24.3%$45.8$60.3

(Restated)

W/O
NTC

%
  Change     2004     2005
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Reporting Segments
Net Income
(in millions)

          7.0%$10.0$10.7    Total  

         20.0 %(0.5)      (0.4)Other

           --1.11.1Mobile

     (330.0%)(0.1)(3.3)Converged Services (NTC)

        17.9%6.77.9Telephone

        92.9%$ 2.8$ 5.4PCS

%
Change   2004    2005
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Q1 Results
Revenue
(in millions)

       %
Change

       Q1
2005

     Q1
2006

5.9%

15.7%

3.4

$34.4

3.6

$39.8

Other

   Total                 

12.5%0.80.9Mobile

16.7%2.42.8Converged Services (NTC)

5.0%6.06.3Telephone

20.2%$21.8$26.2PCS
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Q1 Results
Operating Income

(in millions)

0.0%

(6.7%)

0.0

$4.5

(0.8)

$4.2

Other

   Total                 

0.0%0.50.5Mobile

(100.0%)(0.8)  (1.6)Converged Services (NTC)

16.7%3.03.5Telephone

44.4%$1.8$2.6PCS

   
     Q1

2006
    %
Change

      
       Q1

2005
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Q1 Results
Net Income

(in millions)

370.0%$2.3$8.5   Total

0.0%0.30.3Mobile

150.0%(0.2)(0.5)Other

100.0%(0.6)  (1.2)Converged Services (NTC)

452.6%1.9     8.6*Telephone

* Includes $6.4 million net of tax gain from liquidation of the Rural
   Telephone Bank

44.4%$0.9$1.3PCS

   
       Q1

2006
       %

Change

      
         Q1

2005
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Affiliate Transactions
Sprint-Nextel has acquired six of the 
former Sprint affiliates:

US Unwired
Gulf Coast
Independent Wireless One (IWO)
Alamosa
Enterprise
Ubiquitel
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Affiliates by Covered POPs
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Affiliates by Dollars of Revenue
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Affiliates by Retail Subscribers
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Deal Values as Multiple of POPs
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Deal Values as Multiple of Revenue
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Deal Values as Multiple of Subscribers
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Disclosure Regarding
Forward-Looking Statements

  
This presentation includes “forward-looking statements” within the meaning of Section 27A of the Securities 
Act and Section 21E of the Securities Exchange Act of 1934, as amended, regarding, among other things, our 
business strategy, our prospects and our financial position.  These statements can be identified by the use of 
forward-looking terminology such as “believes,” “estimates,” “expects,” “intends,” “may,” “will,” “should,” 
“could,” or “anticipates” or the negative or other variation of these similar words, or by discussions of 
strategy or risks and uncertainties.  Forward-looking statements in this presentation may include, among 
others, statements concerning:
                                - projections of our future results of operations, cash flows or financial condition; and
                                - our business strategy and our ability to capitalize on any of our competitive strengths.
The expectations reflected in these forward-looking statements are inherently subject to risks, uncertainties 
and assumptions about us and our subsidiaries and we cannot assure you that such expectations will prove to 
be correct.  Important factors that could cause actual results to differ materially from the forward-looking 
statements made herein are set forth in our filings with the Securities and Exchange Commission and include, 
without limitation, risks related to the following:
                                - increasing competition in the communications industry; and
                                - a complex and uncertain regulatory environment.
All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf 
are expressly qualified in their entirety by the cautionary statements included in this presentation.  We 
undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of 
new information, future events or otherwise.  In light of these risks, uncertainties and assumptions, the 
forward-looking events discussed in this presentation might not occur.
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Exhibit 99.2
 

Annual Meeting of Shareholders, May 2, 2006
 

The Prepared Remarks of
Christopher E. French

President
 

(Slide 1) I’d like to start our report on operations with a high level overview of the past year, and then
spend the bulk of my time talking about the issues we face with our PCS business.
 

(Slide 2) Last year was a great year for your company. Our total revenues reached $146.4 million, an
increase of 21.0%. This growth was driven primarily by increasing demand for our PCS services, as well as having
a full year of revenue from NTC Communications. Operating income increased 7.6% to $19.4 million. This
increase was achieved while incurring an operating loss in NTC, which was more than offset with continued
improvement in operating results from our PCS and telephone subsidiaries. One good news/bad news item was the
increased expense for Stock Appreciation Rights or SARs, which relates to stock-based compensation for
employees. The bad part is that the increase in our stock price required the Company to record additional
compensation expense, which lowered net income. The good news is the increase in the stock price increased the
value of your investment in the Company.
 

Net income for the year was $10.7 million, an increase of 7.0%. On a fully diluted share basis, earnings
per share were $1.39, up from a $1.31 from 2004 results. And the cash dividend was increased to 46 cents per
share.

 
(Slide 3) Our strong operating performance enabled us to further reduce our debt. During the year, we

retired $16.4 million of debt, bringing debt as a percent of total assets down to 17.5% at the end of the year.
 
Although these are great results for the year, there were two accounting issues where we didn’t make a

passing grade. (Slide 4) The first issue was our need to restate our 2004 and 2003 financial statements due to errors
in our previous accounting for operating leases. After the meeting I’ll be happy to give you my personal views on
the benefits of the accounting rule involved, but the bottom line is we failed to properly apply the rule to our
accounting of leases for those years. We had reviewed this accounting in prior years and it wasn’t material;
however, with our growing number of leases, the cumulative effect required a change. Although it did not impact
the actual amounts paid for leases, nor change the actual dollars we received in payment from tenants on our
towers, the annual net accounting affect was approximately $200 thousand.

 
The other weakness relates to our review and calculation of income taxes. As our business has continued

to grow and expand to multiple states, we have greatly increased the complexity of our income tax calculations. To
address this, we had already engaged outside tax assistance, but it is still management’s ultimate responsibility to
ensure the
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calculations are performed properly. The final results as reported in our financial statements are correct, but we had
to rely too much on our external auditors to get to that point.

 
Moving beyond financial matters, we had many operational highlights during the year. We were able to

again increase our PCS customer base (Slide 5), despite the uncertainty and speculation concerning our ongoing
status as a Sprint affiliate. We had a net increase in retail PCS customers of almost 20%, which is a direct
reflection of the great job our retail and sales employees did in remaining focused on meeting our customer needs,
as well as our continuing efforts to improve the quality of our PCS network. Another operational accomplishment
was with NTC Communications, where we successfully converted the customer base to our in-house customer care
and billing platforms, and then during the last weeks of August we were able to initiate service for over 20,000
students who lived in properties served by NTC.

 
In February of this year, our Converged Services business announced the successful conclusion of

negotiations to build our first competitive fiber-to-the-home network. We have an exclusive agreement with
RCMS/Legacy Custom Homes for their newest community, Tackley Mill, (Slide 6) which is in Ranson, West
Virginia, just north of Charles Town. This agreement will allow us to be the provider of a comprehensive suite of
voice, video and data services to the 400 townhomes and 600 single family homes planned for the community.
This deal is a great opportunity for us to leverage our expertise and assets such as our fiber network; and it has
already started to generate inquiries from other developers interested in working with us on similar projects.

 
While we have continued to pursue new business opportunities outside of our traditional markets, we

have also continued to invest in the network serving our traditional local exchange market centered here in
Shenandoah County. By the end of 2005 we had completed network upgrades which enabled us to provide high-
speed broadband access service to any of our telephone customers. This milestone (Slide 7) is a great achievement
not only for our company, but also our communities. Many metropolitan areas cannot claim the same availability
of access to broadband. Reaching this milestone means that our Shenandoah Telephone Company customers are on
the right side of the digital divide between those that have, and those that do not have, access to the broadband
services that are necessary to be a viable part of our modern information based society. Our DSL network also will
be the foundation for possibly offering IP-based video, or IPTV, to a larger customer base. This technology is
starting to gain traction as an attractive way for delivering video content, whether within our traditional markets, or
in new markets where we try to expand our presence. We are also looking at whether it will help improve the
economics of delivering High-Definition TV services.

 
There are many things that have contributed to the past success of our organization, but one of the key

factors has been our ability to find opportunities during periods of change. Over the years, your company has
confronted, and taken advantage of, many significant changes in our industry. Some of these were: (Slide 8)
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- the start of competition in telephone service, first with customer owned equipment and later in long
distance;

- the breakup of the Bell System;
- the introduction of mobile communication services, first with cellular and more recently with PCS; and,
- the development and growth of the internet.
 
Along with many others, these changes presented challenges to the way that we, and those in our

industry, operated. And they were always accompanied by predictions that companies like ours could not survive
the change. While we listened to the concerns being voiced, we chose instead to focus on finding the opportunities
these changes created. Our success with our long distance business, fiber networks, cellular, internet services, and
now with PCS, all happened because we were willing and able to take on the challenge of doing something new
and different. These opportunities came with risks and there was no guarantee of ultimate success. But through
planning, hard work, patience, and dedication to providing exceptional service, we were ultimately able to succeed.

 
Our past decision to take advantage of the opportunity presented by PCS has now given us a business

segment (Slide 9) that is the largest part of our company in terms of assets and revenues, and the second largest
and fastest growing contributor to our total net income. Ironically, it is now in this business where we face our
potentially largest change, and therefore potential opportunity, as we work through the impact of the merger
between Sprint and Nextel. This merger has triggered many actions between Sprint and its affiliates, including
lengthy negotiations, lawsuits and acquisitions.

 
We have been spending a large amount of time exploring ways to resolve our issues with Sprint. Our first

goal during these discussions has been to reach a new long-term agreement with them. (Slide 10) We would like to
reach an agreement where we would be allowed to continue to profit from our involvement with PCS, but at the
same time allow Sprint Nextel to also benefit by having a locally focused operator doing a better job attending to
customer needs than they could do by themselves. We think a lot of our customers bought PCS service because of
our focus on service, and therefore it would be nice to find a profitable way to keep those customer relationships.

 
While still open to considering ways to reach a new, mutually beneficial, arrangement, we recently

announced we are now going to also consider the possible sale of our PCS business. Complicating the discussions
with Sprint is our view that the Sprint Nextel merger has caused a breach in our current affiliate agreement. As
mentioned in my letter to the shareholders in the Annual Report, there is also the possibility that we may have to
pursue our legal claims for this breach, which could take many years and would be expensive.

 
We recognize that the ultimate outcome of our discussions will have a significant impact on our

shareholders as well as our employees. Despite the magnitude of the issues we face, unfortunately at this point we
do not have many answers. (Slide 11) Until
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our discussions and negotiations are resolved, we won’t know what the ultimate outcome will be; and if that
outcome ends up being a sale of the PCS business, we won’t know at what price. We do know that if a sale is
desirable or inevitable, then we will take all reasonable steps to maximize that sale price. A sale raises a pretty big
question about taxes. And if there is a sale, what will the Company do with the proceeds?

 
I’m sure everyone has their own questions about a possible sale and its aftermath, but let me try to

address the two major ones about taxes and use of the proceeds.
 
If a sale with Sprint Nextel is concluded, it would most likely be a taxable event to the Company. Due to

Sprint’s merger with Nextel and their pending spin off of their local exchange business, structuring a tax free
transaction does not appear to be a viable option. In all the other cases where Sprint Nextel has purchased an
affiliate, it has been an all cash, taxable transaction.

 
Deciding what to do with the proceeds from any potential sale will be a future decision of the Board of

Directors and will only be made after thoroughly evaluating alternatives. Although the Board has not yet had
specific discussions on this question, I believe some of the alternatives they might evaluate are as follows: (Slide
12)

(1) invest in new ventures or acquisitions to continue creating value;
(2) pay out a special dividend; and
(3) initiate a stock buy-back program.
These are not listed in any particular order and are not necessarily mutually exclusive. I stress again that

no decision has been made by the Board of Directors on these or any other options, so these are not a prediction of
what we may decide to do with the proceeds.

 
Deciding on these options will be just as important as reaching a successful outcome to our issues with

Sprint. And there will be some significant tradeoffs to make. As we look at opportunities, we must remain careful
to not pursue just anything that is new or available. We will need to carefully consider our chances of earning a
return appropriate for the amount of risk we take on. If we pay out a large dividend, or buy back a lot of stock, will
we be left with a company that can afford the high costs a public company must bear, such as the cost of Sarbanes-
Oxley compliance? Whatever the decisions are, I remain confident the Board, as it has in the past, will use its best
business judgment and base its decisions on achieving the best long-term results for our shareholders.

 
While I won’t yet offer guesses about the future, it would be beneficial for all of us to start thinking about

how different it will be if a sale of our PCS operation happens. I’ll leave the predictions to others, but here is a
very fundamental look at our different businesses which lets you get a sense of the possible impact.

 
Our Company today has a mix of businesses that can be grouped into three broad categories: (Slide 13) –

less competitive and slower growth traditional segments, such as our telephone, CATV, mobile, and fiber
networks; our more competitive and higher
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growth PCS business; and finally our new initiatives, which are much higher risk, much more competitive and
much more uncertain.

 
PCS is a more volatile and competitive business (Slide 14) than our traditional segments such as

telephone and CATV. It also has a much higher growth rate than our traditional businesses. Because PCS is more
competitive, it is harder to accurately predict future results. Even so, it is not as uncertain as our newer ventures
such as NTC Communications and our fiber-to-the-home initiative. If the PCS business is sold, (Slide 15) our mix
of businesses will look drastically different from how it looks today.

 
Using these same three categories, let’s take a look at how they break down by certain financial measures.

As you can see from this slide, (Slide 16) our investments are heavily weighted to the traditional segments, but a
very large amount of assets are in the PCS business. Looking at revenues, (Slide 17) you see that PCS has become
the predominant source.

 
Moving to operating income, (Slide 18) the balance shifts back to the traditional services, which are great

contributors despite their slower growth rates. Finally, the contribution to the bottom line, (Slide 19) shows the
traditional segments making the largest contribution, while PCS has become a major producer of rapidly growing
profits after its earlier years of large start up losses. You can also see that our new ventures are incurring losses as
we start and attempt to develop them into future sources of profits, similar to the early years of our PCS business.

 
From looking at our shareholder records, I know that many shareholders have stock that has been passed

down through the generations, and they may continue to hold it because their family has always been an owner.
Today, our company is very different from what it was decades ago when we only provided local telephone service
and were viewed as a stable, regulated utility business. We operate in a very competitive industry. Our risk-profile
is significantly higher and we operate with much more uncertainty and unpredictability than we did decades ago.
And it will continue get even riskier in the future.

 
It is my hope that despite the business risks, many of you have continued to own our stock because you

are pleased with the performance and returns produced by your Board of Directors, management team, and
employees. I also hope that you will continue to do so for those same reasons. Certainly the past five years, (Slide
20) as evidenced by the total return graph from the proxy statement, have been rewarding ones for our
shareholders. The top line of this chart shows the cumulative return realized if you had invested $100 in Shentel
stock at the beginning of January 2000. That $100 would have been worth $267 at the end of 2005, giving a
compound annual rate of return of 21.7%.

 
While we can’t predict all that the future will hold for Shentel, we know we will continue to pursue

business opportunities that should allow us to grow long term earnings for our shareholders. And as we have
always done in the past, we will strive to make decisions which are in the best long-term interest of all
shareholders. (Slide 21)
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The Prepared Remarks of
Earle A. MacKenzie

Executive Vice President & COO
 
Good Morning
 

I want to take a few minutes to cover three topics today. I will review the 2005 results, give you an update
on how we are doing in 2006 with some information on the first quarter and then share some comparison data on
the Sprint Affiliates that Sprint Nextel has acquired to date.
 

2005 was a very good year for your company. We saw continued growth in all parts of the business and
the successful integration of NTC Communications into our operations.
 

(Slide 22) Net income for 2005 was $10.7 million, an increase of 7% over 2004. Although a 7 % increase
is respectable, we accomplished that and still invested in the future with our start up losses in Converged Services
(NTC) and approximately $1.3 million of stock compensation expense as a result of the 33% increase in the stock
price.
 

The Company continued to incur significant cost, approximately $750K, related to the Sarbanes-Oxley
requirements of being a public company.
 

As Chris discussed earlier, we restated our 2004 numbers to reflect the impact of an accounting error
related to how we recorded the revenue and expense for long-term leases. Many other companies in our industry
have restated their financial statements for the same issue.
 

(Slide 23) Revenue increased 21.0%, from $105.6 million to $146.4 million, primarily due to the growth
of PCS and recording a full year's revenue for NTC. I will show some details later.
 

The increase in operating expenses was also driven primarily by PCS and NTC. Expenses grew 23.3% to
$127.0 million.
 

Operating income grew 7.8% to $19.4 million.
 

(Slide 24) In 2005, to reflect the changes in our business and to provide the readers of our external reports
more visibility into our operations, we started reporting
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our results in the segments shown on this chart. In the past, we grouped revenues by Wireline, Wireless and Other.
 

The current "Other" category includes the smaller operating companies of Shentel. Other includes
Shenandoah Cable Television Company, Shentel Service Company (our internet and equipment sales) Shenandoah
Long Distance, Shenandoah Network Company, and Shentel Wireless Company. Shentel Wireless is a new
company we set up in 2005 to focus on wireless broadband opportunities outside of Shenandoah County.
 

PCS had another banner year with a $14.2 million or 17.7% increase in revenue. The phone company had
a respectable 4.2% increase to $24.7 million. The large increase in Converged Services (NTC) is primarily due to
only recording one month of revenue in 2004 and 12 months in 2005. Mobile is primarily our tower business,
which will not be part of any transaction with Sprint.
 

(Slide 25) Let's take a few moments to look at our customer growth. In 2005, we increased our retail PCS
customers by 20,362 or 19.8%. Our wholesale PCS customers increased by 11,389 or 41.7%. Wholesale customers
are primarily prepay customers of Virgin Mobile that focuses on selling service to teens and young adults. The
wholesale providers purchase minutes from Shentel in bulk to resell their customers. Wholesale is a high margin
business for Shentel because we do not incur the cost of customer acquisition, billing, customer service or
collections.
 

For Converged Services (NTC) I have shown only year end 2005 numbers. Due to the billing system and
records we inherited when we purchased NTC, we did not feel confident in providing specific numbers for last
year. We saw modest customer growth in 2005 for NTC by design. Our primary focus in 2005 was the integration
of operations and customers into Shentel. We did not want to add significant new customers until we had our
processes in place. We are shifting our focus to growth for 2006.
 

Our Telephone Company saw a modest increase of 49 net customers in 2005. We continue to run opposite
the national trend of 3% to 5% annual decreases in Wireline customers; this is primarily due to the growth in
housing in the northern part of the county.
 

We continue to have pressure from the satellite TV providers. We increased our programming options and
our rates in 2005 and were able to increase customers by 53 to 8,684 compared to a loss of 65 customers in 2004.
 

Our Internet business continues to evolve. We lost another 2,537 dial-up customers but increased our
DSL customers by 2,102 to 4,748 for an increase of 79%. Many of the dial up customers we lost became DSL
customers.
 

(Slide 26) Operating expenses grew from $103.3 million to $127.0 million or $23.7 million. The increase
is almost entirely a result of PCS and NTC. As you recall,
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we purchased NTC on November 30, 2004, so we only recorded one month of revenue and expenses in 2004.
$12.8 million or 54% of the increase is a result of recording a full year for NTC in 2005. You see at the far right
column the percentage change without NTC. The expenses related to the double digit growth in PCS accounted for
$10.7 million or 45% of the increase in operating expenses.
 

(Slide 27) This chart shows each reporting segment's contribution to net income. The net income from
PCS almost doubled from $2.8 million in 2004 to $5.4 million in 2005. This represents a dramatic turn around
from just a few years ago when in 2002 the PCS net loss was $5.4 million, a swing of almost $11 million in just 4
years.
 

Telephone had an increase in net income of $1.2 million or 17.9%. This significant increase is primarily
due to a new method implemented in 2005 for accounting and allocating shared costs. Upon review of the method
that had been in place for a number of years, we found that an unrealistic percentage of the shared costs of
operating Shentel were being recorded on the telephone company.
 

As anticipated, converged services (NTC) recorded a net loss. 2004 only reflects one month and 2005 an
entire year. We spent significant dollars in 2005 on maintenance and upgrading the networks and back office
systems. We will continue to invest heavily in NTC during 2006.
 

NTC is an early stage company and we will have losses until we grow the company to a sufficient size to
achieve economies of scale. Although we cannot predict the timetable, management believes the pattern will be
similar to PCS with a period of losses and then strong positive net income growth. Buying NTC was an investment
in the future. As you can see, in the short term net income would have been higher without NTC, but Shentel has
had a tradition of focusing on creating long-term value rather than short term returns.
 

The balance sheet remains strong with year end 2005 debt at $35.9 million, a decrease of $16.4 million
from 2004. At December 31, 2005, debt as a percentage of total assets was 17.5% compared to 24.7% at the end of
2004.
 

(Slide 28) The positive news continues into 2006.
 

First quarter 2006 revenue was $39.8 million, a $5.4 million or 15.7% increase over the first quarter of
2005. Once again, no surprise PCS represents the majority of the increase with $4.4 million. We continued to grow
our retail and wholesale customers to almost 170,000. Converged Services (NTC) and telephone increased $400k
and $300k respectively.
 

(Slide 29) Overall first quarter operating income was down $300k from the first quarter of 2005.
 

Page 8
 



Due to accounting changes required as of January 1st for stock options and continued stock appreciation
rights expense as a result of the rising share price in the first quarter, the company recorded approximately $500k
of related expense in this period.
 

PCS increased by $800k or 44% from the first quarter of 2005. Telephone operating income increased
$500k to $3.5 million.
 

Converged Services continues to have an operating loss. As I mentioned earlier, we are making
investments in our networks and back office systems. A major initiative is to automate the sign up of our more
than 20,000 college student customers when they return to school in the fall. These expenditures will position us to
be able to grow NTC efficiently in the future.
 

The operating loss in the other category is primarily related to start up costs for our fiber to the home and
wireless broadband projects.
 

(Slide 30) Net income for the first quarter was $8.5 million. $6.4 million represents an after tax gain
recorded by the telephone company related to the liquidation of the rural telephone bank or RTB. The RTB is quasi
government entity that is a primary lender to the phone company. As a condition of borrowing we had to purchase
stock in the bank. Over the years we have received cash and stock dividends. In late 2005, congress voted to
liquidate the RTB. As a result, the telephone company recorded the $6.4 million gain net of income taxes in the
first quarter and received approximately $11.3 million in April.
 

Excluding this one time event, consolidated net income for the first quarter was $2.1 million.
 

PCS net income grew by 44% to $1.3 million.
 

Excluding the gain from the RTB liquidation, telephone had net income of $2.2 million, an increase of
almost 16%.
 

I have already discussed the issues surrounding the other segments.
 

Earlier, Chris discussed the various options related to the future of our PCS operations. Since a sale is one
of those options, I would like to share some data points related to the sale of other Sprint Affiliates. When the
Sprint and Nextel merged there were 10 PCS affiliates.
 

(Slide 31) Here is a list of former Sprint affiliates that have been acquired by Sprint Nextel. The first was
US Unwired in July of last year and the most recent being UbiquiTel that was just announced on April 20th. There
are currently four remaining Sprint Affiliates, including Shentel.   
 

Page 9
 



(Slide 32) The next three slides each show a different measurement that can be used to express size and
value. You will see how Shentel compares to the affiliates that have sold. The first shows the number of covered
pops. How many people are covered by each affiliate’s network? The largest was Alamosa with 20 million people
in its coverage area. US Unwired and UbiquiTel networks each covered about 8 million and Shentel is at
approximately 1.7 million.
 

(Slide 33) The next comparison is revenue. Alamosa had almost $1 billion dollars of revenue, US
Unwired and UbiquiTel near $500 million and Shentel is at about $100 million.
 

(Slide 34) The final comparison is customers. Alamosa had almost 1.5 million, US Unwired and
UbiquiTel near 500k and Shentel is at 130k.
 

(Slide 35) What the next three slides will show is the wide range of values that Sprint Nextel has paid. If
PCS is sold, we are confident that Shentel will fall somewhere in the existing range, but since there are many
factors and each affiliate is different, it is impossible to predict a potential sales price for our PCS operations.
 

This slide shows the price that Sprint Nextel paid each affiliate per covered pop. Down the left side is the
price Sprint Nextel paid. On the right side of the chart are the values per covered pop from zero to $250. The
points on the chart and the line represent the purchase price paid by Sprint Nextel converted to a price per covered
pop for each affiliate. The highest paid was $218 per pop to Alamosa, down to $89 for Independent Wireless One.
The average is $160 per covered pop.
 

(Slide 36) The second price data point is a multiple of revenue or how many times last year’s revenue did
Sprint Nextel pay. I have repeated the purchase price on the left side of the graph. On the right are the multiples
from zero up to 3.5 times. The highest is Alamosa at 3.17 times revenue, followed closely by Gulf Coast PCS at
3.13 times. The lowest was Enterprise which was paid 1.78 times revenue. The average is 2.65 times revenue.
 

(Slide 37) The final price data point is the multiple of subscribers or how much did Sprint Nextel pay for
each retail customer? I have again repeated the purchase price on the left side. The right side shows the value per
retail customer from zero up to $3,500. The highest this time is Gulf Coast that was paid $3,026 per retail
customer. The lowest was Independent Wireless One at $1,802 per retail customer. The average is $2,522 per
customer.
 

Although interesting, the take away is that there are wide ranges on each data point and there is no clear
pattern that can precisely predict a potential sale price for Shentel’s PCS operations.
 

(Slide 38) Here are the legal disclosures the lawyers require us to make to remain in compliance with the
rules of the Securities and Exchange Commission.
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For further review and future reference, you can find all of our slides posted to our website later today.
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