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UNITED STATES

SECURITIESAND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIESEXCHANGE ACT OF 1934

Date of report (Date of earliest event reportédizly 12, 2005
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(Exact Name of Registrant as Specified in its Glrart

Delaware 1-32362
(State of Incorporation) (Commission File Number)

505 Third Avenue East, Oneonta, AL 35121
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area c(®{¥) 625-3574

52-2126395
(I.LR.S. Employer
Identification No.)

Check the appropriate box below if the Form 8-lif{lis intended to simultaneously satisfy the §jlimbligation of the registrant under

any of the following provisionsgee General Instruction A.2. below):

Written communications pursuant to Rule 425 urtderSecurities Act (17 CFR 230.425)

O  Soliciting material pursuant to Rule 14a-12 uritierExchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Ride2(b) under the Exchange Act (17 CFR 240.144)2(b
O

Pre-commencement communications pursuant to Fde4(c) under the Exchange Act (17 CFR 240.138-4(c




[tem 1.01 Entry into a Material Definitive Agreement

On May 12, 2005, the board of directors of Otelto. (the “Company”) adopted a long-term incentilemp The compensation
committee of the Company’s board of directors détermine which employees of the Company or arts@ubsidiaries are eligible to
participate in the plan. Under the plan, the Comypaill establish a Target EBITDA (as defined irethlan) before the start of each year. In
any year in which the Company’s Actual EBITDA exdedarget EBITDA (“Excess EBITDA"), the Company lndreate an incentive pool
amount for participating employees consistingixif5%s of the first $1 million, or any portion therfe of Excess EBITDA and (ii) 20% of the
amount by which Excess EBITDA exceeds $1 millidrne incentive pool amount will be divided by thé& faarket value of the Company’s
income deposit securities (“IDS3pn December 31 of each year and the compensatiomittee will determine the allocation of distribaris
of units (which consist of the right to receive fa@ market value of an IDS as of its distributidate plus all dividend and interest payments
made on the IDSs) under the plan to participatimgleyees. Units under the plan generally vesttlyaars after their issue date.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf
the undersigned hereunto duly authorized.

OTELCO INC.
(Registrant
Date: May 18, 200

By: /s/ Curtis L. Garner, J
Name: Curtis L. Garner, Jr.
Title:  Chief Financial Officel
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