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The aggregate market value of the shares of voting common stock held by non-affiliates was approximately $60.1
million at June 30, 2014, (the Company's most recently completed second fiscal quarter), based on the $9.83 closing
price for the Company’s common stock on the NASDAQ Capital Market on such date. For purposes of this
computation, all officers, directors, and 10% beneficial owners of the registrant are deemed to be affiliates. Such
determination should not be deemed to be an admission that such officers, directors, or 10% beneficial owners are, in
fact, affiliates of the registrant.

The number of shares of ClearOne common stock outstanding as of March 20, 2015 was 9,111,790.

DOCUMENTS INCORPORATED BY REFERENCE

Information required by Part III is incorporated by reference from registrant's proxy statement for the 2015 annual
meeting of shareholders or an amendment to this Annual Report on Form 10-K, which will be filed with the Securities
and Exchange Commission within 120 days after the end of its fiscal year ended December 31, 2014.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements as defined in the Private Securities Litigation Reform Act of 1995.
These statements reflect our views with respect to future events based upon information available to us at this time.
These forward-looking statements are subject to uncertainties and other factors that could cause actual results to differ
materially from these statements. Forward-looking statements are typically identified by the use of the words “believe,”
“may,” “could,” “will,” “should,” “expect,” “anticipate,” “estimate,” “project,” “propose,” “plan,” “intend,” and similar words
expressions. Examples of forward-looking statements are statements that describe the proposed development,
manufacturing, and sale of our products; statements that describe expectations regarding pricing trends, the markets

for our products, our anticipated capital expenditures, our cost reduction and operational restructuring initiatives, and
future impact of regulatory developments; statements with regard to the nature and extent of competition we may face
in the future; statements with respect to the anticipated sources of and need for future financing; and statements with
respect to future strategic plans, goals, and objectives and forecasts of future growth and value. Forward-looking
statements are contained in this report under “Business” included in Item 1 of Part I, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included in Item 7 of Part II of this Annual Report on Form
10-K. The forward-looking statements are based on present circumstances and on our predictions respecting events

that have not occurred, that may not occur, or that may occur with different consequences and timing than those now
assumed or anticipated. Actual events or results may differ materially from those discussed in the forward-looking
statements as a result of various factors, including the risk factors discussed in this report under the caption “Item 1A
Risk Factors.” These cautionary statements are intended to be applicable to all related forward-looking statements
wherever they appear in this report. The cautionary statements contained or referred to in this report should also be
considered in connection with any subsequent written or oral forward-looking statements that may be issued by us or
persons acting on our behalf. Any forward-looking statements are made only as of the date of this report and we
assume no obligation to update forward-looking statements to reflect subsequent events or circumstances.

9 ¢ LR T3

PART I

References in this Annual Report on Form 10-K to “ClearOne,” “we,” “us,” “CLRO” or “the Company” refer to ClearOne, Inc
a Utah corporation, and, unless the context otherwise requires or is otherwise expressly stated, its subsidiaries.

ITEM 1. BUSINESS
GENERAL

ClearOne was formed as a Utah corporation in 1983 organized under the laws of the State of Utah. The company is
headquartered in Salt Lake City, Utah, with locations in Alachua, Florida; Austin, Texas; Corvallis, Oregon; Hong
Kong; Israel; and Spain.

We are a global company that designs, develops and sells conferencing, collaboration, streaming and digital signage
solutions for audio/voice and visual communications. The performance and simplicity of our advanced comprehensive
solutions enhance the quality of life and offer unprecedented levels of functionality, reliability and scalability.

We design, develop, market, and service a comprehensive line of high-quality conferencing products for personal use,
as well as traditional tabletop, mid-tier premium and higher-end professional products for large, medium and small
businesses. We occupy the number one global market share position, with nearly 50% market share in the professional
audio conferencing market for our products used by large businesses and organizations such as enterprise, healthcare,
education and distance learning, government, legal and finance. Our solutions save organizations time and money by
creating a natural environment for collaboration and communication.
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We have an established history of product innovation and plan to continue to apply our expertise in audio, video and
network engineering to develop and introduce innovative new products and enhance our existing products. Our
end-users range from some of the world's largest and most prestigious companies and institutions to small and
medium-sized businesses, higher education and government organizations, as well as individual consumers. We sell
our commercial products to these end-users primarily through a global network of independent distributors who, in
turn, sell our products to dealers, systems integrators and other value-added resellers.

[11
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Acquisitions

On April 1, 2014, we completed the acquisition of Spontania from Spain-based Dialcom Networks, S.L. in an all-cash
deal for €3.66 million (approximately US$5.1 million). Spontania, a software-based cloud collaboration solution,
combines the benefits of video conferencing and web conferencing into an enterprise solution that can scale to tens of
thousands of users. The addition of Spontania was made with the intent to make us the only company offering an
entirely software-based video conferencing product line and to provide on-premise cloud-based Software-as-a-Service
(SaaS) and Platform-as-a-Service (PaaS) solutions complementing our existing premise-based, enterprise video
conferencing offering, COLLABORATE ®.

On March 7, 2014, we completed the acquisition of Sabine, Inc. ("Sabine") through a stock purchase agreement
("SPA"). Sabine manufactured, designed and sold Sacom professional wireless microphone systems for live and
installed audio. It also manufactured the FBX Feedback Exterminator for reliable automatic feedback control. With
the addition of Sabine, we have reliable and exclusive access to the wireless microphones that are a critical component
of our complete microphone portfolio. Pursuant to the SPA, we (i) paid initial consideration of $6.89 million in cash
and approximately $1.68 million in ClearOne shares. In addition, we paid off Sabine debt of $1.25 million and may be
required to make earn-out payments over a three year period from the acquisition date based on achievement of certain
performance criteria. We continue to maintain operations at the former Sabine location in Alachua, Florida.

Company Information

Our website address is www.clearone.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and any amendments to such reports are available, free of charge, on our website in the "Investor
Relations" section under "Company." These reports are made available as soon as reasonably practicable after we file
such material with, or furnish it to, the SEC.

For a discussion of certain risks applicable to our business, results of operations, financial position, and liquidity, see
the risk factors described in “Item 1A, Risk Factors” below.

STRATEGY
We currently participate in the following markets:

Professional audio visual, including audio conferencing and video conferencing and collaboration;
Professional microphones;

Unified communications, including telephony;

Network streaming and control; and

Digital signage.

Our business goals are to:

Maintain our leading global market share in professional audio conferencing products for large businesses and
organizations;

Leverage the video conferencing & collaboration, streaming and digital signage technologies to enter new growth
markets;

Focus on the small and medium business (SMB) market with scaled, lower cost and less complex products and
solutions;
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Capitalize on the growing adoption of unified communications and introduce new products through emerging

information technology channels;
Capitalize on emerging market opportunities as audio visual, information technology, unified communications and

traditional digital signage converge to meet enterprise and commercial multimedia needs; and
€xpand and strengthen our sales channels.
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We will continue to focus on our core strengths, which include the following:
Providing a superior conferencing and collaboration experience;
Significantly impacting multimedia distribution and control;
Offering greater value to our customers and
partners;
{ everaging and extending ClearOne technology, leadership and innovation;
{ everaging our strong domestic and international channels to distribute new products; and
Strengthening existing customer and partner relationships through dedicated support.

PRODUCTS
Our products can be broadly categorized into the following:

Professional audio communication products;
Unified communications audio end points; and
¥isual communication products.

PROFESSIONAL AUDIO COMMUNICATION PRODUCTS

Our full range of professional audio communication products includes (i) professional conferencing and
sound-reinforcement products used in enterprise, healthcare, education and distance learning, government, legal and
finance organizations, (ii) mid-tier premium conferencing products for smaller rooms and small and medium
businesses which interface with video and web conferencing systems, and (iii) professional microphones used in
various applications.

Our professional audio communication products contributed 77% and 70% of our consolidated revenue in 2014 and
2013, respectively.

Our professional audio communication products and unified communications audio end points feature our proprietary
HDConference®, Distributed Echo Cancellation® and noise cancellation technologies to enhance communication
during a conference call by eliminating echo and background noise. Most of our products also feature some of our
other HDConference proprietary audio processing technologies such as adaptive modeling and first-microphone
priority, which combine to deliver clear, crisp and full-duplex audio. These technologies enable natural and
fatigue-free communication between distant conferencing participants.

Professional Conferencing, Sound Reinforcement

We occupy the number one position in the global professional audio conferencing market with nearly 50% of the total
global market share. We have been developing high-end, professional conferencing products since 1991 and believe
we have established strong brand recognition for these products worldwide. Our professional conferencing products
include the CONVERGE® Pro and Converge SR product lines.

Our flagship Converge Pro product line leads our professionally installed audio products line. The Converge Pro
product line includes the Converge Pro 880, Converge Pro 880T, Converge Pro 880TA, Converge Pro 840T,
Converge Pro 8i, Converge Pro TH20 and Converge Pro VH20, and Converge SR product line including Converge
SR1212 and SR1212A which together offer various levels of integration and features to allow a commercial system
integrator to optimize a system to fit diverse conferencing applications and environments. CONVERGE USB, an USB
peripheral provides plug-and-play USB audio connectivity between CONVERGE products and popular
desktop/laptop UC applications for rich and professional sound.
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At the end of the second quarter of 2014. we began shipping our new CONNECT™ Dante™ product; a network interface
bridge provides Dante digital audio interface to Converge products for transmitting digital audio over Ethernet.

Mid-Tier Premium Conferencing
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Our INTERACT® product line is a mid-tier, lower cost, conferencing product line designed to meet the needs of our
larger customers with smaller conferencing rooms as well as small and medium businesses. The INTERACT product
series is comprised of the INTERACT AT and the INTERACT Pro. Both systems can be easily connected to
enterprise telephones, analog POTS lines, existing HD video codecs and soft video clients. These INTERACT
systems also include a USB audio interface to connect to PCs, laptops and tablets, as well as to rich multimedia
devices, such as video or web conferencing systems and emerging unified communication systems for enhanced
collaboration.

Professional Microphones

The ClearOne Beamforming Microphone Array is the Pro-Audio industry’s first professional-grade microphone array
with Beamforming and adaptive steering technology and ClearOne’s next-generation Acoustic Echo Cancellation. The
ultra-sleek design fits into any conferencing environment and delivers the clearest audio pickup available. The 24
microphone element industry-leading Beamforming Microphone Array has focused acoustic beams, digital signal
processing, adaptive steering, and acoustic echo canceling to produce the clearest and most intelligible conferencing
sound possible. ClearOne began shipping the Beamforming Microphone Array in March 2013. During the first quarter
of 2014, we began shipping the Beamforming Microphone Array, including table, wall and ceiling applications, in
black to increase market compatibility.

ClearOne also introduced WS800 Wireless Microphone Systems, including four new models of wireless
microphones/transmitters (Tabletop/boundary, Gooseneck, Handheld, Bodypack) and a base-station receiver with
either 4 or 8 channels, which connect to professional audio mixers. The wireless system combines ease-of-use with the
most reliable security and power. ClearOne began shipping the WS800 Wireless Microphone Systems in January
2013. Through Sabine acquisition, we also began shipping Sacom branded Wireless Microphone Systems in 2014.

The ClearOne Ceiling Microphone Array enhances almost any professional conferencing application which demands
high-quality audio. The Ceiling Microphone Array is easily installed and combines affordability with exceptional
audio quality. With three wide-range microphones mounted together into a single unit array, the Ceiling Microphone
Array provides the rich sound of three individual unidirectional microphones while maintaining full 360-degree
coverage.

UNIFIED COMMUNICATIONS AUDIO END POINTS

Our unified communications audio end points include (i) traditional tabletop conferencing phones used in conference
rooms and offices and (ii) affordable personal conferencing products that can be used with PCs, laptops, tablets,
smartphones, and other portable devices. Our unified communications audio end points contributed approximately
17% and 23% of our consolidated revenue in 2014 and 2013, respectively.

Traditional Tabletop Conferencing

Our MAX® product line is comprised of the following product families: MAX EX and MAXAttach® wired phones;
MAX Wireless and MAXAttach Wireless; and MAX IP and MAXAttach IP VoIP tabletop conferencing phones.
Designed for use in executive offices or small conference rooms with multiple participants, MAX Wireless can be
moved from room to room within 150 feet of its base station. MAXAttach Wireless was the industry's first and
remains the only dual-phone, completely wireless solution. This system gives customers tremendous flexibility in
covering larger conference room areas. MAX EX and MAXAttach wired phones can be daisy chained together, up to
a total of four phones. This provides even distribution of microphones, loudspeakers, and controls for better sound
quality and improved user access in medium to large conference rooms. In addition, all MAXAttach wired phones can
be used separately when they are not needed in a daisy-chain configuration. MAX IP and MAXAttach IP are VoIP
tabletop conference phones which are based on the industry-standard SIP signaling protocol. These phones can also be

10
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daisy-chained together, up to a total of four phones.

Personal Conferencing Products

Our CHAT® product line includes affordable and stylish personal speakerphones and USB headsets. CHAT speaker
phones provide full-duplex and rich full bandwidth frequency response for superior audio clarity. CHAT products are
designed for a wide variety of applications and devices (fixed or portable) for greatly enhanced collaboration wherever
and whenever needed. CHAT speaker phones are offered as personal speakerphones and group speakerphones.

CHAT personal speakerphones are approximately the size of a deck of cards, and connect to PCs and MAC:s, laptops,
tablets, enterprise handsets, smartphones, cell phones, and MP3 players for rich, clear, hands-free audio and playback.

CHAT group

[ 41
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speakerphones are designed for small group use. These can also connect many of the same devices and applications as
the CHAT personal speakerphones, but feature three microphones in larger design for use by a larger number of
participants. CHAT group speakerphones have the ability to add high-quality, full-duplex speakerphones to user
enterprise telephone handsets such as Avaya and Cisco. CHAT group speakerphones make it possible to introduce
rich, crystal clear conferencing capability without the need for introducing a separate traditional conference phone.
CHATAttach® is comprised of two CHAT group speakerphones which can be daisy-chained together to function as a
single conferencing system.

CHAT USB headsets for unified communications combine the comfort, durability and legacy audio quality for which
ClearOne is renowned. These affordable USB headsets incorporate advanced microphone noise-canceling technology
and acoustic shock protection technologies.

VISUAL COMMUNICATION PRODUCTS

Our visual communication products are sold under following three broad categories: (i) video conferencing, (ii)
streaming and (iii) digital signage. Our visual communication products contributed 6% and 7% of our consolidated
revenue in 2014 and 2013, respectively.

Video Conferencing Products:

Our comprehensive portfolio of industry-leading COLLABORATE® branded HD videoconferencing solutions bring
cutting-edge software-based full HD (1080p) video conferencing technology with H.264 High Profile encoding that
reduces bandwidth utilization up to 50 percent. COLLABORATE is comprised of feature-rich room systems and
desktop video applications, as well as enhanced network management, infrastructure solutions and software
development Kkits.

COLLABORATE Infrastructure is for customers who desire an on-premise infrastructure solution. ClearOne offers a
single-unit infrastructure server that will serve the needs of both the small to mid-sized businesses and enterprise
customers hoping to expand locations. The heavy burden of adding video collaboration pervasively has always been
the cost of expensive infrastructure solutions. ClearOne’s single-unit solution provides the infrastructure component at
a low price, including directory services, firewall traversal, MCU, H.323 gatekeeper, SIP registrar, license server, call
control, and a full management system.

COLLABORATE Desktop is a versatile application for any PC or laptop user in organizations of any size. Available
with up to 1080p resolution, the COLLABORATE Desktop offers multiple media transmitting capabilities for video,
audio and data. Using ClearOne's DualStream™ technology, the application has the ability to send and receive video and
data streams simultaneously with its additional streaming capability, ClearOne's Simulcast™ allows COLLABORATE
Desktop users to chair or participate in corporate broadcasts.

COLLABORATE Room is a best-in-class video conferencing and collaboration solution offering a price-point and
feature set vastly superior to that of competing room conferencing solutions. Designed for small and medium
businesses and corporate meeting rooms, the COLLABORATE Room features software-based and server-less
embedded multipoint (up to 9-way) video conferencing, SIP/H.323 bridging interoperability, built-in recording and
streaming, built-in remote content and data sharing, and interactive multicast.

The new COLLABORATE® Room Pro all-in-one appliance combines high-definition 1080p60 video with
ClearOne's wildly popular Beamforming Microphone Array for the best audio available on any self-contained video
conferencing solution, without using an external DSP unit for audio processing. This new system, available with a
9-party MCU, also includes many media collaboration tools that usually purchased separately, such as: streaming,
recording and content creation, presentation.

12
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UNITE™ PTZ Camera complements COLLABORATE product line, comes with DVI-I (for digital and analog output)
and USB 3.0 connectivity that enables users to easily add Full-HD video to UC or video applications running on
desktop/laptop. With powerful optical zoom and wide field of view make this camera more suitable for medium to
large meeting spaces. Full high definition video in up to 1080p60 resolution helps the remote sites in video
conferencing see every detail, even when displayed on a large screen.

Through the Spontania acquisition in 2014, ClearOne started offering Spontania cloud-based Media Collaboration
solutions. Spontania empowers customers to deploy video collaboration without the heavy burden of expensive
infrastructure. It also allows service providers and partners to expand their offerings by deploying the technology
within their own networks. Spontania complements ClearOne's premise-based COLLABORATE enterprise video
collaboration portfolio. The complete

51
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ClearOne video portfolio now can serve a full range of video collaboration needs for enterprise, SMB, healthcare,
education, and other customers, whether they are seeking those solutions deployed in their private data centers or in
the ClearOne Spontania cloud. ClearOne now offers its partners and end users a clear choice between public cloud,
private cloud, and on-premise solutions.

Streaming Products:

Our Streaming products sold under VIEW™ and NetStreams brands deliver the ultimate IP A/V experience by
streaming time sensitive high definition audio and video and control over TCP/IP networks. By combining audio
and/or video content, meta-data and control signals into one digital stream in harmony with industry standards, its
distributed, edge of the network architecture allows the hardware and the processing power to be distributed across
any existing TCP/IP network. This leverages many of the advantages of using TCP/IP over traditional analog systems
and other centrally controlled IP-based systems. The ClearOne VIEW products are powered by ClearOne's patented
StreamNet® technology. A user can activate and control a single audio source or combination of audio sources, video
sources, security systems, HVAC systems, lighting, and other room or facility monitoring functions such as paging or
security access by just a single touch to its attractive touch screens. Alternatively, any PC, laptop, tablet, iPod, or other
device with a built-in web browser with Flash can control the equipment connected to the system. The VIEW systems
have no limits on the numbers of sources, displays, or amplifiers in a project and can be used in venues from high-end
residential homes to large-scale commercial projects.

Converting an audio or video signal to TCP/IP preserves the digital quality of the signal across the network. Unlike
analog systems, which lose quality over long distances, TCP/IP packets are decoded to retain the same digital quality
as contained when they were encoded. The addition of Digital Encoder and Digital Decoder products with DVI/HDMI
input and output enhances the flexibility of complete AV distribution system and makes it as easy to use as analog
devices.

VIEW Pro is our next generation Streaming solution that provides 1080p60, H.264 high definition HDMI
video-audio, 4:4:4 true-color, 24 bit per pixel video output. It comes with dual inputs encoder and single output
decoder with balanced audio, general purpose control ports and clock synchronized video output. VIEW Pro system
also provides multi-view video composition and video-wall features using its built-in video processing engine, without
using an external, expensive hardware video processors. This continues to be truly differentiated in the professional
market by offering complete AV streaming and distribution systems that can scale to fulfill projects of any size and
complexity, from light commercial to the very largest environments.

MagicBox Digital Signage Products

We make digital signage and video messaging systems with an emphasis on ease of use and flexibility with hardware
and software applications. Our Aavelin-branded media players come with different hardware configurations for
Digital Signage applications. By using the Composer Desktop software application or WebSuite application through
Software as a Service (SaaS) or Entry Level Server (ELS) with Aavelin media players, the contents can be managed,
scheduled and published to one or many media players to display on screens. Our RoomRoster-branded room
information solution is a combination of display and data wrapped in one design. It consists of the room sign and
database integration used to display room schedules and other information in real-time.

MARKETING AND SALES

We primarily use a two-tier channel model through which we sell our commercial products to a worldwide network of
independent audiovisual, information technology and telecommunications distributors, who then sell our products to
independent systems integrators, dealers, and value-added resellers, who in turn work directly with the end-users of

14
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our products for product fulfillment and installation, if needed. Our products are also specified and recommended by
professional audio-video consultants. We also sell our commercial products directly to certain dealers, systems
integrators, value-added resellers, and end-users. We sell our residential products through a global network of
residential electronics dealers, system integrators, and other value-added resellers.

During the year ended December 31, 2014, approximately $39.6 million, or 68% of our total product sales, were
generated in the United States and product sales of approximately $18.3 million, or 32% of our total product sales,
were generated outside the United States. Revenue from product sales to customers in the United States was
approximately $32.3 million, or 65% of total product sales and revenue from products outside of the United States
was approximately $17.3 million and accounted for

161
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approximately 35% of our total product sales for the year ended December 31, 2013. We sell directly to our
distributors, resellers and end-users in approximately 70 countries worldwide. We anticipate that the portion of our
total product revenue from international sales will continue to be a significant portion of our total revenue as we
further enhance our focus on developing new products, establishing new channel partners, strengthening our presence
in key growth areas, complying with regional environmental regulatory standards, and improving product localization
with country-specific product documentation and marketing materials.

Distributors, Resellers and Independent Integrators

We sold our products directly to approximately 562 distributors and direct resellers throughout the world during 2014.
Distributors and resellers purchase our products at a discount from list price and resell them worldwide to hundreds of
independent system integrators, telephony value-added resellers, IT value-added resellers, and PC dealers on a
non-exclusive basis. Our distributors maintain their own inventory and accounts receivable and are required to provide
technical and non-technical support for our products to the next level of distribution participants. We work with our
distributors and resellers to establish appropriate inventory stocking levels. We also work with our distributors and
resellers to maintain relationships with our existing systems integrators, dealers, and other value-added resellers.

While dealers, resellers, and system integrators all sell our products directly to the end-users, system integrators
typically add significant value to each sale by combining our products with products from other manufacturers as part
of an integrated system solution. Commercial dealers and value-added resellers usually purchase our products from
distributors and may bundle our products with products from other manufacturers for resale to the end-user. We
maintain close working relationships with all our reseller partners and offer them education and training on all of our
products.

Marketing

Much of our marketing effort is conducted in conjunction with our channel partners who provide leverage for us in
reaching existing and prospective customers worldwide. We also regularly attend industry forums and exhibit our
products at multiple regional and international trade shows, often with our channel partners. These trade shows
provide exposure for our brand and products to a wide audience. We market our ClearOne-branded commercial
products on our website www.clearone.com and our MagicBox branded digital signage products on our website
www.magicboxinc.com. We also conduct public relations initiatives to get press coverage and product reviews in
industry and non-industry publications alike.

Customers

We do not get comprehensive reports from our distributors and resellers that identify our end-users. As a result, we do
not know whether any end-user accounted for more than 10 percent of our total revenue during any of the periods
reported in this Annual Report. However, revenues included sales to Starin Marketing, which represented
approximately 16% of consolidated revenue during the year ended December 31, 2014. During the year ended
December 31, 2013, revenues included sales to Starin Marketing, which represented 18.2% of our consolidated
revenue and VSO Marketing, which represented 10.8% of our consolidated revenue during that period. As discussed
above, distributors facilitate product sales to a large number of independent systems integrators, dealers, and
value-added resellers, and subsequently to their end-users. The loss of one or more distributors could reduce revenue
and have a material adverse effect on our business and results of operations. Our shipped orders on which we had not
recognized revenue were $5.0 million and $4.2 million as of December 31, 2014 and 2013, respectively. As of
December 31, 2014, we had a backlog of un-shipped orders of approximately $789 thousand.

Competition

16
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The audio visual product markets are characterized by intense competition, rapidly evolving technology, and
increased business consolidation. We compete with businesses having substantially greater financial, research and
product development, manufacturing, marketing, and other resources. If we are not able to continually design,
manufacture, and successfully market new or enhanced products or services that are comparable or superior to those
provided by our competitors and at comparable or better prices, we could experience pricing pressures and reduced
sales, gross profit margins, profits, and market share, each of which could have a materially adverse effect on our
business. Our competitors vary within each product category. We believe we are able to differentiate ourselves and
therefore successfully compete as a result of the high audio quality of our products resulting from a combination of
proprietary and highly advanced audio signal processing technologies and networking technology in the form of trade
secrets and patented intellectual property, technical and channel support services, and the strength of our channels and
brands.

|71
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We believe the principal factors driving sales are the following:

Quality, features and functionality, and ease of use of the products;

Broad and deep global channel partnerships;

Significant established history of successful worldwide installations for diverse vertical markets;

Brand name recognition and acceptance;

Quality of customer and partner sales and technical support services; and

Effective sales and marketing.

In the professional audio conferencing system and sound reinforcement markets, our main competitors include Biamp,
Crestron, Extron, Harman/BSS, Lectrosonics, Peavey, Phoenix, Polycom, Shure and Vaddio and their original
equipment manufacturing (OEM) partners, along with several other companies potentially poised to enter the market.
We occupy the number one position in the global professional audio conferencing market with nearly 50% of the
global market share. In the traditional tabletop conferencing market, we face significant competition from Avaya
(Konftel), Phoenix, and Polycom, and especially from their OEM partnerships. A significant portion of the tabletop
market is covered by sales through OEM partnerships. While we believe MAX products have unique features and
superior quality, our limited OEM partnerships and pricing pressures from higher volume competitors limit our ability
to expand our existing share of this market. In the professional microphones market, our primary competitors include
Audio-technica, Audix, Polycom, Revolabs, Sennheiser, Shure, and their OEM partners. Our primary competitors in
the personal conferencing market are GN Netcom (Jabra), Phoenix Audio, Plantronics, Polycom, Yamaha and their
OEM partners. Our video conferencing products face tremendous competition from well established players, including
Avaya (Radvision), CISCO, Logitech (Lifesize), Polycom and Vidyo. We believe the migration of video conferencing
from hardware-based codecs to software-based codecs provides an opportunity for us to differentiate our products and
gain market share. Our commercial streaming products face intense competition from a few well-established
corporations of diversified capabilities and strengths, including AMX, BiAmp, Crestron, Extron, and Haivision. We
believe that our pioneering and patented StreamNet technology delivers superior audio and video streaming
performance and flexibility and provides us with a competitive edge over other industry players. In digital signage,
our primary competitors include Scala, Tightrope and Visix.

Regulatory Environment

Regulations regarding product safety, product operational agency compliance, the materials used in manufacturing,
the process of disposing of electronic equipment and the efficient use of energy may require extensive lead-time to
obtain regulatory approvals of new products in both domestic and in