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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 8-K/A
CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
Date of report (Date of earliest event reporté@ttober 14, 2011

Otelco Inc.
(Exact Name of Registrant as Specified in its Girart

Delaware 1-32362 52-212639E
(State or Other Jurisdiction of (Commission File Number) (IRS Employer Identification No.)
Incorporation)

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

Registrant’s telephone number, including area c(RiE5) 625-3574

Check the appropriate box below if the Form 8-kflis intended to simultaneously satisfy the §liobligation of the registrant under
any of the following provisionsgee General Instruction A.2. below):

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

O Soliciting material pursuant to Rule 14a-12 untherExchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rlde2{b) under the Exchange Act (17 CFR 240.14d)2(b)
O

Pre-commencement communications pursuant to Raded{c) under the Exchange Act (17 CFR 240.13€e}4(c)



As previously reported on a Current Report on F&A filed on October 14, 2011 (the “Original Filif)g on October 14, 201
pursuant to that certain Stock Purchase Agreendam¢d as of April 1, 2011, by and among Shorehataphene LLC (the “Buyer”)a direc
wholly-owned subsidiary of Otelco Indonald S. Arnold, I, James C. Arnold, Susan Endld (the foregoing three individuals, collectiv;
the “Sellers”) and Shoreham Telephone Company, (Ii&horeham”),as amended on October 14, 2011, the Buyer purctebketithe issue
and outstanding capital stock of Shoreham from Sledlers (the “Stock Purchase’s also previously reported on the Original Fil
immediately following the closing of the Stock Plase, Shoreham merged with and into the Buyer, th@Buyer continuing as the surviv
entity in the merger. This Current Report on Fori/8 amends the Original Filing to include the firtdad statements and pro forma finan
information required by Item 9.01 of Form 8-K.

Item 9.01. Financial Statements ariekhibits.

@ Financial Statements of Businesses Acquired.

The audited financial statements of Shoreham asdffor the years ended December 31, 2010 and &@0flled as Exhibit 99.1
this Current Report on FormiA. The unaudited financial statements of Shorelzamf and for the nine months ended Septembe2®
are filed as Exhibit 99.2 to this Current Reportrammm 8-K/A.

(b) Pro Forma Financial Information.

The unaudited pro forma consolidated balance sieef September 30, 2011 and consolidated statsmé&irtcome for the year enc
December 31, 2010 and for the nine months endeté®éer 30, 2011 are filed as Exhibit 99.3 to thisrént Report on Form 8-K/A.

(d) Exhibits.
Exhibit No. Description
23.1 Consent of Berry Dunn McNeil & Parker, LLC, an ipeé&dent public accounting fir
99.1 Audited financial statements of Shoreham as offanthe years ended December 31, 2010 and
99.2 Unaudited financial statements of Shoreham as @ff@anthe nine months ended September 30, :
99.3 Unaudited pro forma consolidated balance sheet 8smtember 30, 2011 and consolidated statemermsaine for the year

ended December 31, 2010 and for the nine monthasdeBdptember 30, 20:



SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causedréport to be signed on its bel
by the undersigned hereunto duly authorized.

OTELCO INC.
(Registrant
Date: December 22, 20:
By: /s/ Curtis L. Garner, J
Name: Curtis L. Garner, J
Title: Chief Financial Office




Exhibit 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inifeggion Statement No. 333-169738 on Forr@ &-Otelco Inc. of our report dated Febrt
3, 2011, with respect to the balance sheets ofeblaon Telephone Company, Inc. as of December 31 20d 2009 and the related staterr
of income and retained earnings and cash flowsheryears then ended, and our report dated Decemi2&11, with respect to the bala
sheet of Shoreham Telephone Company, Inc. as de®éer 30, 2011 and the related statements of iacamd retained earnings and ¢
flows for the nine-month period then ended andstiadement of operations and retained earningsh#othreemonth period then ended, wh
appear in this Current Report on Form 8-K/A of ©telnc.

/s/ Berry Dunn McNeil & Parker, LL

Portland, Maine
December 22, 2011



Exhibit 99.1
INDEPENDENT AUDITORS’ REPORT

Board of Directors
Shoreham Telephone Company, Inc.

We have audited the accompanying balance she@batham Telephone Company, Inc. as of Decembe2(®10 and 2009, and the rele
statements of income and retained earnings, and ftass for the years then ended. These finandatkements are the responsibility of
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

We conducted our audits in accordance with U.Segily accepted auditing standards. Those standarfsre that we plan and perform
audit to obtain reasonable assurance about whitadinancial statements are free of material ratestent. An audit includes examining, ¢
test basis, evidence supporting the amounts awtbdiges in the financial statements. An audit &lstudes assessing the accounting princ
used and significant estimates made by managerasntiell as evaluating the overall financial statetrresentation. We believe that
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referrecgibove present fairly, in all material respedtsg, financial position of Shoreham Teleph
Company, Inc. as of December 31, 2010 and 2009trencesults of its operations and its cash floevgtie years then ended in conformity \
U.S. generally accepted accounting principles.

/s/ Berry Dunn McNeil & Parker, LL(
Portland, Maine

February 3, 2011
VT Registration No. 92-000278



SHOREHAM TELEPHONE COMPANY, INC.
Balance Sheets
December 31, 2010 and 2009

ASSETS

Current assel
Cash and cash equivalents, including interest-bgatéposits of $292,000 in 2010 and
$247,000 in 200! $
Marketable securitie- available for sali
Marketable securitie- held to maturity, current portic
Accounts receivable, less allowance for doubtfgbants of $75,000 in 2010 and 2C
Materials and supplie
Prepaid expense

Total current asse

Property, plant and equipment, at ¢
Telecommunications plant in servi
General support asse
Central office equipmer
Cable and wire facilitie
Nonregulated plar
Telecommunications plant under construct

Less accumulated depreciation

Net property, plant and equipment

Other noncurrent asse
Marketable securitie- held to maturity, excluding current porti
Cash surrender value of life insurar
Other investment

Total other noncurrent asst

2010 2009
603,55¢( $ 613,88:
99,821 -
115,33( 100,24:
368,69:- 369,44¢
125,39¢ 108,98t
20,347 29,023
1,333,15¢ 1,221,581
2,236,72i 2,219,46.
5,887,01! 5,622,16!
4,154,93i 4,076,46.
150,92: 139,75:
330 325
12,429,93 12,058,16
8,930,56¢ 8,515,854
3,499,361 3,542,307
272,51t 186,33t
37,51¢ 40,24
1,000 1,000
311,031 227,578
$ 5,143,547 $ 4,991,46€

The accompanying notes are an integral part oktfieancial statements
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Current liabilities
Current portion of lon-term debt
Accounts payabl
Accrued profit shariny
Accrued expense
Customer deposit
Due to stockholde
Unearned revenue

Total current liabilities
Long-term debt, excluding current porti
Total liabilities

Commitments and contingencies (Note

Stockholder equity

Common stock, $10 par value; authorized 5,000 shissued and outstanding 4,361%2 shi

Additional paic-in capital
Retained earning

Total stockholders’ equity

SHOREHAM TELEPHONE COMPANY, INC.

LIABILITIES AND STOCKHOLDERS’ EQUITY

2010 2009
$ 163,000 $ 153,00(
51,97 46,20¢
62,80/ 62,50
247,39 251,25;
8,83¢ 7,122
20,96/ 23,69
51,900 52,400
606,86 596,17¢
65,077 227,388
671,945 823,566
43,61¢ 43,61¢
37,56( 37,56(
4,390,427 4,086, 72¢
4,471,602z 4,167,90C
$ 5,143,541 $ 4,991,46¢€

The accompanying notes are an integral part oktfinancial statements
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SHOREHAM TELEPHONE COMPANY, INC.
Statements of Income and Retained Earnings

Years Ended December 31, 2010 and 2009

Operating revenue
Local network service
Interstate access servic
Intrastate access servic
Miscellaneous
Uncollectible revenues, net of recoveries
Total operating revenues

Operating expenst
Plant specific operatior
Plant nonspecific operatiol
Depreciation and amortizatic
Customer operatior
Corporate operations
Total operating expenses
Operating income before tax
Other operating taxes
Net operating income
Fixed charges, interest
Nonoperating and nonregulated income (expe
Interest and dividenc
Net nonregulated (expense) income
Net nonoperating and nonregulated (expense) income
Net income

Retained earnings, beginning of y

Retained earnings, end of year

2010 2009
$ 580,70¢ $ 618,69
1,810,34 1,792,16!
43,36 45,26
34,97 43,80:
(57,586) (7,499)
2,411,80¢ 2,492,43¢
680,80 691,35
105,81 153,52°
398,13 456,43
243,46 272,28t
520,445 531,761
1,948,664 2,105,36(
463,14: 387,07:
111,437 110,846
351,704 276,227
10,197 14,691
3,68¢ 6,571
(41,48%) 34,535
(37,80%) 41,106
303,70: 302,64
4,086,72¢ 3,784,08¢
$ 4390427 $ 4,086,72F

The accompanying notes are an integral part oktfinancial statements
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SHOREHAM TELEPHONE COMPANY, INC.
Statements of Cash Flows

Years Ended December 31, 2010 and 2009

2010 2009
Cash flows from operating activitit
Net income $ 303,70. $ 302,64
Adjustments to reconcile net income to net cashideal by operating activitie
Depreciation and amortizatic 414,71! 469,18!
Unrealized loss on held to maturity securi - 14¢
Decrease (increase)
Accounts receivable, n 754 12,17:
Prepaid expenses and other current a: 8,67¢ (17,77%
Materials and supplie (16,419 (20,097
Increase (decrease)
Accounts payabl 5,76: 16,02«
Accrued profit shariny 30C 853
Accrued expense (3,85¢) (7,720
Customer deposi 1,71z (7,590
Unearned revenue (500) (500)
Net cash provided by operating activit 714,851 747,343
Cash flows from investing activitie
Plant addition: (371,769 (373,64))
Maturities of held to maturity securiti 100,00( -
Purchase of securiti¢ (301,099 (286,726
Net cash used by investing activit (572,86 (660,36°)
Cash flows from financing activitie
Principal payments on long-term debt (152,31) (76,529
Net cash used by financing activities (152,31) (76,529
Net (decrease) increase in cash and cash equis (10,329 10,447
Cash and cash equivalents, beginning of year 613,882 603,435
Cash and cash equivalents, end of year $ 603,558 $ 613,882
Cash paid for interes
Long-term debt $ 15,829 $ 7,541

The accompanying notes are an integral part oktfieancial statements
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SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements

December 31, 2010 and 2009

Nature of Business

Shoreham Telephone Company, Inc. (the Companyyekersubstantially all of its operating revenuesrfrproviding basic local netwa
services, access to intrastate and interstate distgnce telephone services, and other telecommtions services to subscribers in Ben
Cornwall, Hubbardton, Orwell, Shoreham, and Whitikgrmont. The Company extends credit at standamig, after appropriate review,
subscribers and domestic interexchange carriers.Cdmpany is subject to regulation by the Fedeomh@unications Commission (FCC) ¢
the Vermont Public Service Board (VPSB) for rated ather matters.

1.

Summary of Significant Accounting Policie

Use of Estimates

Management uses estimates and assumptions in imgphe financial statements. Those estimates aadnaptions affect the repor
amounts of assets and liabilities, the disclosdreoatingent assets and liabilities and the repbamounts of revenues and exper
Actual results could differ from those estimates.

Regulatory Accounting

The Company follows the accounting prescribed leyWmiform System of Accounts of the FCC, the VP$B &inancial Accountir
Standards Board Accounting Standards CodificathB@) 980,Regulated Operations . This accounting recognizes the economic €
of rate regulation by recording costs and a retnrinvestment as such amounts are recovered thnatgh authorized by regulat:
authorities. The Company annually reviews the camdl applicability of ASC 980 based on the curnegiulatory and competiti
environment.

Operating Revenues

Operating revenues are recognized when serviceprakéded to customers. Interstate network accesgsices revenues are recor
using interstate pooling methods based on averdgsdsle settlement formulas calculated by the Mati@&xchange Carrier Associat
(NECA), of which the Company is a member. NECA ri&ges interstate access charge tariff agreemeititstie FCC and accumula
and distributes pooled revenues derived from sygheaments to its members. The Company recordsfteet @ NECA settlement
including retroactive adjustments, if applicablpon notification of such settlements from NECA. hbservices and intrastate acces:
billed at tariff rates, under a bill and keep agament, approved by the VPSB.

Non-regulated Income

Non+egulated income consist mainly of digital subseriline revenues and toll resale services. Theseemognized when services
provided to customers.

Unearned Revenue

Unearned revenue consists of advance paymentyeeciom customers for local basic service and @set revenues. The amounts
recognized as earned.




SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements
December 31, 2010 and 2009

Cash and Cash Equivalents

All liquid investments with an original maturity ¢firee months or less are considered to be cashadeis.

The Company maintains its cash in bank accountdchwvbalances may exceed federally insured limitse TTompany has r
experienced any losses in such accounts, and bslieis not exposed to any significant risk regagecash and cash equivalents.

Marketable Securities

The Company classifies its debt securities as telthaturity and equity securities as availabledale. Securities held to maturity
presented at their original cost, net of amortaatf premiums and accretion of discounts. Seesritivailable for sale are reported at
value with net unrealized gains or losses repomti¢iin stockholdersequity. There were no unrealized gains or lossesrded in 201(
as cost approximates fair value as measured byllegaoted market prices in active markets, asnéeffiin ASC 820Fair Value
Measures and Disclosures . Realized gains and losses are determined usingpiécific identification method.

Held to maturity securities are made up of U.S. &oment Agency bonds with fair value of $393,77d 8286,727 at December
2010 and 2009, respectively. Unrealized gains #8831 for 2010 and $563 for 2009. Unrealized Issgere $414 in 2009.

Accounts Receivable

Accounts receivable are stated at the amount mamageexpects to collect from outstanding balandéanagement provides 1
probable uncollectible amounts through a chargeatmings and a credit to the allowance for doulat@dounts (allowance) based or
assessment of the current status of individual @ttso Balances that are still outstanding after agament has used reason
collection efforts are written off through a chatgehe allowance and a credit to accounts recévab

Materials and Supplies

Materials and supplies are valued at their avecagé

Capitalization Policy

Additions to property, plant and equipment and aepiments of retirement units of property are chpéd at original cost, whic
includes labor, material, and overhead.

Depreciation

Depreciation is computed on average plant investrbgrprimary plant accounts using the straight-imethod over the assetssefu
lives.




SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements
December 31, 2010 and 2009

Other Investments

Other investments consist of nonmarketable stoe&stments in the Company’s lender stated at cost.

Profit Sharing Plan

The Company maintains a profit sharing plan fogible employees. The plan is funded by discretiprantributions determined by 1
stockholders.

Income Taxes

The Company elected to be an S corporation undefrfernal Revenue Code effective January 1, 1B&bme, losses, and other
attributes are primarily passed through to stoditéis and taxed at the individual level. The Compaxgects to make distributions
stockholders which, at a minimum, will be suffici¢n satisfy stockholder income taxes related é@ompany’s earnings.

As of December 31, 2010, the tax years after 2@@ain subject to examination by federal and statiecsities.

Taxes Collected from Customers and Remitted to Gowemental Authorities

The Company reports certain taxes on the net basordingly, they are recorded as a liability whethed to customers and excluc
from revenue and expenses.

Reclassifications
Certain reclassifications have been made to thember 31, 2009 balances to conform to the DeceBihe2010 presentation.

Subsequent Events

For purposes of the preparation of the financiakeshents in conformity with U.S. generally acceptetounting principles, tl
Company has considered transactions or eventsraoguhrough February 3, 2011, which was the da the financial statements w
available to be issued.

LongTerm Debt

The Company has available a $1,500,000 creditifncf$228,077 and $380,388 outstanding at Decenfifer 2010 and 200
respectively), from Yankee Farm Credit, ACA, catialized by all assets of the Company. The credilify carried a variable intere
rate of 3.75% at December 31, 2010, and is dueanterly installments of $42,035 for principal anterest.

Maturities on long-term debt are estimated to b@3$100 for 2011 and $65,077 for 2012.




3.

SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements
December 31, 2010 and 2009

Profit Sharing

The Company maintains a defined contribution prsffiaring plan for all eligible employees. Eligitjlirequirements are twelve mon
of service, at least 1,000 hours of employmentrduthe year, and a minimum age of 21. The Compasyeltected to contribute 7%
total compensation of eligible employees. The psifaring expense approximated $62,000 for 201®&808.

Commitments and Contingencies

The Company is, from time to time, involved in legad environmental claims, actions, or complaintthe normal course of busine
Liabilities, if any, for these claims are recordetien it is probable that obligations have been rirezly and the amounts can
reasonably estimated. However, management doebaligve that any such proceedings will have a natadverse effect on t
Company'’s results of operations or financial positi




Exhibit 99.2
INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

Board of Directors
Shoreham Telephone Company, Inc.

We have reviewed the accompanying balance sheshafeham Telephone Company, Inc. (the Company¥f &gmtember 30, 2011 and
related statements of income and retained earr@ingscash flows for the nineeonth period then ended, and the statement of tipesaan:
retained earnings for the thrementh period ended September 30, 2011. This intdirancial information is the responsibility of -
Company’s management.

We conducted our review in accordance with starglafdhe American Institute of Certified Public Awmtants. A review of interim financ
information consists principally of applying anétal procedures and making inquiries of persongarsible for financial and account
matters. It is substantially less in scope thamuadit in accordance with U.S. generally acceptatitisng standards, the objective of which i
express an opinion regarding the financial statésnken as a whole. Accordingly, we do not expsesh an opinion.

Based on our review, we are not aware of any naterodifications that should be made to the accawipg interim financial information fi
it to be in conformity with U.S. generally acceptaztounting principles.

/s/ Berry Dunn McNeil & Parker, LL
Portland, Maine

December 5, 2011
VT Registration No. 92-000278



SHOREHAM TELEPHONE COMPANY, INC.

Balance Sheet
September 30, 2011
ASSETS

Current assel
Cash and cash equivalents, including int-bearing deposits of $157,0
Accounts receivable, less allowance for doubtfabamts of $42,70
Prepaid expense
Materials and supplie

Total current asse

Property, plant and equipment, at ¢
Telecommunications plant in servi
General support asse
Central office equipmer
Cable and wire facilitie
Nonregulated plar
Telecommunications plant under construction

Less accumulated depreciati
Net property, plant and equipme

Other investment

$ 401,46:
378,83.
33,65¢
134,28

948,23(

2,242,62i
6,479,51.
4,261,38I
186,27:
33¢

13,170,12
9,276,11!

3,894,00
1,00(

$ 484323

See independent accounté review report. The accompanying notes are an iatgmt of these financial statemer
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SHOREHAM TELEPHONE COMPANY, INC.
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities

Long-term debt $ 410,92¢
Accounts payabl 163,70:
Accrued expense 134,38!
Customer deposi 8,46:
Unearned revent 132,96!

Total liabilities 850,44:

Contingencies (Note 3)

Stockholder equity

Common stock, $10 par value; authorized 5,000 shésgued and outstanding 4,361% sh 43,61t
Additional paic-in capital 37,56(
Retained earning 3,911,61!

Total stockholder equity 3,992,79.

See independent accountd review report. The accompanying notes are an iatgmrt of these financial statemer

-3-



SHOREHAM TELEPHONE COMPANY, INC.
Statement of Operations and Retained Earnings
For the Three-Month Period Ended September 30, 2011
Operating revenue
Local network service
Interstate access servic
Intrastate access servic
Miscellaneous
Uncollectible revenues, net of recoveries
Total operating revenut

Operating expenst
Plant specific operatior
Plant nonspecific operatiol
Depreciation and amortizatic
Customer operatior
Corporate operations

Total operating expens:
Operating income before tax
Other operating taxes
Net operating income
Fixed charges, interest

Nonoperating and nonregulated (expense) inc
Interest and dividenc
Net nonregulated expense
Net nonoperating and nonregulated expense
Net loss
Retained earnings, beginning of period

Distributions declared

Retained earnings, end of period

$ 154,18
489,50:

8,66:

6,22%

(3,565)

655,00t

200,38(
27,93(
116,28:
34,52:
55,01:
434,12¢
220,88
27,88¢
192,99t
4,36¢
13,21«

(283,561)
(270,35
(81,729
4,444,34,
450,99

See independent accounté review report. The accompanying notes are an iatgmt of these financial statemer
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SHOREHAM TELEPHONE COMPANY, INC.
Statement of Income and Retained Earnings
For the Nine-Month Period Ended September 30, 2011

Operating revenue

Local network service

Interstate access servic

Intrastate access servic

Miscellaneous

Uncollectible revenues, net of recoveries

Total operating revenut

Operating expenst
Plant specific operatior
Plant nonspecific operatiol
Depreciation and amortizatic
Customer operatior
Corporate operations
Total operating expens:
Operating income before tax
Other operating taxes
Net operating income
Fixed charges, interest
Nonoperating and nonregulated (expense) inc
Interest and dividenc
Net nonregulated expense
Net nonoperating and nonregulated expense
Net income
Retained earnings, beginning of per

Distributions declare

Retained earnings, end of period

$ 435,78:
1,406,60!
26,55¢
22,59t

(4,326

1,887,211

537,46¢
82,09¢
333,03:
160,78:
327,08l
1,440,46.
446,75
83,65¢
363,10:

9,061
16,08:

— (348,280
(332,19)
21,84:
4,390,42
500,65:

See independent accountd review report. The accompanying notes are an iatgmrt of these financial statemer
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SHOREHAM TELEPHONE COMPANY, INC.
Statement of Cash Flows

For the Nine-Month Period Ended September 30, 2011

Cash flows from operating activiti

Net income $ 21,84«
Adjustments to reconcile net income to net cashideal by operating activitie
Depreciation and amortizatic 341,30:
Increase in unearned rever 81,06"
Increase ir
Accounts receivable, n (10,13%)
Prepaid expenses and other current a: (13,309
Materials and supplie (8,882)
Increase (decrease)
Accounts payabl 111,73:
Accrued profit shariny (62,809
Accrued expense (113,009
Customer deposits (372)
Net cash provided by operating activities 347,42¢
Cash flows from investing activitie
Plant addition: (735,949
Proceeds from sale of available for sale secul 99,821
Maturities of held to maturity securiti 97,36"
Net cash used by investing activit 538,756
Cash flows from financing activitie
Borrowings from lon-term debt 300,00(
Principal payments on lo-term debi (117,149
Stockholder distribution (193,620
Net cash used by financing activiti (10,769
Net decrease in cash and cash equiva (202,09)
Cash and cash equivalents, beginning of pe 603,55¢
Cash and cash equivalents, end of pe $ 401,46:
Cash paid for interes
Long-term debt $ 8,95¢

Noncash transactiol

Distributions to stockholders of $307,032 in thenfoof $16,551 of net cash surrender value of lifsurance ar

$290,481 of held to maturity securitit

See independent accountd review report. The accompanying notes are an iatgmart of these financial statemer



SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements

September 30, 2011

Nature of Business

Shoreham Telephone Company, Inc. (the Companyyekersubstantially all of its operating revenuesrfrproviding basic local netwa
services, access to intrastate and interstate distgnce telephone services, and other telecommtions services to subscribers in Ben
Cornwall, Hubbardton, Orwell, Shoreham, and Whitikgrmont. The Company extends credit at standamig, after appropriate review,
subscribers and domestic interexchange carriers.Cdmpany is subject to regulation by the Fedeomh@unications Commission (FCC) ¢
the Vermont Public Service Board (VPSB) for rated ather matters.

1.

Summary of Significant Accounting Policie

Use of Estimates

Management uses estimates and assumptions in imgphe financial statements. Those estimates aadnaptions affect the repor
amounts of assets and liabilities and the disc®ircontingent assets and liabilities at the ddtéhe financial statements and
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrahose estimates.

Regulatory Accounting

The Company follows the accounting prescribed leyWmiform System of Accounts of the FCC, the VP$B &inancial Accountir
Standards Board Accounting Standards CodificathB@) 980,Regulated Operations . This accounting recognizes the economic €
of rate regulation by recording costs and a retnrinvestment as such amounts are recovered thnatgh authorized by regulat:
authorities. The Company annually reviews the camdl applicability of ASC 980 based on the curnegiulatory and competiti
environment.

Operating Revenues

Operating revenues are recognized when serviceprakéded to customers. Interstate network accesgsices revenues are recor
using interstate pooling methods based on averdgsdsle settlement formulas calculated by the Mati@&xchange Carrier Associat
(NECA), of which the Company is a member. NECA ri&ges interstate access charge tariff agreemeititstie FCC and accumula
and distributes pooled revenues derived from sygheaments to its members. The Company recordsfteet @ NECA settlement
including retroactive adjustments, if applicablpon notification of such settlements from NECA. hbservices and intrastate acces:
billed at tariff rates, under a bill and keep agament, approved by the VPSB.

Nonregulated Income

Nonregulated income consists mainly of digital sultrer line revenues and toll resale services. &lae recognized when services
provided to customers.

Unearned Revenue

Unearned revenue consists of advance paymentyvegiceom customers for local basic service, end tsgenues, and digital subscri
line charges. The amounts are recognized as earned.

See independent account? review report



SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements
September 30, 2011

Cash and Cash Equivalents

All liquid investments with an original maturity ¢firee months or less are considered to be cashadeis.

The Company maintains its cash in bank accountdchwvbalances may exceed federally insured limitse TTompany has r
experienced any losses in such accounts, and bslieis not exposed to any significant risk regagecash and cash equivalents.

Accounts Receivable

Accounts receivable are stated at the amount mamagteexpects to collect from outstanding balanéésnagement provides 1
probable uncollectible amounts through a chargeatmings and a credit to the allowance for doutgfidounts (allowance) based or
assessment of the current status of individual @0 Balances that are still outstanding after agament has used reason
collection efforts are written off through a chatgdahe allowance and a credit to accounts recévab

Materials and Supplies

Materials and supplies are valued at their avecage

Capitalization Policy

Additions to property, plant and equipment and aepiments of retirement units of property are chp@d at original cost, whic
includes labor, material, and overhead.

Depreciation

Depreciation is computed on average plant investrhgrprimary plant accounts using the straight-linethod over the assetssefu
lives.

Other Investments

Other investments consist of nonmarketable stoe&stments in the Company’s lender stated at cost.
Income Taxes

The Company elected to be an S corporation undefrternal Revenue Code effective January 1, 1B&bme, losses, and other
attributes are primarily passed through to stoditéis and taxed at the individual level. The Compaxgects to make distributions
stockholders which, at a minimum, will be sufficiéa satisfy stockholder income taxes related eo@ompany’s earnings.

The Company follows the accounting guidance foremtainty in income taxes which is part of ASC 7#@ome Taxes . The guidanc
prescribes a recognition threshold and measureatsiitutes for financial statement recognition déa position taken or expected tc
taken on a tax return.

See independent account? review report



SHOREHAM TELEPHONE COMPANY, INC.
Notes to Financial Statements
September 30, 2011
As of September 30, 2011, the tax years after 2008in subject to examination by federal and stathorities.

Taxes Collected from Customers and Remitted to Gowemental Authorities

The Company reports certain taxes on the net basordingly, they are recorded as a liability whethed to customers and excluc
from revenue and expenses.

Subsequent Events

For purposes of the preparation of the financiakeshents in conformity with U.S. generally acceptetounting principles, tl
Company has considered transactions or events rauguhrough December 5, 2011, which was the da#¢ the financial stateme
were available to be issued.

2. LongTerm Debt

The Company has available a $1,500,000 credititia¢$410,928 outstanding at September 30, 201ajnfyankee Farm Credit, AC
collateralized by all assets of the Company. Tleelicfacility carried a variable interest rate of%% at September 30, 2011, and is
in quarterly installments of $42,035 for princigeld interest.

The long-term debt is classified as a current aasée debt was paid in full on October 14, 2@i4 date of acquisition.

3. Contingencies

The Company is, from time to time, involved in legad environmental claims, actions, or complaintthe normal course of busine
Liabilities, if any, for these claims are recordetien it is probable that obligations have been rirezl) and the amounts can
reasonably estimated. However, management doebaligve that any such proceedings will have a natadverse effect on t
Company’s results of operations or financial positi

4. Sale of Company

On October 14, 2011, the stock of Shoreham Telept@ompany, Inc. was acquired by Shoreham Telephd: a subsidiary ¢
Otelco Inc.

See independent account? review report



Exhibit 99.3
Introduction to Unaudited Pro Forma Financial Stegats

The following unaudited pro forma consolidated bhatasheet as of September 30, 2011 and unaudiednpna consolidated
statements of income for the year ended Decemhe2®D and for the nine months ended Septembe2®(, are based on the correspon
historical financial statements of Otelco Inc. (@b”) and Shoreham Telephone Company, Inc. (“Sten€), after giving effect to tr
acquisition of Shoreham which occurred on Octolder2011.

The unaudited pro forma consolidated balance sfiees$ effect to the acquisition of Shoreham ashfid occurred on September 30,
2011. The unaudited pro forma consolidated statésngfrincome give effect to the acquisition of Sitmam as if it had occurred on Janual
2010.

The unaudited pro forma financial statements asetb@n available information and certain estimatesassumptions set forth in the
accompanying notes to such financial statementss&lunaudited pro forma financial statements dgivet effect to any integration costs
any synergies, cost savings or other operatingieffcies that could result from the acquisitione3d unaudited pro forma financial statem
are provided for informational purposes only, andhdt purport to represent our financial condittrour results of operations that would h
been achieved if the acquisition had occurred erddtes noted above, or to project the financiadlition or results of operations for any fut
date or period.

The acquisition has been recorded at fair valuecoordance with Accounting Standards Codificatios, Business Combinations,
resulting in a plant acquisition adjustment for &@am. Otelco acquired identifiable assets assatiaith the territory served by Shoreh
including a noneompete agreement with one of the former ownerstiaaaustomer lists. We have reflected the prelmjirassessment of 1
purchase price allocation. It includes assignmédntvatue to intangibles associated with a remmpete agreement and the acquisitio
customers. The final assessment of the fair vafudhe assets and liabilities could change. Any scdlcange would be reflected in reg:
quarterly financial reporting.

These unaudited pro forma financial statementsldHmiread in conjunction with the historical fir#ad statements of Otelco includ
in its annual report on Form 10-K for the year eh@®cember 31, 2010; its quarterly reports on FboQ for the fiscal quarters ended Ma
31, 2011, June 30, 2011 and September 30, 201lthartistorical financial statements of Shorehaotuided elsewhere in this Current Re
on Form 8-K/A.



Assets

Current assetl

Cash and cash equivale
Accounts receivabl- customer:
Unbilled receivable

Other receivable

Materials and supplie

Prepaid expenst

Deferred income taxe

Total current assets
Property and equipment, r

Other asset
Goodwill

Intangible assets, n

Investment:

Deferred financing cos
Deferred income taxe
Due from prior owner
Other asset

Total assets

OTELCO INC.
Pro Forma Consolidated Balance Sheet

As of September 30, 2011
(unaudited)

Historical
Shoreham Pro Forma Pro Forma
Otelco Inc. Telephone Adjustments Consolidatec

$ 17,76182 $

401,46. $ (5,439,04)2 $ 12,724,24

4,360,12; 170,97 4,531,09
2,197,36 29,68 2,227,05:
5,486,21: 178,17: 5,664,38
1,999,39 134,28 2,133,67:
1,180,98 33,65¢ 1,214,64:

626,26 - 626,26
33,612,17 948,23( (5,439,04) 29,121,36.
62,616,21 3,894,00 648,76( 1  67,158,98
188,190,07 - (3,421,76) 1  188,250,58

1,321,65' 1

5,282,81! 2

(3,120,42) 5

(34,68) 4

32,90( 1
20,501,14 - 2,666,000 1 23,241,24

23,20( 1

50,00( 1
1,947,96: 1,00( (1,0003  1,947,96:
4,731,75; - 4,731,75:
4,415,09 - 4,415,09
- - 34,68 4 34,68

122,94( - 122,94(

$316,137,36 $ 4,843,223 $ (1,956,00) $319,024,60

See accompanying notes to the unaudited pro foomsatidated financial statemen



Liabilities and Stockholde’ Equity (Deficit)

Current liabilities

Accounts payabl

Accrued expense

Advance billings and paymer
Deferred income taxe
Customer deposi

Long-term debt- current portior

Total current liabilities
Deferred income taxe

Interest rate sway

Advance billings and paymer
Other liabilities

Long-term notes payable

Total liabilities

Stockholder' equity (deficit)

Class A stock $.01 par val- Otelco
Class A stock $.01 par val- Shorehan
Additional paid in capita

Retained earnings (defic

Total stockholders’ equity (deficit)

Total liabilities and stockholders’ equity (deficit

OTELCO INC.
Pro Forma Consolidated Balance Sheet

As of September 30, 2011

(unaudited)
Historical
Shorehan Pro Forme Pro Forme
Otelco Inc. Telephone Adjustments Consolidatec

$ 146049 $ 163,70 $ 1,624,201
7,217,17! 134,38 $ (1,4253  7,350,13!
1,485,01 132,96 1,617,98;
353,28t - 353,28t
179,52« 8,467 187,98
- 410,928 (410,929 3 -
10,695,49 850,44 (412,35 11,133,58
42,512,57 - 1,321,65' 1 45,117,95
1,283,72( 6
830,29 - 830,29
625,93( - 625,93(
401,14« - 401,14«
271,133,43 - 271,133,43
326,198,87 850,44 2,193,020 _ 329,242,34
132,21 - 132,21
- 43,61 (43,619 5 -
- 37,56( (37,56() 5 -
(10,193,72) 3,911,61! (156,229 2 (10,349,95)
411,35 3
(3,039,25) 5
(1,283,72) 6
(10,061,51) 3,992,79. (4,149,02) _ (10,217,73)
$316,137,36 $ 4,843,23 $ (1,956,00) $319,024,60

See accompanying notes to the unaudited pro foomsatidated financial statemen
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OTELCO INC.
Notes to the Unaudited Pro Forma Consolidated Balare Sheet
As of September 30, 2011

The Company is still in the process of performitsgallocation of the purchase, and the final alioceis subject tcompletion of a reviev
by a independent valuation specialist. Our predamy allocation consists c

Incremental value of intangible assets of $2,666 /@lated to customer relationshi

Incremental value of intangible assets of $23,208ted to trade nam

Purchase accounting adjustments of $648,760 testd@t property and equipment assets acquiredrtedhe.

Incremental value of covenant not to compete of G3D.

Incremental value of goodwill of $32,900 relatedassembled workforc:

Offsetting adjustment to goodwill of $3,421,760 fie@ms as indicated abov

Recognition of deferred taxes of $1,321,€

GmMmooOw>

To record the activity for the acquisition. iFhctivity consists of transaction payments ta5,439,043 including payments to selling
shareholders of $5,282,815 and acquisition cos$i 66,228, incurred after September 30, 2!

Shoreham Telephone shareowners payoff of YaRkem Credit loan at closing, including using bamkestment of $1,000. The payoff
involved the following account:

Current portion long term de $ 410,92¢
Accrued interes 1,42¢
Total $ 412,35

Record receivable for tr-up of working capital adjustment of $34,6:
Reclassification of stockholde equity to goodwill.
Record deferred tax liabilities of $1,283,720 foe-acquisition liability.

Purchase Price Allocation
The following table reflects the allocation of therchase price to the assets acquired and thétlebassumec




OTELCO INC.
Notes to the Unaudited Pro Forma Consolidated Balare Sheet

As of September 30, 2011

Cash Paic $ 5,282,81!
Preliminary purchase price allocatic
Cash $ 401,46:
Other current asse 546,76¢
Property and equipme 4,542,76
Goodwill 60,50:
Intangible asset 2,740,101
Other asset 34,68:
Current liabilities (438,09()
Deferred Income tax liability (2,605,37)
Net assets acquired $ 5,282,81




OTELCO INC.
Pro Forma Consolidated Statements of Income

For the Year Ended December 31, 2010

(unaudited)
Historical
Shorehan Pro Forme Pro Forme
Otelco Inc. Telephone Adjustments Consolidatec
Telecommunications revenue $104,400,21 $ 2,411,80! - $106,812,02
Operating expenst
Cost of services and produs 41,286,41 786,61+ 42,073,03
Selling, general and administrative exper 13,074,79 763,91: 13,838,70
Depreciation and amortizatic 23,670,24 398,13¢ 186,50: 1 24,766,32
25,00 5
484,89: 3
1,54¢ 4
Total operating expenses 78,031,45 1,948,66: 697,94 80,678,06
Income from operations 26,368,76 463,14: (697,94) 26,133,96
Other income (expens
Interest expens (24,746,54) (10,19)) 10,197 2 (24,746,54)
Change in fair value of derivativi (878,519 - (878,519
Other income 556,82( (149,247 (16,599 2 390,97¢
Total other expense (25,068,24) (159,439 (6,407) (25,234,08)
Income before income tax exper 1,300,52. 303,70: (704,34) 899,88
(118,444 6
Income tax expens (609,809 274,69: 6 (453,559
Net income available to common stockholc $ 690,71! 303,70: (548,099 $ 446,32:
Weighted average shares outstand
Basic 12,985,62 - 12,985,62
Diluted 13,221,40 - 13,221,40
Net income (loss) per sha
Basic $ 0.0t - -7% 0.0z
Diluted $ 0.0t - -79% 0.0:
Dividends declared per she $ 0.71 - - $ 0.71

See accompanying notes to the unaudited pro foomsatidated financial statemen



OTELCO INC.
Notes to the Unaudited Pro Forma Consolidated Stateents of Income

For the Year Ended December 31, 2010
(unaudited)

To record additional depreciation expense on aeduingible assets which are adjusted to fair valuike acquisition dat

Eliminate Shoreham Telephone historical interepeese; decrease pro forma interest income duediod' s reduction of cash fc
Shoreham acquisitiol

Increase amortization expense related to custoateianships intangible asset with assigned lifé®fears
Increase in amortization expenses related to tnadee asset with assigned life of 15 ye
Increase in amortization expense of $25,000 relmedvenant not to compete that has been assghed year life

Adjustments to reflect the income tax effect of tine forma adjustments at an effective tax rat800%. Adjust historical Shorehe
results to use effective tax rate of 39.(

Basic income per common share is computed\iglidg net income by the weighted-average numbeshafes outstanding for the
period. Diluted income per common share reflduspotential dilution that would occur had all bétissued and outstanding shares of
Class B common stock been exchanged for IDSs digbaning of the period. On June 8, 2010, athefCompany’s issued and
outstanding shares of Class B common stock wereagxed for IDSs on a one-for-one basis. Eacheoflitss issued in the exchange
includes a Class A common share. A reconciliatibthe common shares for the Company’s basic dntediincome per common share
calculation is as follows

For the Year Ende
December 31, 20:

Weighted average of common shi-basic 12,985,62
Effect of dilutive securities 235,77!
Weighted average common shares and potential conshemes-diluted 13,221,40
Net income available to common shareholt $ 446,32
Net income per basic she $ 0.0¢
Net income available to common stockholc $ 446,32
Change in fair value of Class B derivat -
Net income available for diluted shai $ 446,32
Net income per diluted sha $ 0.0¢




OTELCO INC.
Pro Forma Consolidated Statements of Income

For the Nine Months Ended September 30, 2011

(unaudited)
Historical
Shorehan Pro Forme Pro Forme
Otelco Inc. Telephone Adjustments Consolidatet
Telecommunications revenue $ 76,19580 $ 1,887,21i - $ 78,083,02
Operating expenst
Cost of services and produs 32,762,53 619,56 33,382,10
Selling, general and administrative exper 9,485,76. 571,51 (105,129 5 9,952,15.
Depreciation and amortizatic 15,176,03 333,03: 139,87¢ 1  16,032,51
18,75( 6
363,66¢ 3
1,161 4
Total operating expenses 57,424,33 1,524,111 418,32° 59,366,77
Income from operations 18,771,47 363,10: (418,32) 18,716,25
Other income (expens
Interest expens (18,591,79) (9,067 7,137 2 (18,593,71)
Change in fair value of derivativi 1,641,033 - 1,641,033
Other income 388,68t (332,19) (8,737 2 47,75
Total other expense (16,562,07) (341,259 (1,600 (16,904,93)
Income before income tax (expense) ber 2,209,401 21,84« (419,92) 1,811,32:
(8,519 7
Income tax (expense) bene (36,019 - 163,77. 7 119,23¢
Net income available to common stockholc $ 217339 $ 21,84 $ (264,67) $ 1,930,56:
Weighted average shares outstand
Basic 13,221,40 - 13,221,40
Net income per shai
Basic $ 0.1¢ $ - $ -8% 0.1t
Dividends declared per she $ 053 % - $ -8 0.5z

See accompanying notes to the unaudited pro foomsatidated financial statemen



OTELCO INC.
Notes to the Unaudited Pro Forma Consolidated Stateents of Income
For the Nine Months Ended September 30, 2011
Record additional depreciation expense on acquémegible assets which are adjusted to fair valubebcquisition datt

Eliminate Shoreham Telephone historical inteegpense; decrease pro forma interest incomeal@¢etco’s reduction of cash for
Shoreham acquisitiol

Increase amortization expense related to custoateianships intangible asset with assigned lifé @fears
Increase amortization expense related to intangibtie name asset with assigned life of 15 y«

Eliminate Shoreha’s expense related to sale of the Comp

Increase in amortization expense related to couvemarto compete that has been assigned a twdijee

Adjustments for income tax effect of the pronfia adjustments at an effective tax rate of 39 Aéjust historical Shoreham results to use
effective tax rate of 39.09

Basic income per common share is computed\iglidg net income by the shares outstanding forpiéréod. There were no dilutive shares
outstanding during the period and the Company doebave any outstanding stock arrangements tigtitrbe potentially dilutive. No
shares were issued as part of the acquisition ofedtam. The Compa’s basic income per common share is calculatedllasvio

Nine Months Ende
September 30, 20.

Common shares outstandi 13,221,40
Net income available to common stockholc $ 1,930,56:
Net income per shal $ 0.1¢



