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Item 7. Financial Statements and Exhibits

(c) Exhibits.

The following exhibit is furnished as part of tiisirrent Report on Form-K.



Exhibit Number Description

99.1 Press Release dated January 20, :

Item 12. Results of Operations and Financial Condibn

On January 20, 2004, ADTRAN Inc. announced itsrftal results for the fiscal year ended Decembe2B03 and certain other informatic
ADTRAN also announced that its Board of Directoesldred its third quarterly cash dividend. The tgréyr cash dividend is $0.08 per
common share to be paid to holders of record atlttee of business on February 3, 2004. The exdeind date is January 30, 2004 and the
payment date is February 17, 2004. A copy of ADTR&APress release announcing such financial reanlisother information is attached as
Exhibit 99.1 hereto and incorporated by referererein.



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regyisthas duly caused this report to
be signed on its behalf by the undersigned, théoedy authorized on January 20, 2004.

ADTRAN, Inc.
(Registrant)

By: /s/ James E. Matthev

James E. Matthews
Senior Vice President — Finance,
Chief Financial Officer and Treasut
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EXHIBIT 99.1
ADTRAN, INC.

REPORTS FOURTH QUARTER 2003 RESULTS and DECLARES INCREASED QUARTERLY CASH DIVIDEND

HUNTSVILLE, Ala.—(BUSINESS WIRE) —Jan. 20, 2004—ADTRAN, Inc. (NASDAQ:ADTN-News) raped results for the fourth
quarter and year ended December 31, 2003. Salesaged 29% to $113,815,000 for the quarter compar$é8,419,000 for the fourth
quarter of 2002, and increased 15% to $396,676@0Me year compared to $345,725,000 for 2002.

Net income increased 77% to $21,432,000 for thetguaompared to $12,110,000 for the fourth quast&002. Earnings per sha
assuming dilution, were $0.26 for the quarter caregdo $0.16 for the fourth quarter of 2002.

Net income increased 148% to $61,515,000 for tlee gempared to $24,776,000 for 2002. Earnings Iperes assuming dilution, were $0.
for the year compared to $0.32 for 2002. Pro-formeame was $32,714,000 for the year 2002. Pro-fararaings per share, assuming
dilution, were $0.43 for the year 2002. Pro-formeome and pro-forma earnings per share excludeffbet of impairment charges primarily
related to other than temporary declines in theviaiue of marketable equity securities and wribevds of private securities. These charges
were incurred in the second and third quarter06R2 A reconciliation of pro-forma income and powrha earnings per share to net income
and earnings per share is included in the Condestdments of Income attached to this release.

Gross margin improved to 58.2% for the quarter camag to 54.8% in the fourth quarter of 2002. The@éase in gross margin is the result of
continuing improvements in manufacturing efficies;iproduct cost reductions, and an increase ante/from the Enterprise Networks
Division.

Operating expenses for the quarter increased $Blidmfrom the fourth quarter of 2002. The increds operating expenses relates primarily
to sales and marketing expenses associated withdtease in revenue and increased expendituresedearch and development activities.

Net cash provided by operating activities total8@ #illion for the fourth quarter and $85 millioorfthe year. Cash and marketable secur
net of debt, totaled $326 million at year-end.

ADTRAN Chairman and Chief Executive Officer Mark Bimstated, “The results speak clearly to the valueur strategies and efforts.
During 2003, we returned to revenue growth as walaged our positions in new, significantly largearkets, in addition to solidifying our
leadership positions within our traditional markétéith the additional positive effect of an improgienterprise spending environment, this is
an excellent base to build on as we continue terbgye our operating model and assets to significarpand our business.”

The Company also announced that its Board of Dareadeclared its third quarterly cash dividend. @harterly cash dividend is $0.08 per
common share to be paid to holders of record atlttee of business on February 3, 2004. The exdeind date is January 30, 2004 and the
payment date is February 17, 2004. Mark Smith gdtdteur quarterly cash dividend to shareholdems iisflection of our continuing
confidence in our abilities to increase earnings generate surplus cash.”

The Company also confirmed that its fourth quacterference call will be held Wednesday, JanuargtZL30 a.m. Central Time. Guidance
for the first quarter and year 2004 will be issdeding this conference call. This conference callllve webcast live through
StreetEvents.com. To listen, simply visit the IrteefRkelations site at or http://www.adtran.com tipi/streetevents.com approximately 10
minutes prior to the start of the call and clicktbe conference call link provided.

An online replay of the conference call will be éable for seven days at http://streetevents.conaddition, an online replay of the
conference call, as well as the text of the Comfza@grnings release, will be available on the ItveRelations site at
http://www.adtran.comfor at least 12 months followithe call.

ADTRAN, Inc. is an established supplier of advantadsmission products that provide users acceslty's expansive telecommunicatic
networks. Widely deployed in carrier, enterprisd giobal networks worldwide, ADTRAN products supipalt major digital access
technologies. ADTRAN equipment is widely deploysdrbajor Incumbent Local Exchange Carriers, Inteshenge Carriers, ISPs,
Competitive Service Providers, international senpcoviders, public and private enterprises, amgiral equipment manufacturers.

This press release contains forward-looking statésnehich reflect managemesthest judgment based on factors currently knovanwvever,
these statements involve risks and uncertaintiefyding the successful development and marketpdanee of new products,



the degree of competition in the market for suadpcts, the product and channel mix, componenscosinufacturing efficiencies, and ot
risks detailed in our annual report on Form 10-Ktfe year ended December 31, 2002. Such risksiacertainties could cause actual results
to differ materially from those in the forward-ldol statements included in this press release.

Condensed Balance Sheet
December 31, 2003
Unaudited
(Dollars in thousands)

December 31

2003
Assets

Cash and cash equivalel $ 125,16°
Shor-term investment $ 18,77(
Accounts receivable (ne $ 52,38¢
Other receivable $ 6,98¢
Income tax receivable $ 11,58¢
Inventory (net $ 39,97¢
Prepaid expenses and other current a: $ 5,50¢
Total current asse $ 260,37¢
Equipment (net $ 28,10¢
Land $ 4,262
Bldg. & land improvements (ne $ 65,297
Other asset $ 497
Deferred tax asse $ 1,62¢
Long-term investment $ 233,73
Total asset $ 593,90(
Liabilities and stockholde’ equity

Accounts payabl $ 28,03(
Accrued wages and benef $ 6,721
Accrued liabilities $ 5,55¢
Total current liabilities $ 40,30¢
Deferred tax liabilitie: $ 8,88
Other noi-current liabilities $ 88¢
Long term deb $ 50,00(
Total long term liabilities $ 59,77(
Total liabilities $ 100,07¢
Stockholder equity $ 493,82:
Total liabilities and stockholde’ equity $ 593,90(



Sales
Cost of sale!

Gross profit

Selling, general and administrative exper
Research and development exper

Profit from operation:

Interest expens
Net realized investment gain(los
Other income (primarily interes

Income before provision for income tax

Provision for income taxe

Net income

Weighted average shares outstand
Basic
Diluted (1)

Earnings per shal
Basic
Diluted (1)

Condensed Statements of Income
For the periods ending 12/31/03 and 12/31/02
(Dollars in thousands, except per share data)

Fourth Quarter

Fourth Quarter

2003 2002
$ 11381' $  88,41¢
47,517 39,99(
66,30 48,42¢
22,10¢ 20,46
15,24¢ 13,81
28,94 14,15;
(589) (611)
0 0
1,94¢ 2,48¢
30,31 16,02t
(8,889 (3,915
$ 2143 $ 12,11
79,05 74,57:
82,58¢ 76,02
$ 021 $ 0.1€
$ 026 $ 0.1€

(1)Assumes exercise of dilutive stock options cal@adainder the treasury stock mett



Condensed Statements of Income
For the periods ending 12/31/03 and 12/31/02
(Dollars in thousands, except per share data)

Sales
Cost of sale:

Gross profit
Selling, general and administrative exper
Research and development exper

Profit from operation:

Interest expens

Net realized investment gain(los
Other income (primarily interes

Income before provision for income taxes, Excludieg detailed belov
Provision for income taxe

Income, excluding investment impairment charge ofiéax
Investment impairment charge, net

Net income

Weighted average shares outstand
Basic

Diluted (2)

Earnings per shal

Basic

Diluted (2)

Year Ended

Year Ended

2003 2002
$396,67t $345,72!
174,68: 170,78¢
221,99! 174,93¢
83,23: 81,11¢
58,14« 56,29¢
80,62( 37,52¢
(2,53%) (2,572)
22¢€ 5
10,51¢ 9,24¢
88,83( 44,20¢
(27,31) (11,490
61,51t 32,71¢
0 (7,93¢)
$ 61,51t $ 24,77¢
76,94: 76,09(
80,73¢ 76,44
$ 08C $ 0.3<
$ 0.7¢ $ 0.32



Reconciliation of 2002 diluted earnings per shaxejuding realized investment impairment chargé ofiégax (2)

GAAP diluted earnings per she $0.32
Investment impairment charge, net of $0.11
Prc-forma diluted earnings per shz $0.43

(1) Amountis comprised of other-than-temporarylides in the fair value of marketable equity seibesi and write-downs of private

securities
Investment impairment charge before ($12,027)
Income tax effect (using statutory ra $ 4,08¢
Investment impairment charge, net of ($ 7,939

(2) Assumes exercise of dilutive stock options cal@datnder the treasury stock meth

For 2002, management believes a pro-forma presemgatovides investors with additional insight itk Company'’s financial results. The
pro-forma presentation segregates the financiacetif impairment charges of marketable equity stes and write-downs of private
securities from transactional based investmenviactreflected in net realized investment gairsélj during the reporting period.

CONTACT:

Jim Matthews

Senior Vice President — Finance
Chief Financial Officer
256-963-8775

INVESTOR SERVICES/ASSISTANCE:

Charlene Little
256-963-8611
Cathy Bartels

256-963-8220



