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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

ADTRAN, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands)

March 31, 200¢ December 31, 20C
(Unaudited)
ASSETS
Current assets
Cash and cash equivale $ 171,16¢ $ 132,07.
Shor-term investment 21,55( 11,86
Accounts receivable, less allowance for doubtfagoants of $1,744 and $1,746 at March
2004 and December 31, 2003, respecti 66,71¢ 52,38
Other receivable 5,04¢ 6,98¢
Income tax receivabl — 11,58¢
Inventory, ne 44,38( 39,97¢
Prepaid expenst 2,98¢ 2,12
Deferred tax asse 3,28¢ 3,381
Total current assets 315,13t 260,37¢
Property, plant and equipment, | 95,05¢ 97,66
Other asset 49:¢ 49:
Deferred tax asse 2,58( 1,62¢
Long-term investment 210,98c¢ 233,73
Total assets $ 624,25( $ 593,90(
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payabl $  25,45: $ 24,82:
Unearned revent 2,99: 3,20¢
Accrued expense 3,10¢ 2,47¢
Accrued payrol 8,55¢ 9,65¢
Income tax payabl 10,22¢ 14t
Total current liabilities 50,33¢ 40,30¢
Deferred tax liabilitie: 7,391 8,88:
Other nor-current liabilities 1,302 88¢
Bonds payabil 50,00( 50,00(
Total liabilities 109,03¢ 100,07¢
Commitments and contingenci
Stockholders equity
Common stock, par value $0.01 per share; 200,08 skauthorized; 79,581 and 79,.
shares issued at March 31, 2004 and December B3, B&spectivel 79€ 793
Additional paic-in capital 141,91¢ 135,81
Accumulated other comprehensive inca 11,26! 10,01:
Retained earning 361,23¢ 347,20:.
Total stockholders’ equity 515,21 493,82:
Total liabilities and stockholders’ equity $ 624,25( $ 593,90(

See notes to consolidated financial statements
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Sales
Cost of sale!

Gross profit

Selling, general and administrative exper
Research and development exper

Operating income
Interest incom
Interest expens
Net realized investment gain (lo¢
Other income, ne
Income before provision for income taxe:

Provision for income taxe

Net income

Weighted average shares outstanc

ADTRAN, INC.

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(In thousands, except per share amounts)

Weighted average shares outstanding assumingaatil (i

Earnings per common sh& basic

Earnings per common she- assuming dilution (1

Dividends per share (.

(1) Assumes exercise of dilutive stock options cal@dainder the treasury metht

(2) During the three months ended March 31, 2004, ADWR¥clared and paid a quarterly dividend of $0.88qpmmon shart

See notes to consolidated financial statements
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Three Months Ended

March 31,
2004 2003
$114,03¢ $86,22:
48,52 39,14¢
65,51¢ 47,07¢
22,27( 20,157
14,817 14,27
28,43: 12,64¢
2,19¢ 2,46¢

(644) (660)

(12€) 2

36C 38¢
30,21¢ 14,84¢
(9,82) (4,306
$ 20,39¢ $10,53¢
79,50( 75,19(
82,79: 77,92¢
$ 0.2¢ $ 0.14
$ 0.2¢ $ 0.14
$ 0.0¢ $ 0.0C
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ADTRAN, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior
(Gain) loss on sale of lo-term investment
(Gain) loss on sale of property, plant and equigr
Deferred income taxe
Income tax benefit from exercise of r-qualified stock option
Changes in operating assets and liabilit
Accounts receivable, n
Other receivable
Inventory, nel
Prepaid expenses and other as
Accounts payabl
Accrued expenses and other liabilit
Income tax receivabl
Income tax payabl

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant and equipn
Proceeds from disposition of property, plant andigment
Proceeds from maturities of h-to-maturity investment
Purchases of he-to-maturity investment
Proceeds from sales of availe-for-sale investment
Purchases of availat-for-sale investment

Net cash provided by (used in) investing activitie
Cash flows from financing activities:

Proceeds from stock option exerci:

Dividend payment

Net cash provided by (used in) financing activitie
Net increase in cash and cash equival
Effect of exchange rate chanc

Cash and cash equivalents, beginning of peric

Cash and cash equivalents, end of peric

See notes to consolidated financial statements
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Three Months Ended

March 31,

2004 2003
$ 20,39¢ $ 10,53¢
3,692 3,89/
12€ )
2 5
(2,259 23€

2,23( —
(14,33)) (10,35()
1,94« 207
(4,40¢) 2,544
(863) 337
631 2,16(
(271) 2,33¢

11,85¢ —
8,92¢ 32€
27,67( 12,23t
(1,087 (984)
2 7
1,05¢ 8,791
— (6,445
14,46: 28,11¢
(357 (34,65()
14,07¢ (5,157
3,87¢ 6,49(

(6,365 —
(2,487) 6,49(
39,26: 13,56¢
(16€) 18
132,07: 125,09:
$171,16¢ $138,67¢
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ADTRAN, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands, except per share amounts)

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated finantééments of ADTRAN, Inc. (“ADTRAN") have been peapd pursuant to the rules and
regulations for reporting on Quarterly Reports annfr 10-Q. Accordingly, certain information and retequired by generally accepted
accounting principles for complete financial sta¢eits are not included herein. In the opinion of aggment, all adjustments necessary for a
fair presentation of these interim statements teen included and are of a normal and recurringrea€Certain reclassifications have been
made to the 2003 consolidated financial statemandsder to conform to the 2004 presentation. Thestssifications had no effect on
previously reported net income, cash flows fromrapens, cash flows from investing activities, otal stockholders’ equity.

Operating results for the three months ended Matct2004 are not necessarily indicative of thelteshat may be expected to occur for the
year ending December 31, 2004. The interim statésrsdould be read in conjunction with the finanstaltements and notes thereto include
ADTRAN'’s Annual Report on Form 10-K for the yeardex December 31, 2003.

2. INVENTORY
At March 31, 2004 and December 31, 2003, inventonsisted of the following
March 31, December 31
2004 2003
Raw material $23,53¢ $ 19,52¢
Work in progres: 5,15¢ 3,931
Finished good 19,07t 19,61«
Inventory reserv (3,389 (3,109
Inventory, ne $44,38( $ 39,97t

3. COMPREHENSIVE INCOME

Comprehensive income consists of net income, ureshforeign currency translation adjustments ¢ieteferred taxes) and unrealized gains
and losses on marketable securities (net of deféanes).

Three Months Ended

March 31,
2004 2003
Net income $20,39¢  $10,53¢
Foreign currency translation gain (loss), net deded tax (16¢) 18
Change in unrealized gain (loss) on avail-for-sale securities, net of deferred 1,41¢ (1,312
Total comprehensive incon $21,64¢  $ 9,24f
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4. EARNINGS PER SHARE

A summary of the calculation of basic and dilutadnéngs per share (EPS) for the three months elfdedh 31, 2004 and 2003 is as follows:

Basic EPS
Income available to common stockhold

Effect of Dilutive Securities
Stock Options

Diluted EPS
Income available to common stockholders plus asduwoaversion:

Basic EPS
Income available to common stockhold

Effect of Dilutive Securities
Stock Options

Diluted EPS
Income available to common stockholders plus asduwnaversion:

For the Three Months Ended March 31, 200:

Income Shares Per-Share
(Numerator) (Denominator) Amount
$ 20,39¢ 79,50( $ 0.2¢

3,292
$ 20,39¢ 82,79: $ 0.2

For the Three Months Ended March 31, 2003

Income Shares Per-Share
(Numerator) (Denominator) Amount
$ 10,53¢ 75,19( $ 0.1

2,734
$ 10,53¢ 77,92¢ $ 0.1
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5. SEGMENT INFORMATION

ADTRAN operates two reportable segments: (1) thei€aNetworks Division and (2) the Enterprise Netks Division. We evaluate tt
performance of our segments based on gross pteéitefore, selling, general and administrative esps, as well as research and development
expenses, interest income/expense, net realizedtiment gain/loss, other income/expense, and poovisr income taxes are reported on an
entity wide basis only. There are no inter-segmew¢nues.

The table below presents information about the ntedosales and gross profit of ADTRAN’s segmentdlie three months ended March 31,
2004 and 2003. Asset information by reportable sagris not reported, since ADTRAN does not prodswgeh information internally.

Three Months Ended Three Months Ended
March 31, 2004 March 31, 2003
Gross Gross
Sales Profit Sales Profit
Carrier Networks $ 78,16: $43,80¢ $57,80¢ $31,13¢
Enterprise Network 35,87¢ 21,71( 28,417 15,93¢
Total $114,03¢ $65,51¢ $86,22: $47,07¢

The table below presents sales information by gegalgc region for the three months ended March 8@42nd 2003.
Sales by Geographic Region

Three Months Ended

March 31, March 31,

2004 2003
United State! $108,74( $82,93:
Foreign 5,29¢ 3,29(
Total $114,03¢ $86,22:

Sales by Product

The Digital Business Transport (DBT)/Total Re&dategory is comprised of revenue from ISDN and Di2a8sport and connectivity products
sold to carrier and enterprise customers. The Witfnate Digital Subscriber Line (HDSL)/T1 categasycomprised of revenue from HDSL
related carrier products and T1 CSU/DSU enterpisducts. The Systems category includes revenue Tratal Access narrow band products,
M-13 multiplexers, integrated access devices amdpreducts comprised of NetVanta routers, ethesnéiiches, internet security products,
DSLAM products, and optical access products.

The table below presents sales information by peofbr the three months ended March 31, 2004 af&20

Three Months Ended

March 31, March 31,

2004 2003
Digital Business Transport (DBT)/Total Redth $ 6,06C $ 7,87¢
High-bit-rate Digital Subscriber Line (HDSL)/T 53,03 47,64
Systems 54,95¢ 30,70(
Total $114,03¢  $86,22:
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6. LIABILITY FOR WARRANTY RETURNS

ADTRAN'’s products generally include warranties ofeao 10 years for product defects. ADTRAN accifioesvarranty returns at the cost to
repair or replace the defective products at the tievenue is recognized. ADTRAN engages in extensieduct quality programs and
processes, including actively monitoring and eviithggthe quality of our component suppliers. Ournaaty obligation is affected by product
failure rates, material usage and other reworksciosturred in correcting a product failure. Théliigy for warranty returns totaled $1,734 and
$1,541 at March 31, 2004 and December 31, 200Bectisely. These liabilities are included in acat@xpenses in the accompanying
consolidated balance sheets.

Additions
Three months ended March 31, 2004
Charged Balance a
Balance at (Credited) to Charged
December 31 (Credited) e March 31,
Costs & to Other Deductions
2003 Expenses Accounts 2004
Warranty liability $ 1,541 $ 70¢ — $ (5l) $ 1,73«

7. STOCK-BASED COMPENSATION

ADTRAN applies APB Opinion No. 2% ccounting for Stock Issued to Employees, and related interpretations in accounting for ek option
plans. Had compensation cost for ADTRAN's stockdahsompensation plans been determined based daitivalue at the grant dates for
awards under those plans consistent with the mgihestribed in SFAS No. 128¢counting for Stock-Based Compensation , net income and
earnings per share would have been reduced tathfemna amounts indicated below:

Pro Forma Net Income & Earnings Per Share
Three Months Ended

March 31, 200¢ March 31, 200:
Net income- as reportet $ 20,39¢ $ 10,53¢
Add: stocl-based compensation expense included in reporteédaetane, net of ta 0 0
Less: stoc-based compensation expense, net o (3,406 (4,78¢)
Net income- pro forma $ 16,99: $ 5,751
Earnings per shar
Basic-as reportes $ 0.2¢ $ 0.14
Basic-pro forma $ 0.21 $ 0.0¢
Diluted-as reportet $ 0.2t $ 0.14
Diluted-pro forma $ 0.21 $ 0.07

The pro forma amounts reflected above are not septative of the effects on reported net inconfetire years because, in general, the
options granted typically do not vest for severdng and additional awards are made each yeafaifhelue of each option grant is estimated
on the grant date using the Black-Scholes optidcisy model with the following weighted-average @sptions:

Three Months Ended

March 31, 200¢ March 31, 200:
Expected dividend yiel 0.86% 0%
Expected life (years 5.0C 5.0C
Expected volatility 55.¢% 51.1%
Risk-free interest rat 3.05% 3.1<%
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8. STOCKHOLDERS' EQUITY
A summary of the changes in stockholders’ equitytiie three months ended March 31, 2004 is asvsllo

Stockholders' Equity

Balance, December 31, 20C $ 493,82:

Net income 20,39¢
Dividend payment (6,365
Change in unrealized gain on marketable secu(tiesof deferred tax 1,41¢
Unrealized foreign currency translati (16%)
Stock options exercised: various prices per s 3,87¢
Income tax benefit from exercise of r-qualified stock option 2,23(
Balance, March 31, 200: $ 515,21:

On January 20, 2004 the board of directors declargdarterly cash dividend of $0.08 per commoneskabe paid to stockholders of record at
the close of business on February 3, 2004. The paydate of the quarterly dividend was February 2004. The quarterly dividend payment
was $6,365.

ADTRAN issued 286 shares of common stock to fuffiick option exercises during the three montheémdarch 31, 2004. The stock options
had exercise prices ranging from $8.70 to $34. TATRAN received proceeds totaling $3,878 from thereise of these stock options during
the three months ended March 31, 2004.

9. RECENTLY ISSUED ACCOUNTING STANDARDS

In January 2003, the FASB issued FIN,4Bnsolidation of Variable Interest Entities. In December 2003, the FASB issued FIN 46R (reVise
December 2003), which replaces FIN 46. FIN 46Riftdarthe application of Accounting Research Bitiéio. 51,Consolidated Financial
Satements, to certain entities in which equity investorsrdii have the characteristics of a controlling fitciahinterest or do have sufficient
equity at risk for the entity to finance its acties without additional subordinated support frotineo parties. FIN 46R is required to be applied
to entities that are considered special-purpostemiho later than as of the end of the first riéipg period that ends after December 15, 2003
and to entities not considered to be special-perpodities by March 31, 2004. Since we do not lmviterest in any special-purpose entities,
or in entities or relationships that meet the d#éfin of a variable interest entity, the accompagytonsolidated financial statements were not
affected by FIN 46R.

10
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10. RELATED PARTY TRANSACTIONS

We employ the law firm of one of our directors eer for legal services. All bills for services dared by this firm are reviewed and apprc
by our chief financial officer. We believe that ttees for such services are comparable to thosgetidy other firms for services rendered to
us.

One of our non-employee directors is the Presidgbtistomer Markets, of one of our significant costos. In the normal course of business,
we receive payments from and make payments tatisitomer.

11. SUBSEQUENT EVENTS

On April 13, 2004 ADTRAN announced that its boafdimectors declared a quarterly cash dividend@b8 per common share to be paid to
stockholders of record at the close of businesdlay 4, 2004. The payment date will be May 18, 2004 quarterly dividend payment will be
approximately $6,400. The board of directors prégemticipates that it will declare a regular gealy dividend so long as the present tax
treatment of dividends exists and adequate levidiguidity are maintained.

On April 29, 2004 ADTRAN announced that its boafdimectors authorized the repurchase of up to@ @0 shares of the Company’s
common stock through open market purchases from tintime as conditions warrant. In addition, dgripril 2004 with the purchase of
323,400 shares, ADTRAN completed its prior shapeirehase plan announced in July 2001.

ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
FORWARD LOOKING STATEMENTS

The Private Securities Litigation Reform Act of B9%rovides a safe harbor for forward-looking stagata made by or on behalf of ADTRAN.
ADTRAN and its representatives may from time togimake written or oral forward-looking statemeirisluding statements contained in this
report, our other filings with the Securities anctBange Commission and in our reports to our stolckdis. Generally, the words, “believe,”
“expect,” “intend,” “estimate,” “anticipate,” “will' “may,” “could” and similar expressions identifgrward{ooking statements. We caution y
that any forwardeoking statements made by or on our behalf argestitp uncertainties and other factors that caaldse such statements tc
wrong. Some of these uncertainties and other factar listed below. They have been discussed imast recent Form 10-K filed on March
12, 2004 with the SEC. Though we have attemptdidttoomprehensively these important factors, watica investors that other factors may
prove to be important in the future in affecting operating results. New factors emerge from timgérhe, and it is not possible for us to
predict all of these factors, nor can we assessrthact each factor or combination of factors mayehon our business.

You are further cautioned not to place undue rekaon these forward-looking statements becausesiegk only of our views as of the date
that the statements were made. We undertake ngatibin to publicly update or revise any forwardkog statements, whether as a result of
new information, future events or otherwise.

The following are some of the risks that could affe our financial performance or could cause actuatesults to differ materially from
those expressed or implied in our forward-looking &atements:

*  We must continue to update and improve our prodatisdevelop new products in order to compete akeéép pace with
improvements in telecommunications technolc

11
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* We do not engage in lo-term research and development processes, andoaseqtience may miss certain market opportur
enjoyed by larger companies with substantially gmegesearch and development effa

* Our dependence on a limited number of suppliers pnayent us from delivering our products on a tyrsis, which could have a
material adverse effect on customer relations guedlating results

» Our dependence on subcontractors may result ircegboontrol over product quality, delayed delivefyproducts, increased matet
cost from excess/obsolete material, and/or incoeasnufacturing costs, each of which could negbtiaffect customer relations a
operating results

» We compete in markets that have become increastughpetitive, which may result in reduced grosdipreargins and marke
share

* We depend heavily on sales to certain customeedpts of any of these customers would signifigargtiuce our revenues and net
income.

* The lengthy approval process required by Incumhenal Exchange Carriers (ILECs) and other carrdensld result in fluctuations
our revenues

» Consolidation and deterioration in the competigeevice provider market could result in a significdecrease in our revent

» Increased sales volume in international marketddo@sult in increased costs or loss of revenuetddiactors inherent in these
markets.

» Our success depends on our ability to reduce thiageprices of succeeding generations of our patslt

»  Our failure to maintain rights to intellectual pesty used in our business could adversely affectitvelopment, functionality and
commercialization of our product

» Our success depends on attracting and retaining&esonnel

» The price of our common stock has been volatileraagl continue to fluctuate significantly.

The foregoing list of risks is not exclusive.

OVERVIEW

ADTRAN designs, develops, manufactures, marketd,senvices a broad range of r-speed network access products utilized by providg
telecommunications services and enterprise endsudééz currently sell our products to a large nunderarriers, including all Regional Bell
Operating Companies (RBOCSs), and to private andigpebterprises worldwide.

Sales increased the first quarter of 2004 comp@ardae first quarter of 2003 due to our strateginofeasing unit volume and market share
through the introduction of new products and sudcgegenerations of products having lower sellinggs and increased functionality as
compared to both the prior generation of a prodndtto the products of competitors. An important pAADTRAN'’s strategy is to reduce the
cost of each succeeding product generation andtthiemver the product’s selling price based ondbst savings achieved. As a part of this
strategy, we seek to be a high-quality, low-costw/jater of products in our markets. ADTRAN's succtsdate is attributable in large measure
to our ability to design our products initially Wit view to their subsequent redesign, allowindp etreased functionality and reduced
manufacturing costs in each succeeding productrggae. This strategy enables ADTRAN to sell suciieg generations of products to
existing customers, while increasing our marketalhiy selling these enhanced products to new cuestm

Our sales and earnings increased from the firsttguaf 2003 to the first quarter of 2004. The deapver-quarter increase in sales and
earnings is attributable to an increase in salesioSystems products and HDSL/ T1 products. Tiimoing increase in Systems revenue is
attributable to increasing sales of new productspmised of DSLAMSs, optical access products and Idet¥ products. Additionally, the
increase in systems revenue is attributable tammoing increases in sales of our Integrated AcEessces. The quarter-oveuarter increase
HDSL/ T1 revenue is primarily attributable to inasing Carrier Networks sales of our HDSL based [Tataess 3000 broadband platform.

12
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Our operating results have fluctuated on a qugrteakis in the past, and operating results may sigmjificantly in future periods due to a
number of factors. We normally operate with vetyjdiorder backlog. A majority of our sales in eaglarter result from orders booked in that
quarter and firm purchase orders released in tiatter by customers under agreements containingbimating purchase commitments.
Furthermore, a majority of customers typically regyrompt delivery of products. This results ilinaited backlog of orders for these products
and requires us to maintain sufficient inventomels to satisfy anticipated customer demand. If+#ean demand for ADTRAN'’s products
declines, or if potential sales in any quarter dbotcur as anticipated, our financial results ddé adversely affected. Operating expenses are
relatively fixed in the short term; therefore, agfall in quarterly revenues could significantippact ADTRAN'’s financial results in a given
guarter. Further, maintaining sufficient inventdeyels to assure prompt delivery of our productseases the amount of inventory which may
become obsolete and increases the risk that thiesizence of such inventory may have an adversetadh our business and operating res

ADTRAN's operating results may also fluctuate assult of a number of other factors, including eased competition, customer order
patterns, changes in product mix, timing differenbetween price decreases and product cost redscpiooduct warranty returns, and
announcements of new products by ADTRAN or our cetibqrs. Accordingly, ADTRANS historical financial performance is not necesgar
meaningful indicator of future results, and, in geal, management expects that ADTRAN'’s financialtes may vary from period to period.

C RITICAL A CCOUNTING P OLICIES

We believe the following critical accounting poésiaffect our more significant judgments and egsmased in the preparation of our finan
statements. These policies have been consistguilied across our two reportable segments: (1)i€axetworks Division and (2) Enterprise
Networks Division.

» We review customer contracts to determine if athef requirements for revenue recognition have Ipeetnprior to recordin
revenues from sales transactions. We generallydesales revenue upon shipment of our productsyfreaty discounts, since: (i) we
generally do not have significant post-deliveryigétions, (ii) the product price is fixed and detérable, (iii) collection of the
resulting receivable is probable, and (iv) prodettirns are reasonably estimable. We generallymioigucts upon receipt of a
purchase order from a customer. We evaluate stggpims and we record revenue on products shippaddordance with the
applicable terms of each respective contract. Werdevenue on customer billings for our maintermeservice programs that are
paid up front. We currently offer one-year, thresay and fiverear maintenance contracts, primarily on Entergxisavorks Divisior
products sold through distribution channels. Reeeattributable to these maintenance contractsmrézed ratably on a straight-
line basis over the related contract. Current deferevenue items are included in the currentllteds section of the accompanying
consolidated balance sheets as unearned revenug-tkon deferred revenue items are included inratba-current liabilities in the
accompanying consolidated balance she

We participate in cooperative advertising and miadieyelopment programs with certain customers. ¥éethese programs to
reimburse customers for certain forms of advengisand in general, to allow our customers creditsoua specified percentage of
their net purchases. Our costs associated witte thegyrams are estimated and accrued at the tim@l@find are included in
marketing expenses in our consolidated statemémsame. We also participate in rebate programgréwide sales incentives for
certain products. Our costs associated with thesgrams are estimated and accrued at the timdeyfesad are recorded as a
reduction of sales in our consolidated statemeiitscome. Sales returns are accrued based on ib&ltsales return experience,
which we believe provides a reasonable estimatetofe returns. Product returns are generally ahito customers who purchase
products under specific sales agreements that gakieir rights of return.

13
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Prior to accepting a new customer, we perform aildet credit review of the customer. Credit limatre established for each new
customer based on the results of this credit revitayment terms are established for each new cest@nd collection experience is
reviewed periodically in order to determine if thestomer’s payment terms and credit limits nedoktoevised. We maintain
allowances for doubtful accounts for losses resglfrom the inability of our customers to make riegg payments. If the financial
conditions of our customers were to deterioratgyltang in an impairment of their ability to makayments, we might be required to
make additional allowances. If circumstances chanmitferegard to individual receivable balances thed previously been
determined to be uncollectible (and for which acHpereserve had been established), a reductia@uirallowance for doubtful
accounts may be required. Our allowance for dolilbfoounts was $1.7 million at March 31, 2004 art&nber 31, 2003.

» We carry our inventory at the lower of cost or nerhkwvith cost being determined using the firstfirst-out method. We use standard
costs for material, labor, and manufacturing ovadh® value our inventory. Our standard costs pated on a monthly basis and
any variances are accounted for in the currenbgefiherefore, our inventory costs approximateaatasts at the end of each
reporting period. We write-down our inventory fatiemated obsolescence or unmarketable inventognbgmount equal to the
difference between the cost of inventory and thieneded market value based upon assumptions abtwrefdemand and market
conditions. If actual future demand or market ctinds are less favorable than those projected byagrment, we may be required
to make additional inventory write-downs. Our resefor excess and obsolete inventory was $3.4anillind $3.1 million at March
31, 2004 and December 31, 2003, respecti

» The objective of our short-term investment polisya preserve principal and maintain adequatedityuivith appropriate
diversification, while emphasizing market returmsour monetary assets. The objective of our lomgr-i@vestment policy is to
emphasize total return; that is, the aggregaterrdtom capital appreciation, dividend income, ameérest income. This is achieved
through investments with appropriate diversificatio fixed and variable rate income, public equétyd private equity portfolios. W
have experienced significant volatility in the matrfrices of our publicly traded equity investmeniisese investments are recorded
on the consolidated balance sheets at fair valtte wirealized gains and losses reported as a caenpohaccumulated other
comprehensive income (loss), net of tax. The ulimealized value on these equity investmentshgestito market price volatility
until they are sold

We review our investment portfolio for potentiather-than-temporary” declines in value on an indiixl investment basis. We
assess, on a quarterly basis, significant decimealue which may be considered other-than-temmyaaad, if necessary, recognize
and record the appropriate charge to write-dowrc#reying value of such investments. In making #ssessment, we take into
consideration a wide range of objective and subjedhformation, including but not limited to thellowing: the magnitude and
duration of historical decline in market pricesdit rating activity, assessments of liquidity, pafilings, and statements made by
the issuer. We generally begin our identificatiépatential other-than-temporary impairments byigeing any security with a
market value that has declined from its originahdjusted cost basis by 25% for more than six moMfe then evaluate the
individual security based on the previously ideeatlffactors to determine the amount of the writedoif any. Actual losses, if any,
could ultimately differ from these estimates. Faetadverse changes in market conditions or pooratipgrresults of underlying
investments could result in additional losses thay not be reflected in an investment's currentydag value, thereby possibly
requiring an impairment charge in the future.
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We also invest in privately held entities and recour investments in these entities at cost. Wivewur investments in these
entities periodically in order to determine if ciastances (both financial and nfimancial) exist that indicate that we will not eI
our initial investment. Impairment charges are rded on investments having a cost basis that stgréhan the value that we would
reasonably expect to receive in an arm’s length shthe investment.

*  We estimate our income tax provision or benefie@ach of the jurisdictions in which we operate, uldithg estimating exposures
related to examinations by taxing authorities. Westalso make judgements regarding the realizatiateferred tax assets. The
carrying value of our net deferred tax assets seth@n our belief that it is more likely than reattwe will generate sufficient future
taxable income in certain jurisdictions to realizese deferred tax assets. A valuation allowanséhban established for deferred tax
assets which we do not believe meet the more-hitedy-not criteria established by SFAS No. 2@8ounting for Income Taxes. Our
estimates regarding future taxable income and irctam provision or benefit may vary due to charigesarket conditions, changes
in tax laws, or other factors. If our assumpticars] consequently our estimates, change in theefutine valuation allowances we
have established may be increased or decreasealtimg future income tax expen:

* We estimate our cost to repair or replace defegrogucts at the time revenue is recognized anddechis cost in cost of goo
sold in our consolidated statements of income. @aducts generally include warranties of one tyéérs for product defects. The
liability for warranty returns totaled $1.7 millieand $1.5 million at March 31, 2004 and December2BD3, respectively. These
liabilities are included in accrued expenses ingbsompanying consolidated balance sheets. Ounasis regarding future warranty
obligations may change due to product failure ragbpment volumes, and other rework costs incumexbrrecting a product failur
If our estimates change in the future, the liapildr warranty returns we have established maybeehsed or decreased, impacting
future cost of goods sol

RESULTS OF OPERATIONS —THREE MONTHS ENDED MARCH 31, 2004 COMPARED TO THREE MONTHS ENDED MARCH
31, 2003

SALES

ADTRAN's sales increased 32.3% from $86.2 milliarthie three months ended March 31, 2003 to $114li@min the three months ended
March 31, 2004. The increase is primarily the restiincreasing unit volume and market share gdmparticular, the increase in overall sales
is attributable to an increase in sales of our@wstproducts and High-bit-rate Digital Subscriberel(HDSL)/T1 products, partially offset by
decreased sales of our Digital Business TranspdT}/Total Reach products. The increase in Systewesnue is attributable to sales of
DSLAMs, Integrated Access Devices, optical accesdyrcts and NetVanta productEhe increase in HDSL/ T1 revenue is primarily
attributable to increasing Carrier Networks salesus HDSL based Total Access 3000 broadband piatfo

Carrier Networks sales increased 35.3% from $57l&min the three months ended March 31, 200$8.2 million in the three months
ended March 31, 2004. The increase in Carrier Nedsvsales is primarily attributable to an increiwssales of DSLAMs and optical access
products. Carrier Networks sales as a percentaggalfsales increased from 67.0% in the three heanhded March 31, 2003 to 68.5% in the
three months ended March 31, 2004.
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Enterprise Networks sales increased 26.4% from4$28lion in the three months ended March 31, 2@0$35.9 million in the three months
ended March 31, 2004. The increase in Enterprige/di&s sales is primarily attributable to an in@e# sales of Integrated Access Devices
and NetVanta products. Enterprise Networks salesescentage of total sales decreased from 3300%éd three months ended March 31,
2003 to 31.5% for the three months ended Marct2G04.

Foreign sales increased 60.6% from $3.3 milliothanthree months ended March 31, 2003 to $5.3anillh the three months ended March 31,
2004. The increase in foreign sales is attribut&bken overall increase in demand in Australia @adada in the three months ended March 31,
2004.

COST OF SALES

As a percentage of sales, cost of sales decreasadib.4% in the three months ended March 31, 20@2.5% in the three months ended
March 31, 2004. This decrease in cost of salespgsa@ntage of sales is primarily related to magtufing efficiencies, the timing differences
between the recognition of cost reductions anddwering of product selling prices and the salekigher margin new products.

Carrier Networks cost of sales, as a percent o$idin sales, decreased from 46.1% in the three msemided March 31, 2003 to 44.0% in the
three months ended March 31, 2004. Enterprise N&swapst of sales, as a percent of division salesreased from 43.9% in the three months
ended March 31, 2003 to 39.5% in the three mombe@ March 31, 2004.

An important part of ADTRAN's strategy is to redute product cost of each succeeding product géaerrand then to lower the product’s
price based on the cost savings achieved. Thitegiraas described above, sometimes results iati@rs in ADTRAN'’s gross profit margin

from quarter to quarter due to timing differencesaeen the recognition of cost reductions anddiesting of product selling prices. In view
the rapid pace of new product introductions by AIARNR it is difficult to predict the gross margin fany particular financial period.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses ise@d0.4% from $20.2 million in the three monthdezhMarch 31, 2003 to $22.3 million in
the three months ended March 31, 2004. The inclieasaling, general and administrative expensgsimarily related to the increase in sales.

Selling, general and administrative expenses as@ptage of sales decreased from 23.4% in the thomths ended March 31, 2003 to 19.5%
in the three months ended March 31, 2004. The dserm selling, general and administrative expeasespercent of sales is due to our
continued control of discretionary spending asssalereased. Selling, general and administratiyeses as a percent of sales will fluctuate
whenever there is a significant fluctuation in newes during the periods being compared.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses increased 26%614.3 million in the three months ended March22D3 to $14.8 million in the thre
months ended March 31, 2004. As a percentage ed,sa@search and development expenses decreasetldre% in the three months ended
March 31, 2003 to 13.0% in the three months endattM31, 2004. The decrease in research and dewefdexpenses as a percent of sales is
due to our continued control of discretionary spegds sales increased. Research and developmearses as a percent of sales will fluct
whenever there is a significant fluctuation in newes during the periods being compared.

ADTRAN will continue to incur research and develagrhexpenses in connection with its new produatsi@nexpansion into international
markets. ADTRAN continually evaluates new prodygpartunities and engages in intensive researcipestlict development efforts.
ADTRAN expenses all product research and developests as incurred. As a result, ADTRAN may insiginificant research and
development expenses prior to the receipt of resefiom a major new product group.
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INTEREST INCOME

Interest income decreased 12.0% from $2.5 milliothée three months ended March 31, 2003 to $2.[Bomih the three months ended Mai
31, 2004. This decrease is primarily related todoimterest rates.

INTEREST EXPENSE

Interest expense decreased from $660 thousane iitbe months ended March 31, 2003 to $644 thousathe three months ended Ma
31, 2004.

NET REALIZED INVESTMENT GAIN (LOSS)

Net realized investment gain (loss) changed framtagain of $2 thousand in the three months endaaivi31, 2003 to a net loss of $1
thousand in the three months ended March 31, 2004.

OTHER INCOME

Other income decreased from $389 thousand in tiee tmonths ended March 31, 2003 to $360 thousatitithree months ended March
2004. This decrease is primarily related to a desgen realized foreign currency gains.

INCOME TAXES

Our effective tax rate increased from 29.0% inttiree months ended March 31, 2003 to a 32.5% ithifee months ended March 31, 20
This increase is primarily related to a higher wiitaxable income, and lower research and developtag credits and economic incentive
credits as a percent of taxable income. ADTRAN Irebcertain tax contingencies resulting in theuan of our effective tax rate from
32.0% to 29.0% for the three months ended Marc2GQ3.

NET INCOME

As a result of the above factors, net income irsgda$9.9 million from $10.5 million in the three ntlbs ended March 31, 2003 to $20.4
million in the three months ended March 31, 2004 a4percentage of sales, net income increasedf2o?¥o in the three months ended March
31, 2003 to 17.9% in the three months ended Mai¢l2G04.

LIQUIDITY AND CAPITAL RESOURCES

Fifty million dollars of the expansion of Phasedfiour corporate headquarters was approved faicgeation in an incentive program offer

by the Alabama State Industrial Development Autlydithe “Authority”). The incentive program enablearticipating companies to generate
Alabama corporate income tax credits that can bd tsreduce the amount of Alabama corporate indames that would otherwise be
payable. We cannot be certain that the state dfsktea will continue to make these corporate incamectedits available in the future, and
therefore, we may not realize the full benefitlefge incentives. Through March 31, 2004, the Aitthbad issued $50.0 million of its taxable
revenue bonds pursuant to the incentive programaarkd the proceeds from the sale of the bond®BRAN. We are required to make
payments to the Authority in the amounts necesgapay the principal of and interest on the Auttydsi Taxable Revenue Bond, Series 1995,
as amended, currently outstanding in the aggregateipal amount of $50.0 million. The bond matuoesJanuary 1, 2020, and bears intere
the rate of 5%. Included in long-term investmems%60.0 million of restricted funds, which is dlateral deposit against the principal amount
of this bond. In conjunction with this program, @ eligible to receive certain economic incentifrem the state of Alabama that reduce the
amount of payroll withholdings that we are requitedemit to the state for those employment posgithat qualify under the program.

In July 2003, the board of directors elected toimégclaring quarterly dividends on our common kt@nd anticipates that it will declare a
regular quarterly dividend so long as the pressatreatment of dividends exists and adequatedendiquidity are maintained. The board
declared a quarterly cash
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dividend on January 20, 2004. The quarterly castdeind was $0.08 per common share to be paid @eh®lof record at the close of business
on February 3, 2004, with a payment date of Fepridr 2004. The quarterly dividend payment was axprately $6.4 million. On April 13,
2004, the board of directors declared a quartethaividend of $0.08 per common share to be padtioickholders of record at the close of
business on May 4, 2004. The quarterly dividendpant will be approximately $6.4 million and will Ipaid on May 18, 2004.

On October 13, 2003, we announced that our boaditettors declared, effective December 15, 2008jcafor-one stock split to be effected
the form of a stock dividend of one share of comrstmtk for each outstanding share of common stocktbckholders of record on December
1, 2003. Share and per share amounts, includirds sfations, in the accompanying Consolidated Firsdr&tatements and Notes to
Consolidated Financial Statements have been adjtsteflect our stock split.

Our working capital, which consists of current as$ess current liabilities, increased 20.3% fra2@& 1 million as of December 31, 2003 to
$264.8 million as of March 31, 2004. The quickeatefined as cash, cash equivalents, short-tevesiments, and net accounts receivable,
divided by current liabilities, increased from 4 &5 of December 31, 2003 to 5.15 as of March 304 20he current ratio, defined as current
assets divided by current liabilities, decreasethf6.46 as of December 31, 2003 to 6.26 as of Mat¢t2004. The change in the liquidity
ratios is primarily related to increases in casth @sh equivalents, short-term investments, aceaectivable and inventory. Additionally, the
liquidity ratios were also effected by the changéicome tax position during the first quarter 602. As of December 31, 2003, we had an
income tax receivable of $11.6 million and at Ma8dh 2004 we had an income tax payable of $10.RomilThe income tax receivable was
generated in the fourth quarter of 2003 from thxebanefit associated with the exercise of mordified stock options. During the first quarté
2004, we received a tax refund for this overpayment

We receive an income tax deduction for the diffeeebetween the exercise price and the market pfinen-qualified stock options upon
exercise by employees. We recorded $2.2 milliong2816 million during the three months ended M&th2004 and the year ended
December 31, 2003, respectively, as an incomeedxdation for the difference between the exerciggeand the market price of non-qualified
stock option exercises.

At March 31, 2004, our cash on hand of $171.2 arillaind short-term investments of $21.5 million pthour short-term liquidity in cash, cash
equivalents, and short-term investments at $192libm At December 31, 2003, our cash on hand1821 million and short-term
investments of $11.9 million placed our short-tdigmidity in cash, cash equivalents, and short-temmestments at $144.0 million. This
increase is primarily attributable to our abilitydenerate cash from operations, a movement of tagnassets from long-term investments to
cash and cash equivalents, the movement of bontiginawithin one year from long-term investmerdshort-term investments, and the
proceeds received from the exercise of employesk siptions.

At March 31, 2004, our long-term investments deseeeby 9.7% to $211.0 million from $233.7 millionRecember 31, 2003. This decrease is
primarily attributable to a movement of monetargeis from long-term investments to cash and cagivagnts, and the movement of bonds
maturing within one year from long-term investmetatshort-term investments, partially offset byrgmses in market value of long-term
available-for-sale securitied.ong-term investments at March 31, 2004, and Deeer@lh, 2003, include a restricted balance of $&tlllon
related to our revenue bonds, as discussed aboxéntdhd to finance our operations in the futurthweash flow from operations and our
remaining borrowed taxable revenue bond proceedsb#&lieve these available sources of funds to bguate to meet our operating and
capital needs for the foreseeable future.

Net accounts receivable increased 27.4% from DeeeBih 2003 to March 31, 2004. Quarterly accoustgivable days sales outstand
increased 11 days from 42 days as of December(8B ® 53 days as of
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March 31, 2004. This increase in accounts recedvebtaused by seasonality of sales. Other redelvaecreased 27.8% from December 31,
2003 to March 31, 2004, primarily resulting fronrigsions of timing of payments from subcontract@siarterly inventory turnover decreased
from 4.86 turns as of December 31, 2003 to 4.6@stass of March 31, 2004. The decrease in inveritonover is attributable to an increase in
inventory in anticipation of increased sales.

Accounts payable increased 2.5% from December@13 2o March 31, 2004. Accrued expenses increaSe2from December 31, 2003 to
March 31, 2004. These increases are primarilyedl&d the variations of timing of payments, incezhbusiness activity, and a net increase in
our warranty reserve related to the expanding bas@®TRAN products in the field under warranty. Gapexpenditures totaled approximat
$1.1 million and $1.0 million for the three mon#rsded March 31, 2004 and 2003, respectively. Thggenditures were primarily used to
purchase computer hardware, computer software, faetuming equipment, and test equipment.

In July 2001, the board of directors approved #purchase of 2,000,000 shares of ADTRAN commorkstoca pre-split basis. The total
number of shares authorized were not effected éygtiick split. As of March 31, 2004, we had repased 1,676,552 shares of our common
stock on a pre-split basis (3,353,104 shares paii}-at a total cost of $31.7 million and had #hehority to purchase an additional 323,448
(pre-split and post-split) shares. No shares warelased during the three months ended March 3. 20uring April 2004, with the purchase
of 323,400 shares, we completed our July 2001 sieprachase plan. On April 29, 2004 ADTRAN annouhttet its board of directors
authorized the repurchase of up to 4,000,000 slwdrde Company’s common stock through open markethases from time to time as
conditions warrant.

We issued 286,407 shares of common stock for $8l@mduring the three months ended March 31, 2@64ccommodate employee stock
option exercises. During 2003, we issued 4,125shes of treasury stock and 404,029 shares of constock to accommodate employee
stock option exercises.

We have used, and expect to continue to use, 8tegenerated from operations for working capitafidénd payments, and other general
corporate purposes, including (i) product developinaetivities to enhance our existing products é&eelop new products and (ii) expansio
sales and marketing activities.

During the three months ended March 31, 2004, thave been no material changes in contractual atidigs and commercial commitments
from those discussed in our most recent Form 10eld bn March 12, 2004. We do not have béifance sheet financing arrangements and
not engaged in any related party transactionsrangements with unconsolidated entities or othesqres that are reasonably likely to
materially affect liquidity or the availability afr requirements for capital resources. We have citiexinto invest up to an aggregate of $7.9
million in two private equity funds, of which $2illion has been invested to date. The duratioeawh of these commitments is five years
with $2.9 million expiring in 2005 and $5.0 milli@xpiring in 2007.

EFFECT OF RECENT ACCOUNTING PRONOUNCEMENTS

In January 2003, the FASB issued FIN,48onsolidation of Variable Interest Entities. In December 2003, the FASB issued FIN 46R (revise
December 2003), which replaces FIN 46. FIN 46Rifiégrthe application of Accounting Research Buiédo. 51,Consolidated Financial
Satements, to certain entities in which equity investorsrdi have the characteristics of a controlling ficiahinterest or do have sufficient
equity at risk for the entity to finance its actigs without additional subordinated support frotinen parties. FIN 46R is required to be applied
to entities that are considered special-purposéemnho later than as of the end of the first réipg period that ends after December 15, 2003
and to entities not considered to be special-p@osities by March 31, 2004. Since we do not laviterest in any special-purpose entities
or in entities or relationships that meet the de€in of a variable interest entity, the accompagytonsolidated financial statements were not
affected by FIN 46R.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

ADTRAN has not conducted transactions, establigtfiedmitments or entered into relationships requidisglosures beyond those provic
elsewhere in this Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and procedures. Our chief executive officer and chief financialioffr are responsible for establishing i
maintaining “disclosure controls and procedures’defined in the Securities Exchange Act of 193f&03a-15(e) and 15d-15(e)) for the
company. Our chief executive officer and chief fioil officer, after evaluating the effectivene$®or disclosure controls and procedures as
of the end of the period covered by this quartezfyort, have concluded that our disclosure contintsprocedures are adequate and effect
timely alerting them to material information retegito us (including our consolidated subsidiarresjuired to be included in our periodic SEC
filings.

(b) Changesininternal control over financial reporting. There were no changes in our internal control éwancial reporting that occurred
during our most recent fiscal quarter that haveeniaty affected, or are reasonably likely to methly affect, our internal control over financ
reporting.

PART Il. OTHER INFORMATION

ITEM 6. EXHIBITS AND REPORTS ON FORM 8 -K

(a) Exhibits.
Exhibit No. Description
31 Rule 13i-14(a)/15+-14(a) Certification:
32 Section 1350 Certificatior

(b) Reports on Form 8-K

On January 21, 2004, ADTRAN, Inc. furnished a carreport on Form 8-K announcing its financial feséor the fiscal quarter ended
December 31, 2003 and certain other information.
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SIGNATURE

Pursuant to the requirements of the Securities &xg Act of 1934, the Registrant has duly causiedé¢iport to be signed on its behalf by the
undersigned, thereunto duly authorized.

ADTRAN, INC.
(Registrant)

Date: May 3, 200- /sl James E. Matthev

James E. Matthew
Senior Vice Presider- Finance ant
Chief Financial Office
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EXHIBIT INDEX
Exhibit No. Description
31 Rule 13i-14(a)/15¢-14(a) Certification:
32 Section 1350 Certificatior
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Exhibit 31
CERTIFICATIONS

[, Mark C. Smith, certify that:
1. | have reviewed this quarterly report on Forr-Q of ADTRAN, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqgas presented in this report;

4. The registrar's other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15&))5¢r the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) [Paragraph omitted pursuant to SEC Release 388238 and 34-47986]

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttailsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annuyabm® that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a sigmiifiole in the registre’s
internal control over financial reporting.
Date: May 3, 2004
Is/ Mark C. Smitt

Mark C. Smith
Chairman of the Board and Chief Executive Offi



I, James E. Matthews, certify that:
1. | have reviewed this quarterly report on Forrad0f ADTRAN, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to r
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotge designed under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) [Paragraph omitted pursuant to SEC Release 3§-8238 and 3-47986]

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentthdsi report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thestgn’s internal control over financial reporting thatowred during the registre s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annuyabm® that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal tmhover financial reporting; and;

5. The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which ai
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: May 3, 2004
/s/ James E. Matthews

James E. Matthew
Senior Vice Presider- Finance and Chie
Financial Officer



Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of ADTRANg. (the “Company”) on Form 10-Q for the quartedimg March 31, 2004 as filed
with the Securities and Exchange Commission ort#te hereof (the “Report”), I, Mark C. Smith, Cimaém of the Board and Chief Executive

Officer of the Company, certify, pursuant to 18 IC.S§ 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that, to the best
of my knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

/s/ Mark C. Smith

Mark C. Smith

Chairman of the Board ar
Chief Executive Office
May 3, 2004



CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of ADTRANC. (the “Company”) on Form 10-Q for the quartedimg March 31, 2004 as filed
with the Securities and Exchange Commission ordéte hereof (the “Report”), I, James E. Mattheves)i& Vice President — Finance and

Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. § 1350, as adopted pursuéh9@6 of the Sarbanes-Oxley Act of 2002,
that, to the best of my knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; an

(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ James E. Matthews

James E. Matthew

Senior Vice Presider- Finance and Chief Financi
Officer

May 3, 2004



