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NOTICE OF 2013 ANNUAL MEETING
AND
PROXY STATEMENT



Corporane Office {15, Mail Toll Free: 1 800 SADTRAN
901 Explorer Blwd. PO, Box 140000 Telephone: 256 9638000
| Huniswville, AL 35814 -4000

Huntsville, AL 35806 hitpe ! {wwwadiran,com

April 1, 2013

Dear Stockholder:

You are cordially invited to attend the 2013 Anniteting of Stockholders of ADTRAN, Inc. to be haldADTRAN'’s headquarters at
901 Explorer Boulevard, Huntsville, Alabama, on Wesday, May 8, 2013, at 10:30 a.m., local time. Mieeting will be held in the East
Tower on the second floor.

The attached Notice of Annual Meeting and Proxyesitent describe the formal business to be trandatténe meeting. During the
meeting, we also will report on ADTRAN's operatiothsring the past year and our plans for the futOng. directors and officers, as well as
representatives from our independent registeretigpabcounting firm, PricewaterhouseCoopers LLH| be present to respond to appropt
guestions from stockholders.

Please mark, date, sign and return your proxy icetige enclosed envelope, or vote by telephonerer the Internet as directed on the
enclosed proxy card, at your earliest convenienbes will assure that your shares will be represdraind voted at the meeting, even if you do
not attend.

For ease of voting, stockholders are encouragedt®musing the Internet. If you would like to redube costs incurred by ADTRAN,
Inc. in mailing proxy materials, you can consentdoeive all future proxy statements, proxy casasl annual reports electronically. To sign
up for electronic delivery, please vote using thterdnet and, when prompted, indicate that you atgreeceive or access stockholder
communications electronically in future years.

Sincerely,

ffﬂﬁi/:f/-’b N

THOMAS R. STANTON
Chairman of the Boar



ADTRAN, INC.
901 EXPLORER BOULEVARD
HUNTSVILLE, ALABAMA 35806

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 8, 2013

NOTICE HEREBY IS GIVEN that the 2013 Annual MeetiafiStockholders of ADTRAN, Inc. will be held at AIRAN’s headquarte
at 901 Explorer Boulevard, Huntsville, Alabama,tbe second floor of the East Tower, on Wednesday, 8 2013, at 10:30 a.m., local tir
for the purposes of considering and voting upon:

1. A proposal to elect seven directors to serve timil2014 Annual Meeting of Stockholde
2. An advisory proposal to approve the comy’s executive compensation. The proposal is to censidd vote on the followin

“RESOLVED, that the stockholders approve the overatcutive compensation policies and procedurgd@rad by the
Company as well as the compensation of the namecLiéixe officers, all as described in the Compéoarddiscussion and
Analysis and the tabular disclosure regarding naexegtutive officer compensation in this Proxy Staat.”

3. A proposal to ratify the appointment of PricesvhbuseCoopers LLP as the independent registetdit mecounting firm of
ADTRAN, Inc. for the fiscal year ending December 32013; anc

4.  Such other business as properly may come b#ferAnnual Meeting or any adjournments thereof. Bbard of Directors is not
aware of any other business to be presented tbeaofdhe stockholders at the Annual Meeti

Information relating to the above matters is setfin the attached Proxy Statement. Stockholdereanrd at the close of business on
March 8, 2013 are entitled to receive notice of emndote at the Annual Meeting and any adjournmérgseof.

By Order of the Board of Directors.

James E. Matthews

Senior Vice President — Finance,
Chief Financial Officer, Treasurer,
Secretary and Director

Huntsville, Alabama
April 1, 2013



Important Notice Regarding the Availability of Proxy Materials for the
Annual Meeting of Stockholders to be Held on May 82013:

This Notice, the Proxy Statement and the 2012 Annli&eport to Stockholders of ADTRAN, Inc. are availdle at www.proxyvote.com.

PLEASE READ THE ATTACHED PROXY STATEMENT AND THENROMPTLY COMPLETE, EXECUTE AND RETURN THE
ENCLOSED PROXY CARD IN THE ACCOMPANYING POSTAGE-PBIENVELOPE OR VOTE BY TELEPHONE OR OVER THE

INTERNET AS INSTRUCTED ON THE ENCLOSED PROXY CAR



ADTRAN, INC.
901 EXPLORER BOULEVARD
HUNTSVILLE, ALABAMA 35806

PROXY STATEMENT

FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 8, 2013

We are providing this Proxy Statement to the stotdkdrs of ADTRAN, Inc. in connection with the salation of proxies by our Board
of Directors to be voted at the 2013 Annual Meetfh@tockholders and at any adjournments of thadting. The Annual Meeting will be
held at ADTRAN’s headquarters, 901 Explorer Boutey&luntsville, Alabama, on Wednesday, May 8, 2@t3,0:30 a.m., local time. The
meeting will be held in the East Tower on the secibmor. When used in this Proxy Statement, thegetwe,” “us,” “our” and “ADTRAN”
refer to ADTRAN, Inc.

The approximate date on which this Proxy Staterapdtform of proxy card are first being sent or gite stockholders is April 1, 201

This Proxy Statement, the attached Notice of AniMeting and our 2012 Annual Report to Stockholdeesavailable at
WWW.proxyvote.com.

VOTING

General

The securities that can be voted at the Annual Mgeinsist of our common stock, $0.01 par valuespare, with each share entitling
its owner to one vote on each matter submittetiecstockholders. The record date for determinieghttiders of common stock who are
entitled to receive notice of and to vote at thendal Meeting is March 8, 2013. On the record dé1e320,435 shares of common stock were
outstanding and eligible to be voted at the AnMeéting.

Quorum and Vote Required

The presence, in person or by proxy, of a majarftthe outstanding shares of our common stock ¢gesgary to constitute a quorum at
the Annual Meeting. In counting the votes to detaemwhether a quorum exists at the Annual Meetiveywill use the proposal receiving the
greatest number of all votes “for” or “against” aatostentions, including instructions to withholdhaarity to vote.

In voting with regard to Proposal 1, the electiémlioectors, stockholders may vote in favor ofradminees, withhold their votes as to
nominees or withhold their votes as to specific m@as. The vote required to approve Proposal bysmed by the Bylaws of the Company
and is a majority of the votes cast by the holdéishares represented and entitled to vote at tir&l Meeting, provided a quorum is pres
As a result, abstentions will be considered in wheiteing whether a quorum is present and the nurabeotes required to obtain the neces:
majority vote for the nominees and, therefore, hdl’e the same legal effect as voting against thegsal.

In voting with regard to Proposal 2, an advisoryevim approve the Company’s executive compensatiogkholders may vote in favor
of the proposal or against the proposal or mayaab&tom voting. As the vote is advisory only arat hinding there is no required vote. In
determining the results of the vote, however, atiktas will have the same legal effect as votingiast the proposal.

In voting with regard to Proposal 3, the ratificatiof the appointment of the independent registprddic accounting firm, stockholders
may vote in favor of the proposal or against theppsal or may abstain from voting. The vote reguteapprove Proposal 3 is governed by
Delaware law and is the affirmative vote of thedwsk of a majority of the shares represented atitlieeinto vote on the proposals at the
Annual Meeting, provided a quorum is present. Assailt, abstentions will be considered in deterngnivhether a quorum is present and the
number of votes required to obtain the necessajgrityavote for each proposal and, therefore, Wélve the same legal effect as voting
against the proposal.

Under the rules of the national stock exchangesginaern most domestic stock brokerage firms, metfitras that hold shares in street
name for beneficial owners may, to the extent thase beneficial owners do not furnish voting instions with respect to any or all propo:
submitted for stockholder action, vote in theirctigion upon proposals that are considered “diggraty” proposals under the rules of the
exchanges. These votes by brokers are consideraxtezscast in determining the outcome of any dismnary proposal. We believe that
Proposal 3 is discretionary. Member brokerage fitinas have received no instructions from theirrtkeas to “non-discretionarygroposals d
not have discretion to vote on these proposatbkelbrokerage firm returns a proxy card withouingbn a non-discretionary proposal
because it received no instructions, this is refbto as a “broker non-vote” on the proposal. “Bokon-votes” are considered in determining
whether a quorum exists at the Annual Meeting, brudker non-votes” are not considered as votesioadttermining the outcome of any
proposal. We believe Proposals 1 and 2 are nometisnary.



As of March 8, 2013, the record date for the AnrMakting, our directors and executive officers lieredly owned or controlled
approximately 1,376,466 shares of our common stoahstituting approximately 2.21% of the outstagdiommon stock. We believe that
these holders will vote all of their shares of coomnstock in favor of each of the proposals.

Proxies

You should specify your choices with regard to eafcthe proposals (1) by telephone as directecherenclosed proxy card, (2) over
Internet as directed on the enclosed proxy car(B)oon the enclosed proxy card by signing, dagéing returning it in the accompanying
postage paid envelope. All properly executed preagyls delivered by stockholders to ADTRAN in timebe voted at the Annual Meeting
and not revoked will be voted at the Annual Meeimgccordance with the directions noted on thexpaard.In the absence of such
instructions, the shares represented by a signed drated proxy card will be voted “FOR” the electionof all director nominees,
“FOR” approval of a shareholder advisory vote on ercutive compensation and “FOR” the ratification ofthe appointment of the
independent registered public accounting firmIf any other matters properly come before the AhiMeeting, the persons named as pro
will vote upon those matters according to theigjonent.

Any stockholder delivering a proxy has the powereteoke it at any time before it is voted by:

. giving written notice to James E. Matthews, Secyetd ADTRAN, at 901 Explorer Boulevard, Huntsvilldlabama 35806 (for
overnight delivery) or at P.O. Box 140000, HunteyiAlabama 3581-4000 (for mail delivery)

. executing and delivering to Mr. Matthews a proxydchearing a later dat

. voting again prior to the time at which the telepb@nd Internet voting facilities close by follogithe procedures applicable to
those methods of voting, as directed on the endlpsexy card; o

. voting in person at the Annual Meetir

Please note, however, that under the rules ofdliemal stock exchanges, any beneficial owner ofcommon stock whose shares are held in
street name by a member brokerage firm may revikprbxy and vote his shares in person at the Alnde&ting only in accordance with
applicable rules and procedures of the exchangesmaloyed by the beneficial owner’s brokerage firm

In addition to soliciting proxies through the maile may solicit proxies through our directors, cgfis and employees in person and by
telephone or facsimile. We have hired Georgesonttnassist in the solicitation of proxies fromatbolders at a fee of approximately $9,000
plus reasonable out-of-pocket expenses. We willgtegxpenses incurred in connection with the #aliion of proxies. We may also request
that brokerage firms, nominees, custodians andiidies forward proxy materials to the beneficiahers of shares held of record by them.
We will also reimburse such brokerage firms angotiominees for their reasonable expenses in folimguproxy materials to beneficial
owners of our common stock.



SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS AND MANAG EMENT

The following table sets forth information regamglithe beneficial ownership of our common stockfagarch 8, 2013, by (1) each of
our directors and our director emeritus, (2) edobuo executive officers named in the Summary Camspdon Table in this Proxy Statement
and (3) all of our directors and executive officassa group, based in each case on informatiofshed to us by these persons. We believe
that each of the named individuals and each direetd executive officer included in the group hale soting and investment power with
regard to the shares shown except as otherwisd.note

Common Stock Beneficially Owned(1) (2)
Name and Number Percent
Relationship to Company of Shares of Class

Thomas R. Stanton

Chairman of the Board, Chief Executive Officer and

Director 484,09¢ *
James E. Matthews

Senior Vice President — Finance, Chief Financidicef,

Treasurer, Secretary and Director 145,10« *
Raymond R. Schansman

Senior Vice President and General Manager — Enieepr

Networks 97,86¢ *
James D. Wilson, Jr.

Senior Vice President and General Manger — Carrier

Networks 58,08¢ *
Michael Foliano

Senior Vice Presidel- Global Operations 56,41¢ *
James L. North

Director Emeritus 123,76( *
Roy J. Nichols

Director 83,87: &
William L. Marks

Director 71,37¢ *
H. Fenwick Huss

Director 42,76( &
Balan Nair

Director 33,76( *
Ross K. Ireland

Director 25,74: &
All directors, director emeritus and executive offis as a

group
(13 persons 1,376,46! 2.21%

* Represents less than one percent of the outstasbargs of our common stoc

(1) Beneficial ownership as reported in the taldle been determined in accordance with Securitié€Eanhange Commission (“SEC”)
regulations and includes shares of our common dtwtkmay be issued upon the exercise of stockpthat are exercisable within 60
days of March 8, 2013 as follows: Mr. Stanton —,ZR% shares; Mr. Matthews — 145,104 shares; MraS&inan- 94,269 shares;
Mr. Wilson — 56,259 shares; Mr. Foliano 56,233 skaMr. North — 35,000 shares; Mr. Nichols — 35,808res; Mr. Marks — 30,000
shares; Dr. Huss — 35,000 shares; Mr. Nair — 25sb@@es; Mr. Ireland — 20,000 shares; and all ire@and executive officers as a
group — 1,089,941 shares. The shares includecitatile above, do not include shares of our comstmek that may be issued upon
distribution of stock awards that were deferredspant to the Company’s Deferred Compensation Rihith the individual becomes
entitled to upon separation of service from ADTRAMt which shares are actually payable on thediagtof the month following the
six month anniversary of the participant’s separafrom service from ADTRAN, as follows: Mr. Stante26,406 shares; Mr. Matthe'
— 7,438 shares; Mr. Schansman — 5,765 shares; MsoWi 3,994; Mr. Foliano — 3,161 shares; Mr. Inela- 2,018 shares; and all
directors and executive officers as a group — 4Bsftares. Pursuant to SEC regulations, all shatesunrently outstanding that are
subject to options exercisable within 60 days at #n officer or director may become entitled tdemthe terms of the Company’s
Deferred Compensation Plan upon separation of@ewithin 60 days are deemed to be outstandinthéopurpose of computing
“Percent of Class” held by the holder thereof lretrzot deemed to be outstanding for the purposemiputing the “Percent of Class”
held by any other stockholde¢

(2) The shares shown include: as to Mr. Schansman6 3/a@res held by 401(k) plan; as to Mr. Wilson2®,8hares held by 401(k) plan;
to Mr. Foliano, 182 shares held by 401(k) plantca®ir. Nichols, 25,345 shares held in a trust, 5,4Rares held by his wife and 12
shares, which shares are held by his wife as ciastddr grandchildren under Unified Transfers tanbtis Act and as to which
Mr. Nichols disclaims beneficial ownership of; asMr. Marks, 8,600 shares held in an IndividualiRetent Account; and as to all
directors and executive officers as a group, 14s&t@ifes held by 401(k) plan and Individual Retiret#eccount, 5,433 shares owned
spouses and other immediate family members (inotuds custodian) and 25,345 shares held by trostgtich an executive officer or
director is a beneficiary or truste



The following table sets forth information regamglithe beneficial ownership of our common stockfat® date indicated for each

person, other than the officers or directors of AAN, known to us to be the beneficial owner of mitr@n 5% of our outstanding common
stock.

(1)

(2)

3)

(4)

()

Common Stock Beneficially Ownec
Name and Address of Beneficial Owne Number of Share: Percent of Clas

T. Rowe Price Associates, Inc. 9,342,17(1) 15.25%
100 E. Pratt Street
Baltimore, Maryland 2120

FMR LLC 9,196,38(2) 15.0%
82 Devonshire Street
Boston, Massachusetts 021

Royce & Associates, LLC 7,602,11/(3) 12.4(%
745 Fifth Avenue
New York, New York 1015:

Kornitzer Capital Management, Inc. 6,453,29((4) 10.52%
5420 West 61st Place
Shawnee Mission, KS 662(

BlackRock, Inc. 4,793,14.(5) 7.82%
40 East 52nd Street
New York, New York 1002:

Artisan Partners Limited Partnership 4,647,30(6) 7.58%
875 East Wisconsin Avenue, Suite 800
Milwaukee, WI 5320:

The Vanguard Group 3,238,51(7) 5.28%
100 Vanguard Blvd
Malvern, PA 1935!¢

The amount shown and the following informatismerived from Amendment No. 1 to the Schedule fi&@d by T. Rowe Price
Associates, Inc. (“T. Rowe Price”), reporting beciel ownership as of December 31, 2012. Accordinthe Schedule 13G, T. Rowe
Price, a registered investment adviser, is the fi®alkowner of all of the shares, and has soléngppower over 1,414,000 shares, sole
dispositive power over all of the shares. The Saleeti3G indicates various persons have the rightdeive or the power to direct the
receipt of dividends from, or the proceeds fromdhke of the shares; however, no one person’sisttér the shares is more than five
percent (5%) of the total shar

The amount shown and the following informatismlerived from Amendment No. 1 to the Schedule fig@ by FMR LLC (“FMR”),
reporting beneficial ownership as of December 31,22 According to the Schedule 13G, FMR, a regesténvestment adviser, is the
beneficial owner of all of the shares, and has gotag power over 2,017,813 shares, sole dispasfibwer over all of the shares. The
Schedule 13G indicates various persons have thetageceive or the power to direct the receipdiefdends from, or the proceeds
from the sale of the shares; however, no one peraaierest in the shares is more than five per(g#t) of the total shares. Fidelity
Management & Research Company (“Fidelity”), a wiraivned subsidiary of FMR LLC and an investmentisgivregistered under
Section 203 of the Investment Advisers Act of 194Q@he beneficial owner of 6,734,600 shares ofABE8RAN common stock
outstanding. Edward C. Johnson 3d and FMR, thratsgtontrol of Fidelity, and the funds each hag gmwer to dispose of the
6,734,600 shares owned by the funds. Members dathédy of Edward C. Johnson 3d, Chairman of FMf, the predominant owners,
directly or through trusts, of Series B voting coomshares of FMR, representing 49% of the votinggyaf FMR LLC. The Johnson
family group and all other Series B shareholdeketentered into a shareholders’ voting agreemea¢iuwhich all Series B voting
common shares will be voted in accordance witmtlgority vote of Series B voting common shares.akdingly, through their
ownership of voting common shares and the execuatithe shareholders’ voting agreement, membetikefohnson family may be
deemed, under the Investment Company Act of 1®4fairtn a controlling group with respect to FMR. ter FMR nor Edward C.
Johnson 3d, Chairman of FMR LLC, has the sole pawe&pte or direct the voting of the shares owniedody by the Fidelity Funds,
which power resides with the Funds’ Boards of Teast Fidelity carries out the voting of the shamder written guidelines established
by the Fund' Boards of Trustee:

The amount shown and the following informatismerived from Amendment No. 8 to the Schedule fi&@d by Royce & Associates,
LLC, reporting beneficial ownership as of Decembgr2012. According to the Schedule 13G, Royce &o&fates, LLC, a registered
investment adviser, is the beneficial owner of had sole voting and dispositive power over theesharhe Schedule 13G indicates
various persons have the right to receive or thvegpao direct the receipt of dividends from, or ireceeds from the sale of the shares
and the interest of one account, Royce Premier Famdhvestment company registered under the Imesst Company Act of 1940 and
managed by Royce & Associates, LLC amounted to53484 shares of the total shares outstant

The amount shown and the following informatisrerived from Amendment No. 2 to the Schedule fif&8@ by Kornitzer Capital
Management, Inc. (“*KCM”), reporting beneficial owship as of December 31, 2012. According to thee8ale 13G, KCM, a
registered investment adviser, is the beneficial@vof all of the shares, and has sole voting pawer all of the shares, sole disposi
power over 6,262,433 shares, and shared dispogpibwer over 190,863 shares. The Schedule 13G irdic@rious persons have the
right to receive or the power to direct the recefpdividends from, or the proceeds from the sélthe shares; however, no one person’s
interest in the shares is more than five percedtl) &f the total share

The amount shown and the following informatismlerived from Amendment No. 3 to the Schedule fig@ by BlackRock, Inc.,
reporting beneficial ownership as of December 1,22 BlackRock, Inc. reported beneficial owneratfigll of the shares and had sole
voting power and sole dispositive power as to ithe shares. The Schedule 13G indicates variotsops have the right to receive or
the power to direct the receipt of dividends framnthe proceeds from the sale of the shares; haweoeone person’s interest in the



(6)

(7)

shares is more than five percent (5%) of the shates

The amount shown and the following informatismlerived from the Schedule 13G filed by 13G byigan Partners Holdings LP
(“Artisan Holdings”), Artisan Investment Corporaticthe general partner of Artisan Holdings (“Artisgorp.”), Artisan Partners
Limited Partnership (“Artisan Partners”), Artisamvestments GP LLC, the general partner of Artisarirfers (“Artisan Investments”),
ZFIC, Inc., the sole stockholder of Artisan CoffZKIC”), and Andrew A. Ziegler and Carlene M. Zieg] the principal stockholders of
ZFIC, reporting beneficial ownership as of Decentier2012. According to the Schedule, each of tiressons and entities reported
beneficial ownership and shared dispositive povetdl@f the shares and shared voting power wipeet to 4,397,000 shares. The
Schedule 13G indicates various persons have thetdgeceive or the power to direct the receipdisfdends from, or the proceeds
from the sale of the shares; however, no one p’s interest in the shares is more than five per&) of the total share

The amount shown and the following informatismlerived from Amendment No. 1 to the Schedule fig@ by The Vanguard Group,
reporting beneficial ownership as of December 31,22 According to the Schedule 13G, the Vanguawl@ra registered investment

adviser, is the beneficial owner of all of the €isarand has sole voting power over 89,532 shasksdspositive power over 3,152,182
shares, and shared dispositive power over 86,332s.



PROPOSAL 1 - ELECTION OF DIRECTORS

Nominees

The Board of Directors currently consists of ses@mmbers. In addition, James L. North, who was a@asember until his resignation
in December 2002, currently serves as a direct@riéms of ADTRAN. All members of the Board of Ditecs were elected at the 2012
Annual Meeting.

The Board of Directors has nominated Thomas R.t&tam. Fenwick Huss, Ross K. Ireland, William LaMs, James E. Matthews,
Balan Nair and Roy J. Nichols for election as divex at the 2013 Annual Meeting. If elected asraador at the Annual Meeting, each of the
nominees would serve a one-year term expiringea@14 Annual Meeting of Stockholders and untilduiscessor has been duly elected and
qualified. There are no family relationships amaimg directors, director nominees or the executfliears.

Each of the nominees has consented to serve hisaer director if elected. If any of the nominglesuld be unavailable to serve for
any reason (which is not anticipated), the BoarBioéctors may designate a substitute nominee orimees (in which event the persons
named on the enclosed proxy card will vote theeshegpresented by all valid proxies for the electibthe substitute nominee or nominees),
allow the vacancies to remain open until a suitabledidate or candidates are located, or by réenlprovide for a lesser number of
directors.

Our products and our success in our markets depemdr ability to stay abreast of and respond teligments in communications &
information technologies. We have also grown patfiy; in order to protect and enhance our growth @rofitability it is important for us to
understand the financial environments which impecand the risks in those environments as wehasaols of corporate finance availablt
us to navigate and manage those risks. We alsoahaigmificant number of employees and numeroustioes. In selecting directors we are
concerned to have a diverse group of directorfiabdur board has an effective mix of technicalaficial, operating and management
experience in our directors. We have a long-stapgduolicy of keeping our board relatively small. \Also believe that our Board should be
comprised predominantly of independent directassfdiverse backgrounds external to the companglomtld nevertheless include the
insight and judgment of our senior management; diveur seven directors are not employees.

The Board of Directors unanimously recommends thathe stockholders vote “FOR” the proposal to elect iomas R. Stanton, H.
Fenwick Huss, Ross K. Ireland, William L. Marks, Janes E. Matthews, Balan Nair and Roy J. Nichols asiréctors for a one year term
expiring at the 2014 Annual Meeting of Stockholderaind until their successors have been duly electathd qualified.

Information Regarding Nominees for Director

Set forth below is certain information as of Jaguzi, 2013 regarding the seven nominees for dirgictoluding their ages and princiy
occupations.

THOMAS R. STANTON has served as our Chief Execu@ficer and a director since September 2005, anaua Chairman of the
Board since April 2007. Prior to becoming our Chiteecutive Officer, Mr. Stanton served as our Se¥ioe President and General Manager
— Carrier Networks from 2001 to September 2005, Hoesident and General Manager — Carrier Netwadd 1999 to 2001, and Vice
President — Carrier Networks Marketing from 1993999. Before joining ADTRAN, Mr. Stanton served\éise President — Marketing &
Engineering for Transcrypt International, Inc. 895. He also served as Director, Marketing and Semior Director, Marketing, for the E.F.
Johnson Company from 1993 until joining Transciipa995. Mr. Stanton has served on the board efctiirs for a number of technology
companies, the Chamber of Commerce of Huntsvillglistan County and currently serves as Chairmanh®iTelecommunications Industry
Association (TIA), and for the Federal Reserve BahAtlanta’'s Birmingham Branch, and a board menfbethe Economic Development
Partnership of Alabama (EDPA). Mr. Stanton has lssected as a nominee for director because h& i€luief Executive Officer and has
extensive knowledge of all facets of our company extensive experience in all aspects of our inglubir. Stanton is 48.

H. FENWICK HUSS has served as Dean of the J. Magikifigon College of Business at Georgia State Usityesince July 2004. Prior
to his appointment as Dean, Dr. Huss was AssoBiata from 1998 to 2004 and Director of the Schd@derountancy at Georgia State from
1996 to 1998. He has been a member of the Schadatauntancy faculty since 1989. He also servetherfaculty of the University of
Maryland as an assistant professor from 1983 t®,18&d is a visiting professor at the Université$?a Pantheon-Sorbonne. Dr. Huss has
been a member of our Board of Directors since Gut@002 and currently serves as a member of ouit ADdmpensation and Nominating
and Corporate Governance Committees. Dr. Huss éws $elected as a nominee for director becausgngslthe point of view of academia
and in particular the information and new concéipét develop in the business school environmemalige he has extensive experience and
knowledge of financial accounting and corporatarice and because he has management experieneedicettemic environment. Dr. Hus:
62.



ROSS K. IRELAND retired as Senior Executive Vice$tdent of Services and Chief Technology OfficeBBIC Communications Inc.,
a telecommunications services provider, in 2004akkumed these positions in 1997 when Pacific ise@®up merged with SBC
Communications Inc. He served Pacific Telesis Griowarious capacities from 1966 to 1997, includasgVice President and Chief
Technology Officer from 1990 to 1997. Mr. Irelandsva member of the Board of Directors of the Attiaufor Telecommunications Industry
Solutions, or ATIS, a not-for-profit corporatiorattprovides telecom industry standards and indugigyating practices, from 1990 through
2004, and served as the Chairman of the Board é8A4Dm 2000 through 2004. Mr. Ireland was alsoearher of the Board of Directors of
Matisse Networks from 2007 to 2009 and a membéheAdvisory Board of Vector Silicon Inc. from 206&ough 2011. Mr. Ireland was
also a member of the Board of Directors and Chiedt8gist of ASSIA, Inc. from 2005 through 2012..Meland currently serves on the
Board of Directors of NeuStar, Inc. and the AdwsBpoard of Accenture Consulting and Quantenna Conications, Inc. Mr. Ireland has
been a member of our Board of Directors since M2382and currently serves as a member of our AGditnpensation and Nominating and
Corporate Governance Committees. Mr. Ireland has Iselected as a nominee for director becauseibisgxperience provides him a
thorough understanding of the technology and a#iseres that influence our industry and our marlietbbecause he has extensive experi
in management and in particular the managememcbiical personnel. Mr. Ireland is 65.

WILLIAM L. MARKS served as Chairman of the Boardca@hief Executive Officer of Whitney Holding Corphe holding company
for Whitney National Bank of New Orleans, from 198Chis retirement in March 2008, and served inower executive and management
capacities with AmSouth Bank, N.A. from 1977 to Q9®r. Marks currently serves as a director of CIECorporation and CLECO Power,
LLC., and as a Life Trustee of Wake Forest Univgrd¥ir. Marks has served as a director of ADTRANc& 1993 and currently serves as a
member of our Audit, Compensation and Nominating @orporate Governance Committees. Mr. Marks has Belected as a nhominee for
director because of his career in finance and tiigiservices, because of his expertise in ban&imdjcorporate finance and because of his
extensive experience as an executive and senioageain the course of his career. Mr. Marks is 69.

JAMES E. MATTHEWS has served as our Senior Vicesidlent — Finance, Chief Financial Officer and Treas since 2001 and as our
Secretary and as a member of our Board since Fghb2087. Before joining ADTRAN, Mr. Matthews wastiChief Financial Officer of
Home Wireless Networks, Inc. from 1999 to 2001.nFrtP98 to 1999, he served as Chief Executive Qffi€diltope Group, Inc. and as
Vice President Finance and Chief Financial OffiaeMiltope Group, Inc. from 1995 to 1998. From 19621995, Mr. Matthews served as
Controller of Hughes Training, Inc. and from 2002011, Mr. Matthews served as a member of thedbofdirectors of Digium, Inc.

Mr. Matthews has been selected as a nominee fectdirbecause he is our Chief Financial Officecaose he has extensive knowledge of
financial accounting, corporate finance and alfioial facets of our company and because he haagearent experience prior to joining
ADTRAN. Mr. Matthews is 56.

BALAN NAIR is currently Executive Vice President@hief Technology Officer of Liberty Global, Inklr. Nair served as Chief
Technology Officer at AOL, LLC from December 20@6June 2007. He joined AOL in 2006 as Chief InfaioraOfficer and was promoted
to Chief Technology Officer in December of 20060Pto AOL, Mr. Nair served as Chief Informationf@ér at Qwest Communications. He
was also the Chief Technology Officer at Qwest fi2D04 through 2006. Mr. Nair also served as Viaskient of Network and Technolog
of Qwest between 2000 and 2004, Director of Opanatirom 1999 through 2000, and Director of TecbgplSelection and Labs from 1997
through 1999. Prior to 1997, Mr. Nair held Direcémrd Manager positions in Systems Planning, TedgydWodeling and Development at
Qwest. Mr. Nair currently serves on the Board dEfet Group Holding NV, Liberty Global's Belgium Bsidiary. Mr. Nair currently serves
as a director of ADTRAN and is a member of our AuGompensation and Nominating and Corporate Gaver® Committees. Mr. Nair has
been selected as a nominee for director becaulsashextensive experience with the technologiesitifiaence our industry and our markets
and because he has management experience, palyicoéanaging technical personnel. Mr. Nair is 46.

ROY J. NICHOLS founded and served as Presidentididls Research Corporation, a defense and inféemalystems company,
where he worked from 1976 until its merger with @auiter Sciences Corporation in November 1999. Mchils currently serves as a
director of Blue Creek Investments and the Hudstpha Institute of Biotechnology. Mr. Nichols hasws as a director of ADTRAN since
1994, and has served as our lead director sinagb@®cf006. Mr. Nichols is also a member of our Audompensation and Nominating and
Corporate Governance Committees. Mr. Nichols has Iselected as a nominee for director becauseshexitensive experience with
leadership, risk assessment, information technetognd extensive knowledge of and history withammpany. Mr. Nichols is 74.

Information Regarding Director Emeritus
Set forth below is certain information as of Jaguzit, 2013 regarding our director emeritus, inahgdhis age and principal occupation.

JAMES L. NORTH is the managing attorney of Jameklarth & Associates located in Birmingham, Alabaamal has been counsel to
ADTRAN since its incorporation in November of 1988. North has been a practicing attorney sinces]1@éter receiving his Juris Doctor
from the University of Virginia School of Law. MNorth served as a director of ADTRAN from 1993 @02 and currently serves as Direc
Emeritus. He has been asked to remain Director Emsdyecause of the legal and professional skdlbiings to the Board as well as being an
advisor to or director of the company since itomporation. Mr. North is 76.
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CORPORATE GOVERNANCE
Board Structure — Independent Directors

The Nominating and Corporate Governance Committeltize Board of Directors have determined that Medeeland, Marks, Nair al
Nichols and Dr. Huss do not have any relationstfips would interfere with the exercise of indepaeridadgment in carrying out the
responsibilities as directors and are independeatcordance with Rule 4200(a)(15) of the NASDAQrké#place Rules. The incumbent
independent directors also constitute all of thentmers of the Audit Committee, Compensation Commitied Nominating and Corporate
Governance Committee. Prior to each regularly seleeidAudit Committee meeting, these directors casvand hold a separate executive
session as the independent directors of the BddrdNichols, our independent lead director, presideer these meetings, coordinates the
activities of the independent directors and seagekaison between the independent directors an€hief Executive Officer and senior
management. We believe this structure facilitatesdevelopment of a productive relationship with @hief Executive Officer and ensures
effective communication between our Chief Execu@féicer and the independent directors.

Mr. Stanton is both our Chief Executive Officer angt Chairman; his predecessor, Mark Smith, oneuoffounders, also held both of
these positions and we believe that having ourf@&iecutive Officer also holding the position of @tman is important in underscoring his
authority to our customers, our vendors and ourleyegs and in our markets generally. We believettiia structure enhances our day to
operating effectiveness and does not undercutehefiis available to the Board of having separ#ttede functions because we have
established a lead director whose role is exteraivkewho in relationship to the other directordquans many of the functions that might
otherwise be performed by a board chairman.

Meetings of the Board of Directors and its Committes

The Board of Directors conducts its business thnaugetings of the full Board and through committefethe Board, consisting of an
Audit Committee, a Compensation Committee and a iNating and Corporate Governance Committee. Duhiediscal year ended
December 31, 2012, the Board of Directors held seneetings, the Audit Committee held eight meetitlys Compensation Committee held
four meetings and the Nominating and Corporate Garece Committee held two meetings. All memberthefBoard of Directors, except
Balan Nair, attended at least 75% of the aggregfateeetings of the Board of Directors and of thenodittees of which he is a member. Siy
the incumbent directors and director emeritus Jaueth, attended the 2012 Annual Meeting of Stodttéws on May 9, 2012.

Audit Committee

The Audit Committee is responsible for assistingBoard of Directors in fulfilling its oversightsponsibilities with respect to: (1) the
financial reports and other financial informatioyided by us to the public or any governmentalyh@#) our compliance with legal and
regulatory requirements; (3) our systems of intecoatrols regarding finance, accounting and legahpliance that have been established by
management and the Board; (4) the qualificatiomsiadependence of our independent registered pabtiounting firm; (5) the performance
of our internal audit function and the independegistered public accounting firm; and (6) our &undj accounting and financial reporting
processes generally. The Audit Committee has bstabléshed in accordance with Section 3(a)(58){#he Exchange Act. In connection
with its responsibilities, the Board has delegatethe Audit Committee the authority to select &iré our independent registered public
accounting firm and determine their fees and résarterms. The Audit Committee operates under atehapproved by the Board. The
charter is posted on our websitenatw.adtran.com The Audit Committee is composed of H. Fenwick $jugoss K. Ireland, William L.
Marks, Balan Nair and Roy J. Nichols, each of whsiimdependent under NASDAQ listing standards.Hrss is the Chair of the Audit
Committee. The Board has determined that Dr. Haiss iaudit committee financial expert.

Compensation Committee

The Compensation Committee is responsible forrgettie compensation of our Chief Executive Offiaed assisting the Board in
discharging its responsibilities regarding the cermgation of our other executive officers. In addlitithe Compensation Committee is
responsible for administering our 2006 Employeestacentive Plan, our 2010 Directors Stock Plarr, \dariable Incentive Compensation
Plan and our Deferred Compensation Plan. The Cosapiem Committee operates under a charter appiioyéae Board. The charter is
posted on our website aivw.adtran.com The Compensation Committee is composed of H. kdniuss, Ross K. Ireland, William L.
Marks, Balan Nair and Roy J. Nichols, each of whsiimdependent under NASDAQ listing standards. Marks is the Chair of the
Compensation Committee.



Compensation Committee Process

Under our Compensation Committee’s charter, the i@ittee has the power and duty to discharge our @saesponsibilities related to
compensation of our executive officers, within galides established by the Board. Generally, the @oreation Committee reviews and
approves all compensation, including base salamyyal incentive awards and equity awards, for theeExecutive Officer and our other
officers. The Compensation Committee also makesmeatendations to the Board regarding our incentoragensation plans and equity
plans, and approves equity grants. The Committeehthority to review and approve annual perforraagmals and objectives for our Chief
Executive Officer, to evaluate his performance tinset his compensation based on the evaluatian Cmmittee is also responsible for
reviewing and approving executive officers’ compait and establishing performance goals relatéldiv compensation within 90 days of
the beginning of each fiscal year. The Committeersses our benefit plans and evaluates any propesedetirement or executive benefit
plans. The Committee also advises the Board ow$rencompensation programs for non-employee dirsche Compensation Committee
has the authority to delegate its duties to subciti®es, but to date has not done so. In accordaitbeDelaware law, in November 2012 the
Compensation Committee also delegated to the Ehiefutive Officer the authority to approve indivadincentive stock option awards to
employees of ADTRAN who are not officers, subjecatmaximum aggregate limit of 843,080 stock ofgtj@nd pre-approved terms and
conditions.

At the beginning of each calendar year, our Comgtos Committee reviews the variable incentive casipensation (“VICC”)
program results from the prior year and approvespayouts thereunder, establishes the performapais §pr the current year, approves any
increases in executive salaries or other compamsatcommends plan changes, if any, for submigsiaur stockholders at the annual
meeting, and approves the Compensation Committeptat for our proxy statement. Mid-year the Congagion Committee generally
reviews our compensation programs and makes recadations to the Board regarding outside directonpensation and, as necessary
throughout the year, approves any equity awardfacedmpensation for newly hired or promoted exieist Our Compensation Committee
generally meets in the latter part of each calegdar to determine and approve annual equity awards

Our Compensation Committee generally receives maisand information from our Chief Executive Offidor its consideration
regarding executive and director compensation. Chief Executive Officer makes recommendations réiggrsalary increases, annual cash
incentives and equity awards for all of our exemitfficers other than himself. In doing so, hesudts with our Chief Financial Officer.

Our Compensation Committee has authority to redaphterminate any outside advisors, such as corapensonsultants. Our
Compensation Committee has not historically employ@mpensation consultants to assist it in desggaur compensation programs. In
2011, however, the Compensation Committee engagee s Watson to provide compensation informaticsh @malysis with respect to the
telecom industry and to our peer companies withénindustry and recommendations with respect tgipleschanges in compensation for
officers and directors. The Compensation Committaesidered this information in connection with camgation decisions for 2012.

Compensation Committee Interlocks and Insider Eipgtion

None of our executive officers or directors seraes member of the board of directors or compamsattmmittee of any entity that has
one or more of its executive officers serving aseanber of our Board of Directors or Compensatiom@ittee.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Commigteesponsible for assisting the Board in identiyamd attracting highly qualifie
individuals to serve as directors of ADTRAN, selegtdirector nominees and recommending them tdBtierd for election at annual
meetings of stockholders. The Nominating and CatgoGovernance Committee operates under a chagpenaed by the Board. The charter
is posted on our websitewtvw.adtran.com The Nominating and Corporate Governance Commigteemposed of H. Fenwick Huss, Ross
K. Ireland, William L. Marks, Balan Nair and RoyNichols, each of whom is independent under NASOK&@ng standards. Mr. Nair is the
Chair of the Nominating and Corporate Governance@itee.

Consideration of Director Nominees

The Nominating and Corporate Governance Committekssto create a Board that as a whole is stroitg aollective knowledge of,
and has a diversity of skills and experience wétspect to, accounting and finance, managementead@iship, vision and strategy, business
operations, business judgment, crisis managenisktassessment, industry knowledge, corporate gavwee and global markets. When the
Committee reviews a potential new candidate, then@ittee looks specifically at the candidate’s dfigdtions in light of the needs of the
Board and ADTRAN at that time given the then curmix of director attributes.

In accordance with NASDAQ listing standards, weueaghat at least a majority of our Board is indefent under the NASDAQ
definition of independence, and that the membetb@Board as a group maintain the requisite gaatibns under NASDAQ listing
standards for populating the Audit, Compensatiath ldominating and Corporate Governance Committeles.Board has adopted Corporate
Governance Principles that set forth the principies guide us and the Board on matters of corpayavernance. The Corporate Governance
Principles are posted on our websitevatw.adtran.com.



As provided in its charter, the Nominating and Qugbe Governance Committee will consider nominatismbmitted by stockholders.
To recommend a nominee, a stockholder should woritee Nominating and Corporate Governance Comajittare of James E. Matthews,
Secretary of ADTRAN, at 901 Explorer Boulevard, lthwille, Alabama 35806 (for overnight delivery)airP.O. Box 140000, Huntsville,
Alabama 35814-4000 (for mail delivery). Any reconmdation must include:

. the name and address of the candic

. a brief biographical description, including hishar occupation for at least the last ten years,aastdtement of the qualifications
the candidate, taking into account the qualifiaatiequirements set forth above; ¢

. the candidaf's signed consent to be named in the proxy stateifneotninated and to serve as a director if elec

To be considered by the Nominating and Corporatee@mnce Committee for nomination and inclusiontin proxy statement for the
2014 Annual Meeting, stockholder recommendationglficector must be received by us no later thanesaver 29, 2013. Once we receive
recommendation, we will deliver a questionnair¢hi® candidate that requests additional informadioout the candidate’s independence,
qualifications and other information that wouldiasthe Nominating and Corporate Governance Coremitt evaluating the candidate, as
well as certain information that must be discloabdut the candidate in the proxy statement, if maeid. Candidates must complete and
return the questionnaire within the time frame jed to be considered for nomination by the Conemitt

All of the current nominees for director recommethtly the Board for election by the stockholderhat2013 Annual Meeting are
current members of the Board. In evaluating candglfor director, the Committee uses the qualificest described above, and evaluates
stockholder candidates in the same manner as ardiffom all other sources. Based on the Comnstealuation of each nominee’s
satisfaction of the qualifications described abamd his prior performance as a director, the Cotemitletermined to recommend each
incumbent director for re-election. The Committes hot received any nominations from stockholderstfe 2013 Annual Meeting.

Communications with the Board of Directors

The Board has established a process for stockistderommunicate with members of the Board. If jaue any concern, question or
complaint regarding any accounting, auditing oeiinal controls matter, as well as any issues arisider our Code of Business Conduct and
Ethics or other matters that you wish to commuei¢catADTRAN’s Audit Committee or Board of Directoggu can reach the ADTRAN
Board of Directors through our Corporate Governanottine by email at hotline@adtran.com, by maiR&TRAN, Inc. Hotline, P.O. Box
5765, Huntsville, Alabama 35814, or by calling Hwline at 1-888-723-8726 (1-888-7ADTRAN). Infornuat about the Corporate
Governance Hotline can be found on our websitevat..adtran.conunder the links “Investor Relations — Corporate &oance — Corporate
Governance Hotline.”



EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Overview and Philosophy
The goals of our executive compensation prograntcare

. provide competitive compensation that will helgadt, retain and reward qualified executives, witflocus on talent from within
the telecommunications industi

. align management’s interests with our success l§inga portion of the executive’s compensation deleat upon corporate
performance; an

. align manageme’s interests with the interests of stockholdersnojuiding lon¢-term equity incentives

To achieve these goals, we focus on several keypoi the design of our executive compensatiogamm. First, retention is a very
important consideration in our compensation prograand internal promotion and retention of key exige talent has been a significant
feature of our company. We believe that retentimolives two interrelated components — establishrobatworking environment that
provides intangible benefits to our executives encourages longevity and overall compensationishg¢nerally competitive within our
industry and among companies of comparable size&eamgplexity. Augmenting compensation with a dedeatorking environment enables
us to maintain an overall compensation programdhkatrally provides overall compensation to ouicakee officers that is roughly average
when compared to companies with which we competeafent, but still remains competitive with thasempanies.

In 2008, the Board of Directors, the Compensatiom@ittee and senior management undertook a revi@uracompensation policies
and practices, including the levels of the varityes of compensation that we use for senior masa@air Compensation Committee has
historically employed compensation consultantsstist it in designing our compensation programsolmection with the 2008 review,
however, at the request of the Compensation Comenite retained the compensation consulting firfiavfers Watson to provide
compensation information and analysis with respethe telecom industry and to our peer compani#gsmthe industry. The review also
included information collected by senior managenaert the Committee from industry and other soursasieys and databases, including
publicly available compensation information of atckempanies, both those with which we compete hode within our geographic labor
market, to gauge the competitiveness of our congigmmsprograms. As a result of the 2008 reviewxafogitive compensation, the
Compensation Committee determined that our compiendavels for some senior managers were not ctithyeewithin the telecom industi
or among our peers. The Committee determined futtta these compensation levels should be incde@seard a more competitive level in
multiple steps over a reasonable time period. Towar@ concurred.

As discussed in previous years, the equity compiemsawards made by the Company for senior managah®e end of 2009, 2010 and
2011 reflected these decisions. The compensaticisidas made in 2012 for senior managers contine¢hiteme and represent another step
toward attaining more competitive levels of com@dios. Effective January 1, 2011, the Company eaitss VICC program for executives
under our Variable Incentive Compensation Planadapted a group of VICC programs designed to emgmuand reward growth in pretax
income, and in various categories of revenue.

In 2010, the Compensation Committee and senior geanant undertook a review of the compensation waireofficers and
management employees. As a result of this revieevCompensation Committee determined that to biettentivize officers and managers
and to attract and retain qualified executives thatBoard, among other things, should consideeaging the maximum performance award
that may be awarded in a plan year. As a restttisfreview, the Company adopted the Variable ItigerCompensation Plan (the “Variable
Incentive Compensation Plan”) at the 2011 annuatimg and the maximum performance award to anyiemi for any plan year was
increased to $3,000,000.
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The Compensation Committee also seeks to estadnidimaintain a compensation structure that isnatsr consistent and provides
appropriate compensation for our executives irtimiao one another. Consequently, the Compens&mnmittee does not focus on any
particular benchmark to set executive compensalittead, we believe that a successful compensptimgram requires the application of
judgment and subjective determinations based ondhsideration of a number of factors. These fadtmlude the following

. the scope and strategic impact of the executivieasfs responsibilities, including the importandettte job function to our
business

. our past financial performance and future expemtat

. the performance and experience of each indivic

. past salary levels of each individual and of thfecefs as a groug
. our need for someone in a particular position;

. for each executive officer, other than the Chieg&ixive Officer, the evaluations and recommendat@frour Chief Executive
Officer, in consultation with our Chief Financiaff(@er.

The Compensation Committee does not assign relagights or rankings to these factors. Our all@aratf compensation between c:
and equity awards, our two principal forms of comgagion, is based upon our historical practice@ndevaluation of the cost of equity
awards, as discussed in more detail below.

Our Chief Executive Officer works closely with ti®@mpensation Committee to maintain an open dialoggarding the Compensation
Committees goals, progress towards achievement of those goal expectations for future performance. The f@E»ecutive Officer update
the Compensation Committee regularly on resultscamdpensation issues. Our Chief Executive Offidtgo provides the Compensation
Committee, and in particular, the Committee Chaith recommendations regarding compensation foresecutive officers other than
himself. In part because the Chief Executive Offiwerks closely with the Compensation Committe@tighout the year, the Compensation
Committee is in a position to evaluate his perfarogaand make its own determinations regarding ayiate levels of compensation for the
Chief Executive Officer.

Components of Executive Compensation

Our executive compensation program consists of balsey, commissions for sales executives, an dni@&C program, and long-term
equity incentives in the form of stock options gaiformance-based restricted stock units. Execufffieers also are eligible to participate in
a nonqualified deferred compensation program (aadBbard approved the inclusion of directors is fiiogram beginning in 2010) and in
certain benefit programs that are generally avhsladall of our employees, such as medical instegrograms, life insurance programs and
our 401(k) plan. The Compensation Committee ofBaaird of Directors oversees our executive comparsatogram.

Base Salary and Commissions. Base salaries are the most basic form of comp@msatid are integral to any competitive employment
arrangement. At the beginning of each fiscal y&er,Compensation Committee establishes an annsaldadary for our executive officers as
well as commission structures for our sales exeestibased on recommendations made by our Chiefuixe Officer, in consultation with
our Chief Financial Officer. Consistent with oumgoensation objectives and philosophy described @lihe Compensation Committee
attempts to set base salary compensation, andt @djtsen warranted, based on company financidioperance, the individual’'s position and
responsibility within our company and performaneéhiat position, the importance of the executiyasition to our business, and the
compensation of other executive officers of ADTRMNh comparable qualifications, experience and oespbilities. The Committee also
generally takes into account its perceived rangeatdries of executive officers with comparablelifioations, experience and responsibilities
at other companies with which we compete for exeeualent. In 2008, the Committee engaged Toweassdh to support that effort. In
2009, 2010, 2011 and 2012, however, the Commiitteat use a compensation consultant with reseekécutive compensation, but did
use statistics and information received from Tow¥etson as well as other industry sources, stuatidsdatabases in considering executive
compensation.

For our sales executives, commissions are an impbelement of cash compensation, because th#etiexecutives pay directly to hi
success in his area of responsibility. Our salesetives generally receive half of their cash consp&on (not including annual VICC, if any)
in salary and half in commissions, which is coregiswith our historical practice and our undersiagaf the standard practice in the market
for these executives. The Committee also reviewstohical salary and commission information for eatthe executive officers as part of its
analysis in setting base salaries and commissiantates. The Committee uses this information téeng historical progression of each
executive officer's compensation and to identifyiaons in compensation levels among the execuffieers.
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In January, 2012, the Compensation Committee readetive base salaries of our executive officersngpinto account the
considerations described above. The Committee apgrsalary increases for each of the named execafficers which are reflected in the
following table:

Named Executive Officer 2011 Base Salar 2012 Base Salar
Thomas R. Stanton $ 535,00( $ 560,00(
James E. Matthew $  309,00( $ 321,36(
James D. Wilson, J $ 280,34( $ 292,11
Raymond R. Schansmi $ 278,06! $ 290,57¢
Michael Folianc $ 279,57¢ $ 285,17:

Annual I ncentive Compensation. We provide our executives the opportunity to eamnual VICC under our Variable Incentive
Compensation Plan, which is designed to motivateraward executives for their contribution to ADTRA performance during the fiscal
year. A significant portion of the total cash compation that our executive officers could receiaereyear is paid through this program, .
thus is dependent upon our corporate performani€&C\available for 2012 was determined by a fornbdaed on designated performance
measures for total company pretax income, totalpzom revenue, total international revenue, totai@anetwork revenue, total enterprise
network revenue and certain other subcategoriesveihue, as described in the narrative followirggSlummary Compensation Table and the
Grants of PlarBased Awards table. We use these performance nesafeurour annual incentive awards because we @engiem as the mc
appropriate drivers of stockholder value. Total pamy pretax income and total company revenue paebce measures required a growth
rate of at least 2.5% in that measure over the ggar’s performance for officers to receive anf ¢l The Committee does not have the
discretion under the Variable Incentive Compensafitan to grant a VICC award absent attainmerh@ihtinimum performance measures.
The Committee has the discretion to decrease a \WW&©ut under the plan even if performance measaremet, but the Committee does
have any discretion under the plan to increaseGCuayout above the amount determined pursuahetegtablished VICC formula.

For 2012 the Company did not meet the performaneasores established for the 2012 program undéfsdtiable Incentive
Compensation Plan. Consequently, our executivesai@arn any bonuses for 2012 performance undéptan.

Long-Term I ncentive Awards. We compensate our executive officers in part withual grants of stock option awards under our 2006
Employee Stock Incentive Plan, which is descrilvethe narrative following the Summary Compensaliable and the Grants of Plan-Based
Awards table. We grant stock options every yearnbse these awards are consistent with our compemsgials of aligning executives’
interests with those of our stockholders in theglterm, and because these awards are a standaréfa@ompensation among the companies
with which we compete for executive talent. The @emsation Committee believes that stock option dsvare an especially valuable tool in
linking the personal interests of executives testhof our stockholders, because executigesipensation under these awards is directly li
to our stock price. These awards give executivieaf§ a significant, long-term interest in ADTRANsaCcess. In addition, they can provide
beneficial tax treatment that executives valuetdube fact that we have typically granted incemttock options to our executives to the
maximum extent permitted under the tax laws. Moegpthe vesting component of our stock option agwgmbvides a valuable retention tool,
and retention is a significant consideration in mgkhese awards.

As discussed above under “Overview and Philosopihy2008 the Compensation Committee, based on sismos with the Chief
Executive Officer and after considering informati@ceived from Towers Watson and other industryeys and databases, determined tc
an additional equity component in the form of parfance-based restricted stock units, referred tperformance shares,” for the Chief
Executive Officer and the Senior Vice Presidentee Tommittee chose this form of award to furthgolement our executive compensation
goals of better aligning the interests of thesecatiees, who can most directly impact our overahcial performance, with the interests of
our stockholders and of our Company by making therds dependent on corporate performance, andaédid@ portion of the long-term
incentive awards for these executive officers adiogly. The number of performance shares earndtidgxecutive officers is based on our
relative total shareholder return, or “TSR,” agam@eer group over a three-year performance pefiod2012, the Compensation Committee
selected as a peer group all companies in the NAZDAlecommunications Index. The Committee choseitiilex based on the fact that it
contains a significant number of companies andbsad sample of our industry.

As discussed in more detail below in the narratbliewing the Grants of Plan-Based Awards tablegeteding on our relative TSR over
the performance period, the executive officers @y from 0% of the number of target performanareshif the relative TSR performanc
not at least equal to the 20 percentile of the geaup, to 150% of the number of target performastwmes if relative TSR performance
equals or exceeds the 80th percentile of the peeipg Shares earned are distributed at the ertteahteeyear performance period. Under
award agreements, a portion of the granted perfocsmahares also vest and become deliverable upatetith or disability of a recipient or
upon a change of control of ADTRAN, as discusseahare detail below under the heading “Potentiali®ayts Upon Termination or Change
of Control.” The recipients of the performance gisannder the award agreements receive dividend<iebsed on the shares of common
stock underlying the performance shares. The didd&edits are paid in cash upon vesting of thbsees under the applicable awards.
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The 2009 grant of performance shares vested onmlloge7, 2012 and the Compensation Committee e=ttifi November 2012 that
the TSR relative to its peer group over the pertoroe period was 23.1%. As a result, the recipieatsed 33.1% of the performance shares
originally granted and payment, in cash, of thed#ind credits accrued on such performance shares.

Our long-term equity incentive awards are timeddour in the latter part of each year, to coineidt an open trading window under
our insider trading policy. In November 2012, then@pensation Committee approved stock option awardsir executive officers that vest
over a four year period, with 25% vesting on eaufiversary of the grant date. In addition, in Nobem2012, the Committee approved
performance share awards to the Chief Executivee€faind the Senior Vice Presidents, as discudseeea The total awards to the named
executive officers in 2012 were as follows, anddescribed in the narrative below the Grants ofiflased Awards table:

Named Executive Officer 2012 Stock Option Awarc 2012 Performance Share Awar
Thomas R. Stanton 75,36¢ 13,547
James E. Matthew 21,94: 4,00(
James D. Wilson, J 20,03 3,10(
Raymond R. Schansmi 20,03« 3,10(
Michael Folianc 18,06: 3,10(

In determining the amount of these incentive eqayards, the Compensation Committee began by daecati an overall pool amount
for the company, taking into account the estimabguense to us of the awards and the earnings peg shpact of that expense. We typically
establish an internal target for the aggregate msg@é&om company-wide option awards and performaheges, which, based on our review
of industry data as discussed above, we belieatttse low end of the expense levels incurred bycompetitors. The Committee established
a pool of up to 1,026,000 stock options and 26 @& formance shares for the 2012 annual grant,rmpaxed to a pool of up to 1,016,602
stock options and 26,847 performance shares fa2@ié& annual grant. The Committee allocated thé gloaptions and performance shares
among the different functions throughout the conypdmased on the importance and performance ofuthetibn and considerations such as
retention and competitive compensation levels. Tompensation Committee then set each executivdigitual award from the amount
allocated to the function in which he serves, basethe recommendation of our Chief Executive @ffiwith input from our Chief Financial
Officer. In determining the amount of the optiomgaads and performance shares for the named exeafficers, the Committee considered
the conclusions of its 2012 compensation revieverilesd above.

The Company has not historically included a perfomoe measure as a component of vesting of stoadknsdor executive officers
because we believe that performance of the Comisaany implicit feature of every stock option andttthe option itself provides significant
incentive to each employee who receives an optiariuding our executives) to perform his or her jabks optimally for the overall
performance of his or her group and the Comparg/wekole. It does include performance metrics asthe measure for the performance-
based restricted stock units (or “performance diaprogram described below at “Grants of Plan-Bagwards in 2012 — Equity
Compensation” at page 18.

Other Compensation. We maintain general broad-based employee benafitspgh which our executives participate, such lasadth
insurance plan and a 401(k) plan. These beneéitpavided as part of the basic conditions of eyplent for all of our employees, and
therefore providing them to our executive officdogs not represent a significant incremental apsst In addition, we believe that providing
these basic benefits is necessary for us to atabarited executives. We also maintain a nongedlifieferred compensation plan, which is
described under the Nonqualified Deferred Compémsaable below. This plan permits executives ainelatiors to voluntarily defer a portion
of their income and performance shares and saveyron retirement on a tax-deferred basis. Althotighplan permits discretionary
employer contributions, to date we have not magecantributions to this plan. Therefore, this pfaovides a valuable benefit to executives
and directors at virtually no cost to us.

As described in more detail under “Potential Payimélpon Termination or Change of Control” below, previde limited benefits to
participants upon a change of control or upon teatidon of employment for specified reasons (progjde some cases, that termination must
be a “separation from service” as defined in Sectio9A of the Internal Revenue Code) includingriamed executive officers, in our equity
incentive plans and our Variable Incentive CompgasaPlan. All of these benefits are consistenhwlite basic benefits provided by the
companies with which we compete for executive tadgr help us to attract valuable executives. Thesefits help to provide additional
security that executives may need and reward legmalice in situations that create insecurity argent special challenges for executives. We
provide the limited change of control benefits b@@urage our executives to seek out and pursuedsasstransactions that could be beneficial
to ADTRAN and its stockholders.

13



Tax Considerations

Section 162(m) of the Internal Revenue Code liASTRAN's tax deduction for compensation over $1,@00 paid to the Chief
Executive Officer or to certain other executiveicdfs. Compensation that meets the requirementpuaified performance-based
compensation or certain other exceptions undeintieenal Revenue Code is not included in this lirGienerally, the Compensation
Committee desires to maintain the tax deductibdftgompensation for executive officers to the akieis feasible and consistent with the
objectives of our compensation programs. To thdf ear 2006 Employee Stock Incentive Plan and \G&gigncentive Compensation Plan
were designed to meet the requirements so thatiavesrd annual VICC under those plans will be perforce-based compensation for
Section 162(m) purposes. However, in the pastegacutivescompensation has not been high enough to makeo8ei2(m) a critical isst
for ADTRAN. Therefore, deductibility under Secti@62(m) is only one consideration in determiningeizre compensation, and the
Compensation Committee may approve compensatidmstnat deductible in order to compensate exeeutificers in a manner consistent
with performance and our need for executive talent.

Risk Assessment

We have evaluated our compensation program andedactent of the program to ensure that our poliaies practices do not create
risks that are reasonably likely to have a matexilsierse effect on ADTRAN. The Compensation Congrittas attempted to create a
compensation system that values current goals alathgong-term growth. While the use of annuallcagentive opportunities creates the
potential for short term risk taking, we believe tiisk is more than offset by the fact that an @hieash incentive is only one of three elem
of our overall compensation program; and the Comsgtton Committee has the ability to utilize disiretto reduce the amount of annual ¢
incentive awards if an executive officer takes wassary risks.

We believe the two other elements of our total cengation program — base salaries and long terntyesyards -are either risk neutr
or help lower risk. The Compensation Committee meitges the annual base salaries based on numerciosd, as discussed above. These
factors lend themselves to an overall evaluatian émphasizes improvement of ADTRAN and its operstirather than taking risks for short
term gain. Our equity incentive awards vest oreamed over several years, so while the poterdiapensation an executive can receive
through equity incentive awards is tied directhappreciation of our stock price or other perforoemetrics, taking excessive risk for a sl
term gain is incompatible with an executive officesximizing the value of equity incentive awardgothe long term.

Clawback Palicy

The Board has adopted a policy providing thathmévent the Company is required to prepare aruatiog restatement due to mate
noncompliance with any financial reporting requisathunder the securities laws, the Company wilbvec incentive-based compensation
paid to current or former executive officers of empany during the three years prior to the datafavhich the accounting restatement is
required, to the extent that any of that compeanratias based upon the erroneous data that madestiagement necessary. Under this policy,
incentive-based compensation includes stock optjper$ormance shares and other monetary or eqagedcompensation awards. To
implement this policy, the Board has entered intoiigient agreement with each of the named execaffieers providing for their agreement
to such repayment.

Policy Against Hedging I nstruments

Under the Compang’Insider Trading Policy, employees and directdéth® Company and any designee of any employe&@ctdr, are
prohibited from purchasing financial instrumentgc{uding, but not limited to, prepaid variable fama contracts, equity swaps, collars,
exchange funds, and options) that are designeddgehor offset any decrease in the market valeegjoity securities held directly or
indirectly by the employee or director.
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Compensation Committee Report

The following report is not deemed to be “soliotimaterial” or to be “filed” with the SEC or subjéto the SEC’s proxy rules or the
liabilities of Section 18 of the Exchange Act, #melreport shall not be deemed to be incorporatgddference into any prior or subsequent
filing by us under the Securities Act of 1933, aeaded, or the Exchange A

The Compensation Committee has reviewed and disdustth management the Compensation Discussioaatysis included in this
proxy statement. Based on this review and discos#ie Compensation Committee recommended to tlaedBbat the Compensation
Discussion and Analysis be included in this Protat&nent.

COMPENSATION COMMITTEE

William L. Marks, Chairman
H. Fenwick Huss

Ross K. Ireland

Balan Nair

Roy J. Nichols
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Summary Compensation Table

The following table sets forth, for the fiscal ye@nded December 31, 2012, December 31, 2011 arehiber 31, 2010 the total

compensation earned by our Chief Executive Offi€éief Financial Officer and each of our three otimest highly compensated executive
officers who were serving as executive officereaBecember 31, 2012 (collectively referred toles‘hamed executive officers”).

Change in Pensio

Non-Equit
Incentiv?e PI{:m Value a!f?d
Nonqualified
- Deferred All Other
Stock Option Compensatior Compensation Compensatior
Name and Principal Salary Bonus Awards Awards Earnings
Positon Year (%) (1) (%) (%) 3) (%) (4) (%) (5) (%) (6) (%) (7) (8) Total ($)
Thomas R. Stanton 201z  $560,00( — $263,62!  $401,61: — — $ 12,04«  $1,237,28:
Chief Executive Officer 2011  $535,00( — $524,678 $717,77¢ $  1,440,00! — $ 37,50¢  $3,254,96:
201C $510,00¢ $310,000(2) $501,92° $823,48: $ 1,000,00 — $ 24,347  $3,169,75!
James E. Matthew 201z  $321,36( — $ 77,84( $116,92¢ — . $ 10,60 $ 526,72
Senior Vice President — Finance, 2011  $309,00¢( — $154,92( $208,97: $ 350,00( — $ 17,68:  $1,040,57
Chief Financial Officer, — 320,00( — $ 13,89¢
Treasurer and Secretary 201C  $300,00( $141,35.  $239.74 $ $1,014,99.
James D. Wilson, Jr. 201z  $292,11« $ $106,75¢ $
Senior Vice President and General
: 60,32¢ — $ 10,46¢ 469,66t
Manager — Carrier Networks 2011 $280,34 — $120,06; $190,80: $ 310,00 — 3 1593 $ 917,13
201C  $266,99( $109,55! $218,89¢ $ 280,00( $ 12,97¢ $ 888,41
Raymond R. Schansman 201z  $290,57¢ $ $106,75¢ $
Senior Vice President and General
; — 60,32¢ — — $ 10,46¢ 468,13(
Manager — Enterprise Networks 2011  $278,06! — $120,06. $190,80: $ 310,00 — 3 1593; $ 91486
201C  $267,37( — $109,55! $218,89¢ $ 280,00( — $ 12,97¢ $ 888,79
Michael Folianc 201z  $285,17: — $ 60,32¢ $ 96,24¢ — = $ 10,46¢ $ 452,21:
Senior Vice President — Global 2011  $279,57¢ — $120,06! $172,02: $ 200,00( — $ 13,78¢ $ 785,45:
Operations 201C  $271,43( — $109,55! $218,89¢ $ 127,50( — $ 11,62: $ 739,00¢
(1) Includes amounts deferred at the election efetkecutive officers pursuant to our Section 40i€kjement plan and our non-qualified

(2)
(3)

(4)

(5)
(6)

(7)

deferred compensation ple

Represents the amount earned by Mr. Stantoaruhd Variable Incentive Compensation Plan whiateeded the maximum cap and
which was awarded as a discretionary bo

Represents the aggregate grant date fair wdlagck awards made during 2012, 2011 and 201(pated in accordance with the Stock
Compensation Topic of the FASB ASC, based on thiketgrice of our common stock on the date of greint a description of the
assumptions used to determine these amounts, see8Nmthe Notes to the Consolidated Financiake®tants in our Annual Report on
Form 10-K for the fiscal year ended December 3122@xcept that, as required by SEC regulatiomsathounts in the table above do
not reflect any assumed forfeitures. The maximufnesof the awards, assuming the highest leveedbpmance conditions is
probable, are: for Mr. Stanton $341,188, $676,3t0%647,036 for the 2012, 2011 and 2010 awardpeotisely; for Mr. Matthews
$100,742, $199,708 and $182,217 for the 2012, 20112010 awards, respectively; for Mr. Wilson $78,06154,774 and $141,225"
the 2012, 2011 and 2010 awards, respectively; ior@dhansman $78,075, $154,774 and $141,225 f@th2, 2011 and 2010 awards,
respectively; and for Mr. Foliano $78,075, $154,andl $141,225 for the 2012, 2011 and 2010 awaedpgectively

Represents the aggregate grant date fair valuptafroawards made during 2012, 2011 and 2010 caedpataccordance with the Stc
Compensation Topic of the FASB ASC. Fair value easulated using the BlacReholes options pricing model. For a descriptiothe
assumptions used to determine these amounts, see8Nweach of the Notes to the Consolidated FishiStatements in our Annual
Reports on Form 10-K for the fiscal years endedebdzer 31, 2012 and 2011 and Note 2 in the Notd#®et€onsolidated Financial
Statements in our Annual Report on FormKL@r the fiscal year ended December 31, 2010, jgixttet, as required by SEC regulatic
the amounts in the table above do not reflect @asymed forfeiture:

No amounts were earned for 2012 pursuant to theMarincentive Compensation Pl

Amounts reported in this column in the Comparpgroxy statement for the 2011 Annual Meeting actuded in the column titled “All
Other Compensatic”

Consists of

() ADTRAN's contributions to the executive offiseSection 401(k) retirement plan accounts. In 2@MA1 and 2010, the 401(k)
plan required us to match 100% of an employee’sritartions to the plan (up to the first 3% of swhployee’s annual
compensation) and 50% of an employee’s contribstiorthe plan (up to the next 2% of such employasitual compensation).
Compensation that may be considered in calculdtiegontribution amount for each employee is liohiie $250,000 for 2012 ai
$245,000 for each of 2010 and 2011. The amounbwiributions included are $10,000 for 2012 and @9 ®r each of 2011 and
2010 for each of Mr. Stanton, Mr. Matthews, Mr. ¥dih, Mr. Schansman and Mr. Folial
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(b) Accrued dividend credits on restricted stoclaedg are paid in cash upon vesting of those shew@sr the applicable awards. The
amounts included for 2012 are the value of thedéind credits accrued on the basis of the numbeerdérmance shares that
would have been issued under the applicable gedrite performance targets achieved as of Dece&ihe2012. The amounts
included for 2011 are the value of the dividendliteeaccrued on the basis of the number of perfaoaahares that would have
been issued under the applicable grants at thenpegihce targets achieved as of December 31, 20Elamounts included for
2010 are the value of the dividend credits accarethe basis of the number of performance shasgsmbuld have been issued
under the applicable grants at the performancetsuachieved as of December 31, 2010. The actualisnof dividends earned
with respect to each grant of performance shardsteymined upon final determination of the apfiiegperformance target met
the Company upon vesting of the performance sh

(8) Amounts shown with respect to 2012 includevhlele of the dividend credits accrued on restristedk in 2012, as discussed in

footnote (7)(b) above, with respect to the gramigesformance shares in each of 2009, 2010, 20822842. The value of the dividend
credits are reported with respect to the year irckwvthey were accrued and not in the year in whely vested and were actually paid.
The value of the dividends actually earned and,paidash, in November 2011 upon vesting of theB2@@nt of performance shares,

was $29,926 for Mr. Stanton, $8,430 for Mr. Mattlse®6,533 for Mr. Wilson, $6,533 for Mr. Schansnaad $3,583 for Mr. Foliano.
The value of the dividend credits actually earned jpaid, in cash, in November 2012 upon vestindp@f2009 grant of performance
shares, was $3,127 for Mr. Stanton, $881 for Mrttieaws, $683 for Mr. Wilson, $683 for Mr. Schansnaaa $374 for Mr. Foliano.
Based on the number of performance shares thatht@ye been issued under the applicable grante gterformance targets achieved
at December 31, 2012, the value of the total divitdeearned for all grants of performance share$ Becember 31, 2012 represents a
decrease in the value of the dividend credits ebwith respect to the 2009 and 2010 grants as quelsi calculated using the
performance targets achieved as of December 31, idGhe following amounts: $10,964 for Mr. Starnt$8,088 for Mr. Matthews;
$2,393 for Mr. Wilson; $2,393 for Mr. Schansmand &1,435 for Mr. Folianc

Grants of Plan-Based Awards in 2012

All Other
Estimated Possible Payout Estimated Future All Other Option
Under Non-Equity Incentive Payouts Under Equity Stock Awards:
Plan Awards (2) Incentive Plan Awards Awards:  Number of
Number of Exercise oo Grant Date
Securities Fair Value of
Shares of Underlying  Base Price
Thresh- Maxi- Thresh- Target Maxi- Stock or of Option Stock and
old Target mum old mum Units Options Awards Option
Name Grant Date (%) (%) ($) (#) (#) (#) (#) (#) ($/Sh) Awards
Thomas R. Stanton 11/3/2012(1) 75,366 $ 16.97 $ 401,613(4)
= $180,65: $760,00( $1,520,00!
11/3/2012(3) 3,387 13,547 20,32: $  263,625(5)
James E. Matthews 11/3/2012(1) 21,94: $ 16.97 $ 116,925(4)
— $ 43,26. $182,000( $ 364,00(
11/3/2012(3) 1,00( 4,00C 6,00( $ 77,840(5)
James D. Wilson, J 11/3/2012(1) 20,03¢ $ 16.97 $ 106,758(4)
= $ 41,84¢  $161,20( $ 322,401
11/3/2012(3) 77t 3,10 4,65( $ 60,326(5)
Raymond R. Schansm:; 11/3/2012(1) 20,03: $ 16.97 $ 106,758(4)
— $ 40,60t $161,20( $ 322,40(
11/3/2012(3) 77¢ 3,10 4,65( $ 60,326(5)
Michael Folianc 11/3/2012(1) 18,06: $ 16.97 $ 96,249(4)
= $ 24,95¢ $105,00( $ 210,00(
11/3/2012(3) 77t 3,10 4,65( $ 60,326(5)

(1) Grants of stock options under our 2006 EmployeekShacentive Plan

(2) Reflects the possible annual VICC for 2012 jmegainder our Variable Incentive Compensation Pdardescribed under “Annual
Incentive Awards” below. Actual amounts paid to oamed executive officers under the plan for 20&2rcluded in the “Non-Equity
Incentive Plan Compensat” column of the Summary Compensation Table ab

(3) Grants of performance shares under our 2006 Emel8yeck Incentive Pla

(4) Represents the grant date fair value of opgiwards made in 2012. For a description of the apians used to determine these
amounts, see Note 3 to the Consolidated Finantie®ents included in our Annual Report on FornK1i@r the year ended

December 31, 201:

(5) Represents the grant date fair value of perfoira shares granted in 2012 at the probable outagaiast performance targets. For a
description of the assumptions used to determiesettamounts, see Note 3 to the Consolidated Fala®izitements included in our
Annual Report on Form -K for the year ended December 31, 2C
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Annual Incentive Awarc

We provide our named executive officers with theantunity to earn annual VICC under our Variabledntive Compensation Plan.
Under the Variable Incentive Compensation Plarhiwi®0 days of the beginning of each year, our Gamsption Committee establishes
corporate goals to determine the eligibility fandaamount of, any annual incentive compensatiomfwrexecutives. The Compensation
Committee also determines the eligible individualseceive awards and establishes the terms arditiwors of all awards under the Variable
Incentive Compensation Plan.

In January 2012, our Compensation Committee estadali a group of VICC programs under the Variabbemtive Compensation Plan
to determine 2012 amounts and designated eachteseas a participant in a particular program. Epadgram was designed to encourage
growth in company pretax income and company revenghiding international revenue, carrier networigenue and enterprise networks
revenue. VICC was available under each program ibblgth of certain minimum pretax income and ravethresholds were achieved. If
these minimum thresholds were achieved, VICC wadae in multiple categories (no more than foategories for any participant): pretax
income, total revenue, carrier network revenuesr@nise network revenue, international revenue,camthin other subcategories of revenue.
VICC was scaled depending upon the amount of gréfattcompany experienced in excess of the mininfueshold in any category. In
order to measure the value of each possible VIC&dwhe programs assigned to each participatiegudive a number identified as the
target VICC. VICC available in each category wagressed as percentages of the target VICC andddnge a small percentage if the
required threshold was reached through the poggibflas much as 200% of the target VICC, althotlghmaximum amount of VICC
available with respect to certain other subcategoof revenue was 40% of the target VICC. In noegeuld any executive receive more t
200% of the target VICC in any combination of Vi@@ards for all categories. In determining the taxg€C for each executive the
Compensation Committee considered, among othegghthe executive’s responsibilities and opportutatinfluence the outcomes in the
several categories under which VICC could be eaasadell as the executive’s prior contributiongtonpany performance.

Under the program in which Messrs. Stanton, Matthand Foliano participated, they could earn VIC dfreach of total company
pretax income and total company revenue grew lgaat 2.5% over the prior year. If these two thoddlgrowth measures were both
achieved, they could earn VICC for growth in ang @f total company pretax income, total compangnex or total company international
revenue.

Under the program in which Mr. Schansman partieigahe could earn VICC only if each of total comparetax income and total
enterprise networks revenue grew by at least 2.%66 the prior year. If these two threshold growtbasures were both achieved, he could
earn VICC for growth in any one of total compangtax income, total enterprise networks revenueetain other subcategories of revenue.

Under the program in which Mr. Wilson participatéd, could earn VICC only if each of total compamgtax income and total carrier
networks revenue grew by at least 2.5% over thar pear. If these two threshold growth measure®weth achieved, he could earn VICC
for growth in any one of total company pretax inegtotal carrier networks revenue, total compargrirational revenue or certain other
subcategories of revenue.

None of the threshold growth targets establishetheyCompensation Committee was achieved. Consdguas shown in the “Non-
Equity Incentive Plan Compensation” column of then@nary Compensation Table above, no VICC was awlaimleur named executive
officers for 2012 under the Variable Incentive Camgation Plan.

Equity Compensatio

We granted stock options and performance-basexctest stock units, or “performance shares,” du28d.2 to our named executive
officers under the ADTRAN, Inc. 2006 Employee Stdiegentive Plan. The Stock Incentive Plan permitaras of incentive stock options,
nonqualified stock options, stock appreciation tsghestricted stock and restricted stock units. Campensation Committee administers the
Stock Incentive Plan, determines who will receiwaals and establishes the terms and conditiont afvards. The total number of
remaining shares authorized for grant for awartisratthan options under all equity compensationgpitrDecember 31, 2012 was 3,138,096
shares.

The per share exercise price of the options wetgdato our named executive officers during 2012 a@sal to the fair market value ¢
share of our common stock on the date of grant.rRarket value is defined in the Stock IncentivarPas the closing price of our common
stock on the business day immediately before the afagrant. The option price may be paid in caslshares of our common stock, by
broker-assisted cashless exercise (if permitteappjicable laws and regulations), or by any othethod permitted by the Committee.

The options we granted in 2012 to our named exeeuwatificers will become exercisable with respec2586 of the shares on each of the
first four anniversaries of the grant date. Theays become immediately vested and exercisable tipoaxecutive’'s death or disability, and
upon a change of control. The options may be esedcior one year after termination due to the etkex’s death, disability or retirement, or
for 90 days after termination for any other reasther than for cause, in which case the optionsediately terminate. In addition, the
Compensation Committee, in its discretion, may kcaée the vesting at any time. The provisions rdigg acceleration of the options are
described in more detail in the section on the IStocentive Plan below under the heading entitleédténtial Payments Upon Termination or
Change of Control.”
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The number of performance shares earned by theiaxeofficers under the 2012 grant is based orrelative total shareholder return,
or “TSR,” against a peer group over a three-yedopmance period. The peer group is set forth allevV€ompensation Discussion and
Analysis —Components of Executive Compensation — Long-Terentive Awards’ Depending on our relative TSR over the perforogan
period, the executive officers may earn share®ofraon stock on a sliding scale from 0% to 150%hefpgerformance shares (approximately
2.5% of the grant for each 1 percentile increastou®0% of the grant and then approximately 1.87%e grant for each 1 percentile
increase up to 150% of the grant) granted deperwhingur relative TSR performance against the pemrg as shown below:

ADTRAN'’s TSR Granted Performance
Performance Relative to its Shares Earned
Peer Group (expressed in a (expressed as a

percentile) percentage)
Less than 2thPercentile 0%

20t Percentile 25%

25t Percentile 38%

30thPercentile 50%

35t Percentile 63%

40t Percentile 75%

45t Percentile 88%

50t Percentile 100%

55t Percentile 108%

60t Percentile 117%

65t Percentile 125%

70t Percentile 133%

75t Percentile 142%
80t or more Percentil 150%

Shares earned are distributed at the end of tke4ywar performance period and after that timesttgeno additional holding period for
the shares. Under the award agreements, a pofftitie granted performance shares also vest andri®deliverable upon the death or
disability of a recipient or upon a change of cohtf ADTRAN, as discussed in more detail below enthe heading “Potential Payments
Upon Termination or Change of Control.” The recipigeof the performance shares under the award ragi@s receive dividend credits based
on the shares of common stock underlying the perdoce shares. The dividend credits are vestede@amd distributed in cash upon vesting
of the performance shares. Recipients may choodefér shares under the Deferred Compensationifdéead of receiving the shares at the
time they are entitled to distribution of the slsare
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Outstanding Equity Awards at 2012 Fiscal Year-End

The following table sets forth information regamgliall outstanding equity awards held by the namegt@tive officers at December 31,
2012.

Option Awards Stock Awards

Equity
Incentive

Equity Plan

Incentive Awards:

Plan Market
Market  Awards: or Payout

Number Number
Equity Value of Value of
Incentive of of Unearnec Unearnec
Plan Shares  Shares

Awards: or Units or Shares, Shares,

Number of Number of Units Units or Units or
Securities Number of Securities of Stock of Other Other
Underlying Securities Underlying Stock Rights Rights
Unexerciset Underlying Unexercisec  Option That That That That
Unexercised Exercise Option Have Have  Have Not Have Not

Options Options Unearned Expiration Not Not

#) #) Options Price Vested Vested Vested Vested
Name Exercisable Unexercisable (#) (%) Date (#) (%) (#) (12) ($) (16)
Thomas R. Stanton 35,000(1) — — $ 32.27 11/25/201. — — — —
40,000(2) — — $ 2217 10/18/201 — — — —
50,000(3) — — $ 30.0¢ 10/17/201! — — — —
50,000(4) — — $ 225: 11/3/201¢ — — — —
60,000(5) — — $ 28.0% 11/5/201° — — — —
79,000(6) — — $ 15.2¢ 11/6/201¢ — — — —
59,250(7) 19,750(7) — $ 23.4¢ 11/7/201¢ — — — —
35,613(8) 35,612(8) — $ 33.7C 11/6/202( — — — —
18,842(9) 56,524(9) — $ 30.3¢ 8/31/202: — — — —

— 75,366(10) — $ 16.9] 11/3/202: — — — —
— — — — — — — 6,900(13) 134,82t
— — — — — — — 3,633(14) 70,98¢
— — — — — — — 20,147(15) 393,67.
James E. Matthew 15,000(1) — — $ 3227 11/25/201 — — — —
15,000(2) — — $ 2217 10/18/201 — — — —
15,000(3) — — $ 30.0¢ 10/17/201 — — — —
20,000(4) — — $ 225 11/3/201¢ — — — —
24,000(5) — — $ 238.0% 11/5/201° — — — —
23,000(6) — — $ 15.2¢ 11/6/201 — — — —
17,250(7) 5,750(7) — $ 23.4¢ 11/7/201¢ — — — —
10,368(8) 10,368(8) — $ 33.7(C 11/6/202( — — — —
5,486(9) 16,456(9) — $ 30.3¢ 8/31/202: — — — —

— 21,942(10) — $ 16.9] 11/3/202: — — — —
— — — — — — — 1,943(13) 37,96¢
— — — — — — — 1,073(14) 20,96¢
— — — — — — — 5,949(15) 116,24:
James D. Wilson, J 4,000(1) — — $ 3227 11/25/201: — — — —
8,000(3) — — $ 30.0¢ 10/17/201! — — — —
4,438(4) — — $ 225: 11/3/201¢ — — — —
4,344(5) — — $ 23.0¢ 11/5/201° — — — —
5,251(6) — — $ 15.2¢ 11/6/201¢ — — — —
15,750(7) 5,250(7) — $ 23.4¢ 11/7/201¢ — — — —
9,467(8) 9,466(8) — $ 33.7 11/6/202( — — — —
5,009(9) 15,025(9) — $ 30.3¢ 8/31/202: — — — —

— 20,034(10) — $ 16.9] 11/3/202: — — — —

_ _ _ _ — — = 1,506(13) 29,42
_ _ _ — — — — 831(14)  16,23¢
_ _ _ — — — — 4,610(15)  90,07¢
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Option Awards Stock Awards

Equity
Incentive

Equity Plan

Incentive Awards:

Plan Market
Market Awards: or Payout

Number Number
Equity Value of Value of
Incentive of of Unearnec Unearnec
Plan Shares Shares

Awards: or Units or Shares, Shares,

Number of Number of Units Units or Units or
Securities Number of Securities of Stock of Other Other
Underlying Securities Underlying Stock Rights Rights
Unexercisec Underlying Unexercisec Option That That That That
Unexercised Exercise Option Have Have Have Not Have Not

Options Options Unearned Expiration Not Not

#) #) Options Price Vested Vested Vested Vested
Name Exercisable Unexercisable (#) ($) Date (#) ($) (#) (12) ($) (16)
Raymond R. Schansman 12,000(1) = = $ 32.27 11/25/201: = = = =
13,000(3) — — $ 30.0¢ 10/17/201: — — — —
4,543(4) — — $ 22.5: 11/3/2011 — — — —
24,000(5) — — $ 23.0Z 11/5/201° — — — —
10,500(6) — — $ 15.2¢ 11/6/201i — — — —
15,750(7) 5,250(7) — $ 23.4¢ 11/7/201! — — — —
9,467(8) 9,466(8) — $ 33.7C 11/6/202( — — — —
5,009(9) 15,025(9) — $ 30.3¢ 8/31/202: — — — —

— 20,034(10) — $ 16.97 11/3/202: — — — —
— — — — — — — 1,506(13) 29,42]
— — — — — — — 831(14) 16,23¢
— — — — — — — 4,610(15) 90,07¢
Michael Folianc 5,000(4) — — $ 225 11/3/201¢ — — — —
5,000(11) — — $ 27.1% 7/16/201 — — — —
13,000(5) — — $ 23.0Z 11/5/201 — — — —
11,000(6) — — $ 15.2¢ 11/6/201: — — — —
8,250(7) 2,750(7) — $ 23.4¢ 11/7/201! — — — —
9,467(8) 9,466(8) — $ 33.7C 11/6/202( — — — —
4,516(9) 13,546(9) — $ 30.3¢ 8/31/202: — — — —

— 18,062(10) — $ 16.97 11/3/202: — — — —
— — — — — — — 1,506(13) 29,427
— — — — — — — 831(14) 16,23¢
— — — — — — — 4,610(15) 90,07¢

(1) The options vested 25% on each of the first founarsaries of 11/25/2003, the date of gr.

(2) The options vested 25% on each of the first founarsaries of 10/18/2004, the date of gr.

(3) The options vested 25% on each of the first foumiarsaries of 10/17/2005, the date of gr.

(4) The options vested 25% on each of the first fouarsaries of 11/03/2006, the date of gr.

(5) The options vested 25% on each of the first fouarsaries of 11/05/2007, the date of gr.

(6) The options vested 25% on each of the first founarsaries of 11/06/2008, the date of gr.

(7) The options vest 25% on each of the first four earsaries of 11/07/2009, the date of gr.

(8) The options vest 25% on each of the first four earsaries of 11/06/2010, the date of gr.

(9) The options vest 25% on each of the first four earsaries of 8/31/2011, the date of gri

(10) The options vest 25% on each of the first four e@rsaries of 11/3/2012, the date of gr:

(11) The options vest 25% on each of the first four e@rsaries of 7/16/2007, the date of gri

(12) The amounts in this column equal the numbgreoformance shares granted under the 2006 Empfstpef Incentive Plan at the
performance level achieved as of December 31, 22 performance shares are earned based on ativeel SR over a three-year
performance period. Therefore, the amounts inditate not necessarily indicative of the amountsriray actually be earned by the
individual executives

(13) These amounts reflect the number of performanceestgaanted on November 6, 20

(14) These amounts reflect the number of performanceestgaanted on November 5, 20

(15) These amounts reflect the number of performanceeshganted on November 3, 20

(16) These amounts reflect the closing price of $19é&rshare on December 31, 2012 and are measureel pétformance level achieved
of December 31, 201,
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Option Exercises in 2012

The following table sets forth information regamgliall exercises of stock options by the named axexofficers during the 2012 fiscal
year.

Option Awards

Number of Shares Value Realizec
Acquired on Exercis¢ on Exercise
Name (#) N ) B

Thomas R. Stanton — _
James E. Matthew _ _
James D. Wilson, J 7,46¢ 94,77
Raymond R. Schansmi — _
Michael Folianc — _

Nonqualified Deferred Compensation in 2012

The following table sets forth information regamglithe deferred compensation arrangements in whicimamed executive officers
participated in 2012.

Aggregate
Executive Registrant Aggregate Aggregate Balance
Contributions in Contributions Earnings in Last Withdrawals/ at Last
Last FY in Last FY FY Distributions FYE
Name $)(1) (€] (6] (€] $)2
Thomas R. Stanton $ 1,627,12 — $ 395,66: — $5,248,98!
James E. Matthew $ 440,38 — $ 192,89t — $2,107,09
James D. Wilson, J $ 17,97¢ — $ 2,51( — $ 23,78¢
Raymond R. Schansmi $ 172,97 — $  (29,11) — $ 542,53
Michael Folianc $ 199,72 — $ 10,24: — $ 401,62¢

(1) Includes cash contributions and the value otrdoutions of restricted stock awards. The casftrdfoution amounts are included in the
“Salary” column of the Summary Compensation Table2012 for Messrs. Stanton, Matthews, Schansmdri-aliano as follows:

Mr. Stantor—$ 1,544,784; Mr. Matthev—$417,188; Mr. Schansm—$155,000; and Mr. Folia—$189,880.

(2) The aggregate balance includes amounts prdyicugduded in the “Salary” column of the Summargr@pensation Table for (i) 2011
and 2010 for Messrs. Stanton and Matthews as felldlv. Stanton—$1,736,650 and $127,128, respegtitét. Matthews—$563,250
and $74,823, respectively; and (ii) 2011 for MesShansman and Foliano as follows: Mr. Schansmat25;882; Mr. Foliano—
$206,205.

We maintain the ADTRAN Inc. Deferred CompensatitenPThis plan is offered as a supplement to oxugizalified 401(k) plan and
available to our officers and directors who haverbduly appointed or elected by our Board of Divext The deferred compensation plan
allows participants to defer a portion of theirasgds and all or a portion of their annual VICC gedformance shares and any other equity
grants (e.g., restricted stock awards granted talimectors), and permits us to make matching doutions on a discretionary basis, without
the limitations that apply to the 401(k) plan. Tatel we have not made any matching contributionleuthis plan. All contributions are
unfunded and are credited to bookkeeping accoonthé participants, although we have set asidetags a rabbi trust to pay for the benefits
under this plan. Each participant’s account is ibeeldwith earnings as if the account were investe@lected by the participant among pre-
approved mutual funds. Benefits are usually distdad or begin to be distributed on theé 1 day ofnttesth following the six month
anniversary of the participant’s separation fromvise. Benefits will be paid in a single lump suash payment and any deferred stock
awards will be paid in whole shares of ADTRAN commstock with fractional shares paid in cash; predithat a participant may, in some
cases, elect to receive a portion of his or heefieim installments paid over 3 or 10 years.

Potential Payments Upon Termination or Change of Qatrol

This section describes the limited benefits thatildidoe provided to our named executive officersairalir executive compensation
plans upon a change of control of ADTRAN or follogitermination of employment (provided, in someesafsirther described below, the
termination must be a “separation from servicetleined in Section 409A of the Internal Revenue €oWVe also provide a table below
showing the potential benefits payable to eachuoframed executive officers upon a change of cbofrBDTRAN or following termination
of employment as of December 31, 2012.
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Variable Incentive Compensation Plan

Under the ADTRAN, Inc. Variable Incentive CompermsatPlan, in the event of a change of control of THRAN, each executive will
receive an immediate lump sum cash payment otilve-&pplicable annual VICC, but only if the perfarme measures set by the
Compensation Committee for the relevant fiscal yeare been attained as of the date of the changentfol. The amount of the performai
award would be consistent with the minimum, tamyanaximum level of performance measures actualyeaxed as of the change of control
and would be for a proportionate share of the alimachamount for the part-year period ending ondhange of control event. If there had
been a change of control of ADTRAN on DecemberZB1L,2, our executive officers would not have recgigry payment under this
provision, because the minimum levels required utite 2012 performance measures were not attained.

Under the plan, a change of control would occur if:

(1) any individual, entity or group (within the meaniofjSection 13(d)(3) or 14(d)(2) of the Exchangd)fAcquires more than 50%
the total fair market value or total voting powéiar stock;

(2) any person or group acquires (or has acquiverhgl the 12-month period ending on the date ofntlest recent acquisition by such
person or persons) ownership of 35% or more ofdtad voting power of our stocl

(3) a majority of our Board members is replacedrduany 12-month period by directors whose appoémthor election is not
endorsed by a majority of the members of the Boair

(4) any person or group acquires (or has acquiverhgl the 12-month period ending on the date ofntlest recent acquisition by such
person or persons) at least 40% of the total geossnarket value of all of our asse

Deferred Compensation Ple

Under the ADTRAN Inc. Deferred Compensation Plarfipipants are entitled to receive their benefjien termination of employment
(provided the termination is a “separation fromviss” as defined in Section 409A of the InternaVBeue Code). The amount they receive is
based on their account balance, which would con$isteir contributions to the plan and any earsiag described above in the Nonqualified
Deferred Compensation table and its accompanyingiize. Benefits are not payable from the plarilané 1st day of the month following
the six month anniversary of the participant’s safian from service.

2006 Employee Stock Incentive Plan

Under our 2006 Employee Stock Incentive Plan, titeoas we have granted will become immediatelye@stnd exercisable upon the
executive’s death or disability, or upon a chanfyjeomtrol. Upon termination of employment for cauak outstanding options immediately
terminate. Options may be exercised for one yean tgrmination due to the executive’'s death, digglar retirement, or for 90 days after
termination for any other reason other than forsealnder the award agreements, with respect tpatiermance shares granted under our
2006 Employee Stock Incentive Plan, a portion efgierformance shares become immediately vestedamndd in the event of death,
disability, or upon a change of control. The numtifesuch vested performance shares equals 25% abthl performance shares granted
multiplied by a fraction, the numerator of whichuats the number of days elapsed from the dateaoftdo the date of the applicable
acceleration event and the denominator of whiclaksqhe days in the performance period.

Under the 2006 Employee Stock Incentive Plan, charigontrol is defined as:

(1) the acquisition of beneficial ownership of 5@¥more of either our outstanding shares of comstook or the combined voting
power of our securities, except for any acquisitimectly from us, any acquisition by us or ouiileffes, or any acquisition by any
of our employee benefit plar

(2) during any 12-month period, a majority of thead is no longer comprised of individuals whopathe beginning of that period,
constituted our Board and individuals whose nonvmafor election was approved by the Boz

(3) areorganization, merger or consolidation, wrgrbstantially all of the owners, respectivelypof outstanding shares of common
stock or the combined voting power of our secwitremediately before the transaction beneficiallsndess than 50% of,
respectively, the common stock and the combinethgqtower of the securities of the resulting cogtimn, in substantially the
same proportions as their ownership immediatelgra the transaction; «

(4) the sale or other disposition of all or substahtiall of our assets
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An executive is considered retired under the 20@®lByee Stock Incentive Plan if he terminates eyplent after age 65. Disability is
defined as eligibility to receive long-term disétlibenefits or, if we do not have a long-term difity plan, an executive’s inability to engage
in the essential functions of his or her duties ttua medically-determinable physical or mentalainment, illness or injury, which can be
expected to result in death or to be of long-cargthand indefinite duration. Cause means the exe&utvillful and continued failure to
perform his duties within 15 days after receiptwitten demand for such performance; unlawful difulimisconduct which is economically
injurious to us or our affiliates; conviction of; a plea of guilty or nolo contendere to, a felaarge (other than a traffic violation); habitual
drug or alcohol abuse that impairs the executiabiity to perform his duties; embezzlement or &iacompetition with our business; or the
executive’s breach of his employment contractpif.eCurrently, none of our executives have emplayneentracts.

1996 Employees Incentive Stock Option Plan

Under our 1996 Employees Incentive Stock OptiomPtae options we have granted will become immetijiatested and exercisable
upon the executive’s death or disability, or uparhange of control. Upon termination of employmfentcause, all outstanding options
immediately terminate, unless the executive is teated for cause after a change of control, in Witiase the options may be exercised for
three months after termination. Options may be@sed for one year upon termination due to the @tkee's disability or the executive’s
death while an employee, or for three months aéenination for any reason other than for causéh@roption’s expiration date, if earlier).

Disability under the 1996 plan is defined as tatad permanent disability as determined by our Carsgiion Committee in its sole
discretion. Change of control is defined as: (¥)dbquisition by a person, group or entity of disight number of shares of our common
stock, or securities convertible into our commatkt to hold more than 50% of our common stock2drany sale or other disposition of all
or substantially all of our assets. Cause undeL®®6 plan means acts by an executive that caulsgbilgy or loss involving: personal
dishonesty, incompetence, willful misconduct, mauapitude, intentional failure to perform statadids, willful violation of any law, rule or
regulation (other than traffic violations or simmitaffenses), improper use or disclosure of our iciamitial information or trade secrets, the
breach of any contract with ADTRAN, the unlawflading in securities based on information gainedugh the performance of services for
us, a felony conviction or the failure to contesigecution for a felony, embezzlement, fraud, demegivil rights violations.
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The following table sets forth the potential betsefiayable to our named executive officers purstatite arrangements described
above, assuming termination of employment or a gba control had occurred on December 31, 2012.

Thomas R. James E. James D. Raymond R. Michael
Benefit/Plan/Program Stanton Matthews Wilson, Jr. Schansman Foliano
Stock Options (1) $ 19369: $ 56,390 $5148 $ 51,487 $ 46,41¢
Performance Shares ( $ 121,05¢ $ 3550: ¢ 2751% $ 27,51 ¢$ 27,51t
Variable Incentive Compensation Plan $ — $ — $ — $ — $ —
Deferred Compensation Plan | $5,248,981  $2,107,09. $ 23,78¢ $542,53: $401,62¢
Total value upon a change of control $ 314,747 $ 91,89¢ $ 79,00 $ 79,000 $ 73,93¢
Total value upon termination of employment dueeatt or
disability (6) $5,563,72° $2,198,98. $102,79: $621,53t $475,56:
Total value upon termination of employment for atlyer reason
@) $5,248,981 $2,107,09. $ 23,78¢ $542,53: $401,62¢
Potential payments upon Termination or Change oft@bas a
Multiple of Salary and VICC (8 0.5€ 0.2¢ 0.27 0.27 0.2¢

(1) Amounts represent the potential value of uregstock options held by the named executive afficader the 2006 Stock Incentive
Plan and the 1996 Incentive Stock Option Planwmatld have vested upon a change of control or apamination of employment by
reason of death or disability on December 31, 2048ed on a price of $19.54 per share, the clgsiog of our common stock on
December 31, 201.

(2) Amounts represent the potential value of ureeggerformance shares that would have vested upbaraye of control or upon
termination of employment by reason of death oaldfity on December 31, 2012, based on a pricel&f% per share, the closing price
of our common stock on December 31, 2(

(3) Represents the amount of the annual VICC tlmatidvhave been payable to each participant updraage of control on December 31,
2012.

(4) Represents the amount payable under the Ddf@wenpensation Plan upon a termination of employr{govided the termination is a
“separation from service” as defined in SectionAX@® the Internal Revenue Code), including a temtion by reason of death or
disability, to each participant on December 31,20lhese amounts equal the account balance ofggatihipant as of December 31,
2012.

(5) Reflects the sum of (1) the value of accelefatesting of stock options; (2) the value of sharfesommon stock received upon partial
vesting of unvested performance shares; and (3uata@ayable under the Variable Incentive Compémns#&tlan, in each case as of
December 31, 201:

(6) Reflects the sum of (1) the value of acceleratesting of stock options; (2) the value of sharesommon stock received upon partial
vesting of unvested performance shares; and (3uata@ayable under the Deferred Compensation Pl@aach case as of
December 31, 201.

(7) Represents amounts payable to each participatdr the Deferred Compensation Plan upon ternoimati employment for any reason
(provided the termination is a “separation fromvgss” as defined in Section 409A of the InternavBeue Code) on December 31,
2012.

(8) Amounts represent the sum of the potentialevauunvested stock options as described in Foethatbove, the potential value of
unvested performance shares as described in Fedrattove, and the amount of the annual VICC tlwailadvhave been payable as
described in Footnote 3 above as a multiple of#iary and VICC received by each individual for ylear ending December 31, 201.
disclosed at Summary Compensation Table aboveaifmeints payable under the Deferred CompensationdPéaexcluded from this
calculation because all amounts included in tha Bta amounts of compensation deferred by the ¢ixecand the earnings on such
amounts and do not include any Company contribatibimder the Company'change of control arrangements, there is noysparabli
upon a change of control other than salary earnédrpaid to the time of the change of cont
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DIRECTOR COMPENSATION

The table below sets forth information regardingipensation paid to our non-employee directors @dr22

Change in
Pension Value
and
Fees Earnel Non-Equity Nonqualified All Other
or Paid in Stock Option Incentive Plan Deferred Compen-
Cash Awards Awards Compensatior Compensatior sation Total
Name (6] ® @ ®) 2 (6] Earnings (6] ®
H. Fenwick Huss $ 90,00 $80,00( — — — — $170,00(
Ross K. Irelanc $ 80,00(  $80,00( — — — — $160,00(
William L. Marks $ 87,50C $80,00( — — — — $167,50(
Balan Nair $ 85,000  $80,00( — — — — $165,00(
Roy J. Nichols $ 95,000  $80,00( — — — — $175,00(
James L. Nortl $ 80,00C  $80,00( — — — — $160,00(

(1) Represents the aggregate grant date fair \dlstock awards made during 2012 computed in aeemel with the Stock Compensation
Topic of the FASB ASC, based on the market pricewsfcommon stock on the date of grant. For a detsmm of the assumptions used
to determine these amounts, see Note 3 to the Kwtbe Consolidated Financial Statements in ounush Report on Form 10-K for the
fiscal year ended December 31, 2012, except thatquired by SEC regulations, the amounts inghketabove do not reflect any
assumed forfeiture:

(2) The aggregate number of option awards outstandingdch of the nc-employee directors at December 31, 2012 was asafsi

Name Options
H. Fenwick Huss 35,00(
Ross K. Irelanc 20,00(
William L. Marks 30,00(
Balan Nair 25,00(
Roy J. Nichols 35,00(
James L. Nortl 35,00(

Non-employee directors of ADTRAN, including Mr. Nby our director emeritus, were paid an annuabfe&80,000, plus an annual
retainer of $5,000 paid to the Nominating and CoamGovernance Committee chairperson, plus anametainer of $10,000 paid to the
Audit Committee chairperson, plus an annual retaii&7,500 paid to the Compensation Committeerpeason. In January 2012, the Board
approved the payment of an annual fee of $15,0@0etalirector serving as lead director. This anfielis in addition to all other fees
received for services as a director or as a membehairman of a committee of the Board. Directeh® are employees of ADTRAN receive
no directors’ fees. All directors are reimbursedtfeir reasonable expenses in connection witlpéréormance of their duties.

Our non-employee directors, including our currérgéator emeritus, are entitled to participate im 2010 Directors Stock Option Plan,
which our stockholders approved at the 2010 anmegting of stockholders on May 5, 2010. As of Deloen81, 2012, there were a total of
500,000 shares reserved for issuance under theRidd€tors Stock Option Plan, of which 150,000 slsawere subject to outstanding optic
46,392 were issued as restricted stock awards @@@8 shares were available for future awards.2Zlié® Directors Stock Option Plan
provides for automatic equity grants to directoteovare not otherwise employees of ADTRAN. Under28&0 Directors Stock Option Plan
newly-elected directors may receive an initial gramd an annual grant in the same calendar yeasf Becember 31, 2012, there were five
directors and one director emeritus eligible tdipgrate in the 2010 Directors Stock Option Plahe 010 Directors Stock Option Plan is
administered by the Compensation Committee. Subjettte terms of the 2010 Directors Stock OpticanPthe Compensation Committee
the authority to determine the terms and provisimfithe option agreements, to interpret the prowisiof the plan, to prescribe, amend and
rescind any rules and regulations relating to the,mand to make all determinations necessary visable for the administration of the plan.
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Equity grants (nonqualified stock options, reseitstock or restricted stock units) under the 2Dt8ctors Stock Option Plan have a
fixed dollar value determined by reference to aestage of the Directors’ total remuneration. Theual equity grant has a value equal to
50% of the Directors’ total remuneration for théecalar year (which includes the award under theéd2Ditectors Stock Option Plan and
excludes any compensation for serving as a conmerittair or lead director or any additional meefigg), or a lesser amount as determined
in the discretion of our Board. In no event shalf annual equity award have a fair market valuatgrethan $120,000. In addition, upon
initially joining the Board, a new Director will ceive an initial award equal to 50% of the valu¢hef annual grant (detailed above) that was
granted in the calendar year prior to the calegdar in which the new Director joins the Boardadesser amount as determined in the
discretion of our Board. The initial grant will beaddition to any annual grant. Grants under B#02Directors Stock Option Plan are in the
form of restricted stock, unless our Board (uparoremendation from the Compensation Committee) detess to grant awards in the form
of restricted stock units or nonqualified stockiops.

Options granted under the 2010 Directors Stockddgd@lan (whether in the form of restricted stoakagualified stock options or
restricted stock units) vest in full on the firsindversary of the grant date, unless the vestihgdule is varied by the Compensation
Committee in the Director's award agreement. Awameist earlier if there is a change of control of AN or if the Director terminates
service due to death or disability. The term of aopqualified stock option is ten years from theed# grant. The Compensation Committee
is given the discretion under the 2010 DirectorcstOption Plan to extend this exercise periodfastanding options to the extent permit
by Section 409A of the Internal Revenue Code. Tirelmse price of the common stock underlying eactynalified stock option granted
under the 2010 Directors Stock Option Plan is 1@¥%he fair market value of the common stock ondhate the option is granted. There is
purchase price for an award of restricted stoalestricted stock units.

If a Director’s service with ADTRAN is terminatedrfcause, all nonqualified stock options will temaie immediately. Upon
termination of a Director’s service due to disabjlthe nonqualified stock options may be exercfeeane year. Upon termination of a
Director’s service other than due to death, digghilr cause, the nonqualified stock options magkercised for three months. In addition, if
a Director dies while his nonqualified stock opsaemain exercisable, his beneficiary (as deterdhimeler the 2010 Directors Stock Option
Plan) may exercise the options for up to one y#ar the date of death. However, in no case wil aption remain exercisable beyond its
term. Under the 2010 Directors Stock Option Plaause” is defined as an act or acts by an indivichwvalving personal dishonesty,
incompetence, willful misconduct, moral turpitud@entional failure to perform stated duties, willfsiolation of any law, rule or regulation
(other than traffic violations or similar offensg#f)e use for profit or disclosure to unauthoripedsons of our confidential information or
trade secrets, the breach of any contract witthasyunlawful trading in our securities or the sé@s of another corporation based on
information gained as a result of the performarfcgeovices for us, a felony conviction or the faldo contest prosecution for a felony,
embezzlement, fraud, deceit or civil rights viadats, any of which acts cause us liability or I@ssdetermined by the Compensation
Committee in its sole discretion. Under the platisébility” means the total and permanent disabditan individual as determined by the
Compensation Committee in its sole discretion.dditon, if a director dies during service, or dgia period following termination of servi
when his options have not yet terminated as pravat®ve, the director’s beneficiary can exercigeditions for up to one year after the date
of the director’s death (or the expiration of theion, if earlier). If an individual ceases to bBiaector, his rights with regard to all namstec
restricted stock and restricted stock units granteder the 2010 Directors Stock Option Plan ceaseddiately.

On December 31, 2012, in accordance with the tefrtise 2010 Directors Stock Option Plan, 4,094 sbaf restricted stock were
granted to each of Messrs. Ireland, Marks, NaichNis and North and Dr. Huss.
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EQUITY COMPENSATION PLAN INFORMATION
The following table gives information about our aoom stock that may be issued under all of our Exjsquity compensation plans as
of December 31, 2012, which include the following:
. ADTRAN, Inc. Amended and Restated 1996 Employeesritive Stock Option Plan, as amenc
. ADTRAN, Inc. 2006 Employee Stock Incentive Pl
. ADTRAN, Inc. 2010 Directors Stock Option Plan; ¢
. ADTRAN, Inc. Amended and Restated 1995 DirectoxtOption Plan, as amende

Each of these plans has been approved by our siltutekis.

(c) Number of Securities

(a) Number of Remaining Available
Securities to be Issue (b) Weighted Average for Future Issuance Under
Upon Exercise of Exercise Price of Equity Compensation Plan:
Outstanding Options, Outstanding Options, (Excluding Securities
Plan Category Warrants and Rights Warrants and Rights Reflected in Column (a))
Equity Compensation Plans Approved by
Stockholder: 6,182,45. $ 24.8: 7,161,12!
Equity Compensation Plans Not Approved
by Stockholder: — — —
TOTAL 6,182,454(1) $ 24.8: 7,161,125(1)(2)

(1) Amounts include the number of securities tasseied or to remain available upon achievementafimum performance in connection
with the outstanding performance sha

(2) As of December 31, 2012, the shares remainimgable for future issuance under equity compeasailans includes 3,138,096 shares
that may be used for authorized awards other ttwok ®ptions

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

James L. North, a partner in the law firm of JameNorth & Associates, is our director emeritus @sdof December 31, 2012,
beneficially owned 123,760 shares of our commoankstd/e paid James L. North & Associates fees ofdf1@0 for legal services rendered to
us during 2012. All bills for services provided lgmes L. North & Associates are reviewed and agardy our Chief Financial Officer. We
believe that the fees for these services are redd®and comparable to those charged by other fomservices rendered to us.

Policies and Procedures For Review and Approval dkelated Person Transactions

We believe that business decisions and actionstakeur officers, directors and employees shoeltbésed on the best interests of
ADTRAN, and must not be motivated by personal adesitions or relationships. We attempt to analyizeamsactions in which ADTRAN
participates and in which a related person may laadieect or indirect material interest, both do¢hte potential for a conflict of interest and
to determine whether disclosure of the transadorquired under applicable SEC rules and regriati

Related persons include any of our directors ocetkee officers, certain of our stockholders angitimmediate family members. A
conflict of interest occurs when an individual'svate interest interferes, or appears to interferany way with the interests of ADTRAN.
Our Code of Business Conduct and Ethics requitefiractors, officers and employees who may hapetantial or apparent conflict of
interest to fully disclose all the relevant faad<ither a personnel supervisor, if applicablgherDirector of Internal Audit. Once a personnel
supervisor receives notice of a conflict of intétes or she will report the relevant facts to theeBtor of Internal Audit. The Director of
Internal Audit will then generally consult with teidit Committee and a determination will be maddawhether the activity is permissible.
A copy of our Code of Business Conduct and Etls@viailable on our website wtvw.adtran.conunder the links “Investor Relations —
Corporate Governance — ADTRAN Code of Business @onand Ethics.”
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In addition to the reporting requirements under@uoele of Business Conduct and Ethics, each yeadioegtors and officers complete
Directors’ and Officers’ Questionnaires identifyingy transactions with us in which the officer aedtor or their family members have an
interest. A list is then maintained by us of alhgmanies known to ADTRAN that are affiliated witmedated person. Any potential transacti
with such companies or other related party tramsastare reviewed by the Chief Financial Officed dmought to the attention of the Audit
Committee as appropriate. Our Audit Committee $pomsible for reviewing and approving all matetiahsactions with any related person.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act, and regulatafithe SEC thereunder, require our directors, efand persons who own more than
10% of our common stock, as well as certain aféaof those persons, to file with the SEC initeggdorts of their ownership of our common
stock and subsequent reports of changes in thag¢rship. Directors, officers and persons owning ntbae 10% of our common stock are
required by SEC regulations to furnish us with espif all Section 16(a) reports they file. Basddlgmn our review of the copies of these
reports received by us and on information providedhe reporting persons, we believe that, durfregfiscal year ended December 31, 2012,
our directors, officers and owners of more than 1%ur common stock complied with all applicablen§ requirements, except as descri
below. On November 28, 2012, each of Thomas Rt&adames E. Matthews, Raymond R. Schansman, Janw#son and Michael
Foliano filed a Form 4 reporting the acquisitiorpefformance shares, which were awarded pursuayatd of November 7, 2009 under the
ADTRAN, Inc. 2006 Employee Stock Incentive Plan amdted pursuant to the provisions of the awardth@gblan on November 7, 2012,
which should have been reported at the time ofingsand which Form 4 was subsequently amendecebrugry 4, 2013, for each of Thon
R. Stanton, James E. Matthews, Raymond R. Schananthilichael Foliano, and on February 5, 2013 &mnds D. Wilson, to report that,
pursuant to elections made by the respective rigygoperson, the performance shares were deferred wgsting and should have been
reported as the receipt of phantom stock and nobasnon stock. Additionally, each of Thomas R. &anJames E. Matthews, Raymond R.
Schansman and Michael Foliano included in thejppeeve Forms 4/A the acquisition of additional reisaof phantom stock on each of
February 16, 2012, May 10, 2012, August 9, 2012Naodember 8, 2012, which acquisitions should haaenlreported at the time of each of
the four accruals, in each case by the filing Bbam 4. On February 4, 2013, each of Thomas Rt@tadames E. Matthews, Raymond R.
Schansman and Michael Foliano filed a second Fé&edch amending a Form 4 filed on November 8, 20lreport that, pursuant to
elections made by the respective reporting pergeriormance shares, which vested on November @, @@te deferred upon vesting and
should have been reported as the receipt of phasttooh and not as common stock.
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Audit Committee Report

The Audit Committee assists the Board of Directorulfilling its oversight responsibilities relaiy to the accuracy and integrity of
ADTRAN's financial reporting. Our Board of Directohas adopted an Audit Committee Charter, whichfeeth the responsibilities of the
Audit Committee. A copy of the Audit Committee Ctaatris available on our websitevavw.adtran.com

The Audit Committee held eight meetings duringfieeal year ended December 31, 2012. RepresendativiericewaterhouseCoopers
LLP, our independent registered public accounting,fattended each meeting. The Audit Committeéereed and discussed with
management and PricewaterhouseCoopers LLP ourduiitincial statements for the fiscal year endeddinber 31, 2012 and our unaud
quarterly financial statements for the quarterseeindarch 31, June 30 and September 30, 2012. TH& Bommittee also discussed with
PricewaterhouseCoopers LLP the matters requiredrfBthtement on Auditing Standards No. 61 and RdC®dification of Statements on
Auditing Standards, AU § 380), as amended or sepec

In addition to the review of annual and interimdfitial statements, the Audit Committee continugdoitus on functions and risks
which could adversely impact ADTRAN's financial jitien. Audit Committee meetings included overviegishe status of testing of key
internal controls over financial reporting. The Audommittee has actively reviewed management'sssaent of the effectiveness of
ADTRAN's internal control over financial reportir{including management’s evaluation of identifieshitol deficiencies and management’s
program for remediation of those deficiencies) BndewaterhouseCoopers LLP’s report thereon, bbibhich are included in the Annual
Report on Form 10-K for the year ended DecembefB12.

The Audit Committee also received the written disares and the letter from PricewaterhouseCoopePsréquired by applicable
requirements of the Public Company Accounting OgéitsBoard regarding the communication of PricewtadeseCoopers LLP with the
Audit Committee concerning independence, and hesudsed with PricewaterhouseCoopers LLP its indigrase. The Audit Committee
reviewed the audit and non-audit services provige&ricewaterhouseCoopers LLP for the fiscal yeaied December 31, 2012 and
determined to engage PricewaterhouseCoopers Liteadasdependent registered public accounting fiftADTRAN for the fiscal year
ending December 31, 2013.

Based upon the Audit Committee’s review of the tadifinancial statements and the discussions radiede, the Audit Committee
recommended that the Board of Directors includeatidited financial statements in our Annual ReparfForm 10-K for the year ended
December 31, 2012 for filing with the SEC.

AUDIT COMMITTEE

H. Fenwick Huss, Chairman
Ross K. Ireland

William L. Marks

Balan Nair

Roy J. Nichols
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PROPOSAL 2 — ADVISORY VOTE TO APPROVE EXECUTIVE COM PENSATION

We believe that our compensation policies and mhoiees, which include the pay for performance coreptsithat have been described
previously in this Proxy Statement, are strongigredd with the long-term interests of our shareddd This advisory Shareholder resolution
is commonly known as “Say-on-Pay.” The Board hasmigined to present this resolution for consideratinnually. This resolution is
included to provide shareholders the opportunitgridorse or not endorse our executive pay prograhpalicies, and the compensation of
our named executive officers, as disclosed pursioaitém 402 of Regulation S-K, through the follogriadvisory proposal:

“RESOLVED, that the shareholders approve the oVeracutive compensation policies and procedurgd@rad by the
Company as well as the compensation of the namecLitixe officers, all as described in the Compeasddiscussion and Analysis a
the tabular disclosure regarding named executiffeesfcompensation in this Proxy Statement.”

Because your vote is advisory, it will not be bimglupon the Board or the Compensation Committee.

The Board of Directors unanimously recommends a vet“For” approval of the “Say-on-Pay” proposal.
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PROPOSAL 3 — RATIFICATION OF APPOINTMENT OF INDEPEN DENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Audit Committee of our Board of Directors, ttardance with its charter and authority deleg#tetiby the Board, has appointed
the firm of PricewaterhouseCoopers LLP to serveumsndependent registered public accounting fiomthe fiscal year ending December 31,
2013, and the Board of Directors has directedshah appointment be submitted to our stockhold@rsatification at the Annual Meeting.
PricewaterhouseCoopers LLP has served as our indeperegistered public accounting firm since 1886 is considered by our Audit
Committee to be well qualified. If the stockholddsnot ratify the appointment of Pricewaterhoussiars LLP, the Audit Committee will
reconsider the appointment.

Representatives of PricewaterhouseCoopers LLPheiffresent at the Annual Meeting and will have gpootunity to make a statement
if they desire to do so. They also will be avaiéatil respond to appropriate questions from stocldrs|

The Audit Committee of the Board of Directors and he Board unanimously recommend that the stockholdervote “FOR” the
proposal to ratify the appointment of PricewaterhowseCoopers LLP as our independent registered publ@ccounting firm.

PRINCIPAL ACCOUNTANT FEES AND SERVICES

Audit and Non-Audit Fees

Aggregate fees and expenses for professional ssrvémdered for us by PricewaterhouseCoopers Lld? @sfor the fiscal years ended
December 31, 2012 and 2011 are set forth below aflgeegate fees and expenses included in the Aamdigory are fees and expenses billed
for the fiscal years for the integrated audit of annual financial statements and review of owgrint financial statements and statutory and
regulatory filings. The aggregate fees and expeinebsded in each of the other categories are d@esexpenses billed in the fiscal years.

Fiscal Year 201. Fiscal Year 201:
Audit Fees $ 1,152,70: $ 896,92
Audit-Related Fee 62,78: 43,30(
Tax Fees 6,44¢ 20,07:
All Other Fees — —
Total $ 1,221,933 $ 960,29:

Audit Feedor the fiscal years ended December 31, 2012 atd 2@re for professional services rendered fointegrated audits of ot
annual consolidated financial statements and ofrdarnal control over financial reporting and dgedy review of the financial statements
included in our Quarterly Reports on Form 10-Q.

Audit-Related Feeas of the fiscal years ended December 31, 2012@hdl were for services associated with the audiuof401(k)
plan and various consultations related to accogntiatters.

Tax Feess of the fiscal years ended December 31, 2012@til were for services related to tax complianckmeparation of
international tax returns.

All Other FeesThere were no fees in this category for the figears ended December 31, 2012 and 2011.

We did not rely on the de minimus exception proditg Rule 2-01(c)(7)(i)(C) under Regulation S-X fbe authorization of any of the
services described above.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of the IndependerRegistered Public
Accounting Firm

The Audit Committee has adopted a pre-approvatpaliat provides guidelines for the audit, audi&ied, tax and other non-audit
services that may be provided to us by PricewatesdGoopers LLP. The policy: (1) identifies the guidprinciples that must be considered
by the Audit Committee in approving services touraghat PricewaterhouseCoopers LLP’s independisrma impaired; (2) describes the
audit, audit-related, tax and other services thet be provided and the non-audit services that maaype performed; and (3) sets forth pre-
approval requirements for all permitted services.
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Under the policy, a schedule is presented anntmliye Audit Committee outlining the types of auditated, tax and other services
(other than audit services) that are likely to befgrmed during the year. The Audit Committee, daggon the guidelines in the policy,
selects the services from that schedule that wiljénerally pre-approved services and attachdgsthes an appendix to the policy. The Audit
Committee then sets an annual aggregate fee lioritédr all of these generally pre-approved semwideor fiscal year 2012, that limit was set
at $60,000. Any fees for the generally pre-appraeadices that exceed this aggregate fee limit inesipecifically prexpproved. In additior
any services not on the list of general pre-appmt@arvices must be specifically pre-approved.

Each member of the Audit Committee has been deddghae authority to provide any necessary spegiieapproval, in the event that
the full Audit Committee is not available. Any meentof the Audit Committee who provides specific-amproval must report such approval
to the Audit Committee at its next meeting. To eastompliance with the policy, a detailed repotiiaing all fees incurred year-to-date for
services provided by PricewaterhouseCoopers LigPdsented to the Audit Committee on a quarterlysbas

STOCKHOLDERS’ PROPOSALS FOR 2014 ANNUAL MEETING

Proposals of stockholders, including nominationstie Board of Directors, intended to be preseatetie 2014 Annual Meeting of
Stockholders should be submitted by certified nratiirn receipt requested, and must be receivagsiat our executive offices in Huntsville,
Alabama, on or before November 29, 2013 to bel@igior inclusion in our proxy statement and forfrpmoxy relating to that meeting and to
be introduced for action at the meeting. Any stadétbr proposal must be in writing, must comply wRhle 14a-8 under the Exchange Act
and must set forth (1) a description of the busirtessired to be brought before the meeting andeisons for conducting the business at the
meeting, (2) the name and address, as they appearrdooks, of the stockholder submitting the ps#s, (3) the class and number of shares
that are beneficially owned by such stockholderti¢ dates on which the stockholder acquired llaees, (5) documentary support for any
claim of beneficial ownership as required by Rula-B, (6) any material interest of the stockholdehe proposal, (7) a statement in support
of the proposal and (8) any other information reegliby the rules and regulations of the SEC. Stolcldr nominations must comply with the
procedures set forth above under “Nomination o&Etors.”

OTHER MATTERS THAT MAY COME BEFORE THE ANNUAL MEETI NG

Our Board of Directors knows of no matters othantthose referred to in the accompanying Notic&rofual Meeting of Stockholders
that may properly come before the Annual Meetingwklver, if any other matter should be properly enésd for consideration and voting at
the Annual Meeting or any adjournments of the Ahmieeting, the persons named as proxies on thesedlform of proxy card intend to
vote the shares represented by all valid proxiegaordance with their judgment of what is in tlesttinterest of ADTRAN.

By Order of the Board of Directors.

[ O

Thomas R. Stanton
Chairman of the Board

Huntsville, Alabama
April 1, 2013

Our 2012 Annual Report, which includes auditedririal statements, has been mailed to our stockreldith these proxy materials.
The Annual Report does not form any part of theemialt for the solicitation of proxies.
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