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SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549
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TENDER OFFER STATEMENT UNDER SECTION 14(d)(1) OR 13(e)(1)
OF THE SECURITIESEXCHANGE ACT OF 1934

ADTRAN, INC.

(Name of Subject Company (Issuer) and Filing Pe(§xfferor))

Certain Options Under the ADTRAN, Inc. Amended &webtated 1996 Employees Incentive Stock Option, RleAmended, the ADTRAN,
Inc. Amended and Restated 1995 Directors Stocko@tlan, as Amended, and the ADTRAN, Inc. 1986 Eygx Incentive Stock Option
Plan, as Amended, to Purchase Common Stock, Pae\#.01 Per Share, That Have an Exercise Prigd@00 Per Share or Greater

(Title of Class of Securities)

00738A 106
(CUSIP Number of Class of Securities)

(Underlying Common Stock)

Mark C. Smith Chairman of the Board and Chief ExeeuOfficer
ADTRAN, Inc.

901 Explorer Boulevard
Huntsville, Alabama 35806-2807
(256) 963-8000

(Name, Address and Telephone Number of Personsofiméid to Receive Notices and Communications oreBeli Person(s) Filing
Statement)

The Commission is requested to mail copies ofr@érs, notices and communications to:

James L. North, Esq. Th omas Wardell, Esg.
James L. North & Associates Long Aldridge & Norman LLP
700 Title Building 303 Peac htree Street, Suite 5300
300 21/st/ Street North Atl anta, Georgia 30308
Birmingham, Alabama 35203-3322 (404) 527-4000

(205) 251-0252







CALCULATION OF FILING FEE

Transaction Valuation* Amount of Filing Fee

$54,822,416 $10,965

*Calculated solely for purposes of determining fiieg fee. This amount assumes that options tepase 1,490,400 shares of common stock
of ADTRAN, Inc. having an aggregate value of $52,826 as of January 23, 2002 will be exchangeduamtsto this offer. The aggregate
value of such options was calculated based on khekEScholes option pricing model. The amount effiing fee, calculated in accordance
with Rule 0-11 of the Securities Exchange Act 084.%as amended, equals 1/50th of one percent ofde of the transaction.

[ ] Check box if any part of the fee is offset asyided by Rule 0-11(a)(2) and identify the filimgth which the offsetting fee was previously
paid. Identify the previous filing by registratistatement number, or the Form or Schedule andateed its filing.

Amount Previously Paid: Not applicable.
Form or Registration No.: Not applicable.
Filing party: Not applicable.

Date filed: Not applicable.

[_] Check the box if the filing relates solely teepiminary communications made before the commemedrof a tender offer.
Check the appropriate boxes below to designatdrangactions to which the statement relates:

[_] third party tender offer subject to Rule 14d-1.
[X] issuer tender offer subject to Rule 13e-4.

[_] going-private transaction subject to Rule 13e-3
[ ] amendment to Schedule 13D under Rule 13d-2.

Check the following box if the filing is a final @andment reporting the results of the tender offér.
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ITEM 1. Summary Term Sheet.

The information set forth under "Summary Term Shieethe Offer to Exchange dated January 28, 2602 '(Offer to Exchange"), attached
hereto as Exhibit (a)(1)(A), is incorporated hertayrreference.

ITEM 2. Subject Company Information.

(a) Name and Address. The name of the issuer isB¥N, Inc., a Delaware corporation ("ADTRAN" or th€ompany"). The Company's
principal executives offices are located at 901l&gy Boulevard, Huntsville, Alabama 35806-2807] &s telephone number is (256) 963-
8000. The information set forth in the Offer to Baage under "Information Concerning ADTRAN" is ingorated herein by reference.

(b) Securities. This Schedule TO relates to anr diffethe Company to exchange all options outstapdimder the ADTRAN, Inc. Amended
and Restated 1996 Employees Incentive Stock Optian, as amended, the ADTRAN, Inc. Amended andaRe$t1 995 Directors Stock
Option Plan, as amended, and the ADTRAN, Inc. 1B8jloyee Incentive Stock Option Plan, as amendeite(tively, the "Stock Incentive
Plans"), to purchase shares of the Company's constock, par value $.01 per share (the "Common Sfpkkving an exercise price of at
least $40.00 and granted prior to September 30,200 which are held by option holders who haveeceived options after July 23, 2001
(the "Eligible Options") for new options (the "Neé®ptions") to purchase shares of the Common Stoble tgranted under the Stock Incentive
Plans, upon the terms and subject to the conditlessribed in the Offer to Exchange and the rel&tedtion Form Concerning Exchange of
Stock Options (the "Election Form"). The Electianrim and the Offer to Exchange, as they may be aetefrdm time to time, are together
referred to as the "Offer."” For each Eligible Opttendered and accepted for exchange, the tendeptinen holder will receive a New Option
exercisable for a number of shares of Common Stqgclal to three shares for every four shares thet suhject to the tendered Eligible
Option, plus the number of remaining shares, if, amyhe extent that the number of shares subjettiet tendered Eligible Option is not
divisible by four, in each case as adjusted for stogk splits, reverse stock splits, stock divideadd similar events. The information set fc
in the Offer to Exchange under "Summary Term Shékitroduction,” Section 1 ("Number of Options; firation Date"), Section 5
("Acceptance of Options for Exchange and Issuand¢esy Options") and Section 8 ("Source and Amourntonsideration; Terms of New
Options") is incorporated herein by reference.

(c) Trading Market and Price. The information seth in the Offer to Exchange under Section 7 ¢€Range of Common Stock Underlying
the Options") is incorporated herein by reference.

ITEM 3. Identity and Background of Filing Person.

(a) Name and Address. ADTRAN is the filing persdhe information set forth under Item 2(a) abovingorporated herein by reference. The
information set forth in Schedule A to the Offerbchange is incorporated herein by reference.

ITEM 4. Termsof the Transaction.

(a) Material Terms. The information set forth ie Bffer to Exchange on the introductory pages artbu"Summary Term Sheet,"
“Introduction,"

Section 1 ("Number of Options; Expiration Date"§c8on 3 ("Procedures for Tendering Options"), Bect ("Withdrawal Rights"), Sectior
("Acceptance of Options for Exchange and Issuafidéeav Options"), Section 6 ("Conditions
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of the Offer"), Section 8 ("Source and Amount ofifSidleration; Terms of New Options"), Section 11gt8s of Options Acquired by Us in
the Offer; Accounting Consequences of the Offé88c¢tion 12 ("Legal Matters; Regulatory Approval$Sgction 13 ("Material U.S. Federal
Income Tax Consequences"), and

Section 14 ("Extension of Offer; Termination; Amemeht") is incorporated herein by reference.

(b) Purchases. The information set forth in thee©f® Exchange under Section 2 ("Purpose of therQfaind Section 10 ("Interests of
Directors and Officers; Transactions and Arrangem&oncerning the Options") is incorporated hebgimeference.

ITEM 5. Past Contacts, Transactions, Negotiationsand Agreements.

(a) Agreements Involving the Subject Company's 8ees. The information set forth in the Offer tadhange under Section 2 ("Purpose of
the Offer") and Section 10 ("Interests of Directar&l Officers; Transactions and Arrangements Cariregithe Options") is incorporated
herein by reference.

ITEM 6. Purposes of the Transaction and Plans or Proposals.

(a) Purposes. The information set forth in the OffeExchange under
Section 2 ("Purpose of the Offer") is incorporabedein by reference.

(b) Use of Securities Acquired. The information feeth in the Offer to Exchange under Section 5a¢@ptance of Options for Exchange and
Issuance of New Options") and Section 11 ("Stafu8mions Acquired by Us in the Offer; Accountingiisequences of the Offer") is
incorporated herein by reference.

(c) Plans. The information set forth in the OffeBxchange under
Section 2 ("Purpose of the Offer") is incorporatedein by reference.

ITEM 7. Source and Amount of Funds or Other Consider ation.

(a) Source of Funds. The information set forthhie ©ffer to Exchange under Section 8 ("Source amdunt of Consideration; Terms of Nt
Options") and Section 15 ("Fees and Expensesticiarporated herein by reference.

(b) Conditions. The information set forth in thef€@fto Exchange under Section 6 ("Conditions of@iter") is incorporated herein by
reference.

(d) Borrowed Funds. Not applicable.
ITEM 8. Interestsin Securities of the Subject Company.

(a) Securities Ownership. The information set fantthe Offer to Exchange under Section 10 ("Ire&s@f Directors and Officers;
Transactions and Arrangements Concerning the Ogfias incorporated herein by reference.

(b) Securities Transactions. The information sehfin the Offer to Exchange under Section 10 @iests of Directors and Officers;
Transactions and Arrangements Concerning the Ogfias incorporated herein by reference.
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ITEM 9. Persons/Assets, Retained, Employed, Compensated or Used.
(a) Solicitations or Recommendations. Not applieabl
ITEM 10. Financial Statements.

(a) Financial Information. The information set forh the Offer to Exchange under Section 9 ("Infation Concerning ADTRAN") and
Section 16 ("Additional Information"); pages 21dhgh 34 of the Company's Annual Report on Form Hfo+khe fiscal year ended
December 31, 2000; and pages 3 through 10 of tmep@noy's Quarterly Report on Form 10-Q for its fispzarter ended September 30, 2001
is incorporated herein by reference.

(b) Pro Forma Information. Not applicable.
ITEM 11. Additional I nformation.

(a) Agreements, Regulatory Requirements and Legaldedings. The information set forth in the OffeExchange under Section 10
("Interests of Directors and Officers; Transactiansl Arrangements Concerning the Options") andi@ed®? ("Legal Matters; Regulatory
Approvals") is incorporated herein by reference.

(b) Other Material Information. Not applicable.

ITEM 12. Exhibits.

(a)(1)(A) Offer to Exchange, dated January 28, 2002

(a)(1)(B) Form of Election Form Concerning Exchan§&tock Options

(a)(1)(C) Form of Letter to Eligible Option Holders

(a)(1)(D) Email Communication to Eligible Option lders dated January 28, 2002

(8)(1)(E) Press Release dated January 28, 2002ufciv the Offer

(a)(1)(F) Form of Email Confirmation of ReceiptBlection Form

(a)(1)(G) Form of Notice of Withdrawal

(b) Not applicable

(d)(1) ADTRAN, Inc. Amended and Restated 1996 Emgés Incentive Stock Option Plan, as amended
(d)(2) ADTRAN, Inc. Amended and Restated 1995 Owex Stock Option Plan, as amended
(d)(3) ADTRAN, Inc. 1986 Employee Incentive Stockt®dn Plan, as amended

(9) Not applicable

(h) Not applicable



ITEM 13. Information Required by Schedule 13E-3.

Not applicable



SIGNATURES

After due inquiry and to the best of my knowledge helief, | certify that the information set foiiththis statement is true, complete and
correct.

Dated: January 28, 2002 ADTRAN, I nc.

By: /s/ Mark C. Smith
Mark C. Smith
Chai rman of the Board and
Chi ef Executive O ficer



EXHIBIT INDEX
ITEM 14. Exhibits.
(a)(1)(A) Offer to Exchange, dated January 28, 2002
(a)(1)(B) Form of Election Form Concerning Exchangé&tock Options.
(a)(1)(C) Form of Letter to Eligible Option Holders
(2)(1)(D) Email Communication to Eligible Option lders dated January 28, 2002
(a)(1)(E) Press Release dated January 28, 2002ufwcing the Offer
(a)(1)(F) Form of Email Confirmation of ReceiptBlection Form
(a)(1)(G) Form of Notice of Withdrawal
(d)(1) ADTRAN, Inc. Amended and Restated 1996 Emeés Incentive Stock Option Plan, as amended
(d)(2) ADTRAN, Inc. Amended and Restated 1995 Dwex Stock Option Plan, as amended
(d)(3) ADTRAN, Inc. 1986 Employee Incentive Stockt®n Plan, as amended
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EXHIBIT (a)(1)(A)
OFFER OF EXCHANGE, DATED JANUARY 28, 2002
ADTRAN, INC.

OFFER TO EXCHANGE ALL OUTSTANDING OPTIONSTO PURCHASE
COMMON STOCK THAT HAVE AN EXERCISE PRICE OF AT LEAST $40.00 PER SHARE
AND WERE GRANTED PRIOR TO SEPTEMBER 30, 2000 AND WHICH
ARE HELD BY OPTION HOLDERSWHO HAVE NOT
RECEIVED OPTIONSAFTER JULY 23, 2001 FOR NEW OPTIONS

THE OFFER AND WITHDRAWAL RIGHTSEXPIRE
AT 9:00 P.M., CENTRAL STANDARD TIME,
ON FEBRUARY 26, 2002
UNLESSTHE OFFER ISEXTENDED.

ADTRAN, Inc. is offering to exchange all outstanglioptions to purchase shares of our common stakted under the ADTRAN, Inc.
Amended and Restated 1996 Employees Incentive &ptikn Plan, as amended, the ADTRAN, Inc. Amenaled Restated 1995 Directors
Stock Option Plan, as amended, and the ADTRAN, 1886 Employee Incentive Stock Option Plan, as aleércollectively, the "stock
incentive plans"), that have an exercise pricet &éast $40.00 per share (the "eligible optionsit] eere granted prior to September 30, 2000
and are held by option holders who have not rededgions after July 23, 2001 for new options wh griant under the stock incentive plans.
We are making the offer upon the terms and sulbgettte conditions set forth in this offer to excharand in the related Election Form
Concerning Exchange of Stock Options (the "eleckizm") (which together, as they may be amendenhftine to time, constitute the
"offer"). For each eligible option that you tenderd that we accept for exchange, you will receinew option exercisable for a number of
shares of common stock equal to three shares &y dour shares that were subject to the tendepédrg plus the number of remaining
shares, if any, if the number of shares subjetiiédendered option is not divisible by four, itle@ase as adjusted for any stock splits,
reverse stock splits, stock dividends and simi@nés. For the purposes of this offer, "option" mea particular option grant, represented by
an option agreement, to purchase a certain nunftsraoes of our common stock. To the extent thathewe partially exercised an option
prior to the expiration of the offer, "option" shalso mean the remaining unexercised portion aff tiption grant. You may only tender
eligible options for all or none of the shares aftnon stock subject to each of your eligible optiohll tendered eligible options that we
accept pursuant to the offer will be canceled.

The offer is not conditioned upon a minimum numdieeligible options being tendered. The offer ibjsat to conditions that we describe in
Section 6 of this offer to exchange.

If you tender eligible options for exchange as deed in the offer, and we accept your tendereibapt then, subject to the terms of the o
we will grant you new options under the stock irteenplans, depending on which plan the eligibl&ays tendered were granted under and
subject to applicable laws and regulations. We &ldb enter into a new option agreement with yowéur new options. The exercise price
per share of the new options will be equal to #s teported sale price of our common stock oNigmdaqg National Market on the day of the
grant of the new options. Each new option will lested in the same proportion as the tendered kigjition, as if the tendered eligible
option were still



held on the date of the grant of the new optiod, \&ill continue to vest on the same schedule artiérsame proportion as the tendered
option.

ALTHOUGH OUR BOARD OF DIRECTORS HAS APPROVED THE €ER, NEITHER WE NOR OUR BOARD OF DIRECTORS
MAKES ANY RECOMMENDATION AS TO WHETHER YOU SHOULD ENDER OR REFRAIN FROM TENDERING SOME OR ALL
OF YOUR ELIGIBLE OPTIONS FOR EXCHANGE. YOU MUST MAK YOUR OWN DECISION WHETHER OR NOT TO TENDER
YOUR ELIGIBLE OPTIONS.

Shares of our common stock are quoted on the Nasdtagnal Market under the symbol "ADTN." On Janua®, 2002, the last reported sale
price during regular trading hours of our commatkton the Nasdaq National Market was $26.93 parestWe will grant the new options
within the 30-day period beginning on the firstibess day which is at least six months and two @dtgs the date we cancel the eligible
options accepted for exchange. The exercise pdacsimre of the new options will be equal to tist $ale price of our common stock as
reported on the Nasdaq National Market on the dbggant.

The exercise price of your new options may be higindower than the current price of our commortki@nd it may be higher or lower than
the exercise price per share of your eligible opgidrhe market price of our common stock has babjest to high volatility. Our common
stock may trade at prices below the exercise éceshare of the new options. In that case, depgrat the exercise price of your tendered
options and other factors, the new options mayebs Valuable than the options you are tenderingX¥onange and cancellation. We
recommend that you obtain current market quotationsur common stock before deciding whether tmér your options. At the same time,
you should consider that the current market prfosuo common stock may provide little or no basisgredicting what the market price

our common stock will be on the grant date of thw options or at any time in the future. You shatddefully consider these uncertainties
before deciding whether to accept the offer.

THIS OFFER TO EXCHANGE HAS NOT BEEN APPROVED OR [ABPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NORA$ THE SECURITIES AND EXCHANGE COMMISSION OR
ANY STATE SECURITIES COMMISSION PASSED UPON THE ACORACY OR ADEQUACY OF THE INFORMATION
CONTAINED IN THIS OFFER TO EXCHANGE. ANY REPRESENTAON TO THE CONTRARY IS A CRIMINAL OFFENSE.

You should direct questions about the offer or sstisi for assistance or for additional copies o difier to exchange or the election form to
James Matthews, Senior Vice President/Finance &ief Einancial Officer, ADTRAN, Inc., 901 Explor&oulevard, Huntsville, Alabama
35806-2807.

IMPORTANT

If you wish to tender any of your eligible opticizs exchange, you must complete and sign the ele¢tirm in accordance with its
instructions, and mail or otherwise deliver it @y other required documents to us at ADTRAN, 1801 Explorer Boulevard, Huntsville,
Alabama 35806-2807, Attn:

James Matthews.

We are not making the offer to, nor will we accapy tender of options from or on behalf of, optiaiders in any jurisdiction in which the
offer or the acceptance of any tender of optionsld/aot be in compliance with the laws of suchgdittion. However, we may, at our
discretion, take any actions necessary for us teertize offer to option holders in any such juritidic.



The threshold exercise price we have set to determehich options you may tender in response toffeg does not, and is not meant to,
reflect our view of what the trading price of ownemon stock will be in the short, medium or longrte

WE HAVE NOT AUTHORIZED ANY PERSON TO MAKE ANY RECOMENDATION ON OUR BEHALF AS TO WHETHER YOU
SHOULD TENDER OR REFRAIN FROM TENDERING YOUR ELIGIE OPTIONS PURSUANT TO THE OFFER. YOU SHOULD
RELY ONLY ON THE INFORMATION CONTAINED IN THIS DOCWENT OR IN ANY DOCUMENT TO WHICH WE HAVE
REFERRED YOU. WE HAVE NOT AUTHORIZED ANYONE TO GIVEOU ANY INFORMATION OR TO MAKE ANY
REPRESENTATION IN CONNECTION WITH THE OFFER OTHERIAN THE INFORMATION AND REPRESENTATIONS
CONTAINED IN THIS DOCUMENT OR ANY DOCUMENT TO WHICHNE HAVE REFERRED YOU OR IN THE RELATED
ELECTION FORM. IF ANYONE MAKES ANY RECOMMENDATION ® REPRESENTATION TO YOU OR GIVES YOU ANY
INFORMATION, YOU MUST NOT RELY UPON THAT RECOMMENDAION, REPRESENTATION OR INFORMATION AS HAVIN(
BEEN AUTHORIZED BY US.
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SUMMARY TERM SHEET

The following are answers to some of the questibasyou may have about the offer. We urge yowta rcarefully the remainder of this o
to exchange and the accompanying election formusecthe information in this summary is not complated additional important
information is contained in the remainder of thifepto exchange and the election form. We havuged page references to the remaind:
this offer to exchange where you can find a moramete description of the topics in this summary.

What securities are we offering to exchange?

We are offering to exchange all stock options hgnan exercise price of at least $40.00 per shiaa¢ are outstanding under our Amended
Restated 1996 Employees Incentive Stock Option, Rislamended, our Amended and Restated 1995 Dsestock Option Plan, as
amended, and our 1986 Employee Incentive Stocko@Rtlan, as amended, or collectively, our stockitize plans, and were granted prior
to September 30, 2000 and which are held by optadders who have not received options after July22®1, for new options under our
stock incentive plans. We refer to these optiorthim offer to exchange as the "eligible optio't the purposes of this offer, "option" me
a particular option grant, represented by an omigreement, to purchase a certain number of sbams common stock. To the extent you
have partially exercised an option prior to theigatpn of the offer, "option" also means the uneiged portion of that option grant. (Page
11)

Why are we making the offer?

One of the keys to our continued growth and sucisets®e retention of our most valuable assetseoyloyees and directors. The offer
provides an opportunity for us to offer these empés and directors a valuable incentive to staly aitr company. Some of our outstanding
options, whether or not they are currently exelidissehave exercise prices that are significantijhbr than the current market price of our
common stock. We believe these options are unliteelye exercised in the foreseeable future. By ntaktiis offer to exchange outstanding
eligible options for new options that will have @xercise price equal to the fair market value afammmon stock on the grant date, we ini
to provide our employees and directors with theeffienf owning options that over time may have eager potential to increase in value,
create better performance incentives for emplogeesdirectors and thereby maximize stockholdere/glRage 12)

What are the conditions to the offer?

This offer is subject to a number of conditionsjahhwe describe in
Section 6. The offer is not conditioned upon a munin number of eligible options being tendered. é°RQ)

Who is eligible to participate in the offer?

The offer is available to option holders who hofifions that have an exercise price of at leastOfper share and were granted prior to
September 30, 2000 and who have not received apéfiar July 23, 2001. Our directors and execudffieers are eligible to participate in 1
offer if they hold eligible options. As of Janudy, 2002, options to purchase 1,490,400 sharesraf@mmon stock had been granted pric
September 30, 2000 under our stock incentive platisan exercise price of at least $40.00 per shatewere held by employees and
directors who had not received options after J3ly2001. (Pages 10, 11)
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If I choose to tender an option which is eligibde €xchange, do | have to tender for all of theehanderlying that option?

Yes. We are not accepting partial tenders of digiiptions. Accordingly, you may tender one or mafrgour eligible option grants, but you
may only tender for all of the shares subject i tigible option or none of those shares. If haue partially exercised an eligible option
prior to the expiration of the offer, you may ateader the remaining unexercised portion of thigil#e option, but if you do so, you must
tender the entire remaining unexercised portion.

For example, if you hold an option to purchase &l0@res of our common stock at an exercise pri@@®f00 per share and an option to
purchase 200 shares of our common stock at $5®08hare, you may (1) tender neither of thesebdéigiptions, (2) tender with respect to
500 shares under the first option grant, (3) temdtr respect to all 200 shares under the secotidrogrant or (4) tender with respect to 700
shares under both option grants. You may not tewitbrrespect to, for example, 300 shares (or ghgrgpartial amount) under the first
option grant. Similarly, if you hold an option tanghase 600 shares of our common stock at $50108hpee, and exercised the option as to
200 shares, you may tender with respect to allaf@Be remaining shares of common stock under i@ grant, or not tender the option at
all. You may not tender with respect to 100 shawegny other partial amount, under that optiomgréPages 11, 16)

If | received a grant of both an incentive stocki@pand a nomgualified stock option on the same grant dateéhas tonsidered a single opti
or two separate options?

Our general practice in making any option granttheen to award an incentive stock option for th&imam number of shares possible, and
then grant a non-qualified stock option exercisdbte¢he remaining number of shares underlyingaberall grant. Consequently, you may
have received a grant of both an incentive stotlon@nd a non-qualified stock option on the saiate deach of which is represented by a
separate option agreement. For the purposes offfifie these grants are considered to be two sepaptions. If these two options are elig
options, then you may tender the incentive stodloapthe nonqualified stock option, or both of them. In eackesayou must tender for all
the shares subject to the eligible option. (Page 11

What happens if after | tender my options and, tgefoe offer expires, | leave ADTRAN or | am teratied as an employee or director?

If your employment or service as a director withtersninates for any reason prior to the expiratibthe offer, your tendered options will
automatically be withdrawn, and you may exerciss¢hoptions in accordance with their terms to ttera they are vested. If your tendered
options are automatically withdrawn, you will neteive any new options in exchange for the withdraptions. (Pages 11, 16)

Must | remain an employee or director of ADTRANeafthe expiration of the offer to get new options?

Yes. In general, to receive a grant of new optiomder the offer and under the terms of our stockrtive plans, you must be an employee or
director of ADTRAN on the date we grant the newiaps. As discussed below, subject to the termkisfdffer, we will grant the new optio
during the 30-day period beginning on the firstibess day which is at least six months and two @dtgs the date we cancel the eligible
options that we accept for exchange. If we do wtered the offer, we expect to cancel the tendeptitios on February 26, 2002.
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If your employment or service terminates afterdaé of grant of the new options, you will onlyddge to exercise the new options to the
extent they are vested at the time of your ternonaiand you will only have the limited time perisgecified in the option agreement
following your termination in which to exercise thested portion of your new options. Once your &ad options have been accepted and
canceled, you will have no rights with respectiose options, and they will not be reissued ornetdi to you for any reason.

Your eligible options may currently be fully or fially vested. If you do not accept the offer, whemr employment or service as a director
with us ends, you generally will be able to exexgisur eligible options during the limited perigaesified in your option documents, to the
extent those options are vested on the day youtoyrment or service ends.

But if you accept the offer, your tendered optiwrils be canceled, and if, for any reason, you dbremain an employee or director of
ADTRAN through the date we grant the new optiorms) will not receive any new options or other coesidion in exchange for your
tendered options that we have accepted for exchdinge rule applies regardless of the reason ympleyment or service as a director is
terminated and whether termination is the resultadfintary resignation, involuntary terminationatte or disability.

If you are an employee, the offer does not chahgéat-will* nature of your employment with ADTRANNd your employment may be
terminated by us or by you at any time, includimigpto the grant date or vesting of the new ogidor any reason, with or without cause.
(Pages 11, 16)

What happens if | am on an authorized leave ofrateseesither prior to the expiration of the offerabthe time the new options are granted?

As long as you retain your status as an employeirector of ADTRAN, you are eligible to particigain the offer. Consequently, even if y
are on authorized leave of absence, including aizénb disability leave, as long as you are stihgidered an employee or director of
ADTRAN both at the time you tender your options adhe date of the grant of the new options, ydube eligible to tender your eligible
options and, if your eligible options are propadpndered and accepted for exchange, to receiveopgans. (Page 11)

May | tender either vested or unvested options?

Yes. You may tender any or all of your eligibleiops, whether or not they are vested, subjectéadlquirement described above that you
must tender all or none of any eligible option ¢grédRage 11)

May | tender options that | have already exercised?

If you have exercised an eligible option in itsiety, that option is no longer outstanding antherefore not subject to the offer. If you have
exercised an eligible option in part, the remainingxercised portion of that option is outstanding may be tendered for exchange pursuant
to the offer. Options for which you have propetlypmitted an exercise notice prior to the date fifer @xpires will be considered exercisec
that extent, whether or not you have received comaiion of exercise for the shares purchased ugercise. (Page 11)
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What happens to eligible options that | choosetmdender or that are not accepted for exchange?

Nothing. Eligible options that you choose not toder for exchange or that we do not accept for @&xgh remain outstanding and retain tl
current exercise price and current vesting sche@ulbject to our rights to extend, terminate or radréhe offer, we intend to accept all
properly and timely tendered eligible options the not validly withdrawn promptly after the expioa of the offer. (Page 11)

How many new options will | receive in exchange iy tendered options?

Provided you meet the eligibility requirements antject to the terms of this offer, we will grawoiuya new option exercisable for a numbe
shares of our common stock equal to three sharexvéry four shares of common stock subject tcetlggble option you tender, plus the
number of remaining shares, if any, if the numideshmres subject to the tendered eligible optiamoisdivisible by four, in each case as
adjusted for any stock splits, reverse stock smitsck dividends and similar events. For exartple following table shows what you would
receive if you tendered an eligible option exefgisdor the number of shares of common stock inditén the left-hand column below:

Number of Shares Subjectto Number of Shares Subject to
Tendered Eligible Option New Optio n --------
461 e T
462 - T
463 % T
464 w2 T

Eligible options granted under our Amended and &edt1996 Employees Incentive Stock Option Planl®8b Employee Incentive Stock
Option Plan and exchanged for new options willdy@aced with options granted under the 1996 plaless prevented by law or applicable
regulations. Eligible options granted under our Aned and Restated 1995 Directors Stock Option &tarexchanged for new options will
be replaced with options granted under the 1995, plaless prevented by law or applicable regulatiédl new options will be subject to a
new option agreement between you and us, whichb&ilh substantially the same form as the optiogr@gent or agreements for your cur
eligible options except for the exercise priceegslained more fully below. You must execute they mption agreement prior to receiving
your new options. (Pages 11, :

When will | receive my new options?

We will not grant the new options until sometimeidg the 30-day period from and after the firstibass day that is at least six months and
two days after the date we cancel the eligibleamystithat we accept for exchange. Our board of @irgevill select the actual grant date for
new options. If we cancel tendered options on Fayr@6, 2002, which is the scheduled expiratior ddithe offer, the new options will not
be granted until sometime during the 30-day pefiioth and after August 28, 2002. (Page 11)

Why won't | receive my new options immediately aftee expiration date of the offer?

If we were to grant the new options on any dateciviig earlier than six months and one day afted#ie we cancel the eligible options
accepted for exchange, we may be required for filmhneporting purposes to record a compensatipe®se against our earnings. By
deferring the grant of the new



options for at least six months and two days, wiebe we will not have to record a compensationezge. (Page 33)
If | tender options in the offer, will | be eligiblto receive other option grants before | receiyenew options?

No. If we accept eligible options you tender in tifer, we will defer until at least the grant débe your new options any grant to you
other options. (Pages 16, 33)

Will | be required to give up all my rights to thanceled options?

Yes. Once we have accepted eligible options texdaye/ou, your eligible options will be canceledlarou will no longer have any rights
under those options. (Pages 16, 33)

What will the exercise price of the new options be?

The exercise price of the new options will be edaahe last reported sale price during regulatitrgt hours of our common stock on the
Nasdaq National Market on the day we grant the ogtions. Accordingly, we cannot predict the exer@sice of the new options. Tl
exercise price of any option you tender is at 1846t00 per share. This exercise price is signifigehigher than the current market price of
our common stock, which was $26.93 per share onaigr22, 2002. However, because we will not grawt nptions until at least six months
and two days after the date we cancel the eligipteons accepted for exchange, the new optionshaag a higher exercise price than some
or all of your eligible options. We recommend tjiati obtain current market quotations for our comrsitmtk before deciding whether or not
to tender your eligible options. At the same tigmy should consider that the current market prfoauo common stock may provide little or
no basis for predicting what the market price af @mmon stock will be on the grant date of the optons or at any time in the future.
(Pages 11, 18)

When will the new options vest?

The new options will vest in exactly the same mamsethe options you tender for exchange. To tihenéxhe eligible options you tender for
exchange would have been vested on the date df giréime new options, your new options will alsouasted in the same proportion. To the
extent the eligible options you tender would hagerbunvested on the date of grant of the new aptisur new options will also be unves
and will vest according to the same schedule artldersame proportion as the options you tenderedr Mew options will also expire on the
same date as your tendered eligible options woane lexpired. However, because the new optionswilbe granted until at least six months
and two days after we cancel the tendered optimswill not be able to purchase our common stqméruexercise of any of the new options
until at least six months and two days, plus amyaieing vesting period, after the cancellation dé@ages 11, 21, 24)

What if we enter into a merger or other similangaction?

It is possible that, prior to the grant of new op8, we might effect or enter into an agreement sisca merger or other similar transaction.
These types of transactions could have substaftedts on our stock price, including potentiallipstantial appreciation in the price of our
common stock. Depending on the structure of suchressaction, tendering option holders might be idegrof any further price appreciation
in the common stock associated with the new optiBosexample, if our stock was acquired in a cashger, the fair market value of our
stock, and hence the price at which we grant teeomions, would likely be a price at or near thskc price being paid for the common stock
in the transaction, yielding limited or no finarldienefit to a recipient of the new options forttha
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transaction. In addition, in the event of an acitjois of our company for stock, tendering optioriders might receive options to purchase
shares of a different issuer. We are also resemhiagight, in the event of a merger or similansaction, to take any actions we deem
necessary or appropriate to complete a transatttatrour board of directors believes is in the lstrest of our company and our
shareholders. (Page 13)

Are there other circumstances where | would nagiaated new options?

Yes. Even if we accept your tendered options, wknet issue new options to you if we are prohibitey applicable law or regulations from
doing so. We are currently unaware of any suchipitidn. We will use reasonable efforts to avoialsyrohibition, but if such a prohibition
is applicable throughout the 30-day period from afidr the first business day that is at leastreixaths and two days after we cancel the
eligible options accepted for exchange, you will b@ granted a new option. (Page 34)

Will I have to pay taxes if | exchange my eligilolgtions in the offer?

If you exchange your current eligible options femnoptions, you will not be required under currgr. law to recognize income for U.S.
federal income tax purposes at the time that ynddeyour options and we accept them for exchanggebelieve that the exchange will be
treated as a non-taxable exchange. Further, gfréime date of the new options, you will not be iieegiunder current U.S. law to recognize
income for U.S. federal income tax purposes. Wemgnend that you consult with your own tax advisodétermine the tax consequences of
tendering options pursuant to the offer. (Page 34)

Will my new options be incentive stock options onrgualified stock options?

Your new options will be granted as incentive stopkions to the maximum extent they qualify as mie stock options under the U.S. tax
laws on the date of the grant of the new optiows.dptions to qualify as incentive stock optiongl@inthe current U.S. tax laws, the value of
shares subject to options that first become exadntasby the option holder in any calendar year oasrceed $100,000, as determined by
multiplying the number of shares by the option eisar price. The excess value is deemed to be aualified stock option, which is an
option that is not qualified to be an incentivecktoption under the current U.S. tax laws. Curké:i8. tax laws generally provide that when
you exercise an incentive stock option, you doraalize any taxable income at the time of exerofg¢be option. When you sell the share:
common stock received on exercise, your incomaxed at capital gains rates if the sale occurs Hfteexpiration of the requisite holding
periods. When you exercise a non-qualified stodloapcurrent U.S. tax laws generally provide thithe time of the exercise of the option
you must pay a tax at ordinary income rates ortiffierence between the exercise price and the nhariee at the time of exercise. When
sell the shares of common stock received on exeraisy additional gain is generally treated aspitalagain.

Even though you may not have exceeded this $100i®&0n the years your eligible options were giegh you may exceed the limit upon
grant of the new options. This result may be caumsegbur tender of several eligible option graritinoentive stock options, which were
originally granted in separate years, but whichehanged for new options all granted in the sgeae. The limit may also be exceeded if
the exercise price of the new options exceedsatthie eligible options tendered or if the vestaidhe new options overlaps with other gre
of incentive stock options. To the extent the eiserprice of the new options is less than the ésenrice of the tendered eligible options,
are less likely to exceed the $100,000 limit. Iditidn, the fact that your new options will be esisable for fewer shares of common stock
than your tendered eligible options will also hgt to avoid exceeding
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the limit. To the extent you do exceed the limitificentive stock options, a portion of your newioips will have to be granted as non-
qualified stock options.

In addition, any new option you receive that isngea as an incentive stock option will be subjeatestrictions on incentive stock options
under the Internal Revenue Code as a newly grangan. Most notably, this means that any holdiegqds applicable to incentive stock
options will begin anew when the new option is gednregardless of how long you held the tendepgidio prior to cancellation. (Page 34)

If I tender more than one eligible option and myraptions exceed the limit for incentive stock ops, which of my new options will be
incentive stock options?

If you tender more than one eligible option andrymew options exceed the limit for incentive stagiions, we will issue new incentive st
options to replace your tendered eligible optiopstarting with the tendered options with the eatligrant dates, until we reach the available
limit for incentive stock options. We will start thithe earliest granted tendered options regardiiesfiether they were granted as incentive
stock options or non-qualified stock options. Temainder of your new options will be granted as-goalified stock options. (Page 36)

When does the offer expire? Can the offer be exddnand if so, how will | be notified if it is exided?

The offer expires on February 26, 2002, at 9:00 pGuntral Standard Time, unless we extend it. Velg,im our discretion, extend the offe
any time, but we cannot assure you that we wikkedtthe offer or, if we do extend, for how longvitl be extended. If we extend the offer,
will make a public announcement of the extensiomater than 6:00 a.m., Central Standard Time, eméxt business day following the
previously scheduled expiration of the offer perifRRages 11, 37)

How and when do | tender my eligible options?

If you decide to tender your eligible options, youst deliver, before 9:00 p.m., Central Standardelion February 26, 2002, a properly
completed and duly executed election form and dhgralocuments required by the election form to ARAN, Inc., 901 Explorer Boulevar
Huntsville, Alabama 35806-2807, Attn: James MattheWou will be required on the election form toitate the particular options you are
tendering. Please read the instructions and cdydiilibut the election form. We will not acceptgorrectly completed forms. If we extend the
offer, you must deliver all required documents befihe extended expiration of the offer. We wilt aocept delivery of any election form
after the expiration of the offer. If we do noteae a properly completed and duly executed eledtom from you prior to the expiration of
the offer, we will not accept any of your optioils éxchange and cancellation, and you will not kzated any new options.

This is a one-time offer, and we will strictly enfe the tender offer period. We reserve the righieject any or all tenders of options that we
determine are not in appropriate form or that wieiheine are unlawful to accept. Otherwise, we idtenaccept all properly and timely
tendered eligible options that are not validly witwn. Subject to our rights to extend, terminatg amend the offer, we intend to accept and
cancel all properly tendered options promptly affter expiration of the offer. (Page 14)
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How do you know that | received my offer to exchamemd other documents, and how do | know that yawe meceived my election form if |
decide to tender any eligible options?

The offer to exchange and related documents anglseint to eligible employees by email, with retrgeeipt requested. When you open the
email message containing these materials, a repsage is automatically sent to us stating the gingedate that you opened the email.

When we receive an election form from you, we wibmptly send you an email message confirming eceipt. (Page 14)
During what period of time may | withdraw previoyséndered options?

You may withdraw your tendered options at any theéore the offer expires at 9:00 p.m., Central &ad Time, on February 26, 2002. If we
extend the offer beyond that time, you may withdyeour tendered options at any time until the exéehelxpiration of the offer. In addition,
although we currently intend to accept validly teredl eligible options promptly after the expiratafrthis offer, if we have not accepted your
tendered options by March 25, 2002, you may wittwdyaur tendered options at any time after MarchZZ®2. To withdraw tendered
options, you must deliver to us at 901 Explorer Baard, Huntsville, Alabama 35806-2807 (Facsim(iB56) 963-8004), Attn: James
Matthews, a written notice of withdrawal, or a fatite of that notice, with all information requirdxy the notice, while you still have the ri¢
to withdraw the tendered options. You must withdedwoptions that you had previously tendered. Oyae have withdrawn your options,
you may r-tender eligible options only by again followingetbriginal delivery procedures described aboveornfof the notice of

withdrawal has been included in the materials agm@owging this offer to exchange. (Page 14)

If I send in my election form tendering eligibletimms and decide that | no longer want to tendemesof those eligible options, what do | do?

If you send in your election form tendering eligitdptions and decide before the expiration of ffer ¢hat you no longer want to tender sc
of those eligible options, you must deliver youtio® of withdrawal to us withdrawing all of youmtgered options and at the same time or
thereafter deliver a new election form tendering eligible options that you still wish to tendergach case following the delivery instructi
described above. You must deliver your notice ghdiawal and your new election form prior to 9:00

p.m., Central Standard Time, on February 26, 2fl@¢2expiration of the offer. If we extend the offgou must deliver the notice of
withdrawal and new election form prior to the exted expiration of the offer. Once the offer hasiedg you may no longer withdraw any
tendered options or submit a new election formgéPEb)

Am | required to do anything if | decide not to den any of my eligible options?
No. If you do not wish to tender any of your eligiloptions, you do not need to do anythi
What do we and the board of directors recommend?

Although our board of directors has approved tlieroheither we nor our board of directors makgsr@asommendation as to whether you
should tender or refrain from tendering your eligibptions. You must make your own decision whetrarot to tender eligible options.
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Whom can | talk to if | have questions about thiesf
For additional information or assistance regardigoffer, you should contact:

James Matthews
Senior Vice President/Finance and Chief Financfatér
ADTRAN, Inc.

901 Explorer Boulevard
Huntsville, Alabama 35806-2807

Telephone: (256) 963-8000 Facsimile: (256)963-80®4il: jim.matthews@adtran.com

WE HAVE NOT AUTHORIZED ANYONE TO GIVE YOU ANY INFORMATION OR TO MAKE ANY REPRESENTATION IN
CONNECTION WITH THE OFFER OTHER THAN THE INFORMATIR AND REPRESENTATIONS CONTAINED IN THIS
DOCUMENT OR IN THE RELATED ELECTION FORM. IF ANYONBMAKES ANY REPRESENTATION OR GIVES YOU ANY
INFORMATION DIFFERENT FROM THE REPRESENTATIONS ANINFORMATION CONTAINED HEREIN, YOU MUST NOT
RELY UPON THAT REPRESENTATION OR INFORMATION AS HAG BEEN AUTHORIZED BY US. WE HAVE NOT
AUTHORIZED ANY PERSON TO MAKE ANY RECOMMENDATION ONOUR BEHALF AS TO WHETHER YOU SHOULD TENDE
OR REFRAIN FROM TENDERING YOUR OPTIONS PURSUANT TIHE OFFER. IF ANYONE MAKES ANY RECOMMENDATION
TO YOU, YOU MUST NOT RELY UPON THAT RECOMMENDATIOMS HAVING BEEN AUTHORIZED BY US. YOU SHOULD
RELY ONLY ON THE REPRESENTATIONS AND INFORMATION CRTAINED IN THIS DOCUMENT OR ANY DOCUMENT TO
WHICH WE HAVE REFERRED YOU.



INTRODUCTION

ADTRAN, Inc. is offering to exchange all outstanglioptions to purchase shares of our common stakted under the ADTRAN, Inc.
Amended and Restated 1996 Employees Incentive &ptkn Plan, as amended, the ADTRAN, Inc. Amenaled Restated 1995 Directors
Stock Option Plan, as amended, and the ADTRAN, 1886 Employee Incentive Stock Option Plan, as a@enor collectively, our stock
incentive plans, that have an exercise price tdastt $40.00 per share and were granted priorpte8ter 30, 2000 (the "eligible options")
and are held by current employees or directors dwe not received options after July 23, 2001 néw options we will grant under our st
incentive plans. We are making the offer upon &mmns and subject to the conditions set forth is tiffer to exchange and in the related
election form (which together, as they may be aredrfdom time to time, constitute the "offer"). Feach eligible option that you tender and
we accept for exchange, you will receive a newasptixercisable for a number of shares of commarkstqual to three shares for every four
shares subject to the tendered eligible optiors e number of remaining shares, if any, if theber of shares subject to the tendered o

is not divisible by four, in each case as adjuste@ny stock splits, reverse stock splits, stoefdénds and similar events. We will not grant
the new options until the 30-day period beginningtee first business day that is at least six meatid two days after the date we cancel the
eligible options accepted for exchange. Our bo&xdirectors will select the actual grant date fog hew options.

We are not accepting partial tenders of eligiblgams. Accordingly, you may only tender eligibletioms for all or none of the shares of
common stock subject to each of your eligible aptioants. To the extent you have partially exertae eligible option grant prior to the
expiration of the offer, you may tender all or naiehe remaining unexercised shares subject toojiizon grant.

The offer is not conditioned upon a minimum numdsieeligible options being tendered. The offer ibjeat to conditions which we describe
in Section 6 of this offer to exchange. All eligtbptions accepted by us pursuant to the offerbeiltanceled.

If you tender eligible options granted under ourexded and Restated 1996 Employees Incentive StptikrOPlan or our 1986 Employee
Incentive Stock Option Plan for exchange, subjethé terms of this offer, you will be granted neptions under our 1996 plan, unless
prevented by law or applicable regulations. If yender eligible options granted under our AmendetiRestated 1995 Directors Stock
Option Plan, subject to the terms of this offerwitt grant you new options under the 1995 plangsslprevented by law or applicable
regulations. We will enter into a new option agreainwith you with respect to the new options. Tkereise price of the new options will be
equal to the last sale price during regular tradiagrs of our common stock on the Nasdaq Natiorekit on the day of the grant of the new
options. The new options will be vested to the samient and in the same proportion as the eligiplons tendered for exchange and, to the
extent any new options are not vested, they wil e the same manner and in the same proportitimeagndered eligible options. The new
options will expire on the same date as the tembeligible options would have expired.

As of January 25, 2002, options to purchase 5,@26shares of our common stock were issued andamalisig under our 1996 plan, options
to purchase 83,000 shares of our common stock isgwed and outstanding under our 1995 plan androptd purchase 31,020 shares of our
common stock were issued and outstanding undet@86 plan. Of these options, options to purcha4801400 shares of our common stock
had an exercise price of at least $40.00 per sratavere granted prior to September 30, 2000 ame hedd by employees or directors who
had not received options after July 23, 2001. Tteges of common stock issuable upon exercise gibtdi options we are offering to
exchange represent approximately 28.9% of the sbtales of common stock issuable upon exercisk gpttons outstanding under our stock
incentive plans as of January 25, 2002.
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THE OFFER
1. Number of Options; Expiration Date.

Upon the terms and subject to the conditions obfffer, we will exchange for new options to purahasmmon stock under our stock
incentive plans all eligible options outstandinglenthose stock incentive plans that are properigéred and not validly withdrawn in
accordance with Section 4 before the "expiraticie das defined below. Eligible options are allstahding options granted prior to
September 30, 2000 that have an exercise pricel@ést $40.00 per share and are held by curreplogmes or directors who have not
received options after July 23, 2001. We will notept partial tenders of your eligible options. fiéfere, you may tender eligible options for
all or none of the shares of common stock subgeeath of your eligible option agreements. If yawdipartially exercised an eligible option
prior to the expiration of the offer, you may tentteat option for all or none of the remaining uesised shares of common stock subject to
that option grant.

If you properly tender your eligible options and aecept them for exchange, we will cancel the tesieptions and, subject to the terms of
this offer, you will be entitled to receive onernore new options to purchase a number of sharesraAfommon stock that is equal to three
shares for every four shares subject to the etgipitions that you tendered, subject to adjustnfenny stock splits, reverse stock splits,
stock dividends and similar events. If the numifeshares subject to a tendered eligible optiorotsdivisible by four, your new option will
also be exercisable for the remaining one, twinmd shares, as applicable. For example, the foltptable shows what you would receive if
you tendered an eligible option exercisable forrthmber of shares of common stock indicated iddfi-hand column below:

Number of Shares Subject to  Number of Shares Subject to
Tendered Eligible Option New Opti 0n ------
461 e T
462 T
463 s T
464 e T

All new options will be subject to the terms of di®996 plan or our 1995 plan, depending on which e eligible options were granted
under, and subject to applicable laws and regudatiEach new option will also be subject to a netiom agreement between us and you.

The new options will be granted within the 30-dayipd beginning on the first business day that Isa@st six months and two days after the
date we cancel the eligible options accepted foharge. The new options will have an exercise mgel to the last reported sale price of
our common stock on the Nasdag National Marketerdiate of grant. Each new option will vest inshene manner and in the same
proportion as the eligible option tendered for exwle. Thus, the new option will be vested to timesaxtent and in the same proportion as
the tendered eligible option would have been vetftgolu still held that option on the date of grafithe new option. Any remaining unvested
portion of the new option will vest in accordancighwthe same schedule and in the proportion atetidered eligible option. The new option
will expire on the same date as the tendered &igiption would have expired.

If, for any reason, you do not remain an employediector of ADTRAN through the date we grant tiev options, you will not receive any
new options or other consideration in exchange
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for your tendered options that have been acceptegixthange. This means that if you quit, with @haut a good reason, or die, or your
employment or service as a director terminatestolaigsability, or we terminate your employment engce, with or without cause, prior to
the date we grant the new options, you will noeree anything for the options that you tenderedwadanceled.

The term "expiration date" means 9:00 p.m., Cer8tahdard Time, on February 26, 2002, unless atidwm in our discretion, have
extended the period of time during which the offdt remain open, in which event the term "expioatidate" refers to the latest time and date
at which the offer, as so extended, expires. Seéddel4 for a description of our rights to exteddlay, terminate and amend the offer.

If we decide to take any of the following actioms will publish notice or otherwise inform you irriting of the action:
(a) we increase or decrease the amount of consimeatfered for the eligible options;
(b) we decrease the number of options eligiblestéeimdered in the offer; or

(c) we increase the number of options eligibleaddndered in the offer by an amount that exce@esfzhe shares of common stock issu
upon exercise of the options that are subjectacffer immediately prior to the increase.

If the offer is scheduled to expire at any timdieathan the tenth business day from, and inclggdihe date that notice of such increase or
decrease is first published, sent or given in th@mer specified in Section 14, we will extend tffercso that the offer is open at least 10
business days following the publication, sendingisng of notice.

We will also notify you of any other material ch&ng the information contained in this offer to baage.

For purposes of the offer, a "business day" meagsiay other than a Saturday, Sunday or feder&dyphbnd consists of the time period fr
12:01

a.m. through 12:00 midnight, Eastern Time, andadihg day" means any business day on which a#dstprice of our common stock is
reported on the Nasdaq National Market.

2. Purpose of the Offer.
We issued the options outstanding under our stoadritive plans to:

. provide our employees and directors an oppostuniicquire or increase a proprietary interesisnthereby creating a stronger incentive to
expend maximum effort for our growth and succesd; a

. encourage our employees to continue their empdoywith us and our directors to continue theivieeron our board.

One of the keys to our continued growth and sucisetse retention of our most valuable assetsemyployees and directors. The offer
provides an opportunity for us to offer these empés and directors a valuable incentive to staly witr company. Some of our outstanding
options, whether or not they are currently exelidisehave exercise prices that are significantiyhbi than the current market
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price of our common stock. We believe these optaresunlikely to be exercised in the foreseeaktieréu

By making this offer to exchange outstanding eligidptions for new options that will have an exseqgorice equal to the market value of our
common stock on the grant date, we intend to pmwigt employees and directors with the benefitvafiag options that over time may have
a greater potential to increase in value, credtebperformance incentives for employees and thrs@and thereby maximize stockholder
value. Because we will not grant new options uattleast six months and two days after the dateameel the eligible options accepted for
exchange, the new options may have a differentcéseeprice (either higher or lower) than some bofithe eligible options.

From time to time, we grant options in the ordineoyrse of business and in accordance with thestefrour stock incentive plans to our
current and new employees, including our execuffieers, and to our directors. From time to timg& employees, including executive
officers, and our directors acquire or disposewfsecurities. Our directors and executive offiaeseligible to participate in the offer if they
hold eligible options. We also evaluate on an ahbasis the adequacy of the number of directorswrboard of directors. We are currently
in the process of reviewing our board compositiod may determine to increase the number of director

Subject to the foregoing, and except as otherwimaased in this offer to exchange or in our fikingith the Securities and Exchange
Commission, or SEC, we presently have no plansapgsals that relate to or would result in:

(a) any extraordinary corporate transaction, sisca merger, reorganization or liquidation, invotyimur company;
(b) any purchase, sale or transfer of a materiauarhof our assets;
(c) any material change in our present dividendcgpbr our indebtedness or capitalization;

(d) any change in our present board of directors@anagement, including a change in the numbermor & directors or to change any
executive officer's material terms of employment;

(e) any other material change in our corporatecsire or business;
(f) our common stock not being authorized for gtiotain an automated quotation system operatedrmstianal securities association;
(g) our common stock becoming eligible for termioatof registration pursuant to Section 12(g)(4jtaf Securities Exchange Act;

(h) the suspension of our obligation to file repgrtirsuant to
Section 15(d) of the Securities Exchange Act;

(i) the acquisition by any person of an amountwf®ecurities or the disposition of an amount of ahour securities; or
() any change in our certificate of incorporatimnbylaws, or any actions which may impede the &itipn of control of us by any person.
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NEITHER WE NOR OUR BOARD OF DIRECTORS MAKES ANY REBAMENDATION AS TO WHETHER YOU SHOULD TENDEF
OR REFRAIN FROM TENDERING YOUR ELIGIBLE OPTIONS, NOHAVE WE AUTHORIZED ANY PERSON TO MAKE ANY
SUCH RECOMMENDATION. YOU ARE URGED TO EVALUATE CARBEULLY ALL OF THE INFORMATION IN THIS OFFER TO
EXCHANGE AND TO CONSULT YOUR OWN INVESTMENT AND TAXADVISORS. YOU MUST MAKE YOUR OWN DECISION
WHETHER OR NOT TO TENDER YOUR ELIGIBLE OPTIONS FORXCHANGE.

3. Procedures for Tendering Options.

Proper Tender of Options. To validly tender yougible options pursuant to the offer, you mustaatordance with the terms of the election
form, properly complete, duly execute and delizens the election form, or a facsimile of the foatlong with any other required documents.
We will notify you by email of the receipt of yoatection form. We must receive all of the requideduments at ADTRAN, Inc., 901
Explorer Boulevard, Huntsville, Alabama 35806-288i#n: James Matthews, before the expiration date.will not accept delivery of the
election form or any other required documents bgikrthe offer expires on February 26, 2002 at $100., Central Standard Time, unless
we extend the offer. If we extend the offer beytimat time, we must receive these documents belfierextended expiration date. We will not
accept delivery of any election form after the exfpon of the offer.

The method of delivery of all documents, includaigction forms and any other required documentat y®ur election and risk. In all cases,
you should allow sufficient time to ensure timeblidery.

Determination of Validity; Rejection of Options; \War of Defects; No Obligation to Give Notice of feets. We will determine, in our
discretion, all questions as to the form of docuts@md the validity, form, eligibility, includingme of receipt, and acceptance of any tender
of options. Our determination of these matters ballfinal and binding on all parties. We reseneeright to reject any or all tenders of opti
that we determine are not in appropriate form at e determine are unlawful to accept. Otherwiseintend to accept properly and timely
tendered eligible options that are not validly witwn. We also reserve the right to waive any efdbnditions of the offer or any defect or
irregularity in any tender with respect to any artr options or any particular option holder. téader of options will be deemed to have
been properly made until all defects or irreguiasithave been cured by the tendering option halderived by us. Neither we nor any other
person is obligated to give notice of any defectsregularities in tenders, nor will anyone in@any liability for failure to give any such
notice. This is a one-time offer, and we will sisicenforce the offer period.

Our Acceptance Constitutes an Agreement. Your teofdeligible options pursuant to the procedurescdbed above constitutes your
acceptance of the terms and conditions of the .ofier acceptance for exchange of the eligible mgtiendered by you pursuant to the offer
will constitute a binding agreement between usymdupon the terms and subject to the conditiorth@bffer.

Subject to our rights to extend, terminate and airiba offer, we intend to accept promptly after élxpiration of the offer all properly
tendered eligible options that have not been vwalidthdrawn.

4. Withdrawal Rights.

You may only withdraw your tendered options in ademce with the provisions of this Section 4. liyemployment with us or service as a
director terminates prior to the expiration of tféer, your tendered options will automatically weghdrawn. If automatically withdrawn, you
may
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exercise those options to the extent they are degtthe time of your termination in accordancehwfite terms of your original option
agreement.

You may withdraw your tendered options at any theéore 9:00 p.m., Central Standard Time, on Fepr2ér 2002. If we extend the offer
beyond that time, you may withdraw your tenderetiomg at any time until the extended expirationthef offer. In addition, unless we accept
your tendered options for exchange before 12:0igid, Eastern Time, on March 25, 2002, you madriaw your tendered options at ¢
time after March 25, 2002 until they are accepted @anceled.

You must withdraw all of the options previously dened. You may not withdraw only a portion of thaions previously tendered. Upon
withdrawal of previously tendered options, suchiam will remain outstanding pursuant to their ar@ terms and conditions, including their
exercise price and vesting schedule.

To validly withdraw tendered options, you must detito us at the address set forth in Section ¥@bmotice of withdrawal, or a facsimile
of that notice, with the required information seitth in the notice and the instructions to thaigetA copy of the form of notice of
withdrawal is included in the materials accompagytims offer to exchange. We will not accept delyef a notice of withdrawal by email.
You must deliver the notice of withdrawal while ysiill have the right to withdraw the tendered op%.

Except as described in the following sentencentiteee of withdrawal must be executed by the opkiotder who tendered the options to be
withdrawn exactly as such option holder's name aggpen the option agreement or agreements evidgtioise options. If the signature is by
a trustee, executor, administrator, guardian, piin-fact, officer of a corporation or anothergmn acting in a fiduciary or representative
capacity, the signer's full titte and proper evideof the authority of such person to act in tlegatacity must be indicated on the notice of
withdrawal.

You may not rescind any withdrawal. The options yathdraw will thereafter be deemed not properlydered for purposes of the offer,
unless you properly re-tender those options befarexpiration date by following the procedurescdégd in Section 3.

If you wish to withdraw only a portion of your tegréd eligible options, you must deliver your notidevithdrawal to us withdrawing all of
your tendered options and at the same time ordlfteredeliver a new election form tendering thgiblie options that you still wish to tend

in each case following the delivery instructionsatéed above. You must deliver your notice of dittwal and your new election form prior
to 9:00 p.m., Central Standard Time, on February2R62, the expiration of the offer. If we extehe bffer, you must deliver the notice of
withdrawal and new election form prior to the exted expiration of the offer. Once the offer hasiedg you may no longer withdraw any
tendered options or submit a new election form.

Neither we nor any other person is obligated t@ giwtice of any defects or irregularities in anyic®of withdrawal, nor will anyone inci
any liability for failure to give any such noticé&/e will determine, in our discretion, all questi@assto the form and validity, including time of
receipt, of notices of withdrawal. Our determinataf these matters will be final and binding.

5. Acceptance of Options for Exchange and Issuahbkew Options.

Upon the terms and subject to the conditions obffer and as promptly as practicable following éxgiration date, we intend to accept for
exchange and cancel eligible options properly teegiand not validly withdrawn before the expirataate. Subject to the terms and
conditions of this offer, if your
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options are properly tendered and accepted foramgdy we will cancel these options as of the dateioacceptance and we will grant you
new options at some time within the 30-day periotifand after the first business day that is atleix months and two days after the date
we cancel the options accepted for exchange. Bulgect to the terms and conditions of this offieypur eligible options are properly
tendered and we accept them for exchange on Fgh26a2002, the scheduled expiration date of tifierofve will grant you new options at
some time during the 30-day period from and aftegést 28, 2002. If we accept and cancel optionpgoty tendered for exchange after
February 26, 2002, the 30-day period in which the options will be granted will be similarly delaie

If we accept options you tender in the offer, wé defer until the 30-day period following the firsusiness day that is at least six months and
two days after we cancel the eligible options atexfor exchange any grant to you of other optisash as annual or bonus options, for
which you may be eligible before the new optiomgi@date. We will defer the grant to you of thedeeotoptions to avoid incurring potential
compensation expense against our earnings bechaseaunting rules that would apply to these imeoiption grants as a result of the offer.
Any such grant of these other options is in theréigon of the board of directors and subject tmpliance with law and market prices
prevailing at the time of the grants. Any actuargs of these other options will therefore be maben, as and if declared by the board of
directors.

Your new options will entitle you to purchase a fugmof shares of our common stock which is equéthtee shares for every four shares
subject to the eligible options you tender, plug @maining shares if the number of shares subjeattendered option is not divisible by fc
in each case as adjusted for any stock splitsysevaock splits, stock dividends and similar event

If, for any reason, you are not an employee orctiireof ADTRAN through the date we grant the newians, you will not receive any new
options or other consideration in exchange for ytendered options that have been accepted for egeh&Vith respect to employees, the
offer does not change the "at-will" nature of yearployment with us, and your employment may be itgaited by us or by you at any time,
including prior to the grant date or vesting of tieav options, for any reason, with or without cause

No Partial Tenders. You are not required to actiepbffer. If you choose to tender any eligibleiops for exchange, however, we will r
accept partial tenders of your eligible option gsaiccordingly, you may only tender eligible optiofor all or none of the shares of common
stock subject to each of your eligible option agreats. If you partially exercised an eligible optjarior to the expiration of the offer, you
may tender that option for all or none of the ramrgj unexercised shares subject to that option.

Acceptance of Tendered Options. For purposes offfiee, we will be deemed to have accepted for arge eligible options that are validly
tendered and not properly withdrawn as, if and wivergive oral or written notice to the option hallef our acceptance for exchange and
cancellation of such options, which notice may laenby email, press release or other means. Subjeat rights to extend, terminate and
amend the offer, we intend to accept promptly afterexpiration of the offer all properly tendewgtions that are not validly withdrawn.
When we accept your tendered options for exchandecancel those options, you will have no furtligints with respect to those options or
under their corresponding option agreements. Bgegng your options, you agree that the applicaplion agreements will terminate upon
cancellation of your tendered options. Promptlgiafte accept tendered options for exchange, wesetill each tendering option holder a
notice indicating the number of shares subjech¢odptions that we have accepted for exchange amketed, and, subject to the terms and
conditions of this offer, the corresponding numieshares that will be subject to the new optioms the 30-day period during which we
expect to grant the new options.
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6. Conditions of the Offer.

Notwithstanding any other provision of the offee will not be required to accept any eligible optidendered for exchange, and we 1
terminate or amend the offer, or postpone our aacep and cancellation of any options tendere@Xohange, in each case subject to the
requirements of applicable laws and regulationat &ny time on or after January 28, 2002 and poidhe expiration date any of the followi
events has occurred, or has been determined loyhes/e occurred, and, in our reasonable judgmeamynsuch case and regardless of the
circumstances giving rise to such events, including action or omission to act by us, the occumasfcsuch event or events makes it
inadvisable for us to proceed with the offer orhwstich acceptance and cancellation of options tedder exchange:

(a) there shall have been threatened or institotduk pending any action or proceeding by any gowental, regulatory or administrative
agency or authority or any other person that diyemtindirectly challenges the making of the offére acquisition of some or all of the
tendered options pursuant to the offer, or theaigsa of new options, or otherwise relates in angmaato the offer, or that, in our reasonable
judgment, could materially and adversely affectlousiness, condition, income, operations or praspacmaterially impair the contemplat
benefits of the offer to us;

(b) there shall have been any action threatenedlipg or taken, or approval withheld, or any statutile, regulation, judgment, order or
injunction threatened, proposed, sought, promutjagracted, entered, amended, enforced or deenedeiigible to the offer or us, by any
court or any authority, agency or tribunal thatpur reasonable judgment, would or might directiynalirectly:

(1) make the acceptance for exchange of, or isguafwew options for, some or all of the tenderptioms illegal or otherwise restrict or
prohibit consummation of the offer or that othemviglates in any manner to the offer; or

(2) delay or restrict our ability, or render us biea to accept for exchange or issue new optionstame or all of the tendered options.

The conditions to the offer are for our benefit. WWay assert them in our discretion regardlessetittumstances giving rise to them prio
the expiration date. We may waive them, in wholengrart, at any time and from time to time priorthe expiration date, in our discretion,
whether or not we waive any other condition todffer. Our failure at any time to exercise anyha#ge rights will not be deemed a waiver of
any of these rights. The waiver of any of theshtdagvith respect to particular facts and circumstarwill not be deemed a waiver with
respect to any other facts and circumstances. Atgrohination we make concerning the events destiibthis Section 6 will be final and
binding upon all persons.

7. Price Range of Common Stock Underlying the Qystio

There is no established trading market for optignasmted under our stock incentive plans, and thillde no established trading market for
any new options that we may grant.

Our common stock is quoted on the Nasdaq Natioraakbt under the symbol "ADTN." The following taldbows, for the periods indicated,
the high and low sales prices per share of our comstock as reported by the Nasdaq National Market.
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Quarter Ended: High Low

March 31, 2002 (through January 22, 2002) $29.750

$ 24.600
December 31, 2001 $29.050 $ 18.000
September 30, 2001 $25.900 $ 17.850
June 30, 2001 $30.650 $ 18.000
March 31, 2001 $29.500 $ 19.875
December 31, 2000 $48.188 $ 16.563
September 30, 2000 $73.250 $ 41.125
June 30, 2000 $73.000 $ 44.000
March 31, 2000 $80.500 $ 49.063

Our common stock first became available for tradinghe Nasdaq National Market in August 1994. A3amuary 22, 2002, the last reported
sale price during regular trading hours of our camrstock, as reported by the Nasdaq National Mavkas $26.93 per share.

Our stock price has been, and in the future maigaly volatile and could decline. Our stock pramuld also rise prior to the grant of the
new options and thereafter fall. The trading po€eur common stock has fluctuated widely in thetgand is expected to continue to do so in
the future as a result of a number of factors, nafrwhich are beyond our control. In addition, #teck market has experienced extreme
and volume fluctuations that have affected the migpkices of many companies, and that have often barelated or disproportionate to the
operating performance of these companies. The m#ors will not be granted until a trading datettisaat least six months and two days
after the date that we accept your tendered opfmmesxchange and cancel them. The exercise pfitteemew options will be the last repor
sale price of our common stock on the Nasdaq Natibtarket on the grant date. The exercise prigh@hew options may be higher than the
exercise price of your tendered options. In addjtmur common stock may thereafter trade at phedsw the exercise price of the new
options. In that event, depending on the exerdige pf your tendered options and other factorsy yew options may be less valuable than
your tendered options. We recommend that you olgtairent market quotations for our common stocloteetleciding whether or not

tender your options. At the same time, you shoolts@er that the current market price of our comistogk may provide little or no basis for
predicting what the market price of our common ktedl be on the grant date of the new optionstaaray time in the future.

8. Source and Amount of Consideration; Terms of XKiptions.

Consideration. If you tender eligible options thetre granted under the 1996 plan or the 1986 plarwill issue new options to purchase
common stock under our 1996 plan, subject to appliclaws and regulations, in exchange for theldéigptions that you properly tender
and we accept for exchange. If you tender eligipittons granted under the 1995 plan, we will issenw options under the 1995 plan, subject
to applicable laws and regulations, in exchangéffereligible options you properly tender and weegt for exchange. All options that we
accept for exchange will be canceled. For eaclibdigption you tender and we accept, you will ree& new option exercisable for a
number of shares of common stock equal to threeesHar every four shares subject to the tenddigitble option, plus the remaining shares,
if any, if the number of shares subject to the ¢gad option is not divisible by four, in each caseadjusted for any stock splits, reverse stock
splits, stock dividends and similar events.
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If we receive and accept tenders of all outstandiigjble options as of January 28, 2002, subjethé terms and conditions of this offer, we
will grant new options to purchase a total of 1,891 shares of our common stock. The common sgstlkable upon exercise of these new
options would equal approximately 21.7% of theltsteares of our common stock outstanding as ofalgre8, 2002. The shares of common
stock subject to tendered options granted undet386€ plan that we accept for exchange and cantiebfter such cancellation, be available
for regrant and issuance under the 1996 plan aiydomewide some or all of the shares needed foofiimn grants that we will make under
the 1996 plan in carrying out the exchange thttdssubject of the offer. The shares of commonkssobject to tendered options granted
under the 1995 plan that we accept for exchangesancel will, after such cancellation, be availdbleregrant and issuance under the 1995
plan and may provide some or all of the sharesetbéar the option grants that we will make under 1895 plan in carrying out the exchal
that is the subject of the offer. Because optiarsmo longer be granted under the 1986 plan, theestof common stock subject to tendered
options granted under the 1986 plan that we adoejgixchange and cancel will not be available &grant or issuance.

Terms of New Options. The new options will be geahtinder our Amended and Restated 1996 Employeentiie Stock Option Plan or ¢
Amended and Restated 1995 Directors Stock Optian,Rlepending on which plan the tendered options wented under and subject to
applicable laws and regulations. We will enter iatoew option agreement with each option holder hdwtendered options in the offer for
every new option granted. Each new option will kereisable for a number of shares of our commockségual to three shares for every f
shares of common stock subject to the options texdder exchange, plus the remaining shares, if éitlye number of shares subject to the
tendered option is not divisible by four, in eads& as adjusted for any stock splits, reverse stolits, stock dividends and similar events.
Except with respect to the exercise price and lasratise specified in the offer, the terms and comas of the new options will be
substantially the same as the terms and conditibtise options tendered for exchange that weretgdamnder the 1996 plan and the 1995
plan. However, if your previous options were indemttock options, you may not be eligible to reedncentive stock options for all or part
of your new options, in which case you will recen@nqualified stock options instead. See Sectiofod 8urther discussion of incentive stock
options and the tax consequences of participatirige offer.

If your previous options were granted under the6l8lan, your new options will be granted under1B86 plan and some of the options'
terms will be different due to differences in tHans. For instance, the 1986 plan gave optioneesdht to create a "stock option account"
with ADTRAN, and to instruct ADTRAN to deduct amdsrirom the optionee's pay to accumulate fundsaothe exercise price before
exercising an option. Under the 1996 plan, optisrdeenot have that right, but they may pay the@serprice of an option by directing
ADTRAN to retain shares upon option exercise tteateha fair market value equal to the exercise pridéch was not explicitly permitted
under the 1986 plan. Under the 1986 plan, an optimumld become void if any attempt was made to feanassign, attach or otherwise
convey the option; although transfer of optionsas permitted under the 1996 plan, the 1996 plasdmwt automatically void options for
attempting transfer. The 1996 plan allows the glammittee to take certain actions as a result gfaate transactions that are not provided
under the 1986 plan and that may affect an optismeghts, specifically, if ADTRAN is a party to ymeorganization involving merger,
consolidation, acquisition of the stock or acqissitof the assets of ADTRAN which does not congtits Change of Control (as defined ur
"Change of Control" below in the description of ##96 plan), the committee may declare that outlstgnoptions apply to the securities of a
resulting corporation, or become fully vested axereisable and terminate after no less than 30' dayise to optionees. Under the 1986 p
unlike the 1996 plan, the plan committee has teerdtion to cancel all options on 90 days' noticthe event that 50% or more of ADTRA
assets, based on fair market value, are purchased.
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There are also some important differences betweandptions terminate following termination of emyhoent under the 1986 plan versus
1996 plan. Under both plans, vested options gegdmminate if not exercised within 3 months felimg termination of employment other
than due to death or disability, or expire soormeoading to their terms. However, under the 19%6pif an optionee terminates employment
for cause, all vested options terminate immediatghjich is not provided under the 1986 plan. Urttler1986 plan, if an optionee dies during
employment or within 3 months after retiring undee of ADTRAN's retirement plans, the options atereisable for one year following the
optionee's death. However, under the 1996 plammptre exercisable for one year following anagae's death if the optionee dies during
employment, within 3 months after termination ofpgayment other than for cause or due to disabititywithin one year after termination of
employment due to disability. In addition, undez #0896 plan, if an optionee's employment terminfiteany reason other than death or
disability at any time after a "Change of Contr@$ defined under "Change of Control" in the dedienn of the 1996 plan below), the term of
all options of the optionee will be extended throtige three month period immediately following stelmination of employment.

Because we will not grant new options until at tesks months and two days after the date we caheetligible options accepted for
exchange, the new options may have a higher exegpcise than some or all of the eligible options.

The following description summarizes the mategairts of our stock incentive plans and the optioasigd under them.
Amended and Restated 1996 Employees I ncentive Stock Option Plan, As Amended

General. ADTRAN's Amended and Restated 1996 Employrecentive Stock Option Plan, as amended, c198é plan, currently permits us
to grant to our key employees (including officens airectors who are also employees) incentivekstqptions and nomualified stock optior
to purchase up to an aggregate of 8,488,100 sbaomsnmon stock of the Company, subject to adjustrirethe event of a recapitalization,
merger, stock split or any other change in our a@afe structure or our shares of stock. The folhgndescription of the 1996 plan is qualified
in its entirety by reference to the applicable gmns of the 1996 plan and agreements relateloetd 996 plan.

Administration. The 1996 plan is administered by stock option plan committee of our board of divex The stock option plan committee
consists of two or more individuals appointed by ivard of directors from among its members. Thebees of the committee cannot
participate in the 1996 plan and must be "outsidectbrs” within the meaning of Section 162(m)(4){of the Internal Revenue Code of
1986, as amended. The board from time to time ramowve members from, or add members to, the comemated must fill all vacancies on
the committee. The committee currently consistgigctors William L. Marks and Roy J. Nichols.

Among other powers and duties, the committee htwaty (i) to determine the individuals to whomtimms will be granted from among
those individuals who are eligible, as well astdrens of options and the number of shares of comstmek subject to such options, (i) to
determine whether an option will constitute an irtaee stock option intended to qualify under

Section 422 of the Internal Revenue Code or aquaiified stock option not intended to qualify unéigernal Revenue Code Section 422
(iii) to interpret the provisions of, and prescrilbenend and rescind any rules and regulationgngléd, the 1996 plan.

Eligibility and Grants of Options. Under the terofgshe 1996 plan, all employees of ADTRAN (and @ayent or subsidiary corporations),
including employees who are also members of thedofa
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of the board of directors of a parent or subsid@sporation) are eligible for consideration foe tiranting of options by the committee.

Stock Subject to the 1996 Plan. The stock subgettte options and other provisions of the 1996 ahe authorized but unissued or
reacquired shares of our common stock. Subjedjtssanent in accordance with the terms of the 1886, up to 8,488,100 shares of
common stock, in the aggregate, may be grantedrehpsed under the 1996 plan, and the unexerc#idpof shares of common stock
allocable to expired or terminated options may adpgicome subject to options under the 1996 plan.

As of January 25, 2002, 317,949 shares of comnumk $tad been issued upon the exercise of optiargen under the 1996 plan, options to
purchase 5,046,092 shares of common stock wertaadtag and 3,124,059 shares were available faréugrant. Options to purchase
668,314 shares were previously canceled pursudhetterms of the 1996 plan. If options grantedeuride 1996 plan expire or otherwise
terminate without being exercised, the common statkpurchased pursuant to those options agaimibesavailable for issuance under the
1996 plan.

Terms of Options Granted Under the 1996 Plan

The following is a description of the permissildens of options under the 1996 plan. Individual@pgrants may be more restrictive as to
any or all of the permissible terms described below

Exercise Price. The purchase price of the commmekainderlying each option granted under the 1986 is the fair market value of the
common stock on the date the option is grantectssnbtherwise determined by the committee. Howdlrerexercise price for incentive stc
options may not be less than 100% (110% for optigpasted to an optionee who owns more than 10%epfdtal combined voting power of
all classes of stock of either ADTRAN or any parensubsidiary corporation of ADTRAN) of the fairamket value of the common stock on
the date the incentive stock option is granted.

Vesting. The 1996 plan provides that options grdunteder the 1996 plan become exercisable (i.etedgas of the first anniversary of the
grant date, unless otherwise provided by the cotamjtursuant to a schedule established at thettieneptions are granted. Many of the
options outstanding under the 1996 plan have erdift vesting schedule determined by the committéfee time of grant. If the optionee
ceases to be an employee of ADTRAN, the optiorregiss with regard to all non-vested options caaseaediately. Notwithstanding the
vesting schedule established by the committeaaalivested options previously granted to an opgdnenediately vest upon the optionee's
becoming "Disabled" (as defined in the 1996 plappn his or her death or upon a "Change of ContbRDTRAN. "Change of Control" is
discussed in more detail below.

The new options granted under the 1996 plan putdaahe offer will vest in the same manner anthim same proportion as the eligible
options tendered. At the time of grant, each netioapwill be vested in the same proportion as gepective tendered eligible option would
have been vested if the option holder still hekelténdered option on the date of grant. To thenéxtenew option remains unvested at the
of grant, it will vest according to the same scHedund in the same proportion as the corresportéimgered option would have vested.

Term of Options. The stock option committee deteesithe term of any option in accordance with @@61plan, but the term may not exc
10 years from the date of grant (or 5 years inctse of incentive stock options granted to optisrvéleo own more than 10% of the total
combined voting power of all classes of stock tfies ADTRAN or any parent or subsidiary corpora}iddo option may be granted under
1996 plan after February 14, 2006.
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The term of each new option will be the same agehwining term of the tendered eligible optiomtdch it corresponds.

Termination of Employment. Vested options must kereised within the earlier of: (i) three monthteatan employee optionee ceases to
the employ of ADTRAN or any parent or subsidiary &my reason other than death, disability or faue" (as defined in the 1996 plan),
unless the employee dies within this three montfogde(ii) the expiration date of the option;

(iii) immediately upon the removal of the employee"cause”; (iv) one year after termination of dayment with us or any parent or
subsidiary because of disability, unless the optiodies within this one year period; or (v) oneryadter the death of an optionee who dies (a)
while in the employ of ADTRAN or any parent or sighary, (b) within three months after terminatiohesnployment with us or any parent
subsidiary for a reason other than disability ar'fause," or (c) within one year after employmeith us or any parent or subsidiary is
terminated due to disability. Notwithstanding themediately preceding sentence, if an optionee'd@mpent terminates for any reason other
than death or disability at any time after a "Chan§Control" (as defined under "Change of Conthalow), the term of all options of the
optionee will be extended through the three moettiog immediately following such termination of elmyment. However, the committee
may waive the above expiration periods with respeeiny non-qualified stock options granted untdert996 plan and provide different
expiration dates in a non-qualified stock optioneggnent.

Exercise of Options. An option granted under th@6lflan may be exercised for less than the full memof shares of common stock subject
to such option, provided that no option may be eised for less than (i) 100 shares or (ii) theltaenaining shares subject to the option, if
less than 100 shares. Upon exercise of an optiooptaonee must pay for the common stock subjetitéexercise. Payment may be made in
cash, in shares of our common stock (including¢ention by us of shares of common stock subgetiie¢ option with a fair market value
equal to the exercise price), or by a combinatibine foregoing. Optionees are also responsibl@éging, in cash or in shares of our
common stock, the amount of any withholding reqliweder U.S. federal income tax or other applicédoles.

Transfers. The 1996 plan does not permit an optidaeell, assign or otherwise transfer option®pkby transfer to a "Beneficiary” at the
death of the optionee, and any other purportedteats null and void. Options are exercisable mythe optionee's life only by the optionee
(unless the optionee is incapacitated and unaldedccise options). Upon the death of the optionpgons are exercisable by the optionee's
"Beneficiary."

Amendment and Termination. Our board of directoay mmend or terminate the 1996 plan at any tinmyiged that (i) no amendment may
adversely affect in any way the rights of optiongéthout the consent of such optionees, and (iipm@ndment may be effected without the
prior approval of our stockholders if (A) the amerenht would cause the applicable portions of thesl88n to fail to qualify as an "incentive
stock option plan" pursuant to

Section 422 of the Internal Revenue Code, (B) theraiment would materially increase the benefitsuaeg to participants under the 1996
plan, (C) the amendment would materially incredgentumber of securities which may be issued urael 996 plan, (D) the amendment
would materially modify the requirements as toibligy for participation in the 1996 plan, or (H)e amendment would modify the material
terms of the 1996 plan within the meaning of retiofes under Section 162(m) of the Internal Reve@ade.

The 1996 plan will terminate on the later of (i¢ ttomplete exercise or lapse of the last outstgnalimion granted under the 1996 plan or (ii)
the last date upon which options may be grante@whe 1996 plan, February 14, 2006, subject tedter termination by the board of
directors at any time.
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Change of Control. For purposes of the 1996 plamterm "Change of Control" is defined to mean amy of the following events:

(i) the acquisition by an individual or entity (lnding "affiliates" and "associates" of that indlual or entity, but excluding ADTRAN, any
"parent"” or "subsidiary" of ADTRAN, or any employbenefit plan of ADTRAN or of any "parent” or "suthsry" of ADTRAN) of a

sufficient number of shares of the common stoclgsemurities convertible into the common stock, whéther through direct acquisition of
shares or by merger, consolidation, share exchaagssification of securities or recapitalizatafror involving ADTRAN or any "parent"

or "subsidiary" of ADTRAN, to constitute that indtilual or entity the actual or beneficial owner oéagter than 50% of our common stock; or

(i) any sale, lease, transfer, exchange, mortgalgelge or other disposition, in one transaction eeries of transactions, of all or substant
all of the assets of ADTRAN or of any "subsidiapf"’ADTRAN to an individual or entity described inlssection (i) above.

For purposes of this definition, the terms "affiig "associate,
Exchange Act.

parent" and "subsidiary" ardarted as in Rule 12b-2 under the Securities

Adjustments. In the event of changes in the nurob&ind of outstanding shares of the common stgckelason of a recapitalization,
reclassification, stock split, combination of stsoe dividend payable in shares of common stoclapumopriate and equitable adjustment
be made by the committee to the number and kirghafes subject to options granted under the 1386 phd to the number and kind of
shares remaining available for the granting of @i

Additionally, in the event that we are involvedaimeorganization involving a merger, consolidataquisition of the stock or acquisition of
our assets that does not constitute a Change df@ohe committee, in its discretion, may decltrat (i) outstanding options apply to the
securities of the resulting corporation; (ii) oatsding options are nonforfeitable and fully exeabie or vested; and/or (iii) outstanding
options are nonforfeitable and fully exercisableyested and are to be terminated after givingaat|80 days notice to all optionees. If the
board of directors adopts a plan of dissolution liquddation that is approved by our stockholdaibpf the rights of all optionees will beco
immediately nonforfeitable and exercisable throtlghdate of dissolution.

Amended and Restated 1995 Directors Stock Option Plan, As Amended

General. Our Amended and Restated 1995 Directoxck®2ption Plan, as amended, or the 1995 planentlyrpermits us to grant non-
qualified stock options to purchase up to an aggreegf 200,000 shares of our common stock, subjemdjustment in the event of a
recapitalization, merger, stock split or any ottleange in the corporate structure or shares oftoek, to non-employee directors of
ADTRAN or any parent or subsidiary corporation dPRAN. The following description of the 1995 plamqualified in its entirety by
reference to the applicable provisions of the 1985 and agreements related to the 1995 plan.

Administration. The 1995 plan is administered by timard of directors or by the stock option plamouttee. Presently, the board of direct
administers the 1995 plan.

The board of directors or the committee, as the casy be, has authority to interpret the provisioihsnd prescribe, amend and rescind any
rules and regulations relating to, the 1995 plan.

Eligibility. Under the terms of the 1995 plan, ditectors who are not employees of ADTRAN or angepaor subsidiary corporation of
ADTRAN receive a grant of options as set forthHia 1995
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plan. As of January 28, 2002, there were four nopleyee directors of ADTRAN. Presently, under t®83 plan, upon initially becoming a
non-employee director, an individual will receivgrant of an option to purchase 10,000 shares of@mmon stock. In addition, as of
December 31 of each calendar year following theraddr year in which the non-employee director kebin or her service as a director of
ADTRAN, the director will receive an additional giteof an option to purchase 5,000 shares of oumtomstock, provided that such director
is still serving as a director on such date. Howetree 1995 plan, as amended, suspended this atitcanaual grant for the calendar year
ended December 31, 2001.

The 1995 plan, as amended, provides for the gfamw options to non-employee directors who teradigible options that we accept for
exchange pursuant to the offer. In addition, eamir@employee director who participates in the offdr be eligible to receive an option
exercisable for 5,000 shares of common stock tgraeted on the same date as the new options amtedrdf a non-employee director does
not participate in the offer, he will be eligible treceive an option exercisable for 5,000 share®wfmon stock to be granted after the
expiration of the offer.

Stock Subject to the 1995 Plan. The stock subgettte options and other provisions of the 1995 ahe authorized but unissued or
reacquired shares of our common stock. Subjedjtssament in accordance with the terms of the 1888, up to 200,000 shares of common
stock, in the aggregate, may be granted or purchasder the 1995 plan, and the unexercised poofiehares of common stock allocable to
expired or terminated options may again becomeestibp options under the 1995 plan. As of Janu&r2002, there were 117,000 shares of
common stock available for grant under the 1995,pta shares of common stock had been issued paexercise of options granted under
the 1995 plan, and options to purchase 83,000 slvdirgommon stock were outstanding. Options tofpase 9,000 shares were previously
canceled pursuant to the terms of the 1995 plasptlbns granted under the 1995 plan expire orratise terminate without being exercised,
the common stock not purchased pursuant to thasenspagain becomes available for issuance unéet385 plan.

Terms of Options Granted Under the 1995 Plan

The following is a description of the permissildenhs of options under the 1995 plan. Individualmpgrants may be more restrictive as to
any or all of the permissible terms described below

Exercise Price. The purchase price of the commmeksinderlying each option granted under the 1985 is the fair market value of the
common stock on the date the option is granted.

Vesting. Options granted under the 1995 plan beoaxeecisable (i.e., vested) as of the first ansiagr of the grant date. If the optionee
ceases to be a director of ADTRAN, the optiondgtsts with regard to all non-vested options ceazsmédiately. Notwithstanding the
foregoing, all nonvested options previously granted to an optioneaediately vest upon the optionee becoming "Disallasl defined in th
1995 plan), or upon his or her death or upon a higeaf Control" of ADTRAN. "Change of Control" issdussed in more detail below.

The new options granted pursuant to the offer weit in the same manner and in the same prop@tidhe tendered eligible options. Bec:
all eligible options granted under the 1995 plamehdeen held for at least one year, all new optigzaated under the 1995 plan pursuant t
offer will be fully vested.

Term and Exercise of Options. The term of any aptiommences on the date of grant and expires &ns y@m the date the option is
granted. An option granted under the 1995 plan beagxercised for less than the full number of shafeommon stock subject to such
option, provided that no
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option may be exercised for less than (i) 100 shardii) the total remaining shares subject todpgon, if less than 100 shares. Upon
exercise of an option, an optionee must pay foctlamon stock subject to the exercise. Paymentbaayade in cash, in shares of common
stock (including the retention by ADTRAN of optiahshares of common stock with a fair market valpga¢to the exercise price), or by a
combination of the foregoing.

The term of each new option granted under the p¥% will be the same as the remaining term ofcttreesponding tendered eligible option.

Transfers. The 1995 plan does not permit an optidaeell, assign or otherwise transfer optiongpkby transfer to a "Beneficiary” at the
death of the optionee, and any other purportedtearns null and void. Options are exercisable mythe optionee's life only by the optionee
(unless the optionee is incapacitated and unaldedccise options). Upon the death of the optionpgons are exercisable by the optionee's
"Beneficiary."

Termination of Service as a Director. Vested otiorust be exercised within the earlier of: (i) thneonths after an optionee ceases to be a
director ADTRAN or any parent or subsidiary for amason other than death or disability or for "eduas defined in the 1995 plan) (unless
the director dies within this three month peridd);the expiration date of the option;

(iii) immediately upon the removal of the direcfor "cause"; (iv) one year after termination of\dee as a director of ADTRAN or a parent
or subsidiary because of disability unless theamatée dies within this one year period; or

(v) one year after the death of an optionee whe @ while serving as a director of ADTRAN or agydt or subsidiary, (b) within three
months after service as a director is terminateADYRAN or a parent or subsidiary, or (c) withineoypear after service as a director of
ADTRAN or a parent or subsidiary is terminated tuéisability.

Admendment and Termination. The board of directeay amend or terminate the 1995 plan at any timejiged that (i) no amendment may
be effected without the consent of the optionessidh amendment would adversely affect in any \wayrights of such optionees under the
1995 plan, and (ii) no amendment may be effecteldout the prior approval of our stockholder if (e amendment would materially
increase the benefits accruing to participants utide1995 plan, (B) the amendment would materiallyease the number of securities wt
may be issued under the 1995 plan or (C) the amentiwould materially modify the requirements asglgibility for participation in the

1995 plan.

The 1995 plan will terminate on the later of (i¢ ttomplete exercise or lapse of the last outstgnulition granted under the 1995 plan or (ii)
the last date upon which options may be grante@wthe: 1995 plan, subject to its earlier terminatig the Board at any time.

Change of Control. For purposes of the 1995 plamteérm "Change of Control" is defined to mean amy of the following events:

(i) the acquisition by an individual or entity (lnding "affiliates" and "associates" of such indiwal or entity, but excluding ADTRAN, any
"parent"” or "subsidiary" of ADTRAN, or any employbenefit plan of ADTRAN or of any "parent” or "suthary" of ADTRAN) of a
sufficient number of shares of the common stoclsemurities convertible into the common stock, whether through direct acquisition of
shares or by merger, consolidation, share exchaagssification of securities or recapitalizatafror involving ADTRAN or any "parent"
or "subsidiary" of ADTRAN, to constitute the indiltial or entity the actual or beneficial owner ofafer than 50% of our common stock;

25



(i) any sale, lease, transfer, exchange, mortgalgege or other disposition, in one transactioa series of transactions, of all or substant
all of the assets of ADTRAN or of any "parent” subsidiary” of ADTRAN to an individual or entity sieribed in subsection (i) above.

For purposes of this definition, the terms "affiig "associate,
Exchange Act.

parent" and "subsidiary" ardarted as in Rule 12b-2 under the Securities

Adjustments. In the event of changes in the nurobeutstanding shares of the common stock by reafarrecapitalization, reclassification,
stock split, combination of shares or dividend fgan shares of common stock, an appropriate godable adjustment will be made by the
committee or the board of directors, as the cagebmmato the number and kind of shares subjecptimios granted under the 1995 plan, an
the number and kind of shares remaining availatiétfe granting of options.

Additionally, in the event that we are involvedameorganization involving a merger, consolidataguisition of the stock or acquisition of
our assets that does not constitute a Change df@ae board of directors or the committee,f@sdase may be, in its discretion, may
declare that (i) outstanding options apply to theusities of the resulting corporation; (ii) outstiing options are non-forfeitable and fully
exercisable or vested; and/or

(iii) outstanding options are non-forfeitable andlyf exercisable or vested and are to be terminatet giving at least 30 days notice to all
optionees. If ADTRAN is dissolved, all of the rightf all optionees will become immediately non-&itdble and exercisable through the date
of dissolution.

1986 Employee I ncentive Stock Option Plan, As Amended

Our 1986 Employee Incentive Stock Option Plan,rasraded, or 1986 plan, was approved and adoptelebBdard of Directors and the
stockholders of the Company in February 1986 amitect in February 1996. The 1986 plan is still gpiee with respect to options issued
prior to February 1996, but no further options rbayissued under the plan. The 1986 plan permited grant incentive stock options and
non-qualified stock options to purchase up to agregate of 4,200,000 shares of our common stodlfesuto certain adjustments, to
directors, officers, executives, supervisory pengband other key employees.

The following summary of the principal features affitcts of the 1986 plan is qualified in its eetyr by reference to the applicable provisi
and agreements related to the 1986 plan.

Administration. The 1986 plan is administered lyoenmittee consisting of two or more individuals aipped by the Board of Directors from
among its members. The members of the committele cmi participate in the 1986 plan and had todisifiterested persons” within the
meaning of Rule 16b-3 of the Securities Exchange Ac

The committee had the authority to (i) determireitidividuals (from among those eligible) to whoptions were granted under the 1986
plan, (ii) determine the time or times at whichiops were granted, (iii) determine the option pat¢he shares subject to each option, and
(iv) determine the time or times when each opti@s wxercisable and the duration of the exerciseghéFhe committee still has the power to
interpret the 1986 plan and prescribe, amend, escind rules and regulations relating to the 1986.p

Eligibility. Under the terms of the 1986 plan, diters, officers, executives, supervisory persorgued, other key employees of ADTRAN w
eligible for consideration for the granting of apts by the committee.
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Stock Subject to the 1986 Plan. The stock undegltie options under the 1986 plan is our commockstdp to an aggregate of 4,200,000
shares of common stock could be purchased unddiO®@ plan. As of January 25, 2002, 3,673,680 shafreommon stock had been issued
upon the exercise of options granted under the p@&86and options to purchase 31,020 shares of @onstock were outstanding. Options to
purchase 16,100 shares of common stock were prayicanceled pursuant to the terms of the 1986. lanause the 1986 plan has expired,
no more options may be granted under the 1986 plan.

Exercise Price. The purchase price of the commmeksinderlying each option granted under the 1986 pould not be less than the fair
market value of the common stock on the date thiemmas granted. If the employee to whom the apti@s to be granted held more than
10% of the issued shares of common stock at the diingrant, the exercise price could not be lean 10% of the fair market value of the
common stock on the date the option was granted.

Vesting of Options. Each option granted under ®@&61plan became exercisable with respect to atkeshaf common stock subject to the
option as of the earlier of the first anniversafyhe date of grant of the option if the individdreld continuously been employed or rendered
services to ADTRAN throughout such period, or ugiom optionee's disability or death while employadypon the optionee's retirement.

Term and Exercise of Options. The committee detgedhthe term of options granted under the 1986, plairch could not exceed 10 years
from the date of grant (five years from the datgmaint if the optionee held more than 10% of osuéxl common stock at the time the option
was granted). Optionees may pay the option exepeise in cash, with shares of our common stockyitt any combination of the foregoir
No options could be granted under the 1986 plar &bruary 14, 199

Notwithstanding the foregoing, the committee cdulés sole discretion (i) prescribe longer periodsadditional requirements with regard
the exercise of any option; or (ii) terminate inokdhor in part any exercisable portion of any optifowithin the one year period after the
option was granted, the optionee was not satisfilicfmerforming the duties to which he or she wasigned on the date the option was
granted or duties of at least equal responsibilibe committee also has the discretion to redueealtimation of all outstanding options upon
the purchase of 50% or more of the fair market@@UADTRAN's assets, so that all outstanding otiwill terminate within 90 days after
the purchase of such assets.

Transfers of Options. The 1986 plan does not peamibptionee to sell, assign or otherwise trargbiions except by bequest or inheritanc
the death of the optionee, and any other purparéedfer is null and void. Options are exercisakidgng the optionee's life only by the
optionee. Upon the death of an optionee, an uniseetoption granted to the deceased optionee maydreised by the optionee's estate or
by any person who acquired such option by bequasheritance from the optionee.

Termination of Service. Vested options must be @sed before the earlier of (i) three months adreoptionee ceases to be in the service of
ADTRAN (otherwise than by reason of death or dikghof the optionee), (ii) the expiration datetok option, (iii) the date on which the
optionee ends service with ADTRAN, during the oearyperiod after issuance of an option to him oy éi¢her for cause or by voluntary
separation without the consent of ADTRAN, (iv) grear after termination of service with ADTRAN besaof disability, or (v) one year
after the death of the optionee while employed ithiw three months after retirement.

Amendment and Termination of the 1986 Plan. Thedo#directors had the authority to amend or teate the 1986 plan at any time,
provided that:
(i) no addition, amendment, modification, repeal,
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suspension or termination can adversely affecninway, the rights of optionees who have outstamdptions, without the consent of such
optionees, and (i) no modification or amendmenthef 1986 plan may be made without the prior apgdrof/the stockholders of ADTRAN if
(a) such modification or amendment would causefiicable portions of the 1986 plan to fail to lifyeas an incentive stock option plan
pursuant to (S)422 of the Internal Revenue Codesybh modification or amendment would materiatigrease the benefits accruing to
participants under the 1986 plan, (¢) such modificeor amendment would materially increase the Ineinof securities which may be issued
under the 1986 plan, (d) such modification or anneext would materially modify the requirements asltgibility for participation in the

1986 plan, (e) such modification or amendment waonigderially modify the requirements as to eligilyifior participation in the 1986 plan, or
(f) such modification or amendment would modify thaterial terms of the 1986 plan within the meardh§roposed Treasury Regulation (S)
1.162-27(e)(4) or the corresponding provision of arture regulations.

Registration of Option Shares

8,488,100 shares of common stock issuable uportisgesf options under our 1996 plan, 200,000 shafreemmon stock issuable upon
exercise of options under our 1995 plan and 4,8Pshares of common stock issuable upon exercisptmns under our 1986 plan have
been registered under the Securities Act of 19823nmaended, on registration statements on FormilBeBwith the SEC. All the shares of
common stock issuable upon exercise of all newoaptto be granted pursuant to the offer will besteged under the Securities Act. Unless
you are one of our affiliates, you will be ablestdl your shares of common stock issued upon teecese of options free of any trans
restrictions under applicable securities laws.

General Information About Our Stock | ncentive Plans

Our statements in this offer to exchange conceraingstock incentive plans and the new optiongraeely summaries and do not purport to
be complete. The statements are subject to, anguatiied in their entirety by reference to, albpisions of our stock incentive plans and the
forms of option agreement under these stock ineemtians. Please contact us at ADTRAN, Inc., 90fil&er Boulevard, Huntsville,
Alabama 35806-2807 (telephone: (256) 963-8000eteive a copy of any of our stock incentive pland the forms of option agreement
under those plans. We will promptly furnish you iespof these documents at our expense.

See Section 13 for a description of the materi&l. federal income tax consequences of incentiveksiptions and non-qualified stock
options.

9. Information Concerning ADTRAN.

ADTRAN, Inc. designs, develops, and manufacturgb{sipeed digital transmission equipment for udeday's widespread
telecommunications networks. The two primary constgof our products are telecommunications senpeegiders (served by our Carrier
Networks division, or CN) and public and privatderprises (served by our Enterprise Networks divisor EN). These customers use
products to implement high-speed voice and datanmamications over copper and fiber network infrastuces.

Our service provider, or carrier, customer baskiges all of the major domestic incumbent localr@tge carriers, large independent carriers
and a growing number of successful competitiveisemroviders, as well as primary telecom serviceviglers and competitive carriers in
other regions of the world, including Canada, AEarope, Latin America and Australia. Our entegdsstomer base includes private and
public enterprises worldwide in numerous verticalustries. We market our
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products and services using a direct sales forogpmented by an extensive network of technologyributors and resellers.

We offer more than 500 different products builtiard a set of core technologies, and developeddread highspeed digital communicatio
over the last mile of the "Local Loop." The Localdp is the large existing infrastructure of thepdlone network that connects end users to &
service provider's "Central Office," the facilityat provides the local switching and distributiondtions. Our technologies support over two
million Local Loops worldwide.

Our products address two market segments: (i) @dymts for use in the service provider's Local Laopluding Central Office, remote
terminal and customer premises, and (ii) EN proglmt use at enterprise headquarters, remote effind telecommuting locations.

Our expertise lies in the development of advancausimission technologies for copper and fiber lo¥ps apply these technologies in vari
products designed to improve network performancegiimizing the capacity of the infrastructure,rieasing transmission speeds, and
extending transmission distances. Our current rebend product development activities include tigument of systems-based architectures
that support new, higher speed technologies in cehgnsive packaged solutions.

In developing our product families, we employ atgy of increasing unit volume and market shareutlh the introduction of succeeding
generations of products having lower selling priaed increased functionality as compared bothéqtior generation of a product and to the
products of competitors. An important part of otnategy is to engineer the reduction of the prodost of each succeeding product
generation and then to lower the product's pricetan the cost savings achieved. As a part obthasegy, we seek in most instances to be a
low-cost, high-quality provider of products in auarkets. Our success to date is attributable gelaneasure to our ability to design our
products initially with a view to their subsequeatdesign, allowing both increased functionality @aduced manufacturing costs in each
succeeding product generation. This strategy eralsd¢o sell succeeding generations of produasisiing customers while increasing our
market share by selling these enhanced productsviocustomers.

We were incorporated in Delaware in November 198b@mmenced operations in January 1986. Our paheixecutive offices are located
at 901 Explorer Boulevard, Huntsville, Alabama 368807, and our telephone number at that addré25& 963-8000.

SUMMARY FINANCIAL INFORMATION

The following tables set forth our selected finaheind operating data. The selected historicag¢istant of operations data for the years ended
December 31, 2000 and 1999 and the selected listddlance sheet data as of December 31, 2000%88lhave been derived from the
financial statements included in our annual reparEorm 10-K for the year ended December 31, 2088.selected historical statement of
operations data for the nine months ended SepteBih@001 and September 30, 2000 and the selerstedital balance sheet data as of
September 30, 2001, which are included in our guigrteport on Form 10-Q for the quarter ended &apter 30, 2001, are unaudited, but
include, in the opinion of management, all adjusttegconsisting only of normal recurring adjustnsenecessary for a fair presentation of
such data. The information presented below shoeilcelad together with our financial statements atated notes. We have presented the
following data in thousands, except per share atso@ee "Additional Information" beginning on pa&gefor instructions on how you can
obtain copies of our SEC filings, including filingsat contain our financial statements. We compu#id of earnings to fixed charges and
book value per share data using information coethin the above-mentioned financial statements.
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2000

Total revenues........cccovveveernenne $462,9
Cost of sales........ccceeeeriiiineenn. 2334
Gross profit......ccccceveeeeneniennns 229,5
Operating expenses:

Research and development.............. 50,6

Selling, general and administrative... 87,1

Operating income.................... 91,7

Interest income.........c.ocoeeeeennns 9,0
Interest expense..........ccoeeeeennns (1,8
Other income (expense)...................
Net realized investment gains............ 84,0
Net income before taxes.................. 183,0
Provision for income taxes (62,2
Net income........ococeevieeenieennen. $120,8
Weighted average shares outstanding...... 38,6
Weighted average shares outstanding

assuming dilution (1)................. 39,7
Earnings per common share - basic........ $
Earnings per common share - assuming

dilution (1)..cvveevveeeiieeineene $ 3.

(in thousands, except per share amounts)

Year Ended Nine Mont

December 31, Septemb
1999 2001

49 $367,208 $297,987

30 178,630 164,595

19 188,578 133,392

28 42,018 44,954

16 71,735 73,023

75 74,825 15,415

25 5,350 5,623

02) (2,312) (1,444)

4 (673) (176)

40 0 0

34 77,190 19,418

31) (26,244) (5,873)

03 $ 50,946 $ 13,545

47 38,335 38,656

04 38,831 38,764

13 $ 1.33 $ 0.35

04 $ 131 $ 0.35

hs Ended
er 30,
2000

$341,194
159,166
182,028

37,022
63,068



(in thousands, except per share amounts )

Year Ended Nine M onths Ended
December 31, Sept ember 30,
2000 1999 2001
Current assets:
Cash and cash equivalents.................... $27,971 $ 37,522 $ 107,145
Short term investments............ . 60,286 41,081 12,162
Accounts receivable, net.... T 82,134 60,037 65,192
Other current assets.........ccccccveveeeen. 133,653 68,486 87,672
Total current assets............cc.e..... 304,044 207,126 272,171
Property, plant and equipment, net................ 123,713 104,588 122,639
Other asSets........ccovveeiieeiiieeeieeee 118,579 244,582 121,398
Total asSetS......oevueeiiiiiiiieeieeiieenn $546,336 $556,296 $ 516,208
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable............ccccoeeeiiinne $34,114 $ 12,774 $ 15,773
Accrued expenses....... 8,560 7,108 9,897
Income taxes payable 3,734 6,096 0
Total current liabilities................ 46,408 25,978 25,670
Other long-term liabilities....................... 65,342 130,265 57,922
Minority interest in subsidiary................... 160 0 0
Stockholders' equity..........ccoeeeeiiiieeennne 449,878 422,062 450,439
Less treasury stock at cost (15,452) (22,009) (17,823)
Total stockholders' equity............... 434,426 400,053 432,616
Total liabilities and stockholders' equity... $546,336 $556,296 $ 516,208

The book value per share of our common stock ate@dper 30, 2001 was $11.16. This amount was caéxlitay dividing our unaudited total
consolidated stockholders' equity at Septembe2301 of $432.6 million by the 38,764,304 sharesyasng dilution) of our common stock
that were outstanding at September 30, 2001.

31



Our ratios of earnings to fixed charges were dsVi for the periods indicated:

Year End ed Year Ended Nine M onths Ended
December 31, 1999 December 31, 2000 Septemb er 20, 2001
Ratio of earnings to fixed
charges.....cccccccvveveenn. 34. 39 102.56 14.45
Interest expense................. $2,311,6 67 $ 1,802,158 $1 ,443,654
Pretax income............c....... 77,190,2 31 183,033,748 19 418,247
Total calculated earnings........ $79,501,8 98 $184,835,906 $20 ,861,901

10. Interests of Directors and Officers; Transaxtiand Arrangements Concerning the Options.

A list of our directors and executive officers tsaghed to this offer to exchange as Schedule AofAlanuary 25, 2002, our executive officers
and non-employee directors as a group benefioiallyed options outstanding under our 1996 plan188956 plan and our 1986 plan to
purchase a total of 1,660,826 shares of our constank, which represented approximately 32.2% ofthares subject to all options
outstanding under those plans as of that dated®ectors and executive officers can participatthmoffer if they hold eligible options.

The following table sets forth the beneficial owstep of options to purchase common stock by eaduogxecutive officers and directors as
of January 25, 2002:

Number of Shares

Number of Number of For Which
Options Percent of Shares Subject Options May Be
Beneficiall y Outstanding to Eligible Exercised Within

Name Owned Options Options (1) 60 Days (2)
Mark C. Smith.........cccvveene 0 * 0 0
Howard A. Thrailkill. .. 375,000 7.3% 75,000 153,750
James E. Matthews 25,000 * 0 0
Peter C. Voetsch................. 90,000 1.7 0 0
Danny J. Windham................. 241,200 4.7 60,000 79,200
Thomas R. Stanton................ 246,000 4.8 65,000 83,172
P. Steven Locke......... 40,000 * 20,000 5,000
Robert A. Fredrickson............ 184,626 3.6 40,000 63,374
Steven L. Harvey....... 197,500 3.8 45,000 77,500
Everette R. Ramage............... 89,000 1.7 29,000 28,250
Kevin W. Schneider............... 89,500 1.7 27,500 28,750
W. Frank Blount...... 20,000 * 5,000 20,000
Lonnie S. McMillian 0 * 0 0
William L. Marks................. 21,000 * 12,000 21,000
Roy J. Nichols..... . 21,000 * 12,000 21,000
James L. North................... 21,000 * 12,000 21,000
All directors and executive

officers as a group.......... 1,660,826 32.2% 390,500 601,966

* Less than one percent.
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(1) Each figure shows the number of shares of comstack subject to eligible options held by theigated person.

(2) Each figure shows the shares of common stodkhamliould be issuable within 60 days of January2Z®)?2 if vested stock options held by
the indicated person were exercised.

In the 60 days prior to and including January Z8)2 our executive officers and directors had tlewWing transaction in options to purchase
our common stock:

. On January 10, 2002, we granted James E. Matttmwsenior vice president of finance and chiedficial officer, an option under our
1996 plan exercisable for up to 25,000 shares o€ommon stock with an exercise price of $28.7 1gbare.

. On January 17, 2002, William L. Marks, a directrquired 3,000 shares of our common stock upercese of a stock option granted under
our 1986 plan at an exercise price of $3.33 peresha

Except as otherwise described above, there hawverme#ansactions in options to purchase our comstaek which were effected during the
60 days prior to January 28, 2002 by us or, tokoowledge, by any executive officer, director diliate of our company. For more detailed
information on the beneficial ownership of our coomstock, you can consult the beneficial ownersdlile on pages 3-4 of our definitive
proxy statement for our 2001 annual meeting ofldtolders.

11. Status of Options Acquired by Us in the Offeccounting Consequences of the Offer.

We will cancel all eligible options we acquire puast to the offer. In the case of the 1996 plantardl995 plan, the shares of common stock
subject to eligible options granted under thosaplaill be returned to the pool of shares availdbierants of new options under those pl:
subject to applicable laws and regulations. Toetktent such shares are not fully reserved for resei@pon exercise of the new options to be
granted in connection with the offer, the shardshei available for future awards to employees atier eligible plan participants without
further stockholder action, except as requiredgpliaable law or the rules of the Nasdaq Nationakkét or any other securities quotation
system or any stock exchange on which our comnamrk ¢ then quoted or listed. In the case of th@6lflan, the options that we accept for
exchange will simply be canceled and the shardswwilonger be available for option grants.

We believe that we will not incur any compensatapense solely as a result of the transactionsogriated by the offer because:

. we will not grant any new options until a busiméay that is at least six months and two days #ftedate that we accept and cancel eligible
options tendered for exchange;

. the exercise price of all new options will eqtied fair market value of the common stock on thte @& grant the new options;

. we have not made any oral or written agreemeimplied promise to compensate the employees ecttirs who accept this offer for any
increase in the market price of our common stoduning after the cancellation of tendered optibasprior to the granting of new options;
and
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. we have specified the number of shares thathgibubject to the new options, and this numbeotdimked in any way to the market price of
our common stock at the time of the grant of the& pptions.

We may incur compensation expense, however, if iatg@ny options to a tendering option holder waithexercise price lower than the
exercise price of any of that option holder's teadeptions before the first business day that isast six months and two days after the date
we cancel the eligible options accepted for excha@ur grant of those options to the tenderingooptiolder would be treated for financial
reporting purposes as a variable award to the egtanthe number of shares subject to the nevdntgd options is equal to or less than the
number of the option holder's tendered option shdrethis event, we would be required to recordaapensation expense the amount by
which the market value of the shares subject toévely granted options exceeds the exercise pfitteose shares. This compensation
expense would accrue as a charge to our earnirggstos vesting period of the newly granted optidiis. would adjust this compensation
expense periodically during the vesting period baseincreases or decreases in the market valtie ahares subject to the newly granted
options.

12. Legal Matters; Regulatory Approvals.

We are not aware of any license or regulatory piettmai appears to be material to our businesaniigitt be adversely affected by our
exchange of options and issuance of new optioesrtemplated by the offer, or of any approval ¢reotaction by any government or
governmental, administrative or regulatory autlyooit agency, domestic or foreign, that would beunesgl for the acquisition or ownership of
our options as contemplated herein. Should any apphoval or other action be required, we preseastiytemplate that we will seek such
approval or take such other action. We cannot asguu that any such approval or other action, éde&l, would be obtained or would be
obtained without substantial conditions or thatfdikire to obtain any such approval or other actiught not result in adverse consequences
to our business. Our obligation under the offesdoept tendered options for exchange and to issweoptions for tendered options is subject
to the conditions described in

Section 6.

13. Material U.S. Federal Income Tax Consequences.

The following is a general summary of the matdde®. federal income tax consequences of incentaekoptions and non-qualified stock
options and of the exchange of eligible optionsspant to the offer. This discussion is based onrttegnal Revenue Code, its legislative
history, Treasury Regulations under the InternalédRee Code and administrative and judicial integiirens thereof as of the date of the o
all of which are subject to change, possibly opteoactive basis. This summary does not discusx #ile tax consequences that may be
relevant to you in light of your particular circutasces, nor is it intended to be applicable inedpects to all categories of option holders.

U.S. Federal Income Tax Consequences of I ncentive Stock Options

Under current U.S. tax law, an option holder widlt nealize taxable income upon issuance or, gegetgdon exercise of an incentive stock
option under our stock incentive plans. An optiaitdier will recognize income when that option holdelis or exchanges the shares acquired
upon exercise of an incentive stock option. Thcome will be taxed at the applicable capital gaats if the sale or exchange occurs after the
expiration of the requisite holding periods. Geitgrdhe requisite holding periods expire two yeafter the date of grant of the incentive
stock option and one year after the date of adipisof the common stock pursuant to the exercigheoption.

If an option holder disposes of the common stocuaed pursuant to exercise of an incentive stqatioa before the expiration of the
requisite holding periods, the option holder watognize
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compensation income in an amount equal to therdifilee between the option price and the lesse) tfdifair market value of the shares on
the date of exercise and (i) the price at whiaghghares are sold. This amount will be taxed ahargd income rates. If the sale price of the
shares is greater than the fair market value owldite of exercise, the difference will be recogdiae gain by the option holder and taxed at
the applicable capital gains rate. If the salegdtthe shares is less than the option pricepphien holder will recognize a capital loss equal
to the excess of the option price over the saleepri

For these purposes, the use of shares acquiredaxgocise of an incentive stock option to pay thtiom price of another option (whether or
not it is an incentive stock option) will be considd a disposition of the shares. If this dispositiccurs before the expiration of the requisite
holding periods, the option holder will have thensatax consequences as are described above inetteding paragraph. If the option holder
transfers any such shares after holding them frehuisite holding periods, that option holderagalty will not recognize any income due to
the transfer. When an option holder uses sharearafommon stock to pay the exercise price forlarobption, whether or not the transfel
shares were acquired pursuant to an incentive stptikn and regardless of how long the option holdes held those shares, the basis of the
new shares received pursuant to the exercise &itldmputed in two steps. In the first step, a nurobaew shares equal to the number of
older shares tendered (in payment of the optiom@scése) is considered exchanged under InternaéRey Code ss.1036 and the rulings
thereunder; and these new shares receive the saEdiedhperiod and the same basis the option hdiddrin the old tendered shares, if any,
plus the amount included in income from the deesadd of the old shares and the amount of casther obnstock consideration paid for the
new shares, if any. In the second step, the nuotheew shares received by the option holder in exoé the old tendered shares receives a
basis of zero, and the option holder's holdingqaewith respect to those shares commences uponisxer

An option holder may have tax consequences uportisesof an incentive stock option if the aggredatemarket value of shares of the
common stock subject to incentive stock optionscitiirst become exercisable by an option holdearip one calendar year exceeds
$100,000. If this occurs, the excess shares wiltdeged as though they are subject to a nongeclifiock option instead of an incentive stock
option. In addition, except in the case of an aptiolder's death or disability, if an option is miged more than three months after the option
holder's termination of employment, the option esas be treated as an incentive stock option @isdbject to taxation under the rules
eligible to nonqualified stock options. Upon exsecof an option with respect to these shares, tieroholder will have the tax consequen
described below with respect to the exercise ofjnafified stock options.

Finally, except to the extent that an option hokigs recognized income with respect to the exedfis@ incentive stock option (as described
in the preceding paragraphs), the amount by whietdir market value of a share of the common s&idke time of exercise of the incentive
stock option exceeds the option price will be ideld in determining an option holder's alternativeimum taxable income, and may cause
the option holder to incur an alternative minimwar lLiability in the year of exercise.

There will be no tax consequences to ADTRAN upsnasice or, generally, upon exercise of an incestivek option. This means we will
generally not be entitled to a deduction with respe an incentive stock option. However, to theeakthat an option holder recognizes
ordinary income upon exercise, as described abeegenerally will have a deduction in the same amhou

U.S. Federal Income Tax Consequences of Non-Qualified Stock Options.

Neither ADTRAN nor the option holder has U.S. fedéncome tax consequences from the issuance afuadified (i.e., no-incentive) stock
options. Generally, in the tax year when an option
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holder exercises nonqualified stock options, thgoagholder recognizes ordinary income in the amdayrwhich the fair market value of the
shares at the time of exercise exceeds the optioa for such shares, and that amount will be suligeFICA and FUTA taxes. We generally
will have a deduction in the same amount as thaard income recognized by the option holder in @xryear in which or with which the
option holder's tax year (of exercise) ends.

If an option holder pays the option price of anothgtion (regardless of whether it is an incenst@ck option or nonqualified stock option)
with stock acquired on the open market or stockigied through exercise of a nonqualified stockaptithat option holder generally will not
recognize any income due to the transfer. The ldigle new shares received pursuant to the exewilsbe computed in two steps. In the
first step, a number of new shares equal to thebeurof older shares tendered (in payment of thep'stexercise) is considered exchanged
under Internal Revenue Code ss.1036 and the ruliregsunder; and these new shares receive thelsadirg period and the same basis the
option holder had in the old tendered shares,)if plus the amount included in income from the degrsale of the old shares and the amount
of cash or other nonstock consideration paid ferrtew shares, if any. In the second step, the nuaflyeew shares received by the option
holder in excess of the old tendered shares rezeivasis of zero, and the option holder's holgargpd with respect to those shares
commences upon exercise.

U.S. Federal Income Tax Consequences of the Exchange of Eligible Options.

The option holders who exchange outstanding ebgilgitions for new options will not be required éocagnize income for U.S. federal incc
tax purposes at the time of the exchange. We hetieat the exchange will be treated as a non-texatthange.

At the grant date of the new options, the optioldéis who receive new options will not be requitedecognize additional income for U.S.
federal income tax purposes. The grant of optisit recognized as taxable income.

Your new options will be granted as incentive stopkions to the maximum extent they qualify as s&air options to qualify as incentive
stock options, the value of shares subject to aptthat first become exercisable by an option haldany calendar year cannot exceed
$100,000, as determined using the option exercise.prhe excess value is deemed to be a non-muhsifock option. Even though you may
not have exceeded this $100,000 limit in the ygars eligible options were granted, you may exdiedimit upon the grant of the new
options. This result may be caused by your tentlseweral eligible option grants of incentive stagkions, which were originally granted in
separate years, but which are exchanged for nelangpall granted in the same year. The limit map dle exceeded if the exercise price of
the new options exceeds that of the eligible opti@mdered or if the vesting of the new optionslaps with other grants of incentive stock
options. To the extent the exercise price of the aptions is less than the exercise price of thddeed eligible options, you are less likely to
exceed the $100,000 limit. In addition, the faetttyour new options will be exercisable for fewkeares of common stock than your tendered
eligible options will also help you to avoid excaegthe limit.

To the extent you do exceed the limit for incensweck options, a portion of your new options \alve to be granted as non-qualified stock
options. We will grant new incentive stock optidageplace your tendered options, starting witldézad options with the earliest grant da
until the limit is reached. We will then grant neen-qualified stock options to replace the remajriendered eligible options.
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Any new option granted as an incentive stock optiihbe considered to be the grant of an entiredy option. This means that the holding
periods discussed above for incentive stock optigtigsun from the date of grant of the new optipregardless of how long you held any
options you tendered.

We recommend that you consult your own tax adwigthr respect to the U.S. federal, state and laaktbnsequences of participating in the
offer, and any foreign tax laws that may apply ¢oiy

14. Extension of the Offer; Termination; Amendment.

We expressly reserve the right, in our discretairgny time and from time to time, and regardldsghether or not any event set forth in
Section 6 has occurred or is deemed by us to heagri@d, to extend the period of time during whtteh offer is open and thereby delay the
acceptance for exchange of any options by givirigem notice of such extension to the option hadarmaking a public announcement of
the extension.

We also expressly reserve the right, in our redslerjadgment, prior to the expiration date to teraté or amend the offer and to postpone
acceptance and cancellation of any options tenderezkchange upon the occurrence of any of thelitions specified in Section 6, by givi
written notice of such termination or postponenterthe option holders or making a public announagméthe termination or postponeme
Our reservation of the right to delay our acceptaantd cancellation of options tendered for exchamgmited by Rule 13e-4(f)(5) under the
Securities Exchange Act, which requires that wetrpag the consideration offered or return the optitendered promptly after terminatior
withdrawal of a tender offer.

Subject to compliance with applicable law, we fertheserve the right, in our discretion, and relggslof whether any event set forth in
Section 6 has occurred or is deemed by us to hesugri@d, to amend the offer in any respect, inclgdivithout limitation, by decreasing or
increasing the consideration offered in the offeoption holders or by decreasing or increasingitimaber of options being sought in the
offer.

Amendments to the offer may be made at any timeframa time to time by public announcement of theeadment. In the case of an
extension, the amendment must be issued no laer&id0 a.m., Central Standard Time, on the nesinless day after the last previously
scheduled or announced expiration date. Any pasiitouncement made pursuant to the offer will bseslignated promptly to option holders
in a manner reasonably designated to inform ogtaiders of the change.

If we materially change the terms of the offerlme tnformation concerning the offer, or if we wasvenaterial condition of the offer, we will
extend the offer to the extent required by Rules-4@1)(2) and 13e-4(e)(3) under the Securities Brgk Act. These rules require that the
minimum period during which an offer must remairengollowing material changes in the terms of tffercor information concerning the
offer, other than a change in price or a changeieentage of securities sought, will depend orfabes and circumstances, including the
relative materiality of such terms or information.

If we decide to take any of the following actiom& will publish notice or otherwise inform you irriting of such action:
(a) we increase or decrease the amount of consimleiafered for the eligible options;
(b) we decrease the number of options eligibleetdeimdered in the offer; or
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(c) we increase the number of options eligibleaddndered in the offer by an amount that exce@esfzhe shares of common stock issu
upon exercise of the options that are subjectemffer immediately prior to the increase.

If the offer is scheduled to expire at any timdieathan the tenth business day from, and inclgdihe date that notice of such increase or
decrease is first published, sent or given in th@mer specified in this
Section 14, we will extend the offer so that thiefs open at least 10 business days followingptlgication, sending or giving of notice.

15. Fees and Expenses.

We will not pay any fees or commissions to any krokiealer or other person for soliciting tenddrsligible options pursuant to this offer to
exchange.

16. Additional Information.

We have filed with the SEC a Tender Offer StatensenSchedule TO, of which this offer to exchange [mart, with respect to the offer. This
offer to exchange does not contain all of the imfation contained in the Schedule TO or the exhibithe Schedule TO. We recommend that
you review the Schedule TO, including its exhibétsd the following materials which we have filedtwihe SEC before making a decision
whether to tender your options:

. Our annual report on Form 10-K for our fiscaliyeaded December 31, 2000, filed with the SEC oncki&0, 2001,

. Our quarterly report on Form 10-Q for our fisgahrter ended March 31, 2001, filed with the SEQ/ay 14, 2000;

. Our quarterly report on Form 10-Q for our fisgahrter ended June 30, 2001, filed with the SE@ugust 14, 2000;

. Our quarterly report on Form 10-Q for our fisqahrter ended September 30, 2001, filed with th€ 8& November 14, 2001;

. Our proxy statement relating to our 2001 Annualelting of Stockholders filed with the SEC on Maé¢t2001; and

. The description of our common stock includedun kegistration statement on Form 8-A, which wéedfiwith the SEC on August 8, 1994,
together with all amendments or reports updatimgdiscription.

The SEC file number for these filings is 0-2461Be3e filings, our other annual, quarterly and airreports, our proxy statements and our
other SEC filings may be examined, and copies neaglttained, at the following SEC public referermams:

450 Fifth Street, N.W. 500 West Madison Stree t
Room 1024 Suite 1400
Washington, D.C. 20549 Chicago, Illinois 6066 1

You may obtain information on the operation of public reference rooms by calling the SEC at 1-88%£-0330. Our SEC filings are also
available to the public on the SEC's Internet aitbttp://www.sec.gov.
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Our common stock is quoted on the Nasdaq Natioraakkt under the symbol "ADTN," and our SEC filirgn be read at the following
Nasdaq addres

Nasdaq Operations 1735 K Street, N
Washington, D.C. 20006

We will also provide without charge to each persmwhom a copy of this offer to exchange is delakrupon the written or oral request of
any such person, a copy of any or all of the docum® which we have referred you, other than dihtb such documents (unless such
exhibits are specifically incorporated by referemte such documents). Requests should be diréoted

ADTRAN, Inc.
Attention: James Matthews
901 Explorer Boulevard
Huntsville, Alabama 35806-2807

or by telephoning us at (256) 963-8000 betweerthas of 9:00 a.m. and 5:00
p.m., Central Standard Time.

As you read the documents listed in this Sectioryb@ may find some inconsistencies in informafimm one document to another. If you
find inconsistencies between the documents, ordmtva document and this offer to exchange, youldhiely on the statements made in the
most recent document.

The information contained in this offer to exchaadpput ADTRAN should be read together with the iinfation contained in the documents
to which we have referred you.

17. Miscellaneous.

This offer to exchange and our SEC reports refeiwed Section 16 above include "forward-lookingtetnents" that reflect our current
expectation and projections about our future respkrformance, prospects and opportunities. Wked in this offer to exchange, the words
"may," "will," "anticipate," "believe," "estimate;'expect,” "intend," "plan," "could," "should," "watd," and other similar expressions as they
relate to our company or our management are intetwilentify these forward-looking statements. gtitements by us regarding our
expected future financial position and operatirguhs, our business strategy, our financing plantsexpected capital requirements, forece
trends relating to our services or the marketstiiclvwe operate and similar matters are forwardkileg statements. These forward-looking
statements are based on current information, whizhave assessed but which by its nature is dynantdcsubject to rapid and even abrupt
changes. Our actual results could differ materitatiyn those stated or implied by such forward-lamkstatements due to risks and
uncertainties associated with our business. Fatttatscould cause such a difference for us in cotime with the stock option exchange
include, but are not limited to: the accountingtneent of the stock option exchange; changes itréaiing price of our common stock during
the stock option exchange and in the period betwleeigancellation of tendered options and the rsseiaf new options under the stock
option exchange; corporate developments affectinigatween the cancellation of tendered optionslmissuance of new options under the
stock option exchange; changes in the economicitionsl of the various markets we serve which caddersely affect the market for our
products; the effect of competition; the acceptaofogur product offering by our target customens; ability to retain customers; our ability
maintain our cost, market penetration and prictngcsure in the face of competition; technologichallenges in developing our products and
customer acceptance of
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such products if developed; the impacts on theailabhd domestic economies and the financial maetscent terrorist activities, the
ensuing declaration of war on terrorism and theinard threat of terrorist activity and other aatsvar or hostility; and other factors detailed
in the documents we filed with the SEC, including annual report on Form 10-K filed on March 30020The forward-looking statements
should be considered in the context of these &stofs. Investors and prospective investors artaread not to place undue reliance on such
forward-looking statements. We undertake no ohbiigeto publicly update or revise any forward-loakistatements, whether as a result of
new information, future events or otherwise.

We are not aware of any jurisdiction where the mgldf the offer is not in compliance with applicatdw. If we become aware of any
jurisdiction where the making of the offer is notdompliance with any valid applicable law, we wilake a good faith effort to comply wi
such law. If, after such good faith effort, we cancomply with such law, the offer will not be maibe nor will tenders be accepted from or
on behalf of, the option holders residing in suafisgiction.

WE HAVE NOT AUTHORIZED ANY PERSON TO MAKE ANY RECOMENDATION ON OUR BEHALF AS TO WHETHER YOU
SHOULD TENDER OR REFRAIN FROM TENDERING YOUR ELIGIE OPTIONS PURSUANT TO THE OFFER. YOU SHOULD
RELY ONLY ON THE INFORMATION CONTAINED IN THIS DOCWENT OR ANY DOCUMENT TO WHICH WE HAVE
REFERRED YOU. WE HAVE NOT AUTHORIZED ANYONE TO GIVEOU ANY INFORMATION OR TO MAKE ANY
REPRESENTATIONS IN CONNECTION WITH THE OFFER OTHHRIAN THE INFORMATION AND REPRESENTATIONS
CONTAINED IN THIS DOCUMENT OR IN THE RELATED ELECTON FORM. IF ANYONE MAKES ANY RECOMMENDATION OR
REPRESENTATION TO YOU OR GIVES YOU ANY INFORMATIONYOU MUST NOT RELY UPON THAT RECOMMENDATION,
REPRESENTATION OR INFORMATION AS HAVING BEEN AUTHORED BY US.

ADTRAN, Inc.
January 28, 2002

40



SCHEDULE A

INFORMATION CONCERNING THE DIRECTORSAND EXECUTIVE
OFFICERS OF ADTRAN, INC.

The directors and executive officers of ADTRAN, laad their positions and offices as of Januan2p82, are set forth in the following
table:

Name Position Held

Mark C. Smith Chairman o f the Board and Chief Executive Officer

Howard A. Thrailkill President, Chief Operating Officer and Director

James E. Matthews Senior Vic e President/Finance and Chief Financial Officer

Peter C. Voetsch Senior Vic e President - Operations

Danny J. Windham Senior Vic e President and General Manager - Enterprise Networ ks Division
Thomas R. Stanton Senior Vic e President and General Manager - Carrier Networks Division

P. Steven Locke Vice Presi dent - Carrier Networks Marketing

Robert A. Fredrickson Vice Presi dent - Carrier Networks Sales

Steven L. Harvey Vice Presi dent - Competitive Service Provider and Enterprise Networks Sales
Everette R. Ramage Vice Presi dent - Enterprise Networks Engineering

Kevin W. Schneider Vice Presi dent - Technology

W. Frank Blount Director

William L. Marks Director

Lonnie S. McMillian Director a nd Secretary

Roy J. Nichols Director

James L. North Director

The address of each director and executive officar’o ADTRAN, Inc., 901 Explorer Boulevard, Huwitle, Alabama 3580-2807.



EXHIBIT (a)(1)(B)
FORM OF ELECTION FORM CONCERNING EXCHANGE OF OPTIONS
ELECTION FORM

Concerning Exchange of Options to Purchase Sh&ai@sramon Stock That Have an Exercise Price of ast.840.00 Per Share and Were
Granted Prior to September 30, 2000 and Are Hel®ption Holders Who Have Not Received Options Afielly 23, 2001 Granted Under:

The ADTRAN, Inc. Amended and Restated 1996 Emplsyreentive Stock Option Plan,
The ADTRAN, Inc. Amended and Restated 1995 Directors Stock Option Plan
and
The ADTRAN, Inc. 1986 Employee | ncentive Stock Option Plan
For New Options Pursuant To The Offer To Exchange Dated January 28, 2002

THE OFFER AND WITHDRAWAL RIGHTSEXPIRE AT
9:00 P.M., CENTRAL STANDARD TIME,
ON MONDAY, FEBRUARY 26, 2002, UNLESSTHE OFFER IS EXTENDED.

To: James Matthews

Senior Vice President/Finance and Chief Financfatér
ADTRAN, Inc.

901 Explorer Boulevard

Huntsville, Alabama 35806-2807

Telephone: (256) 963-8000

Facsimile: (256) 963-8004

DELIVERY OF THISELECTION FORM TO AN ADDRESSOTHER THAN AS
SET FORTH ABOVE OR TRANSMISSION VIA FACSIMILE TO A NUMBER
OTHER THAN ASSET FORTH ABOVE WILL NOT CONSTITUTE
A VALID DELIVERY.

Pursuant to the terms and subject to the conditibtize Offer to Exchange dated January 28, 200lis Election Form, | hereby tender the
following options to purchase shares of commonkstpar value $.01 per share, outstanding undeABERAN, Inc. Amended and Restated
1996 Employees Incentive Stock Option Plan, as aedrnthe ADTRAN, Inc. Amended and Restated 1998dars Stock Option Plan, as
amended, and/or the ADTRAN, Inc. 1986 Employee mtige Stock Option Plan, as amended, which weratgdhprior to September 30,
2000 and have an exercise price of at least $48=08hare (the "Eligible Option Shares") (to valitinder such options you must complete
the following table according to instructions 2 @dn page 5 of this Election Forn



Total Number of Eligible Name of Stock Inc entive
Option Grant Exercise Price of Opti on Option Shares Subjectto  Plan Under Which Option
Date (1) (Per Option Share) Option (2) Was Granted ( 3)

L A A A I

(1) List each option on a separate line even ifetban one option was issued on the same grantiEata option grant for which you have a
separate stock option agreement is consideredaaiegeption for this purpose.

(2) Provide the total number of option shares foicl the option remains outstanding (i.e., for whilce option has not been exercised) in
column. All such eligible option shares for eachrgryou specify in this table must be tendered.

(3) Identify the plan under which the option waarged (i.e., the 1996 plan, the 1995 plan or tf86389an).
To ADTRAN, Inc.:

Upon the terms and subject to the conditions s#t fa the Offer to Exchange dated January 28, Z2€@2"Offer to Exchange"), my receipt
which | hereby acknowledge, and set forth in tHecEon Form (which, together with the Offer to Bange, as they may be amended from
time to time, constitutes the "Offer"), I, the ursigned, hereby tender to ADTRAN, Inc., a Delawaseporation (the "Company"), the
options to purchase shares ("Eligible Option SHa@scommon stock, par value $.01 per share, ef@ompany (the "Common Stock")
having an exercise price of at least $40.00 pereshad granted prior to September 30, 2000 spddifi¢he table on page 2 of this Election
Form (the "Eligible Options") in exchange for "N@ptions," which are new options to purchase shaff€mmon Stock. | understand that
for each Eligible Option | tender and the Compacgepts for exchange, | will receive a New Optiorreisable for a number of shares of
Common Stock equal to three shares for every fligitle Option Shares subject to the Eligible Optibat | tender hereby, plus the
remaining shares, if any, if the number of Eligiflption Shares subject to my tendered Eligible @pis not divisible by four, in each case
adjusted for any stock splits, reverse stock smitsck dividends and similar events. Each New @pwill be vested to the same extent and in
the same proportion as the corresponding tenddigithlE Option would have been vested on the dageGompany grants the New Option
and will continue to vest on the same scheduleiratite same proportion as the tendered EligibléddpiThe exercise price of the New
Options will be equal to the last reported salegduring regular trading hours of the Companyraroon stock on the Nasdag National
Market on the day of the grant of the New Optidnsaddition, all New Options will be subject to ttegms of the ADTRAN, Inc. Amended
and Restated 1996 Employees Incentive Stock Optian, as amended, or the ADTRAN, Inc. Amended amstaed 1995 Directors Stock
Option Plan, as amended, depending on which pkulNgw Options are granted under and applicable éslsegulations, and will be subj
to a new option agreement between the Company @&xd m



Subject to, and effective upon, the Company's @acep for exchange of the Eligible Options tendevih this Election Form in accordance
with the terms and subject to the conditions of@fer (including, if the Offer is extended or anded, the terms and conditions of any such
extension or amendment), | hereby sell, assigrtramgfer to, or upon the order of, the Companyiglit, title and interest in and to all of the
Eligible Options that | am tendering hereby. | amkifedge that the Company has advised me to cowshlimy own advisors as to the
consequences of participating or not participatmtpe Offer. | agree that this Election Form issamendment to the option agreement or
agreements to which the Eligible Options | am teimdeare subject. | hereby represent and warrattithave full power and authority to
tender the Eligible Options tendered hereby ang titaen and to the extent such Eligible Optionsaameepted for exchange by the Company,
such Eligible Options will be free and clear of sdkcurity interests, liens, restrictions, chargesumbrances, conditional sales agreements or
other obligations relating to the sale or transfesuch Eligible Options, other than pursuant ®applicable option agreement, and such
Eligible Options will not be subject to any adveck®ms. Upon request, | will execute and delivey additional documents deemed by the
Company to be necessary or desirable to completexbhange of the Eligible Options | am tenderiagehy.

All authority herein conferred or agreed to be eordd shall not be affected by, and shall surviwg death or incapacity, and all of my
obligations hereunder shall be binding upon mydhgiersonal representatives, successors and asSigiept as stated in the Offer, this ter
is irrevocable.

By execution of this Election Form, | understandtttenders of Eligible Options pursuant to the pchoe described in Section 3 of the Offer
to Exchange and in the instructions to this Eleciorm will constitute my acceptance of the termd eonditions of the Offer. The
Company's acceptance for exchange of Eligible @pttendered pursuant to the Offer will constitutéraling agreement between the
Company and me upon the terms and subject to tditaans of the Offer.

| acknowledge that upon the Company's acceptanEéigible Options tendered by me pursuant to thieQsuch Eligible Options shall be
canceled and | shall have no right to purchaseksinder the terms and conditions of such cancgitidms after the date of the Company's
acceptance.

| acknowledge that the New Options | will receil¢ Will not be granted until the 30-day period framd after the first business day that is at
least six months and two days after the date thgght# Options tendered hereby are accepted fanamge and canceled and (2) will be
subject to the terms and conditions set forth @& option agreement between the Company and mevilhe forwarded to me after the
grant of the New Options. | also acknowledge thaubkt be an employee or director of the Compantherdate the New Options are granted
and must otherwise be eligible under the Compastgtsk incentive plans on the date the New Optisagjganted in order to receive New
Options. | further acknowledge that, if | am noteanployee or director of the Company on the dage\taw Options are granted, | will not
receive any New Options or any other considerdtiothe Eligible Options that | tender and that aceepted for exchange pursuant to the
Offer.

The name and social security number of the regidtholder of the Eligible Options tendered herglyyeamr below exactly as they appear on
the option agreement or agreements representifgEligible Options. The Eligible Options that | daemdering represent all of the Eligible
Option Shares subject to each such Eligible Optiothe appropriate boxes of the table on pagehaye listed the grant date, the exercise
price, the total number of Eligible Option Sharabject to the Eligible Option and the plan underchithe Eligible Option was granted for
each Eligible Option | am tendering. | understamat { may tender any or all of my option grantsstariding under the plans that have an
exercise price of at least $40.00 per share and granted prior to September 30, 2000 and that hetmequired to tender any of such
options in the Offer. | also understand that abo¢h Eligible Options properly tendered priortte tExpiration Date" (as defined in the
following sentence) and accepted and



not properly withdrawn will be exchanged for Newtiops, upon the terms and subject to the conditadrike Offer, including the conditions
described in Sections 1 and 6 of the Offer to Erglea The term "Expiration Date" means 9:00

p.m., Central Standard Time, on February 26, 200ss and until the Company, in its discretiors, é&etended the period of time during
which the Offer will remain open, in which evenetterm "Expiration Date" refers to the latest tiamel date at which the Offer, as so
extended, expires. | have not received any opfiimms the Company after July 23, 2001.

| recognize that, under certain circumstancesas#t fn the Offer to Exchange, the Company may teate or amend the Offer and postpone
its acceptance and cancellation of any Eligiblei@yst tendered for exchange. In any such eventdérstand that the Eligible Options
delivered herewith but not accepted for exchandiebeireturned to me at the address indicated helow

THE OFFER IS NOT BEING MADE TO (NOR WILL TENDERS CBPTIONS BE ACCEPTED FROM OR ON BEHALF OF) HOLDERS
IN ANY JURISDICTION IN WHICH THE MAKING OR ACCEPTANCE OF THE OFFER WOULD NOT BE IN COMPLIANCE WITH
THE LAWS OF SUCH JURISDICTION.

All capitalized terms used in this Election Fornt bat defined shall have the meaning ascribedémti the Offer to Exchange.
| have read, understand and agree to all of tmestaind conditions of the Offer.

HOLDER PLEASE SIGN HERE
(See Instructions 1 and 4)

You must complete and sign the following exactlyasr name appears on the option agreement orragres evidencing the Eligible
Options you are tendering. If you are not signimgaur individual capacity, please indicate onlthe below your name whether you are
signing as a trustee, executor, administrator,djaar attorney-in-fact, officer of a corporationasrother person acting in a fiduciary or
representative capacity, along with the signefldifle, and include with this Election Form prapavidence of the authority of such person to
act in such capacity.

SIGNATURE OF OWNER

X
(Signature of Holder or Authorized Signatory)
Date: , 2002
Name:
(Please Print)
(Please print title if signing in a representathapacity)
Address:

(Please include ZIP code)

Telephone No. (with area code):

Tax | D/ Social Security No.:




INSTRUCTIONS
FORMING PART OF THE TERMSAND CONDITIONS OF THE OFFER

1. Delivery of Election Form. A properly completadd duly executed original of this Election Form gdacsimile of this form), and any
other documents required by this Election Form,trbeseceived by the Company at its address st éorthe front cover of this Election
Form on or before the Expiration Date.

THE METHOD BY WHICH YOU DELIVER ANY REQUIRED DOCUMBETS IS AT YOUR OPTION AND RISK, AND THE
DELIVERY WILL BE DEEMED MADE ONLY WHEN ACTUALLY RECEIVED BY THE COMPANY. IN ALL CASES, YOU SHOULD
ALLOW SUFFICIENT TIME TO ENSURE TIMELY DELIVERY.

Tenders of Eligible Options made pursuant to thieiQhay be withdrawn at any time prior to the Eafimn Date. If the Offer is extended by
the Company beyond that time, you may withdraw ytendered options at any time until the extendqration of the Offer. In addition,
although the Company currently intends to accept yalidly tendered Eligible Options promptly aftee expiration of the Offer, unless the
Company accepts your tendered Eligible Optionsreef@:00 midnight, Eastern Time, on Monday, MarbhZ002, you may withdraw your
tendered Eligible Options at any time after Maréh 2002. To withdraw tendered Eligible Options youst deliver a notice of withdrawal, or
a facsimile of the notice, with the required infation to the Company while you still have the rightvithdraw the tendered Eligible Optio
You must withdraw all previously tendered Eligil@gtions. Withdrawals may not be rescinded and laitiie Options withdrawn will
thereafter be deemed not properly tendered forqaap of the Offer unless such withdrawn Eligibldi@ys are properly re-tendered prior to
the Expiration Date by following the proceduresatiéged above.

The Company will not accept any alternative, canddl or contingent tenders. All tendering Optioaldters, by execution of this Election
Form (or a facsimile of it), waive any right to edee any notice of the acceptance of their tenebarept as provided for in the Offer to
Exchange.

2. Inadequate Space. If the space provided irBileistion Form is inadequate, the information retgekdy the table on page 2 of this Election
Form regarding the Eligible Options being tendesieduld be provided on a separate schedule attachbis form.

3. Tenders. If you intend to tender options purstiaa Offer, you must complete the table on pagéthis Election Form by providing the
following information for each Eligible Option thgbu intend to tender: grant date, exercise ptate) number of Eligible Option Shares
subject to the Eligible Option and the plan undarcl the Eligible Options were granted. The Compaillynot accept partial tenders of
Eligible Options. Accordingly, you may tender aflrmne of the Eligible Options Shares subject &Eligible Options you decide to tender.

4. Signatures on this Election Form. If this ElentForm is signed by the holder of the Eligible iOps$, the signature must correspond with
the name as written on the face of the option ages or agreements to which the Eligible Optiorssarbject, without alteration,
enlargement or any change whatsoever.

If this Election Form is signed by a trustee, exeguadministrator, guardian, attorney-in-factjc#f of a corporation or other person acting in
a fiduciary or representative capacity, such pestmuld so indicate when signing, and proper evidesatisfactory to the Company of the
authority of such person so to act must be subdittiéh this Election Form.
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5. Requests for Assistance or Additional Copiesy funestions or requests for assistance, as wedlcaeests for additional copies of the Offer
to Exchange or this Election Form may be directedbimes Matthews, Senior Vice President/FinanceCéuef Financial Officer, at the
address and telephone number given on the fromraufithis Election Form. Copies will be furnishemptly at the Company's expense.

6. Irregularities. All questions as to the numbkEligible Option Shares subject to Eligible Optiaio be accepted for exchange, and the
validity, form, eligibility (including time of redet) and acceptance for exchange of any tendeligibie Options will be determined by the
Company in its discretion, which determinationslidba final and binding on all parties. The Compaegerves the right to reject any or all
tenders of Eligible Options the Company determim&sto be in proper form or the acceptance of whithhe opinion of the Company's
counsel, may be unlawful. The Company also resgheegight to waive any of the conditions of thdedfand any defect or irregularity in the
tender of any particular Eligible Options, and @ampany's interpretation of the terms of the Offiecluding these instructions) will be final
and binding on all parties. No tender of Eligiblpti@ns will be deemed to be properly made untibeflects and irregularities have been ct
or waived. Unless waived, any defects or irregti&giin connection with tenders must be cured withich time as the Company shall
determine. Neither the Company nor any other peissonwill be obligated to give notice of any detfeor irregularities in tenders, and no
person will incur any liability for failure to giveny such notice.

IMPORTANT: THIS ELECTION FORM (OR A FACSIMILE COPYF THIS ELECTION FORM) TOGETHER WITH ALL OTHER
REQUIRED DOCUMENTS MUST BE RECEIVED BY THE COMPANYON OR PRIOR TO THE EXPIRATION DATE.

7. Important Tax Information. You should refer tec8on 13 of the Offer to Exchange, which contamportant U.S. federal income tax
information.



Exhibit (a)(1)(C)
FORM OF LETTER TO ELIGIBLE OPTION HOLDERS
[ADTRAN LETTERHEAD]
January 28, 2002
Dear ADTRAN option holder:

Due to recent stock market volatility, you holdct@ptions with an exercise price that greatly exissthe current market price of our
common stock. Because our board of directors rdzegihat these out-of-the-money stock options naycurrently be providing
performance incentives for our valued employeesdiarettors, the board has considered a number g$ weaprovide you with the benefit of
options that over time may have a greater potetttiaicrease in value.

As a result, | am happy to announce that we wfltiofo exchange your outstanding options under®onended and Restated 1996 Employ
Incentive Stock Option Plan, our Amended and Redtaf95 Directors Stock Option Plan and 1986 Eng#eyincentive Stock Option Plan
that have an exercise price of at least $40.0GIpe@re and were granted prior to September 30, @@60eligible options") for new options

we will grant under the 1996 plan and the 1995 pla will not accept partial tenders of option gsaccordingly, you may only tender
eligible options for all or none of the shares ofntnon stock subject to each of your eligible opagneements. You also have the right to
choose not to tender any of your eligible optidffe are limiting the offer to option holders who bawt received options after July 23, 2001.

For each eligible option that you tender and weeptéor exchange, you will receive a new optionreisable for a number of shares of
common stock equal to three shares for every foares subject to the tendered eligible optionss file remaining shares, if any, to the ex
the number of shares subject to the tendered oj#tinat divisible by four, in each case as adjusbedny stock splits, reverse stock splits,
stock dividends and similar events. Subject taiénms and conditions of the offer to exchange, wkgnant the new options during the 30-
day period commencing at least six months and &ys @fter the date we accept and cancel the teshdpt®ons. The per share exercise price
of all new options will equal the last reportedesatice during regular trading hours of our commatotk on the Nasdag National Market on
the date we grant the new options. The delay inngsnew options is a result of accounting regatagito which we are subject. If we accept
and cancel the tendered options on February 2@ a8@urrently scheduled, we will grant the newasyst during the 30-day period from and
after August 28, 2002. If you accept the offer, ydll not be eligible for any additional option gvia prior to August 28, 2002.

By tendering your eligible options, you acknowlediyat upon our acceptance of those eligible optisash eligible options will be canceled
and you will have no right to purchase stock urtderterms and conditions of those canceled optdtes the date of our acceptance.

You must be an employee or director of ADTRAN oe tlate we grant the new options in order to receéwe options. If you are not an
employee or director on the date we grant the naios, you will not receive any new options or axlyer consideration for the options
tendered by you and canceled by us.

Each of your new options will be vested to the saxtent and in the same proportion as your cormedipg tendered eligible option would
have been vested on the date of grant of the néiansp



To the extent unvested, the new option will corgina vest on the same schedule and in the samertimpas the tendered eligible option.
Each of your new options will expire on the sameds your corresponding tendered eligible optionlad have expired.

The board of directors makes no recommendation adéther you should tender or refrain from temesiour eligible options in the offer.
You must make your own decision whether to tendeir gligible options. WE CANNOT GUARANTEE THAT THEEW OPTIONS WILL
HAVE A LOWER EXERCISE PRICE THAN YOUR CURRENT ELIBLE OPTIONS.

Our offer is being made under the terms and sulbjettte conditions of an offer to exchange andaed election form which are enclosed
with this letter. You should carefully read theiembffer to exchange and election form before glenide whether or not to tender your
eligible options. A tender of options involves sskat are discussed in the offer to exchangeefder options, you will be required to
properly complete and return to us the electiomfand any other documents specified in that forrthieyexpiration date of our offer.

If you have any questions about the offer, pleasieJames Matthews, Senior Vice President/FinandeGhief Financial Officer, at (256)
963-8000.

We thank you for your continued efforts on beh&lABDTRAN.

Sincerely,

/sl Mark C. Smith

Mark C. Snmith

Chai rman and Chi ef Executive O ficer
Enclosures



Exhibit (a)(1)(D)

EMAIL COMMUNICATION TO ELIGIBLE OPTION HOLDERS
DATED JANUARY 28, 2002

To:  ADTRAN Eligible Option Holders

From: ADTRAN, Inc.

Date: January 28, 2002

Re: IMPORTANT: ADTRAN Stock Option Exchange O ffer

We are pleased to announce that ADTRAN is launchimgnportant stock option exchange program fotageeligible options granted under
our stock incentive plans. Attached to this emabksage is important information about the stocloapxchange offer. The attachments
consist of the following documents:

1. Letter to ADTRAN Eligible Option Holders

2. Offer to Exchange dated January 28, 2002

3. Election Form Concerning Exchange of Stock Qystio
4. Form of Notice of Withdrawal

We urge you to read each of these documents ciyrefufou would like a paper copy of any of thesecuments to be delivered to you, ple
contact Pat Gill at (256) 9-8220, email: pat.gill@adtran.col



Exhibit (2)(1)(E)

PRESS RELEASE DATED JANUARY 28, 2002
ANNOUNCING THE OFFER

ADTRAN Inc. Announces Voluntary Stock Option Exchange Program

HUNTSVILLE, Ala.--(BUSINESS WIRE)--Jan. 28, 2002-EARAN, Inc. (Nasdaq:ADTN) today announced thaBtsard of Directors has
approved a voluntary stock option exchange prodmarits employees, executive officers and directors

"The retention of our valued employees and direci®the key to our continued growth and successd Mark Smith, Chairman and Chief
Executive Officer of ADTRAN. "Stock options provi@evaluable incentive to our employees and directoaximizing stockholder value".

Under the option exchange program, holders of aptto purchase ADTRAN common stock who have natived options after July 23,
2001 will be given the opportunity to exchange ereised stock options with exercise prices of asi&40 per share. For every four shar
an eligible option, three shares will be made aldd under the new option grant. The exercise mficke new options will equal the last
reported trading price of ADTRAN common stock oa ttew grant date. The new grant date will be nbbegdhan six months and two days
after the expiration of the offer to exchange. Omsito purchase approximately 1,490,400 share©DdmAN common stock are expected to
be eligible for participation in the program. Fbetyear ended December 31, 2001, weighted avehagessoutstanding assuming dilution
were 38,676,187. ADTRAN does not expect that tigliebe any variable compensation charges as dtresthis stock option exchange
program.

ADTRAN is filing a Tender Offer Statement on SchiedliO with the Securities and Exchange Commissg&#Q) that provides additional
information concerning the stock option exchangspam.

About ADTRAN

ADTRAN, Inc. is an established supplier of advantedsmission products that provide users accesglay's expansive telecommunicatit
networks. Widely deployed in carrier, enterprisd giobal networks worldwide, ADTRAN products suppalt major digital access
technologies. ADTRAN equipment is widely deployadnbajor Incumbent Local Exchange Carriers, Intehexge Carriers, ISPs,
Competitive Local Exchange Carriers, internaticsealice providers, public and private enterpris@ésl original equipment manufacturers.

HHtH

This press release contains forward-looking statgsnehich reflect management's best judgment basddctors currently known. These
forward-looking statements can be identified by @gosuch as "believe," "may," "could,” "will," "estate,"” "anticipate,” "intend," "plan,"
"expect,” "should," "would" and similar expressiomfiese statements involve risks and uncertaiaesciated with our business, including
the successful development and market acceptaneanproducts, the degree of competition in theketafior such products, the product and
channel mix, component costs, manufacturing efficies, and other risks detailed in our annual tepoi~orm 10-K for the year ended
December 31, 2000 and described in the Schedultnd@Qve are filing with the SEC. Such risks andartainties could cause actual result
differ materially from those in the forwe-looking statements included in this press rele



Additional Information and Whereto Find It

ADTRAN is filing a Tender Offer Statement on SchiedliO with the SEC and is providing ADTRAN optionlters with an Offer to
Exchange and Election Form Concerning Exchangeptib@s containing information about the stock optéxchange program. Investors and
option holders are urged to read the Schedule A®©Qffer to Exchange and the Election Form cargfulien they become available. The
Schedule TO, the Offer to Exchange and the Eledtmmmn will contain important information about ADARI, the option exchange and
related matters. Investors and option holdersheilable to obtain free copies of the Schedule TeDexthibits to the Schedule TO on the
Internet through the website maintained by the SE®@ww.sec.gov. Free copies of these documentsadgobe obtained from ADTRAN by

request to ADTRAN, Inc., 901 Explorer Boulevard,rthville, Alabama 35806-2807, attention: Investeid®ons, telephone: (256) 963-
8000.

CONTACT:

Jim Matthews

Senior Vice President/CFO
256-963-8775

INVESTOR SERVICES/ASSISTANCE:
Charlene Little

256-963-8611

or

Pat Gill

256-963-8220



Exhibit (2)(1)(F)
FORM OF EMAIL CONFIRMATION OF RECEIPT OF ELECTION FORM

To:  [Name of Tendering Option Holder]
From: ADTRAN, Inc.

Date: , 2002

Re:  Confirmation of Receipt of Election Form

This email confirms our receipt of your ElectionrfroConcerning Exchange of Options, which sets fgdinr election to tender one or more
of your eligible options for cancellation and capending grant of new options pursuant to the stgtlon exchange program. This email
does not serve as formal acceptance by ADTRAN@bititions designated on your Election Form for exge, per the terms of the Offer to
Exchange previously given to you and filed with Becurities and Exchange Commission. A formal eodicthe acceptance or rejection of
your tendered options will be sent to you prompfier the expiration of the Offer to Exchange, whig currently scheduled to occur at 9
p.m., Central Standard Time, on Tuesday, Februér2@02. You may withdraw your election to exchapger options at any time prior to
the expiration of the Offer to Exchange. If you lwts withdraw your tendered options, you must dgliyour notice of withdrawal according
to the procedures set forth in the Offer to Exclearigyou have any questions, please contact JMaghiews, our Senior Vice
President/Finance and Chief Financial Officer 2&i6) 96:-8000.



Exhibit (a)(1)(G)
FORM OF NOTICE OF WITHDRAWAL
ADTRAN, INC.

NOTICE OF WITHDRAWAL
OF
PREVIOUSLY TENDERED OPTIONS PURSUANT TO
THE OFFER TO EXCHANGE DATED JANUARY 28, 2002

THE WITHDRAWAL RIGHTSEXPIRE AT 9:00 P.M .,
CENTRAL STANDARD TIME, ON FEBRUARY 26, 2002,
UNLESSTHE OFFER ISEXTENDED

To: ADTRAN, Inc.

901 Explorer Boulevard
Huntsville, Alabama 35806-2807
Attention: James Matthews
Telephone: (256) 963-8000
Facsimile: (256) 963-8004

| previously received a copy of the Offer to Exchamlated January 28, 2002, the Election Form amat oélated documents. | signed and
returned the Election Form, in which | accepted RAN, Inc.'s offer to exchange my options grantedarthe ADTRAN, Inc. Amended

and Restated 1996 Employees Incentive Stock Optian, as amended, the ADTRAN, Inc. Amended andaRe$t1995 Directors Stock
Option Plan, as amended, and/or the ADTRAN, In861Bmployees Incentive Stock Option Plan, as anwn@dellectively, the "Plans"), as
applicable, granted prior to September 30, 2008 wiit exercise price of at least $40.00 per sharedw options to be granted under the
Plans (the "Offer"). | now wish to change that émtand instead withdraw all options tendered pans to the Offer. | understand that by
signing this Notice of Withdrawal and deliveringatJames Matthews prior to 9:00 p.m., Central &iath Time, on February 26, 2002, | will
be able to withdraw my election to accept the Offith regard to all of the options specified in Election Form. | have read and understand
all the terms and conditions of the Offer to Exajn have read and understand the instructioastetl to this Notice of Withdrawal.

| understand that in order to withdraw my tendesptions, | must sign, date, and deliver this Nott&Vithdrawal via facsimile to James
Matthews at ADTRAN (fax number: (256) 963-8004) bgrmail or hand delivery, for receipt by James thiatvs by 9:00 p.m., Central
Standard Time, on February 26, 2002.

| understand that by withdrawing all of my tendeogdions pursuant to this Notice of Withdrawal,illwwot receive any new options pursuant
to the Offer and | will keep the old options thédiave. These options will continue to be governethe Plans under which they were granted,
and by the existing option agreement or agreenimitgeen ADTRAN and me.

| understand that | must withdraw all of the op#idhat | previously tendered and that | may nohdriaw a portion of my previously tendered
options. Upon withdrawal of the previously tendeopdions, | understand that all such options vethain outstanding pursuant to their
original terms ani



conditions, including their exercise prices andingsschedule.

| understand that | may not rescind this Notic&\thdrawal, and to once again accept the Offextthange options as to any of my eligible

options, | must submit a new Election Form to JaMagthews via facsimile (fax number: (256) 963-8))@t by mail or hand delivery, for
receipt prior to 9:00
p.m., Central Standard Time, on February 26, 2002.

| am the person who signed the Election Form. Eeteigned this Notice of Withdrawal and printed nayne exactly as it appears on the
Election Form.

| agree to all of the terms and conditions of thgeand this Notice of Withdrawal.

SIGNATURE OF OPTION HOLDER

(Signature of Option Holder or Authorized Signajory

Date and Time: , 2002; a.m./p.m.
Name:
(Please Print)
(Please print title if signing in a repre sentative capacity)
Address:
(Please include ZIP cod e)

Telephone No. (with area code):

THIS NOTICE OF WITHDRAWAL MUST BE COMPLETED AND SIRED IN THE SAME NAME THAT APPEARS ON THE
ELECTION FORM PREVIOUSLY SUBMITTED BY THE ELIGIBLEEMPLOYEE OR DIRECTOR WHO TENDERED THE
PREVIOUSLY TENDERED OPTIONS. IF THE SIGNATURE IS BX TRUSTEE, EXECUTOR, ADMINISTRATOR, GUARDIAN,
ATTORNEY-IN-FACT, OR ANOTHER PERSON ACTING IN A FIDCIARY OR REPRESENTATIVE CAPACITY, THE SIGNER'S
FULL TITLE MUST BE SPECIFIED AND PROPER EVIDENCE OFHE AUTHORITY OF SUCH PERSON TO ACT IN SUCH
CAPACITY MUST BE SUBMITTED WITH THIS NOTICE.



INSTRUCTIONS
FORMING PART OF THE TERMSAND CONDITIONS OF THE OFFER

1. Delivery of Notice of Withdrawal. A properly cgiieted and executed original of this Notice of Wlithwal (or a facsimile of it) and any
other documents required by this Notice of Withdzbmust be received by James Matthews either by, heaid delivery or by facsimile at
the number listed on the front cover of this Notié&Vithdrawal (fax number: (256) 963-8004) on efdre 9:00 p.m., Central Time, on
February 26, 2002 (the "Expiration Date").

The method by which you deliver any required docoisés at your option and risk, and the deliveril bé deemed made only when actually
received by ADTRAN. You may mail or deliver your tik@ of Withdrawal to James Matthews at ADTRAN,.Ir201 Explorer Boulevard,
Huntsville, Alabama 35806-2807, or you may faxitlames Matthews at (256) 963-8004. In all casmsshould allow sufficient time to
ensure timely delivery. We will not accept delivedfyany documents by email.

Although by submitting a Notice of Withdrawal yoave withdrawn all of your tendered options from @iéer, you may change your mind
and re-tender any eligible options pursuant toQffer until the expiration of the Offer. Tendersapitions made through the Offer may be
made at any time before the Expiration Date. If@iter is extended by ADTRAN beyond that time, yoay tender your options at any time
until the extended expiration of the Offer. To charyour mind and elect to participate in the O#eto any eligible options, you must deliver
a new signed and dated Election Form, or a facsiofithe Election Form, with the required informoatio ADTRAN while you still have the
right to participate in the Offer. The withdrawntioms will not be properly tendered for purposeshef Offer unless you properly re-tender
those options before the Expiration Date by delivarthe new Election Form following the procedudescribed in the Instructions to the
Election Form.

If you wish to withdraw any of your tendered optdnom the Offer, you must withdraw all of the apts you previously tendered.

By signing this Notice of Withdrawal (or a facsimibf it), you waive any right to receive any notafehe withdrawal of the tender of your
options, except as provided for in the Offer to luge.

2. Signatures on this Notice of Withdrawal. The maand signature on this Notice of Withdrawal mustespond with the name and signa
that appears on the Election Form pursuant to wihietwithdrawn options were previously tenderedhis Notice of Withdrawal is signed by
a trustee, executor, administrator, guardian, mépiin-fact, or other person acting in a fiduciaryrepresentative capacity, that person should
so indicate when signing, and proper evidencefaatsry to ADTRAN of the authority of that persom ® act must be submitted with this
Notice of Withdrawal

3. Other Information on this Notice of Withdrawhd.addition to signing this Notice of Withdrawaby must print your name and indicate
date and time at which you signed. You must alstude a current telephone number.

4. Requests for Assistance or Additional Copiesy 4nestions or requests for assistance, as welcqaeests for additional copies of the Offer
to Exchange or this Notice of Withdrawal, may beedied to James Matthews at ADTRAN, Inc., 901 Esgri®oulevard, Huntsville,
Alabama 35806-2807. Mr. Matthews' telephone nunté56) 963-8000 and his fax number is (256) 96843 Copies will be furnished
promptly at ADTRAN's expense.



5. Irregularities. All questions as to the validitgrm, eligibility (including time of receipt), @acceptance of this Notice of Withdrawal will
be determined by ADTRAN in its sole discretion. ARAN's determinations shall be final and bindingatirparties. ADTRAN reserves the
right to reject any or all Notices of WithdrawahtltADTRAN determines not to be in proper form c& ttceptance of which may, in the
opinion of ADTRAN's counsel, be unlawful. ADTRANSsal reserves the right to waive any of the conditiohthe Offer and any defect or
irregularity in the Notice of Withdrawal, and ADTR¥s interpretation of the terms of the Offer (irdihg these instructions) will be final and
binding on all parties. No Notice of Withdrawal e deemed to be properly made until all defentsieregularities have been cured or
waived. Unless waived, any defects or irregulaitreconnection with Notices of Withdrawal mustduged within such time as ADTRAN
shall determine. Neither ADTRAN nor any other pergoor will be obligated to give notice of any deffs or irregularities in Notices of
Withdrawal, and no person will incur any liabilityr failure to give any such notice.

IMPORTANT: The Notice of Withdrawal (or a facsimib®py of it) together with all other required doamts, must be received by ADTR/
on or before the Expiration Date if you wish tohditaw any tendered options.

6. Additional Documents to Read. You should be somead the Offer to Exchange, dated January @& ,2and all documents referenced in
the Offer to Exchange, before deciding whetherairta participate in the Offer.

7. Important Tax Information. You should refer tec8on 13 of the Offer to Exchange, which contanportant U.S. federal income tax
information.



Exhibit (d)(1)
ADTRAN, INC.
AMENDED AND RESTATED
1996 EMPLOYEES INCENTIVE STOCK OPTION PLAN

ARTICLE1
Purpose

1.1 General Purpose. The purpose of this Planfisrtoer the growth and development of the Compangncouraging employees to obtain a
proprietary interest in the Company by owning fteck. The Company intends that the Plan will prevédich persons with an added incentive
to continue in the employ of the Company and withsilate their efforts in promoting the growth,ieféncy and profitability of the Compar
The Company also intends that the Plan will afthiel Company a means of attracting to its servicegmes of outstanding quality.

1.2 Intended Tax Effects of Options. It is intendleat part of the Plan qualify as an ISO (as hafén defined) plan and that any option
granted in accordance with such portion of the Blaalify as an 1SO, all within the meaning of Cq8@422. The tax effects of any NQSO (as
hereinafter defined) granted hereunder should berméned under Code (S)83.

ARTICLE 2
Definitions

The following words and phrases as used in thia Bffell have the meanings set forth in this Artiohdess a different meaning is clearly
required by the context:

2.1 1933 Act shall mean the Securities Act of 13&3amended.
2.2 1934 Act shall mean the Securities ExchangeoAtB34, as amended.

2.3 Beneficiary shall mean, with respect to an @yee, the Person or Persons to whom the Optio@gdisns shall be transferred upon the
Optionee's death (i.e., the Optionee's Beneficiary)

(a) Designation of Beneficiary. An Optionee's Béciafy shall be the Person who is last designategriting by the Optionee as such
Optionee's Beneficiary hereunder. An Optionee shadignate his or her original Beneficiary in writion his or her Option Agreement. Any
subsequent modification of the Optionee's Benefjcshall be in a written executed and notarizetbtedddressed to the Company and she
effective when it is received and accepted by tbm@ittee, determined in the Committee's sole dignre

(b) No Designated Beneficiary. If, at any time,Beneficiary has been validly designated by an Mgt or the Beneficiary designated by
Optionee is no longer living or in existence attinee of the Optionee's death, then the Optior@erseficiary shall be deemed to be the
individual or individuals in the first of the follding classes of individuals with one or more merslrsuch class surviving or in existence as
of the Optionee's death, and in the absence theétepOptionee's estate: (a) the Optionee's suyispouse; or

(b) the Optionee's then living lineal descendgpes,stirpes.

(c) Designation of Multiple Beneficiaries. An Optige may, consistent with subsection (a) abovegdat more than one Person as a
Beneficiary, if, for each such Beneficiary, the
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Optionee also designates a percentage of the @atOptions to be transferred to such Beneficipon the Optionee's death. Unless
otherwise specified by the Optionee, any designdiipthe Optionee of multiple Beneficiaries shalibterpreted as a designation by the
Optionee that each such Beneficiary (to the ex@anh Beneficiary is alive or in existence as of@mionee's date of death) should be ent
to an equal percentage of the Optionee's Opticash Beneficiary shall have complete and non-jagtits with respect to the portion of an
Optionee's Options to be transferred to such Beiagfi upon the Optionee's death.

(d) Contingent Beneficiaries. An Optionee may deatg one or more contingent Beneficiaries to rexallzor a portion of the Optionee's
Option in the event that one or more of the Optimeriginal Beneficiaries should predecease th&é@ge; otherwise, in the event that on
more Beneficiaries predeceases the Optionee, tieeimdividual or individuals specified in subsentit) above shall take the place of each
such deceased Optionee's Beneficiary.

2.4 Board shall mean the Board of Directors of@oepany.

2.5 Cause shall mean an act or acts by an individualving personal dishonesty, incompetence,fulilinisconduct, moral turpitude,
intentional failure to perform stated duties, willf/iolation of any law, rule or regulation (othiian traffic violations or similar offenses), the
use for profit or disclosure to unauthorized pessohconfidential information or trade secretsted Company, the breach of any contract
the Company, the unlawful trading in the securitifthe Company or of another corporation basethfmmmation gained as a result of the
performance of services for the Company, a felanwiction or the failure to contest prosecutionddelony, embezzlement, fraud, deceit or
civil rights violations, any of which acts causitig Company or any subsidiary liability or lossdasermined by the Committee in its sole
discretion.

2.6 Change of Control shall mean the occurren@ngfone of the following events:

(a) Acquisition By Person of Substantial Percentddee acquisition by a Person (including "affilisitend "associates" of such Person, but
excluding the Company, any "parent"” or "subsidiarfthe Company, or any employee benefit plan ef@ompany or of any "parent” or
"subsidiary" of the Company) of a sufficient numbéshares of the Common Stock, or securities cdible into the Common Stock, and
whether through direct acquisition of shares omarger, consolidation, share exchange, reclastditaf securities or recapitalization of or
involving the Company or any "parent" or "subsigfasf the Company, to constitute the Person thealair beneficial owner of greater than
50% of the Common Stock; or

(b) Disposition of Assets. Any sale, lease, tranggchange, mortgage, pledge or other dispositibane transaction or a series of
transactions, of all or substantially all of thsets of the Company or of any "subsidiary" of tlrpany to a Person described in subsection
(a) above.

For purposes of this Section, the terms "affiliatassociate,
terms in Rule 12b-2 under Section 12 of the 193# Ac

parent" and "subsidiary" shall héwe respective meanings ascribed to such

2.7 Code shall mean the Internal Revenue Code&8,185 amended.
2.8 Committee shall mean the committee appointetth®&yBoard to administer and interpret the Plaaccordance with Article 3 below.
2.9 Common Stock shall mean the common stock, @laev$0.01 per share, of the Company.
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2.10 Company shall mean ADTRAN, Inc., and shalbalean any parent or subsidiary corporation of ABNRInc. unless the context
clearly indicates otherwise.

2.11 Director shall mean individuals who are seg\éis a member of the Board (i.e., a director ofGbhepany) or who are serving as a
member of the board of directors of a parent osgliéary corporation of the Company.

2.12 Disability shall mean, with respect to an undiial, the total and permanent disability of suudividual as determined by the Committee
in its sole discretion.

2.13 Effective Date shall mean February 14, 190Bjext to shareholder approval. See Article 9 merei
2.14 Fair Market Value of the Common Stock as dage of determination shall mean the following:

(a) Stock Listed and Shares Traded. If the ComntookSs listed and traded on a national securéishange (as such term is defined by the
1934 Act) or on The Nasdaq National Market on theeaf determination, the Fair Market Value perstshall be the closing price of a share
of the Common Stock on said national securitiehiarge or National Market System on the date ofrdetation. If the Common Stock is
traded in the over-the-counter market, the Fairkda¥alue per share shall be the average of trengdid and asked prices on the date of
determination.

(b) Stock Listed But No Shares Traded. If the ComiBtock is listed on a national securities exchargen the National Market System but
no shares of the Common Stock are traded on tleeafiaetermination but there were shares tradedbtes within a reasonable period before
the date of determination, the Fair Market Valualldhe the closing price of the Common Stock onrttwest recent date before the date of
determination. If the Common Stock is regularhded in the over-the-counter market but no sharéseo€ommon Stock are traded on the
date of determination (or if records of such traaesunavailable or burdensome to obtain) but themre shares traded on dates within a
reasonable period before the date of determinatiienfair Market Value shall be the average ofctbsing bid and asked prices of the
Common Stock on the most recent date before treeafatetermination.

(c) Stock Not Listed. If the Common Stock is netdid on a national securities exchange or on thiemd Market System and is not regule
traded in the over-the-counter market, then the @ittee shall determine the Fair Market Value of @@nmon Stock from all relevant
available facts, which may include the averagéhefdiosing bid and ask prices reflected in the -tlrercounter market on a date within a
reasonable period either before or after the datlei@rmination or opinions of independent expast$o value and may take into account any
recent sales and purchases of such Common Stalk extent they are representative.

The Committee's determination of Fair Market Valvhich shall be made pursuant to the foregoingigrons, shall be final and binding for
all purposes of this Plan.

2.15 ISO shall mean an incentive stock option withie meaning of Code (S)422(b).
2.16 NQSO shall mean an option to which Code (S)#@ating generally to certain ISO and other apgjodoes not apply.
2.17 Option shall mean ISQO's, or NQSO's grantaeddividuals pursuant to the terms and provisionthif Plan.

Page @



2.18 Option Agreement shall mean a written agre¢nexecuted and dated by the Company and an Opti@v@encing an Option granted
under the terms and provisions of this Plan, sgftinth the terms and conditions of such Optiord specifying the name of the Optionee and
the number of shares of stock subject to such @ptio

2.19 Option Price shall mean the purchase prickeghares of Common Stock underlying an Option.

2.20 Optionee shall mean an individual who is grdrtin Option pursuant to the terms and provisidtisi® Plan.
2.21 Person shall mean any individual, organizationporation, partnership, trust or other entity.

2.22 Plan shall mean this ADTRAN, Inc. Amended Redtated 1996 Employees Incentive Stock Option.Plan

ARTICLE 3
Administration

3.1 General Administration. The Plan shall be adsténed and interpreted by the Committee. Subgetiié express provisions of the Plan,
Committee shall have authority to interpret thenPta prescribe, amend and rescind rules and régugarelating to the Plan, to determine the
terms and provisions of the Option Agreements bicw®ptions shall be evidenced (which shall noirfsensistent with the terms of the
Plan), and to make all other determinations necgssaadvisable for the administration of the Plaihof which determinations shall be final,
binding and conclusive.

3.2 Appointment. The Board shall appoint the Cortarifrom among its members to serve at the pleaduhe Board. The Board from time
to time may remove members from, or add membeitheoCommittee and shall fill all vacancies therebime Committee at all times shall be
composed of two or more directors who shall meetfdfowing requirements:

(a) Disinterested Administration Rule. During thexipd any director is serving on the Committee dadng the 1-year period immediately
preceding the commencement of such service, hersftadbe or have been granted or awarded any Optiather equity securities of the
Company under the Plan (or any other discretiostogk plan of the Company or any Company affilededefined by Rule 144(a)(1) of the
1933 Act). Notwithstanding the preceding senteaa@member of the Committee may participate durirghgeriod in (A) a formula plan
(such as the ADTRAN, Inc. Amended and Restated T88%:tors Stock Option Plan), (B) an ongoing séms acquisition program with
broad-based employee participation, and/or (C)gnam to elect to receive all or part of his anmetdiner in equity securities of the
Company, all as defined and limited by Rule 16k¢mlgated under Section 16 of the 1934 Act. Tlygirements of this subsection are
intended to comply with the "disinterested admraisbn rule” of Rule 16b-3 under Section 16 of 1884 Act or any successor rule or
regulation, and shall be interpreted and constiuedmanner which assures compliance with said.Rulghe extent said Rule 16b-3 is
modified to reduce or increase the restrictionsvbo may serve on the Committee, the Plan shaldeengéd modified in a similar manner.

(b) Outside Director Rule. No director serving be Committee may be a current employee of the Cagnpaa former employee of the
Company (or any corporation affiliated with the Gmmy under Code (S)1504) receiving compensatioprior services (other than benefits
under a tax-qualified retirement plan) during etsotable year during which the director serves enGbmmittee. Furthermore, no director
serving on the Committee shall be or have ever heesfficer of the Company
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(or any Code (S)1504 affiliated corporation), calsbe receiving remuneration (directly or indilgkfrom such a corporation in any capacity
other than as a director. The requirements ofghixsection are intended to comply with the "outsiidector" requirements of Treas. Reg. (S)
1.162-27(e)(3) or any successor regulation, antl saanterpreted and construed in a manner whesuges compliance with the "outside”
director requirement of Code (S)162(m)(4)(C)(i) ikedtor who meets the requirements of subsectipatl{ave shall be treated as meeting the
requirements of this subsection (b) until the firgeting of shareholders at which directors atgetelected occurring on or after January 1,
1996.

3.3 Organization. The Committee may select onésahiembers as its chairman and shall hold its mgett such times, in such manner and
at such places as it shall deem advisable. A ntgjofithe Committee shall constitute a quorum, smch majority shall determine its actions.
The Committee shall keep minutes of its proceedargkshall report the same to the Board at theingeeext succeeding.

3.4 Indemnification. In addition to such other igbf indemnification as they have as directorasosmembers of the Committee, the members
of the Committee, to the extent permitted by agflie law, shall be indemnified by the Company agfai@asonable expenses (including,
without limitation, attorneys' fees) actually aretassarily incurred in connection with the deferfsgny action, suit or proceeding, or in
connection with any appeal, to which they or anthein may be a party by reason of any action takdailure to act under or in connection
with the Plan or any Options granted hereunder,aainst all amounts paid by them in settlemenethfgprovided such settlement is
approved to the extent required by and in the maprevided by the articles or certificate of incoration or the bylaws of the Company
relating to indemnification of directors) or paig them in satisfaction of a judgment in any sudioac suit or proceeding, except in relation

to matters as to which it shall be adjudged in @aatfon, suit or proceeding that such Committee bemoer members did not act in good faith
and in a manner he or they reasonably believee io br not opposed to the best interest of the @om.

ARTICLE 4
Stock

The stock subject to the Options and other promsiof the Plan shall be authorized but unissuedaaquired shares of Common Stock.
Subject to readjustment in accordance with theipions of Article 7, the total number of share<Caimmon Stock for which Options may be
granted to persons participating in the Plan shatliexceed in the aggregate 2,488,100 shares ofr@on$tock. Notwithstanding the
foregoing, shares of Common Stock allocable tautihexercised portion of any expired or terminatedi@pagain may become subject to
Options under the Plan.

ARTICLES
Eligibility to Receive and Grant of Options

5.1 Individuals Eligible for Grants of Options. Timelividuals eligible to receive Options hereundleall be employees of the Company,
including such employees who are also memberseoBtard or of the board of directors of any pamrgubsidiary corporation of the
Company; provided, no non-employee director shakligible to receive any Options pursuant to Bian, and provided further, that only
employees of the Company and its "parent” or "sligi" corporations within the meaning of subseti¢e) and (f) of Code (S)424 shall be
eligible to receive 1SO's. Such eligible individsiahay receive Options hereunder in accordancethétiprovisions of Section 5.2 below.

5.2 Grants of Options. Subject to the provisionthefPlan, the Committee shall have the authoritysole discretion to determine and
designate, from time to time, those individualsifiramong the individuals eligible for a grant ofti@ps under the Plan pursuant to Section
5.1 above) to
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whom Options will actually be granted, the Optiaic® of the shares covered by any Options gratiedmanner in and conditions under
which Options are exercisable (including, withaatitation, any limitations or restrictions therepahd the time or times at which Options
shall be granted. In making such determinatioress Gbmmittee may take into account the nature ofémeices rendered by the respective
employees to whom Options may be granted, theggmteand potential contributions to the Companyteass and such other factors as the
Committee, in its sole discretion, shall deem refavin its authorization of the granting of an iOpthereunder, the Committee shall specify
the name of the Optionee, the number of shareok subject to such Option and whether such Opsi@n ISO or a NQSO. The Commit
may grant, at any time, new Options to an Optiamke previously has received Options, whether sugtio@s include prior Options that still
are outstanding, previously have been exercisachwle or in part, have expired or are canceledimection with the issuance of new
Options. No individual shall have any claim or ttigh be granted Options under the Plan.

5.3 Limitation on Exercisability of ISO's. Notwitfasmding anything herein to the contrary, the agagt@gair Market Value of ISO's which are
granted to any employee under the Plan or undeptrgr ISO stock option plan adopted by the Comphayare first exercisable in any one
calendar year shall not exceed $100,000. The Caemrshall interpret and administer the limitatisesforth in this Section in accordance
with Code (S) 422(d).

5.4 Restriction on Grant of Stock Options. No mitw&n 100,000 shares of Common Stock may be madecstib Options granted during a
calendar year to any one individual.

ARTICLE 6
Termsand Conditions of Options

Options granted hereunder and Option Agreementsciraply with and be subject to the following tesrand conditions:

6.1 Requirement of Option Agreement. Upon the godiain Option hereunder, the Committee shall pefar cause to be prepared) an
Option Agreement. The Committee shall present €)juotion Agreement to the Optionee. Upon executiosuzh Option Agreement by the
Optionee, such Option shall be deemed to have fpeetied effective as of the date of grant. Thaifaibf the Optionee to execute the Option
Agreement within 30 days after the date of theiptad same shall render the Option Agreement &iedunderlying Option null and void ab
initio.

6.2 Optionee and Number of Shares. Each Optionekgeat shall state the name of the Optionee antbthenumber of shares of the
Common Stock to which it pertains, the Option Pribe Beneficiary of the Optionee and the datefaghich the Option was granted under
this Plan.

6.3 Vesting. Each Option shall first become exeaitlis (i.e., vested) with respect to the sharesestibp such Option as of the first annivers
of the date the Option is granted; provided, then@ittee may, in its sole discretion, waive the agtion of this section and may provide a
different vesting schedule in an Option Agreem®nior to said date, the Option shall be unexerdésabits entirety. Notwithstanding the
foregoing, all Options granted to an Optionee shatiome immediately vested and exercisable for 1608te number of shares subject to
Options upon the Optionee's becoming Disabled {witie meaning of Section 2.12 hereof) or upordeigth or upon a Change in Control.
Other than as provided in the preceding senteiifcas,Optionee ceases to be an employee of the @oyis rights with regard to all non-
vested Options shall cease immediately.

6.4 Option Price. The Option Price of the shareSahmon Stock underlying each Option shall be thie Market Value of the Common
Stock on the date the Option is granted, unlessraiie determined by the Committee; provided, irewent shall the Option Price of any |
be less than 100%

Page ¢



(110% in the case of ISO's of Optionees who ownentioan ten percent of the voting power of all aassf stock of either the Company or
any "parent" or "subsidiary" corporation of the Quamy (within the meaning of subsections (e) andf(ffode ss.424)) of the Fair Market
Value of the Common Stock on the date the Optigrasted. Upon execution of an Option Agreementvdith the Company and Optionee,
the date as of which the Committee granted theoD@s specified in the Option Agreement shall besittered the date on which such Op
is granted.

6.5 Terms of Options. Terms of Options granted utitke Plan shall commence on the date of granshall expire on such date as the
Committee may determine for each Option; provideao event shall any Option be exercisable aéiantears (five years in the case of IS
granted to Optionees who own more than ten pexfahe voting power of all classes of stock of eitthe Company or any parent or
subsidiary) from the date the Option is granted Q\ion shall be granted hereunder after ten yieans the earlier of (a) the date the Plan is
approved by the shareholders, or (b) the date ldnei® adopted by the Board.

6.6 Terms of Exercise. The exercise of an Optiog b&afor less than the full number of shares of @mm Stock subject to such Option, but
such exercise shall not be made for less tharD(l)shares or (ii) the total remaining shares stlgethe Option, if such total is less than 100
shares. Subject to the other restrictions on esemeét forth herein, the unexercised portion dbption may be exercised at a later date by the
Optionee.

6.7 Method of Exercise. All Options granted herearrghall be exercised by written notice directethoSecretary of the Company at its
principal place of business or to such other peesothe Committee may direct. Each notice of egershall identify the Option which the
Optionee is exercising (in whole or in part) andlshe accompanied by payment of the Option Piacdle number of shares specified in
such notice and by any documents required by Se8tib. The Company shall make delivery of sucheshaithin a reasonable period of
time; provided, if any law or regulation requirbe tCompany to take any action (including, but moitéd to, the filing of a registration
statement under the 1933 Act and causing suchtratiis statement to become effective) with respethe shares specified in such notice
before the issuance thereof, then the date ofelglief such shares shall be extended for the pegoessary to take such action. For Options
which are ISO's, written statements on Form 392l 8le furnished to the Optionee in accordance @itde (S)6039 on or before January 31
of the year following the year in which the Optieas exercised. See Treas. Reg. (S)(S)1.6039-12aathd 301.6039.1.

6.8 Medium and Time of Payment.

(&) The Option Price shall be payable upon theagseof the Option in an amount equal to the nunatbehares then being purchased times
the per share Option Price. Payment, at the etectfithe Optionee (or his Beneficiary as providedubsection (c) of Section 6.9), shall be
(A) in cash; (B) by delivery to the Company of atifeate or certificates for shares of the Comn®inck duly endorsed for transfer to the
Company with signature guaranteed by a memberdfrennational stock exchange or by a national atedbvank or a federally chartered thrift
institution (or guaranteed or notarized in sucteothanner as the Committee may require) or byunsirg the Company to retain shares of
Common Stock upon the exercise of the Option witaia Market Value equal to the exercise priceagnent; or (C) by a combination of
(A) and (B).

(b) If the Optionee delivers Common Stock with &ueahat is less than the total Option Price, thech Optionee shall pay the balance of the
total Option Price in cash, other property or sggsj as provided in subsection (a) above.
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(c) In addition to the payment of the purchaseepdtthe shares then being purchased, an Optidsesizall pay in cash (or have withheld
from his normal pay) an amount equal to, or byrimgtng the Company to retain Common Stock uporettegcise of the Option with a Fair
Market Value equal to, the amount, if any, which @ompany at the time of exercise is required tatvald under the income tax or Federal
Insurance Contribution Act tax withholding provisgof the Code, of the income tax laws of the sthtbe Optionee's residence, and of any
other applicable law.

6.9 Effect of Termination of Employment, Disabilibty Death. Except as provided in subsections @)arid (c) below, no Option shall be
exercisable unless the Optionee thereof shall baea an employee of the Company from the dateeoftanting of the Option until the date
of exercise; provided, the Committee, in its saeiktion, may waive the application of this Settwith respect to any NQSO's granted
hereunder and, instead, may provide a differeniratipn date or dates in a NQSO Option Agreement.

(a) Termination of Employment. In the event an Opie ceases to be an employee of the Companyyaeason other than death or
Disability, any Option or unexercised portion thefrgranted to him shall terminate on and shallbeexercisable after the earliest to occur of
(1) the expiration date of the Option, (2) threenths after termination of employment or (3) theedan which the Company gives notice to
such Optionee of termination of employment if enypl@nt is terminated by the Company for Cause (atio@@es resignation in anticipation
of termination of employment by the Company for &ashall constitute a notice of termination by@wnpany); provided, the Committee
may provide in the Option Agreement that such Qptipany unexercised portion thereof shall tern@rsaoner. Notwithstanding the
foregoing, in the event that an Optionee's emplaoyrterminates for a reason other than death oriigaat any time after a Change of
Control, the term of all Options of that Optionéalé be extended through the end of the threeth period immediately following the date
such termination; provided, this extension shatilapo ISO's only to the extent it does not calreeterm of such ISO's to exceed the
maximum term permitted under Code (S)422 or do¢sausse such ISO's to lose their status as 1S@¢s.tB the earlier of the dates specified
in the preceding sentences of this subsectiont@)Pption shall be exercisable only in accordamitie its terms and only for the number of
shares exercisable on the date of termination gi@ment. The question of whether an authorizeddes absence or absence for military or
government service or for any other reason shaltitnte a termination of employment for purposethe Plan shall be determined by the
Committee, which determination shall be final anddusive.

(b) Disability. Upon the termination of an Optiofeemployment due to Disability, any Option or usrexsed portion thereof granted to him
which is otherwise exercisable shall terminate oth shall not be exercisable after the earlier tuoof (1) the expiration date of such Opti
or (2) one year after the date on which such Optateases to be an employee of the Company dueabildy; provided, the Committee
may provide in the Option Agreement that such @ptioany unexercised portion thereof shall terngrsatoner. Prior to the earlier of such
date, such Option shall be exercisable only in atamce with its terms and only for the number @frel exercisable on the date such
Optionee's employment ceases due to Disability.

(c) Death. In the event of the death of the Optofig while he is an employee of the Company, (#)iwthree months after the date on
which such Optionee's employment terminated (fiwason other than Cause) as provided in subsgefjabove, or (3) within one year after
the date on which such Optionee's employment textathdue to his Disability as provided in subsecflm), any Option or unexercised
portion thereof granted to him which is otherwigereisable may be exercised by his Beneficiaryngttame prior to the expiration of one
year from the date of death of such Optionee, habi event later than the date of expiration ofdpton period; provided, the Committ

may provide in the Option Agreement that such Gptipany unexercised portion thereof shall tern@rsatoner. Such
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exercise shall be effected pursuant to the terntBisfSection as if such Beneficiary is the namgtiddee.

6.10 Restrictions on Transfer and Exercise of GygtitNo Option shall be assignable or transferapliné Optionee except by transfer to a
Beneficiary upon the death of the Optionee, andmmported transfer (other than as excepted alshad) be null and void. After the death of
an Optionee and upon the death of the Optioneeisfidgary, an Option shall be transferred only Lif @r by the laws of descent and
distribution. During the lifetime of an OptionebetOption shall be exercisable only by him; prodideowever, that in the event the Optionee
is incapacitated and unable to exercise Optiordd) Qptions may be exercised by such Optionee's$ ¢p@adian, legal representative,
fiduciary or other representative whom the Comraitleems appropriate based on applicable factsianuhnstances.

6.11 Rights as a Shareholder. An Optionee shak Imavrights as a shareholder with respect to sltaresred by his Option until date of the
issuance of the shares to him and only after thgo@Price of such shares is fully paid. UnlesscH in Article 7, no adjustment will be
made for dividends or other rights for which thear date is prior to the date of such issuance.

6.12 No Obligation to Exercise Option. The grantifigatn Option shall impose no obligation upon thai@hee to exercise such Option.
6.13 Acceleration. The Committee shall at all tirhase the power to accelerate the vesting dateptib@s previously granted under this P

6.14 Designation of Option as ISO or NQSO. Suljethe provisions of this Article, each Option gechunder the Plan shall be designated
either as an ISO or a NQSO. An Option Agreemerdending both an ISO and a NQSO shall identify ¢jettne status and terms of each
Option.

6.15 ISO's Converted to NQSO's. In the event amygrall of an Option granted under the Plan whghntended to be an ISO at any time
fails to satisfy all of the requirements of an 1SfEn such ISO shall be split into an ISO and N@8Ghat the portion of the Option, if any,
that still qualifies as an ISO shall remain an I&%@ the portion that does not qualify as an ISQl lkgome a NQSO. Such split of an Option
into an ISO portion and a NQSO portion shall belemted by one or more Option Agreements, as lomgels Option is identified clearly as
to its status as an ISO or NQSO.

ARTICLE 7
Adjustments Upon Changesin Capitalization

7.1 Recapitalization. In the event that the outitagnshares of the Common Stock of the Companyareafter increased or decreased or
changed into or exchanged for a different numbédiradt of shares or other securities of the Comganyeason of a recapitalization,
reclassification, stock split, combination of stgoe dividend payable in shares of the Common Stibekfollowing rules shall apply:

(a) The Committee shall make an appropriate adjstim the number and kind of shares availabléHfergranting of Options under the Plan.

(b) The Committee also shall make an appropriagstédent in the number and kind of shares as tehvbutstanding Options, or portions
thereof then unexercised, shall be exercisablesank adjustment in any outstanding Options slethbde without change in the total price
applicable to the unexercised portion of such Qpéind with a corresponding adjustment in the Opfidoe per share. No fractional shares
shall be issued or optioned in making the forega@idgistments, and the
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number of shares available under the Plan or thebeu of shares subject to any outstanding Optiball Be the next lower number of shares,
rounding all fractions downward.

(c) Any adjustment to or assumption of ISO's urttlex Section shall be made in accordance with G8)424(a) and the regulations
promulgated thereunder so as to preserve the sthtueh Options as 1ISO's under Code (S)422.

(d) If any rights or warrants to subscribe for dibthial shares are given pro rata to holders oftanting shares of the class or classes of stock
then set aside for the Plan, each Optionee shahbied to the same rights or warrants on theeshasis as holders of the outstanding shares
with respect to such portion of his Option as isreised on or prior to the record date for deteimgishareholders entitled to receive or
exercise such rights or warrants.

7.2 Reorganization. Subject to any required adbipthe shareholders, if the Company shall be ayparany reorganization involving merger,
consolidation, acquisition of the stock or acquositof the assets of the Company which does natttate a Change of Control, the
Committee, in its discretion, may declare that:

(a) any Option granted but not yet exercised gigtain to and apply, with appropriate adjustmandetermined by the Committee, to the
securities of the resulting corporation to whidhodder of the number of shares of the Common Ssodfect to such Option would have been
entitled,

(b) any or all outstanding Options granted hereustall become immediately nonforfeitable and fkercisable or vested (to the extent
permitted under federal or state securities laasjl/or

(c) any or all Options granted hereunder shall becammediately nonforfeitable and fully exercisabtevested (to the extent permitted under
federal or state securities laws) and are to beitated after giving at least 30 days' notice ®@ptionees to whom such Options have been
granted.

7.3 Dissolution and Liquidation. If the Board adoptplan of dissolution and liquidation that is @wed by the shareholders of the Company,
the Committee shall give each Optionee writtenagotif such event at least ten days prior to iwsotiffe date, and the rights of all Optionees
shall become immediately nonforfeitable and fubgrcisable or vested (to the extent permitted ufetderal or state securities laws).

7.4 Limits on Adjustments. Any issuance by the Camypof stock of any class, or securities convegtibto shares of stock of any class, shall
not affect, and no adjustment by reason theredf bbanade with respect to, the number or pricehafres of the Common Stock subject to
any Option, except as specifically provided otheenin this Article. The grant of Options pursuanttte Plan shall not affect in any way the
right or power of the Company to make adjustmemrtdassifications, reorganizations or changessofapital or business structure or to
merge, consolidate or dissolve, or to liquidatd,meransfer all or any part of its business ssets. All adjustments the Committee makes
under this Article shall be conclusive.

ARTICLE 8
Agreement by Optionee and Securities Registration

8.1 Agreement. If, in the opinion of counsel to @@mpany, such action is necessary or desirabl®ptions shall be granted to any
Optionee, and no Option shall be exercisable, snksthe time of grant or exercise, as applicaleh Optionee (i) represents and warrants
that he will acquire the
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Common Stock for investment only and not for pugsosf resale or distribution, and (ii) makes sugthier representations and warranties as
are deemed necessary or desirable by counsel oaimpany with regard to holding and resale of then@ion Stock. The Optionee shall,
upon the request of the Committee, execute andadeld the Company an agreement or affidavit tdhaféect. Should the Committee have
reasonable cause to believe that such Optioneeadiexecute such agreement or affidavit in goaoithfahe Company shall not be bound by
the grant of the Option or by the exercise of thdidh. All certificates representing shares of Camnn$tock issued pursuant to the Plan shall
be marked with the following restrictive legendsimilar legend, if such marking, in the opinionaoiunsel to the Company, is necessary or
desirable:

The shares represented by this certificate [havdeen registered under the Securities Act of 1883 mended, or the securities laws of any
state] [and] [are held by an "affiliate" (as sueh is defined in Rule 144 promulgated by the Sgearand Exchange Commission under the
Securities Act of 1933, as amended) of the CorparhtAccordingly, these shares may not be solgotiyecated, pledged or otherwise
transferred except (i) pursuant to an effectivestegtion statement under the Securities Act 0f3123% amended, and any applicable secu
laws or regulations of any state with respect hsshares, (ii) in accordance with Securities anchBEnge Commission Rule 144, or (iii) u}
the issuance to the Corporation of a favorableiopinf counsel or the submission to the Corporatibsuch other evidence as may be
satisfactory to the Corporation that such propasee, assignment, encumbrance or other transfenatibe in violation of the Securities Act
of 1933, as amended, or any applicable securdigs bf any state or any rules or regulations thateu Any attempted transfer of this
certificate or the shares represented hereby whithviolation of the preceding restrictions wilbt be recognized by the Corporation, nor
will any transferee be recognized as the owneetifdry the Corporation.

If the Common Stock is (A) held by an Optionee vidaot an "affiliate,” as that term is defined inl& 144 of the 1933 Act, or who ceases to
be an "affiliate," or (B) registered under the 1988 and all applicable state securities laws aglilations as provided in Section 8.2, the
Committee, in its discretion and with the adviceofinsel, may dispense with or authorize the retnafvihe restrictive legend set forth abc

or the portion thereof which is inapplicable.

8.2 Registration. In the event that the Compariisisole discretion shall deem it necessary orsable to register, under the 1933 Act or any
state securities laws or regulations, any shartssmspect to which Options have been granted hderuthen the Company shall take such
action at its own expense before delivery of thiifazates representing such shares to an Optidnesich event, and if the shares of
Common Stock of the Company shall be listed onrational securities exchange or on The Nasdaq heltidarket at the time of the
exercise of any Option, the Company shall make ptapplication at its own expense for the listimgsoich stock exchange or The Nasdaq
National Market of the shares of Common Stock tisbeed

ARTICLE9
Effective Date

The Plan shall be effective as of the EffectiveedDand no Options shall be granted hereunder farisaid date. Adoption of the Plan shall be
approved by the shareholders of the Company adheer of (i) the annual meeting of the sharehadd the Company which immediately
follows the date of the first grant or award of ©ps hereunder, or (ii) 12 months after the adoptibthe Plan by the Board, but in no event
earlier than 12 months prior to the adoption ofRtem by the Board. Shareholder approval shall @éetby a majority of the votes cast at a
duly held meeting at which a quorum representingggority of all outstanding voting stock is, eithemperson or by proxy, present and voting
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on the Plan, or by the written consent in lieu ofi@eting of the holders of a majority of the outsliag voting stock or such greater number of
shares of voting stock as may be required by thagamy's articles or certificate of incorporatiorddoylaws and by applicable law; provided,
however, such shareholder approval, whether by moby written consent in lieu of a meeting, mustsblicited substantially in accordance
with the rules and regulations in effect under Bact4(a) of the 1934 Act. Failure to obtain supprval shall render the Plan and any
Options granted hereunder null and void ab initio.

ARTICLE 10
Amendment and Termination

10.1 Amendment and Termination By the Board. SulifeSection 10.2 below, the Board shall have thwey at any time to add to, amend,
modify or repeal any of the provisions of the Plansuspend the operation of the entire Plan orodiitg provisions for any period or periods
or to terminate the Plan in whole or in part. la #vent of any such action, the Committee shafigneewritten procedures which, when
approved by the Board, shall govern the adminisinadf the Plan resulting from such addition, antardt, modification, repeal, suspension
or termination.

10.2 Restrictions on Amendment and Terminationwitbstanding the provisions of Section 10.1 abake,following restrictions shall apply
to the Board's authority under Section 10.1 above:

(a) Prohibition Against Adverse Affects on OutstaagdOptions. No addition, amendment, modificatimpeal, suspension or termination
shall adversely affect, in any way, the rightshaf Optionees who have outstanding Options withweitbnsent of such Optionees;

(b) Shareholder Approval Required for Certain Madifions. No modification or amendment of the Rizay be made without the prior
approval of the shareholders of the Company is(ch modification or amendment would cause theiegipke portions of the Plan to fail to
qualify as an ISO plan pursuant to Code (S)422s(2h modification or amendment would materiallyr@ase the benefits accruing to
participants under the Plan, (3) such modificabommendment would materially increase the numbeecurities which may be issued un
the Plan, or (4) such modification or amendmentldionaterially modify the requirements as to elitiihifor participation in the Plan, or (v)
such modification or amendment would modify the eniat terms of the Plan within the meaning of Trdeg. (S)1.162-27(e)(4). Clauses
(ii),

(iii) and (iv) of the preceding sentence shall tteipreted in accordance with the provisions oageaph (b)(2) of Rule 168-of the 1934 Act
Shareholder approval shall be made by a majorith@iotes cast at a duly held meeting at which@awum representing a majority of all
outstanding voting stock is, either in person ophyxy, present and voting, or by the written carni$e lieu of a meeting of the holders of a
majority of the outstanding voting stock or suchajer number of shares of voting stock as may dpgined by the Company's articles or
certificate of incorporation and bylaws and by égaitle law; provided, however, that for modificaisodescribed in clauses (ii), (iii) and (iv)
above, such shareholder approval, whether by voby avritten consent in lieu of a meeting, mussbécited substantially in accordance w
the rules and regulations in effect under Sectig@)Lof the 1934 Act as required by paragraph jlmfRule 16b-3 of the 1934 Act.

ARTICLE 11
Miscellaneous Provisions

11.1 Application of Funds. The proceeds receivetheyCompany from the sale of the Common Stockesuldp the Options granted
hereunder will be used for general corporate puepos

11.2 Notices. All notices or other communicatiogsab Optionee to the Committee pursuant to or imeation with the Plan shall be deen
to have been duly given when received in the form
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specified by the Committee at the location, ortmy person, designated by the Committee for theépettesreof.

11.3 Term of Plan. Subject to the terms of Artitls the Plan shall terminate upon the later afh@ complete exercise or lapse of the last
outstanding Option, or (ii) the last date upon veh@ptions may be granted hereunder.

11.4 Compliance with Rule 16b-3. This Plan is ifeh to be in compliance with the requirements dER6b3 as promulgated under Sect
16 of the 1934 Act.

11.5 Governing Law. The Plan shall be governedrzyanstrued in accordance with the laws of theeSihAlabama.

11.6 Additional Provisions By Committee. The Optidgreements authorized under the Plan may contaih sther provisions, including,
without limitation, restrictions upon the exercifean Option, as the Committee shall deem advisable

11.7 Plan Document Controls. In the event of amyflad between the provisions of an Option Agreetramd the Plan, the Plan shall control.

11.8 Gender and Number. Wherever applicable, treculime pronoun shall include the feminine pronand the singular shall include the
plural.

11.9 Headings. The titles in this Plan are insefde@onvenience of reference; they constitute ad pf the Plan and are not to be considered
in the construction hereof.

11.10 Legal References. Any references in this Rlanprovision of law which is, subsequent toHfiective Date of this Plan, revised,
modified, finalized or redesignated, shall autogslly be deemed a reference to such revised, neadifinalized or redesignated provision of
law.

11.11 No Rights to Employment. Nothing containethia Plan, or any modification thereof, shall bastaued to give any individual any
rights to employment with the Company or any pacgrgubsidiary corporation of the Company.

11.12 Unfunded Arrangement. The Plan shall noubeléd, and except for reserving a sufficient nundbeuthorized shares to the extent
required by law to meet the requirements of theRlee Company shall not be required to establighspecial or separate fund or to make
any other segregation of assets to assure the payhany grant under the Plan.

ADOPTED BY BOARD OF DIRECTORSEFFECTIVE AS OF FEBRUARY 14, 1996
APPROVED BY SHAREHOLDERS AS OF APRIL 19, 1996

FIRST AMENDMENT ADOPTED BY BOARD OF DIRECTORS
AND APPROVED BY SHAREHOLDERS
EFFECTIVE ASOF APRIL 23, 1997

SECOND AMENDMENT ADOPTED BY BOARD OF DIRECTORS
EFFECTIVE ASOF JULY 15,1999

AMENDED AND RESTATED PLAN ADOPTED BY BOARD OF DIRECTORS
EFFECTIVE ASOF JANUARY 13, 2000
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FIRST AMENDMENT TO AMENDED AND RESTATED PLAN
ADOPTED BY BOARD OF DIRECTORSAND APPROVED BY SHAREHOLDERS
EFFECTIVE ASOF APRIL 21, 2000
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FIRST AMENDMENT
TO THE ADTRAN, INC.
AMENDED AND RESTATED

1996 EMPLOYEESINCENTIVE STOCK OPTION PLAN

This First Amendment to the ADTRAN, Inc. Amendedi&estated 1996 Employees Incentive Stock Optian Rhe "Plan") is made and
entered into this 21/st/ day of April, 2000, by ARAN, Inc. (the "Company").

WITNESSETH:

WHEREAS, the Company maintains the Plan, whichdimiaistered by a committee appointed by the Bo&fdi@ctors of the Company (the
"Board"), to provide for grants of options to emyses of the Company; and

WHEREAS, the Board has determined that it is adlésto amend the Plan to increase the maximum ggtgeumber of shares available to
be issued under the Plan from 2,488,100 sharesnofon stock to 5,488,100 shares of common stoek"fhrst Amendment”);

WHEREAS, Article 10 of the Plan permits the Boaschtnend the Plan subject to certain restrictionduding stockholder approval of cert
changes;

WHEREAS, the Board adopted resolutions approvimegrRinst Amendment on January 13, 2000; and

WHEREAS, the stockholders of the Company approtiedmirst Amendment at the Company's 2000 AnnualtiMigef Stockholders held on
April 21, 2000;

NOW, THEREFORE, the Company hereby amends the &dallows:

1.

Effective as of April 21, 2000, Article 4 of thedpl shall be amended by striking "2,488,100" anduistituting "5,488,100" in lieu thereof.
2.

Except as specifically amended hereby, the Plalh rgmain in full force and effect.

IN WITNESS WHEREOF, the Company has caused its dutihorized officer to execute this First Amendmamthe date first set forth
above.

ADTRAN, INC.

By: /s/ John R Cooper
John R Cooper
Vi ce President - Finance, Chief Financial
O ficer and Treasurer



SECOND AMENDMENT
TO THE ADTRAN, INC.
AMENDED AND RESTATED

1996 EMPLOYEESINCENTIVE STOCK OPTION PLAN

This Second Amendment to the ADTRAN, Inc. Amended Restated 1996 Employees Incentive Stock Optian @he "Plan") is made and
entered into this 20th day of April, 2001, by ADTRAInc. (the "Company").

WITNESSETH:

WHEREAS, the Company maintains the Plan, whichdimiaistered by a committee appointed by the Bo&fdi@ctors of the Company (the
"Board"), to provide for grants of options to emyses of the Company; and

WHEREAS, the Board has determined that it is adlésto amend the Plan to increase the maximum ggtgeumber of shares available to
be issued under the Plan by 3,000,000 sharedram,5,488,100 shares of Common Stock (as defiméide Plan) to 8,488,100 shares of
Common Stock, and to place limits on the numbetions that may be granted under the Plan witbpdion exercise price that is below the
fair market value of the Company's common stockhendate of grant and on the class of employeescive such options (the "Second
Amendment");

WHEREAS, Article 10 of the Plan permits the Boaschtnend the Plan subject to certain restrictiorduding stockholder approval of cert
changes;

WHEREAS, the Board adopted resolutions approvieg3acond Amendment, subject to shareholder apprawdiebruary 12, 2001; and

WHEREAS, the stockholders of the Company approliedSecond Amendment at the Company's 2001 Annuetieof Stockholders held
on April 20, 2001;

NOW, THEREFORE, the Company hereby amends the &dallows:

1.

Effective as of April 20, 2001, Article 4 of thedpl shall be amended by striking "5,488,100" anduistituting "8,488,100" in lieu thereof.
2.

Effective as of April 20, 2001, the Plan shall beemded by deleting
Section 6.4 in its entirety and inserting in itage the following:

"6.4 Option Price. The Option Price of the shafie€@@mmon Stock underlying each Option shall beRaiE Market Value of the Common
Stock on the date the Option is granted, unlessraiie determined by the Committee; provided, irement shall the Option price of any I
be less than 100% (110% in the case of ISO's ab@g@es who own more than ten percent of the vagioger of all classes of stock of either
the Company or any "parent"” or "subsidiary" corpioraof the Company (within the meaning of subsawi(e) and (f) of Code (S)424)) of
the Fair Market Value of the Common Stock on thie dlae Option is granted; provided, further, inavent shall the Option price of any
Option granted to
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an executive officer of the Company be less tha&d?d0f the Fair Market Value of the Common Stocktoa date the Option is granted;
provided, further, that at no time may the aggregaimber of Options hereunder that are neitheredpior terminated, without regard to
exercisability, with respect to which the Optioticpris less than 100% of the Fair Market Valuehef Common Stock on the date the Option
is granted, exceed 10% of the total number of shaf€ommon Stock for which Options may be grameduant to Article 4, including sus
total number of shares that are allocable to thexertised portion of any expired or terminated @pthat have again become subject to
Options under the Plan. Upon execution of an Opigreement by both the Company and Optionee, tteeamof which the Committee
granted the Option as specified in the Option Agrert shall be considered the date on which suclo®f# granted. For purposes of this
Section, the term “executive officer of the Compatmall mean an officer of the Company who is arépg person pursuant to (S)16(a) of
the Securities Exchange Act of 1934, as amended."

3.
Except as specifically amended hereby, the Plalh rgmain in full force and effect.

IN WITNESS WHEREOF, the Company has caused its duthorized officer to execute this Second Amendroarthe date first set forth
above.

ADTRAN, INC.

By: /s/ John R Cooper

John R Cooper
Vi ce President - Finance, Chief Financial
O ficer and Treasurer
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Exhibit (d)(2)
ADTRAN, INC.

AMENDED AND RESTATED
1995 DIRECTORS STOCK OPTION PLAN

ARTICLE1
Purpose

1.1 General Purpose. The purpose of this Planfisrtioer the growth and development of the Compangncouraging Directors who are not
employees of the Company to obtain a proprietaigrést in the Company by owning its stock. The Canypintends that the Plan will
provide such persons with an added incentive tdirmoa to serve as Directors and will stimulate ttiedforts in promoting the growth,
efficiency and profitability of the Company. The @pany also intends that the Plan will afford ther(pany a means of attracting persons of
outstanding quality to service on the Board andhenboard of directors of parent and subsidiarpaations of the Company.

1.2 Intended Tax Effects of Options. It is intendlegt the tax effects of any NQSO (as hereinafdindd) granted hereunder should be
determined under Code(S).83.

ARTICLE 2
Definitions

The following words and phrases as used in thia Bffell have the meanings set forth in this Artiohéess a different meaning is clearly
required by the context:

2.1 1933 Act shall mean the Securities Act of 13&3amended.
2.2 1934 Act shall mean the Securities ExchangeoAtB34, as amended.

2.3 Beneficiary shall mean, with respect to an @me, the Person or Persons to whom the Optio@gtisn shall be transferred upon the
Optionee's death (i.e., the Optionee's Beneficiary)

(a) Designation of Beneficiary. An Optionee's Bétiafy shall be the Person who is last designatealriting by the Optionee as such
Optionee's Beneficiary hereunder. An Optionee shedignate his or her original Beneficiary in writion his or her Option Agreement. Any
subsequent modification of the Optionee's Benefjcshall be in a written executed and notarizetbteiddressed to the Company and she
effective when it is received and accepted by tbm@ittee, determined in the Committee's sole digmre

(b) No Designated Beneficiary. If, at any time,Beneficiary has been validly designated by an Mgt or the Beneficiary designated by
Optionee is no longer living or in existence at tinge of the Optionee's death, then the Optiorerseficiary shall be deemed to be the
individual or individuals in the first of the folleing classes of individuals with one or memberswfh class surviving or in existence as o
Optionee's death, and in the absence thereof, ptier@e's estate:

the Optionee's surviving spouse; or the Optiortee’s living lineal descendants, per stirpes.
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(c) Designation of Multiple Beneficiaries. An Optige may, consistent with subsection (a) abovegdat more than one Person as a
Beneficiary if, for each such Beneficiary, the @pie also designates a percentage of the Optiddpgans to be transferred to such
Beneficiary upon the Optionee's death. Unless atiserspecified by the Optionee, any designatiothieyOptionee of multiple Beneficiaries
shall be interpreted as a designation by the Opédhat each such Beneficiary (to the extent sustefciary is alive or in existence as of the
Optionee's date of death) should be entitled tecaral percentage of the Optionee's Options. Eackfitéary shall have complete and non-
joint rights with respect to the portion of an @pie's Options to be transferred to such Beneficipon the Optionee's dea

(d) Contingent Beneficiaries. An Optionee may deatg one or more contingent Beneficiaries to rexallzor a portion of the Optionee's
Option in the event that one or more of the Optmeriginal Beneficiaries should predecease th@oOge; otherwise, in the event that on
more Beneficiaries predeceases the Optionee, tieeimdividual or individuals specified in subsentit) above shall take the place of each
such deceased Optionee's Beneficiary.

2.4 Board shall mean the Board of Directors of@oenpany.

2.5 Cause shall mean an act or acts by an individualving personal dishonesty, incompetence,fulilinisconduct, moral turpitude,
intentional failure to perform stated duties, willf/iolation of any law, rule or regulation (othian traffic violations or similar offenses), the
use for profit or disclosure to unauthorized pessofhconfidential information or trade secretsted Company, the breach of any contract
the Company, the unlawful trading in the securitifthe Company or of another corporation basethfmmmation gained as a result of the
performance of services for the Company, a felanwiction or the failure to contest prosecutionddelony, embezzlement, fraud, deceit or
civil rights violations, any of which acts causitig Company or any subsidiary liability or lossdasermined by the Committee in its sole
discretion.

2.6 Change of Control shall mean the occurren@ngfone of the following events:

(a) Acquisition By Person of Substantial Percentddee acquisition by a Person (including "affilisitend "associates" of such Person, but
excluding the Company, any "parent” or "subsidiarfthe Company, or any employee benefit plan ef@mpany or of any "parent” or
"subsidiary" of the Company) of a sufficient numlbéshares of the Common Stock, or securities cdible into the Common Stock, and
whether through direct acquisition of shares omarger, consolidation, share exchange, reclastditaf securities or recapitalization of or
involving the Company or any "parent" or "subsigfasf the Company, to constitute the Person thealair beneficial owner of greater than
50% of the Common Stock; or

(b) Disposition of Assets. Any sale, lease, trangechange, mortgage, pledge or other dispositioane transaction or a series of
transactions, of all or substantially all of thsets of the Company or of any "subsidiary" of tlrpany to a Person described in subsection
(a) above.

For purposes of this Section, the terms "affiliatassociate,
terms in Rule 12b-2 under Section 12 of the 193¢ Ac

parent" and "subsidiary" shall héwe respective meanings ascribed to such

2.7 Code shall mean the Internal Revenue Code&8,18 amended.
2.8 Committee shall mean the committee appointetth®yBoard to administer and interpret the Plaaccordance with Article 3 below.
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2.9 Common Stock shall mean the common stock, @laev$0.01 per share, of the Company.

2.10 Company shall mean ADTRAN, Inc., and shalb afean any parent or subsidiary corporation of ABNRInc. unless the context
clearly indicates otherwise.

2.11 Director shall mean an individual who is segvas a member of the Board (i.e., a director @@bmpany) or who is serving as a
member of the board of directors of a parent osglidary corporation of the Company.

2.12 Disability shall mean, with respect to an undiial, the total and permanent disability of suudividual as determined by the Committee
in its sole discretion.

2.13 Effective Date shall mean October 31, 199b6jesui to shareholder approval. See Article 9 herein
2.14 Fair Market Value of the Common Stock as date of determination shall mean the following:

(a) Stock Listed and Shares Traded. If the ComntookSs listed and traded on a national securéiahange (as such term is defined by the
1934 Act) or on The Nasdaq National Market on tai@f determination, the Fair Market Value perstshall be the closing price of a share
of the Common Stock on said national securitiehiarge or National Market System on the date ofrdetation. If the Common Stock is
traded in the over-the-counter market, the Fairkda¥alue per share shall be the average of trengdid and asked prices on the date of
determination.

(b) Stock Listed But No Shares Traded. If the Comi8tock is listed on a national securities exchagmn the National Market System but
no shares of the Common Stock are traded on tieeofi@etermination but there were shares tradedhtas within a reasonable period before
the date of determination, the Fair Market Valualldhe the closing price of the Common Stock onrttwest recent date before the date of
determination. If the Common Stock is regularlyd&d in the over-the-counter market but no shar¢seo€ommon Stock are traded on the
date of determination (or if records of such traalesunavailable or burdensome to obtain) but there shares traded on dates within a
reasonable period before the date of determinati@ni-air Market Value shall be the average ofcthsing bid and asked prices of the
Common Stock on the most recent date before theeafatetermination.

(c) Stock Not Listed. If the Common Stock is netdid on a national securities exchange or on titieMNd Market System and is not regule
traded in the over-the-counter market, then the @ittee shall determine the Fair Market Value of @@nmmon Stock from all relevant
available facts, which may include the averagédefdosing bid and ask prices reflected in the #hercounter market on a date within a
reasonable period either before or after the datiet@rmination or opinions of independent expast$o value and may take into account any
recent sales and purchases of such Common Stadlk txtent they are representative.

The Committee's determination of Fair Market Valwbich shall be made pursuant to the foregoing igiors, shall be final and binding for
all purposes of this Plan.

2.15 NQSO shall mean an option to which Code (3)(#&ating generally to certain incentive stockiaps and other options) does not ap
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2.16 Option shall mean NQSO's granted to indivislypalrsuant to the terms and provisions of this.Plan

2.17 Option Agreement shall mean a written agre¢nexecuted and dated by the Company and an Ogti@velencing an Option granted
under the terms and provisions of this Plan, sgftinth the terms and conditions of such Optiord specifying the name of the Optionee and
the number of shares of stock subject to such @ptio

2.18 Option Price shall mean the purchase pridcheghares of Common Stock underlying an Option.
2.19 Optionee shall mean an individual who is gdrein Option pursuant to the terms and provisiétisi® Plan.
2.20 Person shall mean any individual, organizationporation, partnership, trust or other entity.
2.21 Plan shall mean this ADTRAN, Inc. 1995 Direst8tock Option Plan.
ARTICLE 3
Administration

3.1 General Administration. The Plan shall be adsténed and interpreted by the Committee. Subgetiié express provisions of the Plan,
Committee shall have authority (to the extent theth authority does not disqualify the Plan frormbge "formula plan” within the meaning

of paragraph (c)(2)(ii) of Rule 16b-3 of the 193dt)Ato interpret the Plan, to prescribe, amendrasdind rules and regulations relating to the
Plan, to determine the terms and provisions ofapton Agreements by which Options shall be evigen@vhich shall not be inconsistent
with the terms of the Plan), and to make all otteterminations necessary or advisable for the adtration of the Plan, all of which
determinations shall be final, binding and conalasi

3.2 Appointment. The Board shall appoint the Cortarifrom among its members to serve at the pleaduhe Board. The Board from time
to time may remove members from, or add membeitheoCommittee and shall fill all vacancies therebime Committee at all times shall be
composed of two or more directors.

3.3 Organization. The Committee may select onésahiembers as its chairman and shall hold its mgett such times, in such manner and
at such places as it shall deem advisable. A ntgjofithe Committee shall constitute a quorum, smch majority shall determine its actions.
The Committee shall keep minutes of its proceedargsshall report the same to the Board at theingeréxt succeeding.

3.4 Indemnification. In addition to such other tiglof indemnification as they have as directorasomembers of the Committee, the members
of the Commiittee, to the extent permitted by aplie law, shall be indemnified by the Company agfaieasonable expenses (including,
without limitation, attorneys' fees) actually aretassarily incurred in connection with the deferfsgny action, suit or proceeding, or in
connection with any appeal, to which they or anthein may be a party by reason of any action takdailure to act under or in connection
with the Plan or any Options granted hereunder,against all amounts paid by them in settlemenethfgprovided such settlement is
approved to the extent required by and in the mapravided by the articles or certificate of
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incorporation or the bylaws of the Company relatmgndemnification of directors) or paid by themsatisfaction of a judgment in any such
action, suit or proceeding, except in relation ttters as to which it shall be adjudged in suctoacsuit or proceeding that such Committee
member or members did not act in good faith aralnmanner he or they reasonably believed to be impbopposed to the best interest of the
Company.

ARTICLE 4
Stock

The stock subject to the Options and other promssiof the Plan shall be authorized but unissuedarquired shares of Common Stock.
Subject to readjustment in accordance with theipians of Article 7, the total number of share<Caimmon Stock for which Options may be
granted to persons participating in the Plan siatliexceed in the aggregate 200,000 shares of Constazk. Notwithstanding the foregoing,
shares of Common Stock allocable to the unexergseiibn of any expired or terminated Option agaisy become subject to Options under
the Plan.

ARTICLE S
Eligibility to Receive and Grant of Options

5.1 Individuals Eligible for Grants of Options. Timglividuals eligible to receive Options hereundleall be solely those individuals who are
Directors and who are not employees of the Comparmany parent or subsidiary corporation of the Canyp Such Directors shall receive
Options hereunder in accordance with the provisardection 5.2 below.

5.2 Grant of Options. Options shall be grantechtsé Directors who are eligible under Section 5dva in accordance with the following
formulas:

(a) Option Upon Initially Becoming a Director. Upanitially becoming a Director, an individual shalubject to subsection (c) below, be
granted an Option to purchase 10,000 shares of @on8tock, with such Option subject to the provisiohArticle 6 below. The Options
granted under this subsection (a) shall be evidkéhgahe Option Agreement shown in Exhibit A. ThetiOns granted under this subsection
(a) shall not be granted to a Director who hasipresly served as a Director and who is again bexgraiDirector, but shall only be granted
upon an individual's initially becoming a Director.

(b) Option Upon Commencement of Term. As of Decem¥deof each calendar year following the calendsaryn which a Director receive!
grant of Options under subsection (a) above, aivithehl shall, if such individual is a Director asuch date and subject to subsections (c)
and

(d) below, be granted an Option to purchase 5,0@8es of Common Stock, with such Option subjethéoprovisions of Article 6 below.
Options granted under this subsection (b) shathlidenced by the Option Agreement shown in ExiBbit

(c) Transitional Rules. No individual who is seryias a Director as of the Effective Date of thisrP$hall be entitled to any Options under
subsection (b) above until the December 31 neiaviahg the Effective Date. Each Director as of Eféective Date shall be granted Options
under the terms and provisions of subsection (ayalas of the Effective Date as if such Directat mtially become a Director on the
Effective Date. Options granted under this subeed(t) shall be evidenced by the Option Agreembatvs in Exhibit A.
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(d) Rules Against Double Granting of Options fom8ltaneous Service. Notwithstanding any provisibthis Section to the contrary, an
individual shall not be granted an Option to pusgheore than 2,000 shares as of any December &t thedprovisions of subsection (b)
above.

ARTICLE 6
Terms and Conditions of Options
Options granted hereunder and Option Agreementsciraply with and be subject to the following tesrand conditions:

6.1 Requirement of Option Agreement. Upon the godiain Option hereunder, the Committee shall pefar cause to be prepared) an
Option Agreement. The Committee shall present €)jation Agreement to the Optionee. Upon executiosuzh Option Agreement by the
Optionee, such Option shall be deemed to have peeatied effective as of the date of grant. Thaifaibf the Optionee to execute the Option
Agreement within 30 days after the date of theiptad same shall render the Option Agreement &edunderlying Option null and void ab
initio.

6.2 Optionee and Number of Shares. Each Optionekgeat shall state the name of the Optionee antbthenumber of shares of the
Common Stock to which it pertains, the Option Pribe Beneficiary of the Optionee and the datefaghich the Option was granted under
this Plan.

6.3 Vesting. Each Option shall first become exeaitlis (i.e., vested) with respect to the sharesestiby such Option as of the first annivers
of the date the Option is granted. Prior to saig dde Option shall be unexercisable in its etytirdotwithstanding the foregoing, all Options
granted to an Optionee shall become immediateltedesnd exercisable for 100% of the number of shembject to the Options upon the
Optionee's becoming Disabled (within the meaning§&dtion 2.12 hereof) or upon his death or upoh@nGe in Control. Other than as
provided in the preceding sentences, if an Opti@@ases to be a Director of the Company, his rigfttsregard to all non-vested Options
shall cease immediately.

6.4 Option Price. The Option Price of the shareG@mhmon Stock underlying each Option shall be thie Aarket Value of the Common
Stock on the date the Option is granted. Upon di@tof an Option Agreement by both the Company @ptionee, the date as of which the
Option was granted under this Plan as noted iDiptton Agreement shall be considered the date aohwduch Option is granted.

6.5 Terms of Options. Terms of Options granted utitke Plan shall commence on the date of granshall expire ten years from the date
the Option is granted. No Option shall be grantexdttinder after ten years from the earlier of thte ttee Plan is approved by the sharehol
or the date the Plan is adopted by the Board.

6.6 Terms of Exercise. The exercise of an Optiog b&afor less than the full number of shares of @mm Stock subject to such Option, but
such exercise shall not be made for less tharD(l)shares or (ii) the total remaining shares stligethe Option, if such total is less than 100
shares. Subject to the other restrictions on esemét forth herein, the unexercised portion dbption may be exercised at a later date by the
Optionee.

6.7 Method of Exercise. All Options granted herearrghall be exercised by written notice directethoSecretary of the Company at its
principal place of business or to such other peesothe
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Committee may direct. Each notice of exercise staltify the Option which the Optionee is exengs{in whole or in part) and shall be
accompanied by payment of the Option Price fomilmaber of shares specified in such notice and lpydanuments required by Section 8.1.
The Company shall make delivery of such sharesinvidtreasonable period of time; provided, if any t& regulation requires the Company
to take any action (including, but not limited tee filing of a registration statement under th83@.ct and causing such registration state!
to become effective) with respect to the sharesifipd in such notice before the issuance thertbefy the date of delivery of such shares ¢
be extended for the period necessary to take sttamna

6.8 Medium and Time of Payment.

(a) The Option Price shall be payable upon theatseof the Option in an amount equal to the nunobshares then being purchased times
the per share Option Price. Payment, at the eledfithe Optionee (or his Beneficiary as providedubsection (c) of Section 6.9), shall be
(A) in cash; (B) by delivery to the Company of atifeate or certificates for shares of the Comn8inck duly endorsed for transfer to the
Company with signature guaranteed by a memberdfrennational stock exchange or by a nationalatedpvank or a federally chartered thrift
institution (or guaranteed or notarized in sucteothanner as the Committee may require) or byunsitrg the Company to retain shares of
Common Stock upon the exercise of the Option witaia Market Value equal to the exercise priceagment; or (C) by a combination of
(A) and (B).

(b) If the Optionee delivers Common Stock with &ueahat is less than the total Option Price, thiech Optionee shall pay the balance of the
total Option Price in cash, other property or segsj as provided in subsection (a) above.

6.9 Effect of Termination of Service, Disability Death. Except as provided in subsections (a)arfld)(c) below, no Option shall be
exercisable unless the Optionee thereof shall baea a Director from the date of the granting ef@ption until the date of exercise.

(a) Termination of Service. In the event an Opt®mneases to be a Director for any reason otherdbath or Disability, any Option or
unexercised portion thereof granted to him shathieate on and shall not be exercisable after #nkest to occur of the expiration date of the
Option, three months after the date the Optionese®to be a Director or the date on which the Gompgives notice to such Optionee of
termination of his service as a Director if senieéerminated by the Company or by its sharehslétmr Cause (an Optionee's resignation in
anticipation of termination of service by the Comypar by its shareholders for Cause shall constitunotice of termination by the
Company). Notwithstanding the foregoing, in thergubat an Optionee's service as a Director tertegfor a reason other than death or
Disability at any time after a Change of Contrbk term of all Options of that Optionee shall bteaded through the end of the three-month
period immediately following the date of such temation of service. Prior to the earlier of the dagpecified in the preceding sentences o
subsection (a), the Option shall be exercisablg mnhccordance with its terms and only for the benmof shares exercisable on the date of
termination of service as a Director.

(b) Disability. Upon the termination of an Optiofeservice as a Director due to Disability, anyi@pbr unexercised portion thereof granted
to him which is otherwise exercisable shall terrtenan and shall not be exercisable after the eadieccur of the expiration date of such
Option, or one year after the date on which suctidDpe ceases to be a Director due to DisabilitiprRo the earlier of such date, such
Option shall be exercisable only
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in accordance with its terms and only for the nunddeshares exercisable on the date such Optioser/&e as a Director ceases due to
Disability.

(c) Death. In the event of the death of the Optowile he is a Director, within three months after date on which such Optionee's service
as a Director is terminated (for a reason othem tause) as provided in subsection (a) above, thirmone year after the date on which such
Optionee's service as a Director terminated dunst®isability, any Option or unexercised portibieiteof granted to him which is otherwise
exercisable may be exercised by the Optionee'sfB&rg at any time prior to the expiration of opear from the date of death of such
Optionee, but in no event later than the date pfrakon of the option period. Such exercise shalkffected pursuant to the terms of this
Section as if such Beneficiary is the named Op#one

6.10 Restrictions on Transfer and Exercise of GgtitNo Option shall be assignable or transferapliné Optionee except by transfer to a
Beneficiary upon the death of the Optionee, andmmported transfer (other than as excepted alshad) be null and void. After the death of
an Optionee and upon the death of the Optioneeisfidgary, an Option shall be transferred only Lif @r by the laws of descent and
distribution. During the lifetime of an OptionebetOption shall be exercisable only by him; prodideowever, that in the event the Optionee
is incapacitated and unable to exercise Optiordd) Qptions may be exercised by such Optionee's$ ¢p@adian, legal representative,
fiduciary or other representative whom the Comraitleems appropriate based on applicable factsiemuhnstances.

6.11 Rights as a Shareholder. An Optionee shak Imavrights as a shareholder with respect to sltaresred by his Option until date of the
issuance of the shares to him and only after th#o@Price of such shares is fully paid. Unlesscef in Article 7, no adjustment will be
made for dividends or other rights for which theam date is prior to the date of such issuance.

6.12 No Obligation to Exercise Option. The grantifigstn Option shall impose no obligation upon thi@hee to exercise such Option.
ARTICLE 7
Adjustments Upon Changesin Capitalization

7.1 Recapitalization. In the event that the outditagn shares of the Common Stock of the Companyareafter increased or decreased or
changed into or exchanged for a different numbéxiradt of shares or other securities of the Comganyeason of a recapitalization,
reclassification, stock split, combination of stsoe dividend payable in shares of the Common Stihekfollowing rules shall apply:

(a) The Committee shall make an appropriate adjeistim the number and kind of shares availabletfergranting of Options under the Plan,
and in the number and kind of shares granted uBdetion 5.2.

(b) The Committee also shall make an approprigiesadent in the number and kind of shares as teahvbutstanding Options, or portions
thereof then unexercised, shall be exercisablesanl adjustment in any outstanding Options skeathbde without change in the total price
applicable to the unexercised portion of such Qpéind with a corresponding adjustment in the Opfidoe per share. No fractional shares
shall be issued or optioned in making the foregaidgistments, and the number of shares availalderithe Plan or the
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number of shares subject to any outstanding Opsba#i be the next lower number of shares, roundlhfyjactions downward.

(c) If any rights or warrants to subscribe for diddial shares are given pro rata to holders oftanting shares of the class or classes of stock
then set aside for the Plan, each Optionee shahbied to the same rights or warrants on theeshasis as holders of the outstanding shares
with respect to such portion of his Option as isreised on or prior to the record date for detemmgirshareholders entitled to receive or
exercise such rights or warrants.

7.2 Reorganization. Subject to any required adbipthe shareholders, if the Company shall be ayparany reorganization involving merger,
consolidation, acquisition of the stock or acqiositof the assets of the Company which does naitdate a Change of Control, and if the
agreement memorializing such reorganization soigesy any Option granted but not yet exercised glealain to and apply, with approprit
adjustment as determined by the Committee, toehargies of the resulting corporation to whichader of the number of shares of the
Common Stock subject to such Option would have leeitied. If such agreement does not so provideg,a all Options granted hereunder
shall become immediately nonforfeitable and fublgkeisable or vested (to the extent permitted ufelberal or state securities laws) and are
to be terminated after giving at least 30 daystcedb the Optionees to whom such Options have besmted.

7.3 Dissolution and Liquidation. If the Board adoptplan of dissolution and liquidation that is @mwed by the shareholders of the Company,
the Committee shall give each Optionee writtena@otif such event at least ten days prior to itsofiffe date, and the rights of all Optionees
shall become immediately nonforfeitable and fubgrcisable or vested (to the extent permitted ufetderal or state securities laws).

7.4 Limits on Adjustments. Any issuance by the Camypof stock of any class, or securities conveatibto shares of stock of any class, shall
not affect, and no adjustment by reason theredf sbanade with respect to, the number or pricehafres of the Common Stock subject to
any Option, except as specifically provided othsenin this Article. The grant of Options pursuanttte Plan shall not affect in any way the
right or power of the Company to make adjustmemrtdassifications, reorganizations or changessofapital or business structure or to
merge, consolidate or dissolve, or to liquidatd,meransfer all or any part of its business ssets. All adjustments the Committee makes
under this Article shall be conclusive.

ARTICLE 8
Agreement by Optionee and Securities Registration

8.1 Agreement. If, in the opinion of counsel to @@mpany, such action is necessary or desirabl®ptimns shall be granted to any
Optionee, and no Option shall be exercisable, snksthe time of grant or exercise, as applicaleh Optionee (i) represents and warrants
that he will acquire the Common Stock for investtramly and not for purposes of resale or distributiand (i) makes such further
representations and warranties as are deemed agcesslesirable by counsel to the Company wittareégo holding and resale of the
Common Stock. The Optionee shall, upon the reqfabe Committee, execute and deliver to the Compamnagreement or affidavit to such
effect. Should the Committee have reasonable dauselieve that such Optionee did not execute sigteement or affidavit in good faith, 1
Company shall not be bound by the grant of theddptrr by the exercise of the Option. All certifieatrepresenting shares of Common Stock
issued pursuant to the Plan shall be marked wétidtowing restrictive legend or similar legenfisiuch marking, in the opinion of counse
the Company, is necessary or desirable:
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The shares by this certificate [have not been texgid under the Securities Act of 1933, as amerateitie securities laws of any state and’
held by an "affiliate" (as such term is definedRinle 144 promulgated by the Securities and Exch&uagamission under the Securities Ac!
1933, as amended) of the Corporation. Accordinflgse shares may not be sold, hypothecated, pledgatierwise transferred except (i)
pursuant to an effective registration statementutite Securities Act of 1933, as amended, andapplicable securities laws or regulations
of any state with respect to such shares, (iicooedance with Securities and Exchange Commissilen144, or (iii) upon the issuance to the
Corporation of a favorable opinion of counsel @& fubmission to the Corporation of such other exddeas may be satisfactory to the
Corporation that such proposed sale, assignmeaiingorance or other transfer will not be in violatiaf the Securities Act of 1933, as
amended, or any applicable securities laws of &g ®r any rules or regulations thereunder. Atgnapted transfer of this certificate or the
shares represented hereby which is in violatioinefpreceeding restrictions will not be recognibgdhe Corporation, nor will any transferee
by recognized as the owner thereof by the Corpmmati

If the Common Stock is (A) held by an Optionee wases to be an "affiliate," as that term is defineRule 144 of the 1933 Act, or (B)
registered under the 1933 Act and all applicalatestecurities laws and regulations as provided in

Section 8.2, the Committee, in its discretion ariith whe advice of counsel, may dispense with ohatize the removal of the restrictive
legend set forth above or the portion thereof wiscinapplicable.

8.2 Registration. In the event that the Compariisisole discretion shall deem it necessary orsable to register, under the 1933 Act or any
state securities laws or regulations, any sharésnespect to which Options have been granted hderuthen the Company shall take such
action at its own expense before delivery of théifasates representing such shares to an Optidnesuch event, and if the shares of
Common Stock of the Company shall be listed onrational securities exchange or on The Nasdaq haltiarket at the time of the
exercise of any Option, the Company shall make ptapplication at its own expense for the listimgsoich stock exchange or The Nasdaq
National Market of the shares of Common Stock tisbeed

ARTICLE 9
Effective Date

The Plan shall be effective as of the EffectivedDand no Options shall be granted hereunder farisaid date. Adoption of the Plan shall be
approved by the shareholders of the Company adheer of (i) the annual meeting of the sharehadd the Company which immediately
follows the date of the first grant or award of ©ps hereunder, or (ii) 12 months after the adoptibthe Plan by the Board. Shareholder
approval shall be made by a majority of the votest at a duly held meeting at which a quorum regmiasg a majority of all outstanding
voting stock is, either in person or by proxy, emsand voting on the Plan, or by the written cobgelieu of a meeting of the holders of a
majority of the outstanding voting stock or suchajer number of shares of voting stock as may dpgined by the Company's articles or
certificate of incorporation and bylaws and by agaitle law; provided, however, such shareholderagy, whether by vote or by written
consent in lieu of a meeting, must be solicitedssaitially in accordance with the rules and regoest in effect under Section 14(a) of the
1934 Act. Failure to obtain such approval shalbesrthe Plan and any Options granted hereundeandlioid ab initio.
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ARTICLE 10
Amendment and Ter mination

10.1 Amendment and Termination By the Board. SulifeSection 10.2 below, the Board shall have thwey at any time to add to, amend,
modify or repeal any of the provisions of the Plansuspend the operation of the entire Plan orodiitg provisions for any period or periods
or to terminate the Plan in whole or in part. la #vent of any such action, the Committee shaplgnewritten procedures which, when
approved by the Board, shall govern the administnaif the Plan resulting from such addition, anmaedt, modification, repeal, suspension
or termination.

10.2 Restrictions on Amendment and Terminationwitbstanding the provisions of Section 10.1 abake,following restrictions shall apply
to the Board's authority under Section 10.1 above:

(a) Prohibition Against Adverse Affects on OutstargdOptions. No addition, amendment, modificatimpeal, suspension or termination
shall adversely affect, in any way, the rightshef Optionees who have outstanding Options withweicbnsent of such Optionees;

(b) Shareholder Approval Required for Certain Madifions. No modification or amendment of the Rizay be made without the prior
approval of the shareholders of the Company if suoHification or amendment would cause the applepbrtions of the Plan to fail to
qualify as an ISO plan pursuant to Codess.422, mattification or amendment would materially incredise benefits accruing to participants
under the Plan, such modification or amendment dvaudterially increase the number of securities Wini@ay be issued under the Plan, or
such modification or amendment would materially mpthe requirements as to eligibility for partieition in the Plan. Clauses (ii), (iii) and
(iv) of the preceding sentence shall be interprétextcordance with the provisions of paragrapf2{df Rule 16b-3 of the 1934 Act.
Shareholder approval shall be made by a majorith@iotes cast at a duly held meeting at which@awum representing a majority of all
outstanding voting stock is, either in person ophyxy, present and voting, or by the written carnis$e lieu of a meeting of the holders of a
majority of the outstanding voting stock or suchajer number of shares of voting stock as may d¢pgéined by the Company's articles or
certificate of incorporation and bylaws and by agaitle law; provided, however, that for modificaisodescribed in clauses (ii), (iii) and (iv)
above, such shareholder approval, whether by voby avritten consent in lieu of a meeting, mussbécited substantially in accordance w
the rules and regulations in effect under Sectig@)lof the 1934 Act as required by paragraph jlmfRule 16b-3 of the 1934 Act; and

(c) Six Month Restriction on Amendments. No prosisdf this Plan may be modified or amended mora titece every six months, other
than to comport with changes in the Code, the Eygadretirement Income Security Act of 1974, as atadnor the rules and regulations
promulgated thereunder. The preceding sentenckbshadterpreted in accordance with the provisiohparagraph (c)(ii)(B) of Rule 16b-3 of
the 1934 Act.

ARTICLE 11
Miscellaneous Provisions

11.1 Application of Funds. The proceeds receivethkeyCompany from the sale of the Common Stockestihp the Options granted
hereunder will be used for general corporate puepos
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11.2 Notices. All notices or other communicatiogsab Optionee to the Committee pursuant to or imeation with the Plan shall be deen
to have been duly given when received in the fgoet#ied by the Committee at the location, or by lerson, designated by the Committee
for the receipt thereof.

11.3 Term of Plan. Subject to the terms of Artitle the Plan shall terminate upon the later afh@) complete exercise or lapse of the last
outstanding Option, or (ii) the last date upon veh@ptions may be granted hereunder.

11.4 Compliance with Rule 16b-3. This Plan is intehto be in compliance with the requirements dERi6b3 as promulgated under Sect
16 of the 1934 Act.

11.5 Governing Law. The Plan shall be governedrzyanstrued in accordance with the laws of theeSihAlabama.

11.6 Additional Provisions By Committee. The Optidgreements authorized under the Plan may contaih sther provisions, including,
without limitation, restrictions upon the exercsfean Option, as the Committee shall deem advisgtevided, such authority may not
disqualify the Plan from being a "formula plan" miit the meaning of paragraph (c)(2)(ii) of Rule 4Bbf the 1934 Act.

11.7 Plan Document Controls. In the event of amyflad between the provisions of an Option Agreetreamd the Plan, the Plan shall control.

11.8 Gender and Number. Wherever applicable, trezulime pronoun shall include the feminine pronand the singular shall include the
plural.

11.9 Headings. The titles in this Plan are insefde@onvenience of reference; they constitute ad pf the Plan and are not to be considered
in the construction hereof.

11.10 Legal References. Any references in this Rlanprovision of law which is, subsequent toHfiective Date of this Plan, revised,
modified, finalized or redesignated, shall autorslly be deemed a reference to such revised, neddifinalized or redesignated provision of
law.

11.11 No Rights to Perform Services. Nothing corediin the Plan, or any modification thereof, shalliconstrued to give any individual any
rights to perform services for the Company or aasept or subsidiary corporation of the Company.

11.12 Unfunded Arrangement. The Plan shall noueéd, and except for reserving a sufficient nunab@uthorized shares to the extent
required by law to meet the requirements of th@Rlee Company shall not be required to establighspecial or separate fund or to make
any other segregation of assets to assure the payrhany grant under the Plan.
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ADOPTED BY BOARD OF DIRECTORS EFFECTIVE AS OF OCTOBER 31, 1995
APPROVED BY SHAREHOLDERS ON APRIL 19, 1996

FIRST AMENDMENT ADOPTED BY BOARD OF DIRECTORS
EFFECTIVE ASOF APRIL 20, 1999

SECOND AMENDMENT ADOPTED BY BOARD OF DIRECTORS
EFFECTIVE ASOF JULY 15, 1999

AMENDED AND RESTATED PLAN ADOPTED BY BOARD OF DIRECTORS
EFFECTIVE ASOF JANUARY 13, 2000
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FIRST AMENDMENT TO THE
ADTRAN, INC. AMENDED AND RESTATED
1995 DIRECTORS STOCK OPTION PLAN

This FIRST AMENDMENT to the ADTRAN, INC. AMENDED AR RESTATED 1995 DIRECTORS STOCK OPTION PLAN (thdd#®"),
made by ADTRAN, Inc. (the "Company") is effective @ December 20, 2001;

WITNESSETH:
WHEREAS, the Company maintains the Plan for theefieaf its non- employee directors;

WHEREAS, the Company implemented the Plan to eragmiits non-employee directors to obtain a progmnyeinterest in the Company, to
provide those directors with an added incentivediatinue service as directors and to stimulate #féorts in promoting the growth,
efficiency and profitability of the Company;

WHEREAS, due to market fluctuations, the exercisegs of many of the options granted to non-emmagieectors under the Plan are not
significantly higher than current value, and théapees holding those options are unlikely to beivated by the opportunities generally
presented by the grant of stock options;

WHEREAS, the Company wishes to recapture the vafiwtock options for its non-employee directoreider to further the purposes of the
Plan;

WHEREAS, the Company intends to implement a prog@offer its non-employee directors (as well dseo$) the opportunity to surrender
certain previously granted stock options and recaigmaller number of new options granted undePthe and the Company's other stock
option plans at current market prices;

WHEREAS, in order to permit the Company's non-erpgdodirectors to participate in the option exchaoier, the Company wishes to
amend the Plan at this time;

WHEREAS, Article 10 of the Plan allows the Boarddfectors to amend the Plan at any time, sub@shtareholder approval of any
amendment which would materially increase the hena€cruing to participants under the Plan, anthoeother restrictions not applicable in
this instance; and

WHEREAS, the Board of Directors, after consultinghwecounsel, determined this First Amendment toRten, does not materially increase
the

benefits accruing to participants under the Plan;
NOW, THEREFORE, the Company hereby amends the &dallows:
1. A new Section 2.13A shall be added between &e®.13 and 2.14 of the Plan, to read as follows:

"2.13A Exchange Offer shall mean that certain OffeExchange dated January __, 2002, as set fottteiSchedule TO to be filed with the
Securities and Exchange Commission under Rule I#ahe 1934 Act."

2. The first sentence of Section 5.2(b) of the Rlaall be amended to read as follows:
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"Option Upon Commencement of Term. Except as pexid Section 5.3(a) below, as of December 31 ofi ealendar year following the
calendar year in which a Director receives a go@ptions under subsection (a) above, an individhall, if such individual is a Director as
of such date and subject to subsections (c) anbgld)v, be granted an Option to purchase 5,00Cst&ErCommon Stock, with such Option
subject to the provisions of Article 6 below."

3. To conform Section 5.2(d) of the Plan to the mdmeents effective as of April 20, 1999, Section&)Zhall be amended by striking "2,000"
and by substituting "5,000" in lieu thereof.

4. A new Section 5.3 shall be added to the Pldolisvs:

"5.3 Option Exchange. Notwithstanding anythingtirs tPlan to the contrary, each individual who Bigector as of December 31, 2001 shall
receive a grant of Options pursuant to subsectipbélow, and may be eligible for a grant of Opgiguirsuant to subsection (b) below under
the terms of the Exchange Offer:

(a) Elimination of 2001 Grants. No grants shalhib@de to Directors under Section 5.2(b) above &egEmber 31, 2001. Any individual who
would otherwise have received a grant under Seé&tipfb) shall instead receive a grant as followWdp¢ any Director who elects to
participate in the Exchange Offer, as of the da&t such Director receives a grant of Options usdesection (b) below, such individual
shall, if such individual is a Director as of suldite, be granted an Option to purchase 5,000 shaf&smmon Stock, with such Option
subject to the provisions of Article 6 below; aj {or any Director who elects not to participatetihie Exchange Offer, as of the date that is
one business day after termination of the Exch@f@er, such individual shall, if such individualasDirector as of such date, be granted an
Option to purchase 5,000 shares of Common Stock, svich Option subject to the provisions of Arti6leelow. No Director shall be granted
an Option to purchase more than 5,000 shares tnel@rovisions of this subsection.

(b) Option Grants. As of a date that is within 8teday period beginning on the first business dhiclvis at least six months and two days
after the date on which Options are cancelled uttdeExchange Offer, for each eligible Option tad@irector tenders and the Company
accepts for exchange pursuant to the terms of xoadhge Offer, such Director shall, if the indivadlis a Director as of such date, be granted
an Option to purchase a number of shares of ConBhack equal to three shares for every four shéuastere subject to the tendered Op
plus additional shares equal to the remaining nurabshares if the number tendered is not divisiyldour, as provided under the terms of
the Exchange Offer. Such grant shall be subjetttégrovisions of Article 6 below."

5. The first sentence of Section 6.3 shall be ameéiil its entirety as follows:

"Each Option shall first become exercisable witkpet to the shares subject to such Option asedfrdt anniversary of the date the Optio
granted; provided, any Option granted under Sed&i8(¢b) as a result of the Exchange Offer shallt@ exercisable immediately upon the
date of grant."

6. Section 6.5 shall be amended in its entiretipbews:

"6.5 Terms of Options. Terms of Options grantedeuritle Plan shall commence on the date of granshalll expire ten years from the date
the Option is granted. Notwithstanding the foregoithe term of any Option granted under Sectio).8s a result of the Exchange Offer
shall commence on the date of grant and shall expirthe expiration date of the Option that wasléead in exchange for such
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Option pursuant to the terms of the Exchange ONerOption shall be granted hereunder after temsyleam the earlier of (a) the date the
Plan is approved by the shareholders, or (b) titetti@ Plan is adopted by the Board."

7. Section 10.2(b) shall be amended in its entiastjollows:

"(b) Shareholder Approval Required for Certain Mmditions. No modification or amendment of the Ptagaly be made without the prior
approval of the shareholders of the Company gh modification or amendment would materiallyré@ase the benefits accruing to
participants under the Plan, (ii) such modificattsramendment would materially increase the nurbeecurities which may be issued un
the Plan, or (iii) such modification or amendmewiNd materially modify the requirements as to dlility for participation in the Plan.
Clauses (i), (ii) and (iii) of the preceding sergershall be interpreted in accordance with the iprons of paragraph (b)(2) of Rule 16b-3
promulgated under the 1934 Act, as such rule waéféct on August 14, 1996. Shareholder approvall §ie made by a majority of the votes
cast at a duly held meeting at which a quorum msepring a majority of all outstanding voting stagkeither in person or by proxy, present
and voting, or by the written consent in lieu ahaeting of the holders of a majority of the outsliag voting stock or such greater number of
shares of voting stock as may be required by thepgamy's articles or certificate of incorporatiorddoylaws and by applicable law; provided,
however, that for modifications described in clau§g (i) and (iii) above, such shareholder apfadowhether by vote or by written consen
lieu of a meeting, must be solicited substantiailgccordance with the rules and regulations ia@ffinder Section 14(a) of the 1934 Act as
required by paragraph (b)(2) of Rule 16b-3 of tB84LAct; and"

8. Section 10.2(c) shall be deleted.
9. All other provisions of the Plan not inconsigtearewith shall remain in full force and effect.

IN WITNESS WHEREOF, the Company has caused thi& Fimendment to the Amended and Restated Plan éxdoguted by its duly
authorized officer.

ADTRAN, INC.
By:

Title:
Date:
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Exhibit (d)(3)
ADTRAN, INC.
EMPLOYEE INCENTIVE STOCK OPTION PLAN
February 14, 1986
1. Plan Summary

The Plan provides that an aggregate of 200,00@stwrthe Corporation's common stock may be optidadey employees of the grantor
Corporation. The Plan provides authority for a 8t@ption Plan Committee to select the employedh®fCorporation to whom incentive
stock options will be granted. No person may betge any option unless he agrees to remain an gemlaf the Corporation for at least one
(1) year and to become a party to a stock buy el@greement. There are approximately three ey and directors of the Corporation
plus other key employees eligible to receive ogionder the Plan. All officers and directors mastipigate in the Plan.

Following the statutory requirements of Code (SP.2Pe Plan provides that the Committee may esthtihe purchase price of the stock at
the time the option is granted. However, the puseharice may not be less than 100 percent of thenfarket value of the Corporation's
common stock on the date the option is granteddtfition, for employees possessing more than @hp@rcent of the issued shares of
common stock of the Corporation at the time théoopis granted, the purchase price may not bethess 110 percent of the fair market value
of the Corporation's common stock on the date gt®o is granted. Options granted by the Commitgiebe ten (10) years or less in
duration, with the exception of options grante@naployees possessing more than ten (10) percené idsued shares of common stock o
Corporation at the time the option is granted, Whaptions will be five (5) years or less in duratién addition, if fifty (50) percent or more
the Corporation's assets are sold, the Committdats sole discretion, may reduce the durationlladwtstanding options so as to terminate
within ninety (90) days after the date of said sdlassets. The aggregate fair market value o$tiek for which any employee may be
granted options in any calendar year shall note&i00,000 plus any unused limit carried oved&imed in Plan (S)3(d)) to such year fr
any prior calendar year.

The Plan terminates ten (10) years from its effectiate. All new options to be granted are nonfeaable. The Corporation is to receive no
cash consideration for granting options under the . ”-However, when an option is exercised, the éraikl required to pay the option price, in
cash or certified bank check, shares of the Cotjmora common stock or in any combination of thea for the number of shares of
common stock to be issued on exercise of the oporadjustment shall be made for cash dividendbeissuance to shareholders of rights
to subscribe to additional common stock or otheusgges.

2. Administration of the Plan

The Board of Directors shall appoint a Stock Opfdan Committee (hereinafter called the "Commiftegiich shall consist of not less than
two
(2) members,



at least one of whom shall be a director of thepBmation. Subject to the provisions of the Plar, dommittee shall have plenary authority
its discretion: (a) to determine the employeesefCorporation (from among the class of employéigibke under Section 3 to receive opti
under the Plan) to whom options shall be grantedtq determine the time or times at which optishall be granted; (c) to determine the
option price of the shares subject to each optidrich price shall not be less than the minimum gjgetin Section 5; (d) to determine
(subject to Section 7) the time or times when agatfon shall become exercisable and the duratidghe&xercise period; and (e) to interpret
the Plan and to prescribe, amend, and rescind anlésegulations relating to it. The Board may friomme to time appoint members of the
Committee in substitution for members previouslpapted and may fill vacancies, however causethénCommittee; provided, however
that at all times at least one member shall beextdir of the Corporation. The Committee shall gebae of its members as its Chairman and
shall hold its meetings at such times and placéssimll deem advisable. All actions of the Contegtshall be taken by unanimous vote of its
members. Any action may be taken by a written ims&nt signed by all the members of the Committed,action so taken shall be fully as
effective as if it had been taken by a unanimoue @b the members at a meeting duly called and. Adld Committee may appoint a
Secretary to keep minutes of its meetings and shalle such rules and regulations for the conduits dfusiness as it shall deem advisable.

3. Eligibility and Limitations on Options Grantedder this Plan

(a) Options will be granted only to persons wholag employees of the grantor Corporation who agreeriting, to (1) remain in the
employ of, and render services to, the Corporatioa subsidiary corporation of the Corporationdqreriod of at least one (1) year from the
date of granting of the option; and (2) becomersyga that certain Stock Buy and Sell Agreemerieddebruary 14, 1986, for its duration.
The term "key employees" shall include officersediors, executives, and supervisory personneletisaas other employees of the
Corporation.

(b) No option may be granted to any employee, whbetime of such grant, owns more than ten pénd?o) of the issued common stock
of the Corporation, unless at the time of such gitie option price is fixed at not less than onadred and ten percent (110%) of the fair
market value of the stock subject to the optiom, e exercise of such option is prohibited byétsns after the expiration of five (5) years
from the date such option is granted.

(c) The aggregate fair market value of the stockabich any employee may be granted options inGaigndar year shall not exceed
$100,000 plus any unused limit carryover (as deffine3(d) hereof) to such year from any prior cdemnyear.

(d) The unused limit carryover from any such catangear shall be one-half of any excess of $100¢03@0 the aggregate fair market value of
the common stock for which an employee was graopgidns under the Plan. The unused limit for afgrudar year shall be carried forward
for three (3) years. Options granted under the Plamy year shall be applied against the curreat yimitation first and
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then against the remaining unused limit carryotesuch year in the order of the calendar yearhickvthe carryovers arose.
4. Shares of Stock Subject to the Plan

There will be reserved for use upon the exercisgptibns to be granted from time to time underRlen (subject to the provisions of Section
12) an aggregate of 200,000 shares of common sfdtie par value of $.01 per share (hereinaftdeddhe "common stock") of the
Corporation, which shares may be in whole or irt, @ the Board of Directors of the Corporationréimeafter called the "Board") shall from
time to time determine, authorized but unissuedeshaf the common stock or issued shares of themmmnstock which shall have been
reacquired by the Corporation. Any shares subgantoption under the Plan, which option for argsmn expires or is terminated unexerc
as to such shares, may again be subjected to &m aptder the Plan.

5. Option Price

The purchase price under each option issued shaétermined by the Committee at the time the ap@ranted, but in no event shall such
purchase price be less than 100 percent of thenfaiket value of the Corporation's common stockhendate of grant. However, if the option
is granted to an employee described in Section 8{b)purchase price shall not be less than 11depeof the fair market value of the
Corporation's common stock on the date of grant.

6. Dilution or Other Agreement

In the event that additional shares of common stwekissued pursuant to a stock split or stoclddivi, the number of shares of common
stock then covered by each outstanding option gdanéreunder shall be increased proportionately matincrease in the total purchase price
of the shares then so covered, and the numbeaoéslof common stock reserved for the purposeeopldin shall be increased by the same
proportion. In the event that the shares of comstook of the Corporation from time to time issued autstanding are reduced by a
combination of shares, the number of shares of comsiock then covered by each outstanding optiantgd hereunder shall be reduced
proportionately with no reduction in the total griof the shares then so covered, and the numistraoés of common stock reserved for the
purposes of the Plan shall be reduced by the saop®ftion. In the event that the Corporation shdtddsfer assets to another corporation
distribute the stock of such other corporation withthe surrender of common stock of the Corponagmd if such distribution is not taxable
as a dividend and no gain or loss is recognizegthygon of Section 355 of the Internal Revenue @6d954, or some similar section, then
the total purchase price of the shares coveredbly eutstanding option shall be reduced by an amehich bears the same ratio to the total
purchase price then in effect as the fair markbktevaf the stock distributed in respect of a stedrlhe common stock of the Corporation
immediately following the distribution, bears tetaggregate of the fair market value at such tifreestare of the common stock of the
Corporation
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and the stock distributed in respect thereof. Adrsadjustments shall be made by the Committeesg/determination upon the same shall be
final and binding upon the optionees. No fracticstares shall be issued, and any fractional shasedting from the computations pursuar
this Section 6 shall be eliminated from the respedaption. No adjustment shall be made for casiddnds or the issuance to shareholders of
rights to subscribe to additional common stocktbeosecurities.

7. Period of Option and Certain Limitations on RighExercise

(a) All options issued under the Plan shall besfoeh period as the Committee shall determine,doutdt more than ten (10) years from the
grant thereof. However, if the option is grantedmoemployee described in Section
3(b), the option shall be for a period not morentfige (5) years from the date of grant thereof.

(b) The period of the option, once it is grantedyrbe reduced only as provided for in Section €innection with the termination of
employment or death of the optionee or in Secti@) in the case of less than satisfactory perfogaanr the purchase of fifty (50) percent or
more of the Corporation's assets.

(c) Each option granted under this Plan shall bexerercisable only (1) after the employee consenisiting to that certain Buy and Sell
Agreement between the Corporation and the sharefstthted February 14, 1986, provided that saigesmgent is still in effect and (2) after
one (1) year continued employment of the optionitk the Corporation immediately following the dalte option is granted. Each option
shall be exercisable in full, or as to any parteéb& at any time after the expiration of one (&ayfollowing the date such option is granted,
but only if the optionee chooses to exercise syttow and to pay for such option in the mannerfaeh in Section 7(e) hereof (i.e., in cash or
certified bank check or shares of the Corporatiootamon stock or any combination of the foregoma@m amount equal to the full option
price of the shares being purchased).

Notwithstanding the foregoing, the Committee mayits sole discretior

(i) prescribe longer time periods and additiongluieements with respect to the exercise of an ap{if) terminate in whole or in part such

portion of any option as has not yet become exabtisat the time of termination if it determineatitwithin one (1) year after the option is
granted, the optionee is not performing satisfalgttine duties to which he was assigned on the the®ption was granted or duties of at I¢
equal responsibility; or (iii) reduce the duratiginall outstanding options, upon the purchaseftf {60) percent or more of the fair market
value of the Corporation's assets, so that alltantkng options will terminate within ninety (903ys after the purchase of said assets.

(d) No option under the Plan may be exercised whiee is outstanding in the hands of the optiameprior option under the Plan. For
purposes of this
Section 7(d), any option shall be treated as owdétg until such option is exercised in full or @gs by reason of lapse of time.
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(e) The exercise of any option shall also be cagetih upon receipt by the Corporation of cash atifeet bank check to its order, shares of
Corporation's common stock, or any combinatiorhefforegoing in an amount equal to the full optiwite of the shares being purchased.
purposes of this paragraph, shares of the Corportattcommon stock that are delivered in paymetti@bption price shall be valued at their
fair market value as of the date of the exercistefoption. However, in order to facilitate theanulation of funds to enable employees to
exercise their option, they will have the rightthiey so elect, to direct the Corporation to witldhfoom their compensation regular amounts to
be applied toward the exercise of the options. Buamddited to their stock option accounts will Ineler the control of the Corporation until
applied to the payment of the option price at tineation of the employee or returned to the empdoiyethe event the amount is not used for
purchase of shares under option, and all fundsvwed®r held by the Corporation under the Plan imayised for any corporate purpose, and
interest shall be payable to a participant on agtofiany amounts so held, to be calculated so agual the ninety (90) day U.S. Treasury
Bill bond equivalent yield as determined by the Quittee in its sole discretion. Such amounts mawitedrawn by the employee at any tit

in whole or in part, for any reason. In additidme establishment of such a stock option accoumtnbgmployee shall not constitute an election
to pay for shares with cash upon the exercise afion.

(f) No optionee or his legal representative, legat®r distributees, as the case may be, will beijlbbe deemed to be, a holder of any share
subject to an option unless and until certificdtgssuch shares are issued to him or them undeethes of the Plan. No adjustment shall be
made for dividends or other rights for which theam date is prior to the date such stock certdids issued.

(9) In no event may an option be exercised afterttpiration of its term.

(h) Exercise of an option in any manner shall rieisuh decrease in the number of shares of comiteak svhich thereafter may be available
under the Plan by the number of shares as to vih&lption is exercised.

8. Assignability

Each option granted under this Plan shall be teaabfe only by will or the laws of descent andrilisition and shall be exercisable, during
lifetime, only by the employee to whom the optisrgranted. Except as permitted by the precedinggsea, no option granted under the Plan
or any of the rights and privileges thereby corddrshall be transferred, assigned, pledged, orthgpated in any way (whether by operation
of law or otherwise), and no such option, rightpavilege shall be subject to execution, attachtnensimilar process. Upon any attempt so
to transfer, assign, pledge, hypothecate, or otiserdispose of the option, or of any right or gege conferred thereby, contrary to the
provisions hereof, or upon the levy of any attachihoe similar process upon such option, right avifage, the option and such rights and
privileges shall immediately become null and void.
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9. Effect of Termination of Employment, Death os8lility

(@) In the event of the termination of employmeindim optionee during the one (1) year period afterdate of issuance of an option to him
either by reason of (i) a discharge for causeipvdiluntary separation on the part of the optioaad without consent of the Corporation, any
option or options theretofore granted to him urtties Plan shall forthwith terminate.

(b) In the event of the termination of employmehan optionee (otherwise than by reason of deatletolement of the optionee at his
Retirement Date by the Corporation), any optionmions granted to him under the Plan to the exientheretofore exercised shall be
deemed cancelled and terminated forthwith, exdegit subject to the provisions of section (a) @ Bection, such optionee may exercise any
options therefore granted to him, which have nehtexpired and which are otherwise exercisableimvitie provisions of Sections 3(a) and 7
(c) hereof, within three (3) months after such feation. If the employment of an optionee shaltémninated by reason of the optionee's
retirement at his Retirement Date by the Corporatibe optionee shall have the right to exercisé gption or options held by him to the
extent that such options have not expired, at emg within three (3) months after such retirem@ihie one (1) year employment duration
provisions of Sections 3(a) or 7(c) to the contmramywithstanding, upon retirement, all options h@jydan optionee shall be immediately
exercisable in full.

(c) In the event that an optionee shall die whifgpyed by the Corporation or shall die within #1§8) months after retirement at his
Retirement Date (by the Corporation), any optioomions granted to him under this Plan and natetiodore exercised by him or expired
shall be exercisable by the estate of the optiondxy any person who acquired such option by beqrasheritance from the optionee in fi
notwithstanding the one (1) year employment provisiof Sections 3(a) or 7(c), at any time withie ¢h) year after the death of the optiol
References hereinabove to the optionee shall baelbéo include any person entitled to exerciseofit®n after the death of the optionee
under the terms of this Section.

(d) In the event of the termination of employmehaio optionee by reason of the optionee's disgbiliie optionee shall have the right,
notwithstanding the one (1) year employment durggimvisions of Sections 3(a) or 7(c) hereof, tereise all options held by him, to the
extent that options have not previously expirebesn exercised, at any time within one (1) yearaftich termination.

(e) For the purposes of this Plan, "Retirement Dsitall mean any date an employee is otherwisélenhto retire and does retire under the
Corporation's retirement plans and shall includenad retirement at age 65, early retirement atGyeand retirement at age 60 after 30 years
of service.

(f) In the event that fifty (50) percent or moretbé& Corporation's assets, as determined by thieimfarket value, are purchased, then,
notwithstanding the provisions of Sections 3(a}),/(a), 9(b), 9(c) and

9(d), the Commiittee, in its sole discretion, maguee the duration of all outstanding options st #flzoptions terminate not later than ninety
(90) days after said asset purchase.

-6-



10. Listing and Registration of Shares

Each option shall be subject to the requiremerttifta any time the Committee shall determineitsrsole discretion, that the listing,
registration, or qualification of the shares codettgereby upon any securities exchange or undestatg or federal law or the consent or
approval of any governmental regulatory body, isassary or desirable as a condition of, or in cotiole with, the granting of such option or
the issuance or purchase of shares thereunderpgtiom may not be exercised in whole or in pafess and until such listing, registration,
qualification, consent or approval shall have be#ected or obtained free of any conditions noeatable to the Committee.

11. Expiration and Termination of the Plan

Options may be granted under the Plan at any tinfiemm time to time as long as the total numbestwdres optioned or purchased under the
Plan does not exceed 200,000 shares of common StbekPlan may be abandoned or terminated at amgytiiy the Board of Directors of the
Corporation except with respect to any options thetstanding under the Plan. No option shall batgeh pursuant to the Plan after ten (10)
years from the effective date of the Pl

12. Amendment of Plan

The Board of Directors may at any time and frometitm time modify and amend the Plan (including fomn of option agreement) in any
respect; provided, however, that no such amendsigik (a) increase (except in accordance withi&e®) the maximum number of shares
for which options may be granted under the Pldmeeiin the aggregate or to any individual employee;

(b) reduce (except in accordance with Section & ntinimum option prices which may be establishedkeuthe Plan; or (c) extend the period
or periods during which options may be grantedxer@sed; or (d) change the provisions relatintheodetermination of employees to whom
options shall be granted and the number of sharbe tovered by such options; or (e) change theigoms relating to adjustments to be
made upon changes in capitalization; or (f) chahgemethod for the selection of the Committee asiged by Section 2 hereof. The
termination or any modification or amendment of Bian shall not, without the consent of an emplpgffect his rights under an option
theretofore granted to him.

13. Effective Date of Plan

This Plan shall become effective on the later efdhte of its adoption by the Board of Directorshaf Corporation or its approval by the vote
of the holders of a majority of the outstandingresaof common stock. This Plan shall not becomecéffe unless such shareholder approval
shall be obtained within twelve (12) months beforafter the adoption of the Plan by the Board wé&tors.
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FIRST AMENDMENT
TO
ADTRAN, INC.
EMPLOYEESINCENTIVE STOCK OPTION PLAN

MINUTES OF ANNUAL MEETING OF THE
STOCKHOLDERSOF ADTRAN, INC.
HELD IN THE OFFICES OF THE COMPANY

ON MARCH 16, 1994 AT 10:00 A.M., C.S.T.

The annual meeting of the stockholders of ADTRAMN,. I(hereinafter the "Company") was held at theceff of the Company at 901 Explorer
Blvd., Huntsville, Alabama on March 16, 1994 atQ®a.m., C.S.T. Present at the meeting were Maf&ndth, Lonnie S. McMillian, Roger
W. Cain, James L. North, Michael McCleary, ClintCGleman, Robert E. Bowlin, Anthony Blackmon, Ste@&mith, Michael Turner, Jerry

D. Moore, and Danny Windham. Stockholders absen¢ Werm Harris, Tommy Killian, Sandra Jones, Tradta Clay Smith and Cyndi
Smith, Norris E. Birchfield, Barbara Fisk, Emily ikeSusan Whitehead, John Jurenko, Ruth Jurenket Baawn, Carole Jones, Rickey
Causey, Bethe A. Strickland, Michael Reynolds, Aihderson, Donald G. McDonald, Larry Owen, Dalefdn and Rose Marie Lee.

Mr. Smith noted that a quorum was in attendancecatidd the meeting to order. He asked that theeiodders elect the Board of Directors
for the new year. Mike McCleary moved and Jerry kogeconded the following resolution:

RESOLVED that Mark C. Smith, Lonnie S. McMilliaraes L. North, and William L. Marks be elected emtinue to serve on the Board of
Directors of ADTRAN until their successors havebdely elected and qualified.

Upon vote being taken, the resolution was unanitycadopted.

Following a request by Mr. Smith that the sharebddappoint the Company auditors for 1994, DanngdiWam moved and Mike Turner
Moore seconded the following resolution:

RESOLVED that Coopers and Lybrand continue to bamed as the Company auditors.

Upon vote being taken, the resolution was unanitycadopted



Mr. Smith explained that the ADTRAN Employee St@agtion Plan which currently provides an aggregdite 200,000 shares should be
increased. A motion by Jerry Moore and secondeBdBowlin was unanimously approved:

RESOLVED that the number of shares of the Compabgramon Stock set aside for the ADTRAN EmployeectOption Plan be increas
from 1,200,000 to 1,400,000 shares.

There being no further business to come beforentbeting, a motion was made by Anthony Blackmongisded by Steve Smith, and
unanimously adopted that the meeting be adjourned.

/sl Mark C. Smith

Mark C. Smith, President

/s/ Lonnie McMIIian

Lonnie McM 1 lian, Secretary



SECOND AMENDMENT
TO
ADTRAN, INC.
EMPLOYEE INCENTIVE STOCK OPTION PLAN

THIS SECOND AMENDMENT to the Adtran, Inc. Employkeeentive Stock Option Plan (the "Plan™) is madeAgyran, Inc. (the
"Company"), effective as noted below.

WITNESSETH:

WHEREAS, the Board of Directors of the Company (Beard") has previously adopted the Plan and,yansto Section 12 thereof, the
Board has the right to amend the Plan at any tamd;

WHEREAS, the Board wishes to amend the Plan forpgtiamce with Sections 162(m) and 422 of the InteRevenue Code of 1986, as
amended, and Rule 16b-3 of the Securities ExchAcgef 1934, as amended (the "Act");

NOW, THEREFORE, the Plan is hereby amended aswslieffective as noted belo
l.

The first sentence of the first paragraph of Secti@f the Plan is amended as of June 27, 1994rixing "200,000" and inserting in lieu
thereof "1,400,000".

The first paragraph of Section 1 of the Plan is rmabee effective as of the date on which any clasoofmon equity securities issued by the
Company is required to be registered under Sedtoof the Act by striking the words "and to becoangarty to a stock buy and sell
agreement" and by striking the last two senteroeetf.

II.
The second paragraph of Section 1 of the Plan ended for options granted after December 31, 1886triking the last sentence thereof.
V.

Section 2 of the Plan is amended effective asefitite on which any class of common equity seesriisued by the Company is required to
be registered under Secti



12 of the Act by striking the first sentence théraod inserting in lieu thereof the following:

The Board of Directors shall appoint a Stock Opfdan Committee (hereinafter called the "Commiftegiich shall consist of not less than
two (2) members, all of whom shall be directorshaf Corporation.

V.

Section 2 of the Plan is amended effective asefitite on which any class of common equity seesriisued by the Company is required to
be registered under Section 12 of the Act by stgkhe proviso at the end of the third sentenceetifeand inserting in lieu thereof the
following:

(1) provided, however, that at all times all menstshall be directors of the Corporation.
VI

Subsection (a) of Section 3 of the Plan is amemdiedtive as of the date on which any class of comequity securities issued by the
Company is required to be registered under Sedt2oof the Act by striking clause (2) of the firstgence thereof in its entirety and by
striking the reference to clause "(1)" in said sene.

VII.
Subsections (c) and (d) of Section 3 of the Plaraanended for options granted after December 36,18 read as follows:

(c) The aggregate fair market value of incentivektoptions granted under the Plan or any otheksbption plan adopted by the Corporat
that are first exercisable in any one calendar gbhall not exceed $100,000.00. The Committee htelipret and administer the limitation set
forth in this subsection in accordance with Cod&23(d).

(d) [Reserved.]
VIII.

A new subsection (e) is added to Section 3 of tha Effective as of the date on which any classomfimon equity securities issued by the
Company is required to be registered under Sed2oof the Act to read as follows:

(e) No more than 100,000 shares of the Corporatimmmon stock may be subject to the aggregaterspiranted during a calendar year to
any one individual



IX.

Subsection (c) of Section 7 of the Plan is ameradfettive as of the date on which any class of comequity securities issued by the
Company is required to be registered under Sedt2oof the Act by striking clause (1) of the firstgence thereof in its entirety and by
striking the reference to clause "(2)" in said sene.

X.

Subsection (d) of Section 7 of the Plan is ameradedf June 27, 1994 by striking said subsectidtsiantirety and inserting in lieu thereof
following:

(d) [Reserved.]

XI.

Section 11 of the Plan is amended by striking #wsd sentence thereof.
XI1.

Section 12 of the Plan is amended effective abefiate on which any class of common equity séesiissued by the Company is require
be registered under Section 12 of the Act to resfblkows:

12. Amendment and Termination of Plan.

(a) Subject to subsection (b) below, the Board ioé®ors shall have the power at any time and ftiome to time to add to, amend, modify or
repeal any of the provisions of the Plan (includamy form of option agreement) in any respectugpsnd the operation of the entire Plan or
any of its provisions for any period or periodg@terminate the Plan in whole or in part.

(b) Notwithstanding the provisions of subsectionalaove, the following restrictions shall applythe Board's authority under subsection (a)
above:

(i) Prohibition against adverse effects on outsitagngtock rights. No addition, amendment, modifimat repeal, suspension or termination
shall adversely affect, in any way, the rights pfienees who have outstanding options without thesent of such optionees;

(i) Shareholder approval required for certain nficdtions. No modification or amendment of the Phaaly be made without the prior
approval of the shareholders of the Corporatidf)ifsuch modification or amendment would causeaft@icable portions of the Plan to fail
qualify as an incentive stock option plan pursuar@ode (S)422, (2) such modification or amendmemild materially increase the benefits
accruing to participants under the Plan, (3) ¢



modification or amendment would materially incretts® number of securities which may be issued utigePlan, or (4) such modification
amendment would materially modify the requiremexst$o eligibility for participation in the Plan, or

(5) such modification or amendment would modify thaterial terms of the Plan within the meaning @i Treas. Reg. (S)1.162-27(e)(4) or
the corresponding provision of any future regulagioClauses (2), (3), and (4) of the precedingesest shall be interpreted in accordance
the provisions of paragraph (b)(2) of Rule 16b-3haf 1934 Act. Shareholder approval shall be made fmajority of the votes cast at a duly
held meeting at which a quorum representing a ritgjof all outstanding voting stock is, either iarpon or by proxy, present and entitled to
vote, or by the written consent in lieu of a megtiri the holders of a majority of the outstandimding stock or such greater number of shares
of voting stock as may be required by the Corporediarticles or certificate of incorporation arydblvs and by applicable law; provided,
however, that for modifications described in claugd, (3) and (4) above, written consent in liéa oneeting must be solicited substantially
in accordance with the rules and regulations inaflinder Section 14(a) of the 1934 Act as requisedaragraph (b)(2) of Rule 16b-3 of the
1934 Act.

XIII.
All other provisions of the Plan not inconsisteatdwith are hereby confirmed and ratified.
Approved by Board of Directors of the Company on June 27, 1994,

Approved by Shareholders of the Company on June 27, 1994.



THIRD AMENDMENT
TO
ADTRAN, INC.
EMPLOYEE INCENTIVE STOCK OPTION PLAN

THIS THIRD AMENDMENT to the Adtran, Inc. Employeedentive Stock Option Plan (the "Plan") is madeAyran, Inc. (the
"Company"), effective as stated below.

WITNESSETH:

WHEREAS, the Board of Directors of the Company (Beard") has previously adopted the Plan and,yansto Section 12 thereof, the
Board has the right to amend the Plan at any tamd;

WHEREAS, the Board wishes to amend the Plan toigeothat the Plan shall be administered by a S@gtton Plan Committee composed
of disinterested directors within the meaning ofeRL6b-3 of the Securities Exchange Act of 1934mended (the "Act"), and for other
purposes;

NOW, THEREFORE, the Plan is amended as followscéffe as noted belov

Section 2 of the Plan is amended by adding theviafig after the first sentence thereof effectiv@bugust 9, 1994 (the date the Company's
Common Stock was registered under Section 12 oAt

Furthermore, during the period any director is Bgnon the Committee and during the 1-year penchédiately preceding the
commencement of such service, he shall not bear haen granted or awarded any Option or othertyegacurities of the Corporation under
the Plan (or any other discretionary stock plathefCorporation or any Corporation affiliate asided by Rule 144(a)(1) of the Securities
Exchange Act of 1933, as amended (the "1933 Altjwithstanding the preceding sentence, a membtireo€ommittee may participate
during such period in (A) a formula plan, (B) argoing securities acquisition program with broaddshsmployee participation, and/or (C) a
program to elect to receive all or part of his aalmetainer in equity securities of the Corporatialhas defined and limited by Rule 16b-3
promulgated under Section 16 of the Securities BErgk Act of 1934, as amended (the "1934 Act"). fEyglirements of the preceding
sentence are intended to comply with the "disisted administration rule" of Rule 16b-3 under Setii6 of the 1934 Act or any successor
rule or regulation, and shall be interpreted antstroed in a manner which assures compliance withRule. To the extent said Rule 16b-3
is modified to reduce or increase the restrictiomsvho may serve on the Committee, the Plan skalldemed modified in a similar manr



Section 2 of the Plan is amended effective as afust9, 1994 by striking the proviso at the enthefthird sentence thereof, and inserting in
lieu thereof the following:

provided, however, that at all times all memberthef Committee shall be directors of the Corporasiatisfying the "disinterested
administration" requirement of the second sentefitkis Section 2.

Item V of the Second Amendment to the Plan (which would amend a proviso in
Section 2 of the Plan) is repealed as if never tatbp

V.

The first sentence of Section 4 of the Plan is atedreffective as of June 27, 1994, by striking ;200" and inserting in lieu thereof
"1,400,000".

V.

Item X1 of the Second Amendment to the Plan (which would strike the second
sentence of Section Il of the Plan) is amended aking such modification to the Plan effective ashef date on which any class of common
equity securities issued by the Company is requivdae registered under Section 12 of the Act.

VI.

The first sentence of Section 11 of the Plan israded effective as of June 27, 1994, by striking);200" and inserting in lieu thereof
"1,400,000".

VII.
All other provisions of the Plan not inconsisteatdwith are hereby confirmed and ratified.

Approved by Board of Directors of the Company on August 17, 1994.
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