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PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS
CLEARONE, INC
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except par value)

	
	
	March 31, 2025 
	
	
	December 31, 2024 
	

	ASSETS 
	
	
	
	
	
	
	
	

	Current assets: 
	
	
	
	
	
	
	
	

	Cash and cash equivalents 
	
	$ 
	961
	
	
	$ 
	1,417 
	

	Receivables, net of allowance of $411 and $405
	
	
	1,909 
	
	
	
	2,208 
	

	Inventories, net 
	
	
	9,866 
	
	
	
	11,224 
	

	Income tax receivable
	
	
	27
	
	
	
	10
	

	Prepaid expenses and other assets 
	
	
	4,324 
	
	
	
	3,894 
	

	Total current assets 
	
	
	17,087
	
	
	
	18,753 
	

	Long-term inventories, net 
	
	
	4,905 
	
	
	
	4,920 
	

	Property and equipment, net 
	
	
	442 
	
	
	
	500 
	

	Operating lease - right of use assets, net 
	
	
	672 
	
	
	
	750
	

	Intangibles, net 
	
	
	1,500 
	
	
	
	1,539 
	

	Other assets 
	
	
	73 
	
	
	
	82 
	

	Total assets 
	
	$ 
	24,679
	
	
	$ 
	26,544 
	

	LIABILITIES AND SHAREHOLDERS' EQUITY 
	
	
	
	
	
	
	
	

	Current liabilities: 
	
	
	
	
	
	
	
	

	Accounts payable 
	
	$ 
	1,910 
	
	
	$ 
	1,804 
	

	Accrued liabilities 
	
	
	1,628
	
	
	
	1,724 
	

	Deferred product revenue 
	
	
	12
	
	
	
	17 
	

	Total current liabilities 
	
	
	3,550 
	
	
	
	3,545 
	

	Operating lease liability, net of current 
	
	
	460 
	
	
	
	514
	

	Other long-term liabilities 
	
	
	1,155 
	
	
	
	1,154 
	

	Total liabilities 
	
	
	5,165 
	
	
	
	5,213 
	

	
	
	
	
	
	
	
	
	

	Shareholders' equity: 
	
	
	
	
	
	
	
	

	Common stock, par value $0.001, 50,000,000 shares authorized, 25,992,995 and 23,992,995 shares issued and outstanding, respectively
	
	
	26 
	
	
	
	24 
	

	Additional paid-in capital 
	
	
	32,700 
	
	
	
	31,672 
	

	Accumulated other comprehensive loss 
	
	
	(319
	)
	
	
	(306 
	) 

	Accumulated deficit 
	
	
	(12,893
	)
	
	
	(10,059 
	) 

	Total shareholders' equity 
	
	
	19,514 
	
	
	
	21,331
	

	Total liabilities and shareholders' equity 
	
	$ 
	24,679 
	
	
	$ 
	26,544
	




See accompanying notes
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CLEARONE, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE LOSS
(Dollars in thousands, except per share amounts)
 

	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	Revenue 
	  
	$ 
	2,313 
	  
	  
	$ 
	3,622
	  

	Cost of goods sold  
	  
	  
	2,192 
	  
	  
	  
	2,471
	  

	Gross profit
	  
	  
	121
	
	  
	  
	1,151 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Operating expenses: 
	  
	  
	  
	  
	  
	  
	  
	  

	Sales and marketing 
	  
	  
	1,116 
	  
	  
	  
	1,312
	  

	Research and product development 
	  
	  
	691 
	  
	  
	  
	894
	  

	General and administrative 
	  
	  
	1,160 
	  
	  
	  
	1,023 
	  

	Total operating expenses 
	  
	  
	2,967 
	  
	  
	  
	3,229 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Operating loss 
	  
	  
	(2,846
	)
	  
	  
	(2,078 
	) 

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Interest income (expense)
	
	
	—
	
	
	
	—
	

	Other income, net 
	  
	  
	12
	
	  
	  
	178
	

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Loss before income taxes 
	  
	  
	(2,834
	)
	  
	  
	(1,900
	)

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Provision (benefit) for income taxes 
	  
	  
	—
	
	  
	  
	(2
	)

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Net loss 
	  
	$ 
	(2,834
	)
	  
	$ 
	(1,898
	)

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Basic weighted average shares outstanding 
	  
	  
	24,748,551
	  
	  
	  
	23,969,148
	  

	Diluted weighted average shares outstanding 
	  
	  
	24,748,551 
	  
	  
	  
	23,969,148
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Basic loss per share 
	  
	$ 
	(0.11
	)
	  
	$ 
	(0.08
	)

	Diluted loss per share 
	  
	$ 
	(0.11
	)
	  
	$ 
	(0.08
	) 

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Comprehensive loss: 
	  
	  
	  
	  
	  
	  
	  
	  

	Net loss 
	  
	$ 
	(2,834
	)
	  
	$ 
	(1,898
	)

	Unrealized gain on available-for-sale securities, net of tax 
	  
	  
	—
	
	  
	  
	22
	

	Change in foreign currency translation adjustment 
	  
	  
	(13
	)
	  
	  
	(2
	)

	Comprehensive loss 
	  
	$ 
	(2,847
	)
	  
	$ 
	(1,878
	) 




 
See accompanying notes
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CLEARONE, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands, except per share amounts)


	
	
	Three months ended March 31, 
	

	
	
	2025 
	
	
	2024 
	

	Cash flows from operating activities: 
	
	
	
	
	
	
	
	

	Net loss 
	
	$ 
	(2,834
	)
	
	$ 
	(1,898
	)

	Adjustments to reconcile net loss to net cash provided by (used in) operating activities: 
	
	
	
	
	
	
	
	

	Depreciation and amortization expense 
	
	
	125
	
	
	
	167 
	

	Amortization of right-of-use assets 
	
	
	78
	
	
	
	92
	

	Share-based compensation expense 
	
	
	23 
	
	
	
	26 
	

	Provision for doubtful accounts, net 
	
	
	6
	
	
	
	—
	

	Change of inventory to net realizable value 
	
	
	272
	
	
	
	193 
	

	Gain on sale of capitalized assets 
	
	
	(9
	)
	
	
	—
	

	    Gain on sale of marketable securities
	
	
	—
	
	
	
	(47
	)

	Changes in operating assets and liabilities: 
	
	
	
	
	
	
	
	

	Receivables 
	
	
	293
	
	
	
	4,485
	

	Inventories 
	
	
	1,101
	
	
	
	(2,020
	)

	Prepaid expenses and other assets 
	
	
	(421
	)
	
	
	61
	

	Accounts payable 
	
	
	105
	
	
	
	(211
	)

	Accrued liabilities 
	
	
	(75
	)
	
	
	(321
	)

	Income taxes receivable 
	
	
	(18
	)
	
	
	9
	

	Deferred product revenue 
	
	
	(5
	)
	
	
	(4
	)

	Operating lease liabilities 
	
	
	(80
	)
	
	
	(99
	)

	Net cash provided by (used in) operating activities 
	
	
	(1,439
	)
	
	
	433
	

	
	
	
	
	
	
	
	
	

	Cash flows from investing activities: 
	
	
	
	
	
	
	
	

	Purchase of property and equipment 
	
	
	(17
	)
	
	
	(69
	)

	Purchase of intangibles 
	
	
	(13
	)
	
	
	(36
	)

	Proceeds from maturities and sales of marketable securities 
	
	
	— 
	
	
	
	2,325 
	

	Proceeds from sale of capitalized assets 
	
	
	12
	
	
	
	—
	

	Purchases of marketable securities
	
	
	—
	
	
	
	(1,947
	)

	Net cash provided by (used in) investing activities 
	
	
	(18
	)
	
	
	273
	

	
	
	
	
	
	
	
	
	

	Cash flows from financing activities: 
	
	
	
	
	
	
	
	

	Net proceeds from equity-based compensation programs 
	
	
	7 
	
	
	
	7 
	

	Proceeds from sale of shares 
	
	
	1,000
	
	
	
	—
	

	Net cash provided by financing activities 
	
	
	1,007
	
	
	
	7
	

	
	
	
	
	
	
	
	
	

	Effect of exchange rate changes on cash and cash equivalents 
	
	
	(6
	)
	
	
	(4
	)

	
	
	
	
	
	
	
	
	

	Net increase (decrease) in cash and cash equivalents 
	
	
	(456
	)
	
	
	709
	

	Cash and cash equivalents at the beginning of the period 
	
	
	1,417 
	
	
	
	17,835 
	

	Cash and cash equivalents at the end of the period 
	
	$ 
	961
	
	
	$ 
	18,544
	





See accompanying notes
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CLEARONE, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands, except per share amounts)
 
The following is a summary of supplemental cash flow activities: 


	
	
	Three months ended March 31, 
	

	
	
	2025 
	
	
	2024 
	

	Cash paid for income taxes 
	
	$ 
	—
	
	
	$ 
	(12
	)

	Cash paid for interest
	
	
	—
	
	
	
	—
	





See accompanying notes 
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CLEARONE, INC.
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited - Dollars in thousands, except per share amounts)
  
1. Business Description, Basis of Presentation and Significant Accounting Policies
 
Business Description:
 
ClearOne, Inc., together with its subsidiaries (collectively, “ClearOne” or the “Company”), is a global market leader enabling conferencing, collaboration, and AV streaming solutions for voice and visual communications. The performance and simplicity of our advanced, comprehensive solutions offer unprecedented levels of functionality, reliability and scalability.

Going Concern:

As of March 31, 2025, our cash and cash equivalents were approximately $961 compared to $1,417 as of December 31, 2024. Our working capital was $13,537 as of March 31, 2025. Net cash used in operating activities was $1,439 for the three months ended March 31, 2025, a decrease of $1,796 compared to $433 of cash provided by operating activities for the three months ended March 31, 2024. The decrease in cash is mainly due to a decrease in cash collected from receivables. These and other conditions raise substantial doubt about continuing as a going concern. We will need to complete one or more strategic transactions or raise additional working capital to continue our normal and planned operations. We will need to generate and sustain significant revenue levels in future periods to become profitable, and, even if we do, we may not be able to maintain or increase our level of profitability. In addition, as a public company, we will incur accounting, legal and other expenses. These expenditures will make it necessary for us to continue to raise additional working capital. Our efforts to grow our business may be costlier than we expect, and we may not be able to generate sufficient revenue to offset our increased operating expenses. We may incur significant losses in the future for a number of reasons, including unforeseen expenses, difficulties, complications and delays and other unknown events. Accordingly, substantial doubt exists about our ability to continue as a going concern and we cannot assure you that we will achieve sustainable operating profits as we continue to expand our business and otherwise implement our growth initiatives. In February 2025, the Company raised $1,000 in a private placement transaction. We may be unable to complete a strategic transaction within a reasonable timeframe, on attractive terms or at all, and market conditions, including the historical volatility in our common stock will likely limit our ability to raise capital on favorable terms, or at all, and the terms of any public or private offerings of debt or equity securities likely would be significantly dilutive to existing stockholders. There is no set timetable for the overall process given the anticipated timelines for different strategic alternatives may vary, and there can be no assurance that this process will result in us pursuing a transaction or that any transaction, if pursued, will be completed on attractive terms or at all. The Company’s ability to continue as a going concern is dependent on the outcome of these uncertainties.

As a result, management has concluded that substantial doubt exists about the Company’s ability to continue as a going concern for 12 months from the date these consolidated financial statements are issued. The consolidated financial statements as of March 31, 2025 have been prepared under the assumption that the Company will continue as a going concern for the next 12 months after these financial statements are issued, and that contemplates the realization of assets and satisfaction of liabilities and commitments in the normal course of business. These Consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Basis of Presentation:
 
The fiscal year for ClearOne is the twelve months ending on December 31. The condensed consolidated financial statements include the accounts of ClearOne and its subsidiaries. All significant inter-company accounts and transactions have been eliminated. 
 
These accompanying interim unaudited condensed consolidated financial statements have been prepared by the Company pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) and are not audited. Certain information and footnote disclosures that are usually included in financial statements prepared in accordance with generally accepted accounting principles in the United States (“GAAP”) have been either condensed or omitted in accordance with SEC rules and regulations. The accompanying condensed consolidated financial statements contain all adjustments, consisting of normal recurring accruals, necessary for a fair presentation of our financial position as of March 31, 2025 and December 31, 2024, the results of operations for the three months ended March 31, 2025 and 2024, and the cash flows for the three months ended March 31, 2025 and 2024. The results of operations for the three months ended March 31, 2025 and 2024 are not necessarily indicative of the results for a full-year period. These interim unaudited condensed consolidated financial statements should be read in conjunction with the financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2024 filed with the SEC.
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UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)


Significant Accounting Policies:
 
The significant accounting policies were described in Note 1 to the audited consolidated financial statements included in the Company’s annual report on Form 10-K for the year ended December 31, 2024. There have been no changes to these policies during the quarter ended March 31, 2025 that are of significance or potential significance to the Company.

Recent accounting pronouncements:

ASU 2023-07, Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures

In November 2023, the FASB issued Accounting Standards Update (“ASU”) 2023-07, Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures, which improves reportable segment disclosure requirements, primarily through enhanced disclosures about significant segment expenses. The standard is effective for full year 2024 reporting, and for interim reporting beginning in 2025. The adoption of this ASU did not change the way the Company evaluates its reportable segments and, as a result, did not have a material impact on the Company’s segment-related disclosures.

ASU 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures

In December 2023, the FASB issued ASU 2023-09 “Income Taxes (Topic 740): Improvements to Income Tax Disclosures” on the topic of income taxes. The standard requires additional disclosure for income taxes. These requirements include: (i) requiring a public entity to disclose specific categories in the rate reconciliation; (ii) disclosure of additional information for reconciling items that meet a quantitative threshold (if the effect of those reconciling items is equal to or greater than 5% of the amount computed by multiplying pretax income or loss by the applicable statutory income tax rate); (iii) annual disclosure of the amount of income taxes paid (net of refunds received) disaggregated by federal (national), state, and foreign taxes; (iv) annual disclosure of the amount of income taxes paid (net of refunds received) disaggregated by individual jurisdictions in which income taxes paid (net of refunds received) is equal to or greater than 5% of total income taxes paid (net of refunds received); (v) annual disclosure of income (or loss) from continuing operations before income tax expense (or benefit) disaggregated between domestic and foreign; and (vi) annual disclosure of income tax expense (or benefit) from continuing operations disaggregated by federal (national), state, and foreign. For public entities, the guidance is effective for annual periods beginning after December 15, 2024. The Company will adopt this guidance in fiscal 2025 and is in the process of evaluating the new requirements. As a result, the Company has not yet determined the impact this new ASU will have on its disclosures.

ASU 2024-03, Income Statement—Reporting Comprehensive Income (Topic 220): Disaggregation of Income Statement Expenses

In November 2024, the FASB issued ASU No. 2024-03, "Income Statement—Reporting Comprehensive Income (Topic 220): Disaggregation of Income Statement Expenses," which requires public business entities, such as the Company, to provide disaggregated disclosure of specific natural expense categories underlying certain income statement expense line items in the notes to the financial statements. The standard identifies five required natural expense categories for disaggregation—employee compensation, depreciation, amortization, inventory expense, and other manufacturing expenses—along with a residual "other" category for remaining amounts within relevant expense captions (e.g., cost of sales, selling, general and administrative expenses). ASU 2024-03 does not alter the expense captions presented on the face of the income statement but enhances footnote disclosures to improve transparency. The standard is effective for annual periods beginning after December 15, 2026, with early adoption permitted, and must be applied prospectively, though retrospective application is optional. An update in ASU 2025-01 clarified that interim period disclosures are not required until annual periods beginning after December 15, 2027. The Company is in the process of evaluating the impact of ASU 2024-03 on its consolidated financial statements. We expect adoption to necessitate modifications to our financial reporting processes and systems to capture and disclose the required disaggregated expense information in the footnotes. Management anticipates that this will enhance the granularity of expense disclosures but does not expect a material effect on our reported financial position or results of operations. We are reviewing our current expense classification practices and data collection capabilities to ensure compliance with the new requirements upon adoption.

The Company has determined that recently issued accounting standards, other than the above discussed, will not have a material impact on its consolidated financial position, results of operations or cash flows.
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UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

2. Revenue Information
 
The following table disaggregates the Company’s revenue into primary product groups:
 

	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	Audio conferencing 
	  
	$ 
	953 
	  
	  
	$ 
	1,523 
	  

	Microphones 
	  
	  
	1,118 
	  
	  
	  
	1,571 
	  

	Video products 
	  
	  
	242 
	  
	  
	  
	528 
	  

	  
	  
	$ 
	2,313 
	  
	  
	$ 
	3,622 
	  





The following table disaggregates the Company’s revenue into major regions: 


	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	North and South America  
	  
	$ 
	960 
	  
	  
	$ 
	1,094 
	  

	Asia Pacific (includes Middle East, India and Australia) 
	  
	  
	1,188 
	  
	  
	  
	2,000 
	  

	Europe and Africa 
	  
	  
	165 
	  
	  
	  
	528 
	  

	  
	  
	$ 
	2,313 
	  
	  
	$ 
	3,622 
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UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited - Dollars in thousands, except per share amounts)

3. Loss Per Share
 
Loss per common share is computed based on the weighted-average number of common shares outstanding and, when appropriate, dilutive potential common stock outstanding during the period. Stock options, warrants and the convertible portion of senior convertible notes are considered to be potential common stock. The computation of diluted loss per share does not assume exercise or conversion of securities that would have an anti-dilutive effect. 
 
Basic loss per common share is the amount of net loss for the period available to each weighted-average share of common stock outstanding during the reporting period. Diluted loss per common share is the amount of loss for the period available to each weighted-average share of common stock outstanding during the reporting period and to each share of potential common stock outstanding during the period, unless inclusion of potential common stock would have an anti-dilutive effect. 

The following table sets forth the computation of basic and diluted loss per common share:
 
	  
	
	Three months ended March 31,
	

	  
	
	2025
	
	
	2024
	

	Numerator: 
	
	
	
	
	
	
	
	

	Net loss 
	
	$
	(2,834
	)
	
	$
	(1,898
	)

	Denominator: 
	
	
	
	
	
	
	
	

	Basic weighted average shares outstanding 
	
	
	24,748,551
	
	
	
	23,969,148
	

	Dilutive common stock equivalents using treasury stock method
	
	
	—
	
	
	
	—
	

	Diluted weighted average shares outstanding 
	
	
	24,748,551
	
	
	
	23,969,148
	

	  
	
	
	
	
	
	
	
	

	Basic loss per common share 
	
	$
	(0.11
	)
	
	$
	(0.08
	)

	Diluted loss per common share 
	
	$
	(0.11
	)
	
	$
	(0.08
	)

	  
	
	
	
	
	
	
	
	

	Weighted average options and warrants outstanding 
	
	
	5,591,139
	
	
	
	6,420,553
	

	Anti-dilutive options and warrants not included in the computation 
	
	
	5,591,139
	
	
	
	6,420,553
	



4. Intangible Assets
 
Intangible assets as of March 31, 2025 and December 31, 2024 consisted of the following:
 
	  
	  
	Estimated useful lives (years) 
	  
	  
	March 31, 2025 
	  
	  
	December 31, 2024 
	  

	Tradename 
	  
	 5 
	to 
	7 
	  
	  
	$ 
	555 
	  
	  
	$ 
	555 
	  

	Patents and technological know-how 
	  
	10
	to 
	20
	  
	  
	  
	7,309 
	  
	  
	  
	7,298 
	  

	Proprietary software 
	  
	 3 
	to 
	15 
	  
	  
	  
	2,981 
	  
	  
	  
	2,981 
	  

	Other 
	  
	 3 
	to 
	5 
	  
	  
	  
	323 
	  
	  
	  
	323 
	  

	Total intangible assets 
	  
	  
	  
	  
	  
	  
	  
	11,168 
	  
	  
	  
	11,157 
	  

	Accumulated amortization 
	  
	  
	  
	  
	  
	  
	  
	(9,668
	)
	  
	  
	(9,618 
	) 

	Total intangible assets, net 
	  
	  
	  
	  
	  
	  
	$ 
	1,500 
	  
	  
	$ 
	1,539 
	  


 
The amortization of intangible assets for three months ended March 31, 2025 and 2024 was as follows: 
 
	  
	
	Three months ended March 31,
	

	  
	
	2025
	
	
	2024
	

	Amortization of intangible assets 
	
	$
	50
	
	
	$
	110
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The estimated future amortization expense of intangible assets is as follows:
 
	Years ending December 31, 
	  
	Amount 
	  

	2025 (Remainder) 
	  
	$ 
	154 
	  

	2026 
	  
	  
	205 
	  

	2027 
	  
	  
	75 
	  

	2028 
	  
	  
	30 
	  

	2029 
	  
	  
	30 
	  

	Thereafter 
	  
	  
	1,006 
	  

	Total 
	  
	$   
	1,500 
	  



5. Inventories
 
Inventories, net of reserves, as of March 31, 2025 and December 31, 2024 consisted of the following:  
 
	  
	  
	March 31, 2025 
	  
	  
	December 31, 2024 
	  

	Current: 
	  
	  
	  
	  
	  
	  
	  
	  

	Raw materials 
	  
	$ 
	2,279 
	  
	  
	$ 
	2,424 
	  

	Finished goods 
	  
	  
	7,587 
	  
	  
	  
	8,800 
	  

	  
	  
	$ 
	9,866 
	  
	  
	$ 
	11,224 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Long-term: 
	  
	  
	  
	  
	  
	  
	  
	  

	Raw materials 
	  
	$ 
	1,248 
	  
	  
	$ 
	1,112 
	  

	Finished goods 
	  
	  
	3,657 
	  
	  
	  
	3,808 
	  

	  
	  
	$ 
	4,905 
	  
	  
	$ 
	4,920 
	  


  
Long-term inventory represents inventory held in excess of our current (next 12 months) requirements based on our recent sales and forecasted level of sales. We expect to sell the above inventory, net of reserves, at or above the stated cost and believe that no loss will be incurred on its sale, although there can be no assurance of the timing or amount of any sales. 
 
Net loss incurred on valuation of inventory at lower of cost or net realizable value and write-off of obsolete inventory for three months ended March 31, 2025 and 2024 was as follows:   
 
	  
	
	Three months ended March 31,
	

	  
	
	2025
	
	
	2024
	

	Net loss incurred on valuation of inventory at lower of cost or net realizable value and write-off of obsolete inventory 
	
	$
	272
	
	
	$
	193
	


 

6. Leases
 
Rent expense is recognized on a straight-line basis over the period of the lease taking into account future rent escalation and holiday periods. 
 
Rent expense for three months ended March 31, 2025 and 2024 was as follows: 

 
	  
	  
	Three months ended March 31, 
	

	  
	  
	2025 
	  
	  
	2024 
	

	Rent expense 
	  
	$ 
	112 
	  
	  
	$ 
	109 
	




The Company occupies a 1,350 square-foot facility in Gainesville, Florida under the terms of an operating lease expiring in February 2028. The Gainesville facility is used primarily to support the Company's research and development activities. 
 
The Company occupies a 9,402 square-foot facility in Salt Lake City, Utah under the terms of an operating lease expiring in February 2028. The facility supports the Company's principal administrative, sales, marketing, customer support, and research and product development activities. 
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We occupy a 6,175 square-foot facility in Chennai, India under the terms of an operating lease expiring in September 2025. This facility supports our administrative, marketing, customer support, and research and product development activities.
 
We occupied a 40,000 square-foot warehouse in Salt Lake City, Utah under the terms of an operating lease expiring in April 2025, which served as our primary inventory fulfillment center. This lease was cancelled on January 31, 2025.

We entered into a new lease on December 1, 2024 to occupy a 2,590 square-foot warehouse in Salt Lake City Utah. The lease is an operating lease expiring in February 2028. This facility serves as our primary warranty and repair center.    

Supplemental cash flow information related to leases was as follows: 

 
	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	Cash paid for amounts included in the measurement of lease liabilities 
	  
	
	
	  
	  
	
	
	  

	Operating cash flows from operating leases
	
	$
	(92
	)
	
	$
	(115
	)

	Right-of-use assets obtained in exchange for lease obligations:
	
	
	
	
	
	
	
	

	Operating leases
	
	$
	—
	
	
	$
	—
	





Supplemental balance sheet information related to leases was as follows: 


	  
	  
	March 31, 2025 
	  
	  
	December 31, 2024 
	  

	Operating lease right-of-use assets 
	  
	$ 
	 672
	  
	  
	$ 
	 750
	  

	
	  
	
	
	
	
	
	
	

	Current portion of operating lease liabilities, included in accrued liabilities 
	
	$
	231
	
	
	$
	257
	

	Operating lease liabilities, net of current portion 
	  
	  
	460
	  
	  
	  
	514
	  

	Total operating lease liabilities 
	  
	$ 
	691
	  
	  
	$ 
	771
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Weighted average remaining lease term for operating leases (in years) 
	
	
	2.84
	
	
	
	2.99
	

	Weighted average discount rate for operating leases 
	
	
	6.65
	%
	
	
	6.59
	%





The following represents maturities of operating lease liabilities as of March 31, 2025:
 

	Years ending December 31, 
	  
	  
	  
	  

	2025 (Remainder) 
	  
	$ 
	208
	  

	2026 
	  
	  
	251 
	  

	2027 
	  
	  
	259 
	  

	2028 
	  
	  
	44 
	  

	2029 
	  
	  
	— 
	  

	Total lease payments 
	  
	  
	762 
	  

	Less: Imputed interest 
	  
	  
	71
	

	Total 
	  
	$ 
	691
	  





	12



Table of Contents
 
UNAUDITED NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited - Dollars in thousands, except per share amounts)

7. Shareholders' Equity
 
	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	Common stock and additional paid-in capital 
	  
	  
	  
	  
	  
	  
	  
	  

	Balance, beginning of period 
	  
	$ 
	31,696 
	  
	  
	$ 
	46,071 
	  

	Dividends declared 
	  
	
	—
	
	  
	
	(14,496 
	)

	Issuance of common stock, net
	
	
	1,000
	
	
	
	—
	

	Share-based compensation expense 
	  
	  
	23 
	  
	  
	  
	26 
	  

	Proceeds from employee stock purchase plan 
	  
	  
	7
	
	  
	  
	7 
	  

	Balance, end of period 
	  
	$ 
	32,726 
	  
	  
	$ 
	31,608 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Accumulated other comprehensive loss 
	  
	  
	  
	  
	  
	  
	  
	  

	Balance, beginning of period 
	  
	$ 
	(306
	)
	  
	$ 
	(310
	)

	Unrealized loss on available-for-sale securities, net of tax  
	  
	  
	—
	
	  
	  
	22
	

	Foreign currency translation adjustment 
	  
	  
	(13
	)
	  
	  
	(2
	)

	Balance, end of period 
	  
	$ 
	(319
	)
	  
	$ 
	(290
	)

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Accumulated deficit  
	  
	  
	  
	  
	  
	  
	  
	  

	Balance, beginning of period 
	  
	$ 
	(10,059
	)
	  
	$ 
	(1,076
	)

	Net loss 
	  
	  
	(2,834
	)
	  
	  
	(1,898 
	) 

	Balance, end of period 
	  
	$ 
	(12,893
	)
	  
	$ 
	(2,974 
	) 

	  
	  
	  
	  
	  
	  
	  
	  
	  

	Total shareholders' equity 
	  
	$ 
	19,514
	  
	  
	$ 
	28,344
	  


 
Issue of Common Stock

On February 26, 2025 the Company entered into a securities purchase agreement with Edward D. Bagley, pursuant to which the Company agreed to issue and sell, in a private placement at-the-market offering of 2,000,000 shares of the Company’s common stock, par value $0.001 per share, at a purchase price of $0.50 per share of Common Stock. The Company received $1,000 in cash in connection with the sale. Mr. Bagley is an affiliate of the Company and the Company’s single largest stockholder
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8. Share-based Compensation
The Company uses judgment in determining the fair value of the share-based payments on the date of grant using an option-pricing model with assumptions regarding a number of highly complex and subjective variables. These variables include, but are not limited to, the risk-free interest rate of the awards, the expected life of the awards, the expected volatility over the term of the awards, and the expected dividends of the awards. The Company uses the Black-Scholes option pricing model to determine the fair value of share-based payments granted under the guidelines of ASC Topic 718. 
 
A summary of the stock option activity under the Company’s plans for the three months ended March 31, 2025, is as follows:

	  
	  
	Number of shares 
	  
	  
	Weighted average exercise price 
	  

	Options outstanding at beginning of year 
	  
	  
	569,016 
	  
	  
	$ 
	3.32 
	  

	Granted 
	  
	  
	— 
	  
	  
	  
	—
	  

	Less: 
	  
	  
	  
	  
	  
	  
	  
	  

	Exercised 
	  
	  
	—
	  
	  
	  
	—
	  

	Forfeited prior to vesting 
	  
	  
	—
	
	  
	  
	— 
	  

	Canceled or expired 
	  
	  
	—
	
	  
	  
	— 
	  

	Options outstanding at March 31, 2025 
	  
	  
	569,016 
	  
	  
	  
	3.32 
	  

	Options exercisable at end of March 31, 2025 
	  
	  
	345,888 
	  
	  
	$ 
	5.04 
	  


 
As of March 31, 2025, the total remaining unrecognized compensation cost related to non-vested stock options, net of forfeitures, was approximately $88, which will be recognized over a weighted average period of 1.35 years.

Share based compensation expense has been recorded as follows: 
 
	  
	  
	Three months ended March 31, 
	  

	  
	  
	2025 
	  
	  
	2024 
	  

	Cost of goods sold 
	  
	$ 
	— 
	  
	  
	$ 
	2 
	  

	Sales and marketing 
	  
	  
	1 
	  
	  
	  
	2 
	  

	Research and product development 
	  
	  
	4 
	  
	  
	  
	12 
	  

	General and administrative 
	  
	  
	18 
	  
	  
	  
	10 
	  

	  
	  
	$ 
	23 
	  
	  
	$ 
	26 
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9. Income Taxes
 
The Company recorded a full valuation allowance against U.S Federal and State deferred tax assets, which results in no income tax benefit for losses in these jurisdictions. The full domestic valuation allowance was recorded as management concluded that it is more likely than not that these deferred tax assets are not realizable due to the Company's recent pre-tax losses and other sources of negative evidence. Provision for income taxes for the three months ended March 31, 2025 mostly represents income tax expense (benefit) recorded for jurisdictions outside the United States.

The Company had approximately $969 of uncertain tax positions as of March 31, 2025. Due to the inherent uncertainty of the underlying tax positions, it is not possible to forecast the payment of this liability for any particular year, therefore, it is reflected in other long-term liabilities.

10. Operating Segment 
 
The Company operates as one operating segment. Operating segments are defined as components of an entity for which separate financial information is regularly evaluated by the chief operating decision maker ("CODM"), which is the Company's Chief Executive Officer, in deciding how to allocate resources and assess performance. The Company's CODM evaluates financial information and resources and assesses the performance of these resources on a consolidated basis. There is no expense or asset information that is supplemental to information disclosed within the consolidated financial statements, that is regularly provided to the CODM. The allocation of resources and assessment of performance of the operating segment is based on consolidated net loss and functional expenses as reported on our consolidated statements of operations and comprehensive loss. Because the Company operates as one operating segment, financial segment information, including expense and asset information, can be found in the consolidated financial statements.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 
This report on Form 10-Q includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements in this report, other than statements of historical fact, are forward-looking statements for purposes of these provisions, including any projections of earnings, revenues or other financial items, any statements of the plans and objectives of management for future operations, any statements concerning proposed new products or services, any statements regarding future economic conditions or performance, and any statements of assumptions underlying any of the foregoing. All forward-looking statements included in this report are made as of the date hereof and are based on information available to us as of such date. We assume no obligation to update any forward-looking statement. In some cases, forward-looking statements can be identified by the use of terminology such as “may,” “will,” “expects,” “plans,” “anticipates,” “intends,” “believes,” “estimates,” “potential,” or “continue,” or the negative thereof or other comparable terminology. Although we believe that the expectations reflected in the forward-looking statements contained herein are based upon reasonable assumptions at the time made, there can be no assurance that any such expectations or any forward-looking statement will prove to be correct. Our actual results will vary, and may vary materially, from those projected or assumed in the forward-looking statements. Future financial condition and results of operations, as well as any forward-looking statements, are subject to inherent risks and uncertainties, many of which we cannot predict with accuracy and some of which we might not anticipate, including, without limitation, descriptions of our review of strategic alternatives and the timing and impact of any potential strategic transactions, 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; and other factors referred to in our reports filed with the SEC, including our Annual Report on Form 10-K for the year ended December 31, 2024. All subsequent forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by these cautionary statements. Additional factors that may have a direct bearing on our operating results are discussed in Part I, Item 1A “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2024.
BUSINESS OVERVIEW
 
ClearOne is a global Company that designs, develops and sells conferencing, collaboration, and AV networking solutions for voice and visual communications. The performance and simplicity of our advanced, comprehensive solutions offer a high level of functionality, reliability and scalability. We derive a major portion of our revenue from audio conferencing products and microphones by promoting our products in the professional audio-visual channel. We have extended our total addressable market from the installed audio conferencing market to adjacent complementary markets – microphones, video collaboration and AV networking. We have achieved this through strategic technological acquisitions as well as by internal product development. 
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On March 11, 2024, we announced a one-time special cash dividend of $0.50 per share of ClearOne common stock, paid on April 10, 2024 to shareholders of record on April 2, 2024.
On January 23, 2024 we launched the DIALOG® 20 USB wireless microphone system at Integrated Systems Europe (ISE) 2024, a major global audiovisual expo. ClearOne’s booth at ISE 2024 recorded a 319% increase in unique visitors compared to the number of unique visitors the Company’s booth recorded in 2023. The DIALOG® UVHF Wireless Microphone System also received AV Technology Magazine’s Best in Show award at ISE 2024, having previously garnered other notable industry awards in 2023.
On August 8, 2024, the DIALOG® UVHF wireless Microphone system was named a winner of the 2024 Communications Solutions products of the year award. 
On September 9, 2024, ClearOne recorded a 31% increase in unique visitors at our 2024 Infocomm India trade show booth, while the overall annual increase of all attendees at that trade show was only 17%.
On January 16, 2025, we launched the BMA 360DX ceiling tile beamforming microphone array with an integrated DSP processor that provides everything needed to combine, route, and process all the audio signals with no compromises. Like the other members of the BMA 360 product family, the BMA 360DX includes FiBeam(TM) technology that provides truly ultra-wideband, frequency-invariant performance with uniform-gain response across all frequency bands and DsBeam(TM) technology that provides unparalleled sidelobe depth, below -40 dB, resulting in superior rejection of reverb and noise in difficult spaces for superb clarity and intelligibility. The built-in power amplifiers, selectable as 4x15 Watt or 2x30 Watt, simplify installations with loudspeakers. Setting up the BMA 360DX is incredibly quick and easy with auto-detection of additional beamforming microphone arrays and peripherals such as USB expanders, analog audio I/Os, and HDMI audio de-embedders. With everything on board, its scalable design easily adapts to a variety of meeting spaces. The BMA 360DX won a Best of Show award in the AV Technology category at the Integrated Systems Europe 2025 exhibition in Barcelona, Spain.
On January 20, 2025, we announced the launch of the Versa® 120D USB-C Docking Station with Dante®, designed to simplify and enhance hybrid meeting experiences. The Versa 120D is a versatile collaboration solution combining a USB-C docking station and Dante audio networking into a single, easy-to-use device. This innovative solution is specifically designed to meet the needs of Pro AV integrators and streamline BYOD (Bring Your Own Device) workflows in a variety of meeting spaces. It includes support for dual 4K60 displays or a single 8K30 display, ensuring crystal-clear visuals for presentations and video conferencing. High-speed USB-C connectivity delivers blazing-fast data transfer speeds of up to 40 Gbps, enabling seamless device operation. Simplified network integration with 10/100/1000 Base-T auto-negotiation and Ethernet pass-through over USB-C provides reliable, high-speed network connectivity directly to your device. The Versa 120D simplifies deployment and configuration with automatic discovery and native integration with Audinate’s Dante Controller software. It boasts broad interoperability, seamlessly integrating with a wide range of AV systems and devices. Enhanced security features include support for HDCP versions 1.4, 2.2, and 2.3 ensuring encrypted transmission of high-definition video and audio while meeting content protection standards. Additionally, the Versa 120D meets TAA requirements, making it ideal for US government and educational deployments.
On January 22, 2025, we introduced the DIALOG® AERO, a wideband UHF 2-channel encrypted digital wireless microphone solution with over 100 MHz of RF tuning range. The DIALOG® AERO features an intuitive interface with a large, easy-to-read LCD display that provides real-time information on critical settings. Aero Console software provides remote configuration, monitoring and management of the receiver and smart dock via Ethernet. DIALOG® AERO microphones offer flexible powering options. They can be powered with the included rechargeable Li-Ion AA batteries, NiMH AA rechargeable batteries, common AA battery types, or USB-C. Microphones and Dock can charge Li-Ion and NiMH AA batteries and the dock also charges spare AA batteries for added convenience. The system features a modular expandable 2-bay smart dock, allowing for easy expansion up to eight channels by linking multiple docks together, simplifying installation and minimizing cabling. Larger systems can be further expanded using optional accessories, including a four-channel antenna distributor with ceiling mount antennas, antenna combiners, and a joining kit for mounting two receivers in a single rack space. The auto-scan feature finds open channels for optimal reception. The system also includes detachable antennas with a 5-foot extension kit for added flexibility in system placement and signal optimization. DIALOG® AERO is ideal for a wide range of applications, including town hall meetings, company all-hands meetings, management retreats, school award ceremonies, rallies, houses of worship, hybrid training and presentation sessions, sound reinforcement and voice lift scenarios.
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On January 24, 2025, we introduced the UNITE 260N Pro, a professional 4K Ultra HD camera with NDI®|HX, designed to meet the requirements of NDI® workflows. NDI – Network Device Interface – is used by millions of customers worldwide and has been adopted by more media organizations than any other IP standard, creating the industry’s largest IP ecosystem of products. NDI allows multiple video systems to identify and communicate with one another over IP; it can encode, transmit, and receive many streams of high-quality, low-latency, frame-accurate video and audio in real time. The growth of NDI is backed by a growing community of installers, developers, AV professionals, and users who are deeply engaged with the company through community events and initiatives. NDI-enabled UNITE 260N Pro Cameras are instantly discoverable within a standard IP network, eliminating the need for complex setups. These cameras can seamlessly send or receive high-quality, low-latency video, audio, controls, and metadata all within a single stream. Also, UNITE 260N Pro Cameras seamlessly integrate with a vast ecosystem of thousands of NDI-compatible hardware and software products.
On January 27, 2025, we announced the addition of a 4-channel Access Point and a 4-bay Dock to our award-winning DIALOG® UVHF Wireless Microphone System. With these new additions, the Dialog UVHF Wireless Microphone System now offers the flexibility to choose between an Access Point with 8 or 4 Dante channels and a Charger Dock capable of charging 8 or 4 microphones. The 4-channel Access Point and 4-bay Dock offer significant benefits like lower cost, system flexibility and a smaller form factor for the dock. This translates to increased value for our customers, making our high-quality wireless audio solutions more accessible and a better fit for applications that require fewer microphones.
Overall revenue decreased by 36% in the first quarter of 2025 when compared to the first quarter of 2024, primarily due to a significant decrease in revenues from product shortages that resulted in delayed product shipments. The revenue decline was also caused by significantly reduced demand for our products in many regions including USA, Europe and China when compared to 2024-Q1 revenues. We believe this revenue decline was primarily due to the cumulative impact of past production shortages. We believe that lack of product availability has caused some of our channel partners to purchase and install competing brands. Historically, we have seen a lag of several months between the time that our professional conferencing products are specified for installation and the date when those products are installed. Since our product availability was constrained through a significant part of Q4 2023, we believe our revenue was impacted negatively by these market dynamics through much of 2024. We have also faced sales headwinds from our products’ lack of Microsoft Teams certification, despite their longtime functional compatibility with this platform. In Q1 2025, we were unable to maintain an uninterrupted flow of inventory from our contract manufacturers and suppliers due to insufficient cash on hand. This issue negatively affected new products that we introduced in Q1 2025 as well as older products with consistent demand. Our work through the first three months of 2025 has focused on mitigating these impacts through maintaining consistent dialogues, product demonstrations, and feedback cycles with end users and channel partners, along with improving our visibility at key industry events. In addition, we saw a reduction in sales in the Middle East region, where we had previously experienced consistent sales growth, as we transitioned to a new distributor for the Middle East region. We believe our revenue performance in 2025-Q1 compared to 2024-Q1 also was to a small extent impacted negatively due to anticipated cost increases, whether realized or unrealized, associated with the tariffs on electronic raw materials that have affected the global manufacturing of high-tech products. We do expect to realize some of these increased costs in various degrees through the remainder of 2025.
Our gross profit margin decreased to 5.2% during the first quarter of 2025 from 31.8% during the first quarter of 2024. The reduction in gross margin is the result of revenue decreasing by a higher percentage than cost of goods sold. The Company experienced a significant reduction in inventory levels, with a decrease of approximately $1.4 million compared to December 31, 2024. This reduction was primarily driven by supply chain pauses from our cash flow constraints. As a result, there was insufficient new inventory to absorb the Company’s standard overhead allocation, which is typically applied to inventory production. This led to unabsorbed overhead costs being recognized as an expense in the period, directly impacting cost of goods sold.
The increase in unabsorbed overhead reflects the temporary misalignment between production levels and fixed overhead costs, which are generally allocated to inventory under our standard costing methodology. Management is actively evaluating strategies to optimize inventory levels and production schedules to mitigate similar impacts in future periods.
Net loss increased from $(1.9) million in the first quarter of 2024 to $(2.8) million in the first quarter of 2025. The increase in net loss was mainly due to the decrease in revenues and decrease in gross margin.
In November 2024, we announced that our board of directors had formed a Special Transaction Committee (the “Special Transaction Committee”) to conduct a comprehensive review of strategic alternatives focused on maximizing shareholder value, including but not limited to, equity or debt financing alternatives, merger and acquisition transactions, divestiture of assets, licensing opportunities, joint ventures, collaborations or other partnerships with other companies, or a spin-off of the Company’s current business and operations to its current stockholders (each, a “Strategic Transaction”). We may be unable to complete a strategic transaction within a reasonable timeframe, on attractive terms or at all, and market conditions, including the historical volatility in our common stock will likely limit our ability to raise capital on favorable terms, or at all, and the terms of any public or private offerings of debt or equity securities likely would be significantly dilutive to existing stockholders. There is no set timetable for the overall process given the anticipated timelines for different strategic alternatives may vary, and there can be no assurance that this process will result in us pursuing a transaction or that any transaction, if pursued, will be completed on attractive terms or at all. Given these challenges, if we are unable to complete a strategic transaction, we may not be able to continue to execute our business plan to be able to continue as a going concern.
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We will need to complete one or more strategic transactions or raise additional working capital to continue our normal and planned operations. We will need to generate and sustain significant revenue levels in future periods in order to become profitable, and, even if we do, we may not be able to maintain or increase our level of profitability. In addition, as a public company, we will incur accounting, legal and other expenses. These expenditures will make it necessary for us to continue to raise additional working capital. Our efforts to grow our business may be costlier than we expect, and we may not be able to generate sufficient revenue to offset our increased operating expenses. We may incur significant losses in the future for a number of reasons, including unforeseen expenses, difficulties, complications and delays and other unknown events. Accordingly, substantial doubt exists about our ability to continue as a going concern and we cannot assure you that we will achieve sustainable operating profits as we continue to expand our business and otherwise implement our growth initiatives. 
The financial statements included with this quarterly report on Form 10-Q have been prepared on a going concern basis. We may not be able to generate profitable operations in the future and/or obtain the necessary financing to meet our obligations and pay liabilities arising from normal business operations when they come due. The outcome of these matters cannot be predicted with any certainty at this time. These factors raise substantial doubt that we will be able to continue as a going concern. We plan to continue to provide for our capital needs through sales of our securities and/or one or more strategic transactions, however there can be no assurance that we will be successful in completing any such transactions on attractive terms or at all. Our financial statements do not include any adjustments to the amounts and classification of assets and liabilities that may be necessary should we be unable to continue as a going concern
Industry conditions
We operate in a very dynamic and highly competitive industry which is dominated on the one hand by a few players with respect to certain products like traditional video conferencing appliances while on the other hand influenced heavily by a fragmented reseller market consisting of numerous regional and local players. The industry is also characterized by venture capitalist-funded start-ups and private companies willing to fund cumulative cash losses in order to gain market share and achieve certain non-financial goals. It has become increasingly important to have higher interoperability with other products in the audio-visual market as well as certifications from leading video conferencing service providers like Microsoft and Zoom. 
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Economic conditions, challenges and risks
 
The audio-visual products market is characterized by intense competition and rapidly evolving technology. Our competitors vary within each product category. Our installed professional audio-conferencing products, which is our flagship product category, continue to be ahead of the competition despite the reduction in revenues. Our strength in this space is largely due to our fully integrated suite of products consisting of DSP wide range of professional microphone products and video collaboration products. Despite our strong leadership position in the installed professional audio-conferencing market, we face challenges to revenue growth due to the lack of component availability to build our products in 2023 driving growth to competitors, pricing pressures from new competitors attracted to the commercial market due to higher margins, and the lack of certifications from Microsoft. Notably, the Microsoft Teams device certification program is closed to new meeting room devices and solutions. Although we have requested admission into this certification program on multiple occasions ClearOne has been denied admission by Microsoft so far.

Our video products and beamforming microphone arrays, especially highly advanced BMA 360 and BMA-CT are critical to our long-term growth. We face intense competition in this market from well-established market leaders as well as emerging players rich with marketing funds. We expect our strategy of making our products more interoperable with other audio-visual products, continuing to improve the quality of our high-end audio-conferencing products and microphones, and offering a wide range of innovative professional cameras will generate growth in the near future. 
 
We derive a significant portion of our revenue (approximately 58.5% in the first three months of 2025) from operations outside North and South America and expect this trend to continue in the future. Most of our revenue from outside the U.S. is billed in U.S. dollars and is not exposed to any significant currency risk. However, we are exposed to foreign exchange risk if the U.S. dollar is strong against other currencies as it will make U.S. Dollar denominated prices of our products less competitive.

Recent and proposed increases in U.S. tariffs on imports from China and Singapore may materially impact our operations, cost structure, and financial performance. As of May 2025, tariffs on Chinese goods have risen to 145%, with China imposing retaliatory tariffs of 125% on U.S. exports. Singapore faces a 10% baseline tariff under the U.S. reciprocal tariff regime, unaffected by a 90-day pause on tariffs for other countries, though potential retaliatory measures remain a risk due to the U.S.-Singapore Free Trade Agreement.
 
These tariffs could increase the cost of goods sourced from these countries, disrupt supply chains, and elevate operating expenses. For example, a portion of our cameras and wireless products is imported from China, and higher tariffs may lead to increased procurement costs or necessitate sourcing from alternative markets, potentially at higher prices or with logistical challenges. In Singapore, which serves as a key hub for the majority of our product lines, tariff-related uncertainties may impact trade flows and regional operations.
 
Additionally, retaliatory tariffs or trade restrictions from China and Singapore could affect our ability to export goods to these markets, potentially reducing revenue from international sales. The broader economic implications, including potential inflation and reduced consumer demand, may further impact our financial condition. 

Deferred Product Revenue
 
Deferred product revenue decreased to $12 thousand on March 31, 2025 compared to $17 thousand on December 31, 2024.
 
A detailed discussion of our results of operations follows below.
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Results of Operations for the three months ended March 31, 2025
 
The following table sets forth certain items from our unaudited condensed consolidated statements of operations for the three months ended March 31, 2025 (“2025-Q1”) and 2024 ("2024-Q1"), respectively, together with the percentage of total revenue which each such item represents:


	 
	 
	Three months ended March 31,
	

	(dollars in thousands)
	
	2025
	 
	 
	2024
	 
	 
	Change Favorable (Adverse) in %
	

	Revenue 
	 
	$
	2,313
	 
	 
	$
	3,622
	 
	 
	 
	(36
	)

	Cost of goods sold 
	 
	 
	2,192
	 
	 
	 
	2,471
	 
	 
	 
	11
	

	Gross profit 
	 
	 
	121
	
	 
	
	1,151
	 
	 
	 
	(89
	)

	Sales and marketing  
	 
	 
	1,116
	 
	 
	 
	1,312
	 
	 
	 
	15
	

	Research and product development 
	 
	 
	691
	 
	 
	 
	894
	 
	 
	 
	23
	

	General and administrative 
	 
	 
	1,160
	 
	 
	 
	1,023
	 
	 
	 
	(13
	)

	Total operating expenses  
	 
	 
	2,967
	 
	 
	 
	3,229
	 
	 
	
	8
	

	Operating loss 
	 
	 
	(2,846
	)
	 
	 
	(2,078
	)
	 
	 
	(37
	)

	Other income (expense), net 
	 
	 
	12
	
	 
	 
	178
	
	 
	 
	(93
	)

	Loss before income taxes 
	 
	 
	(2,834
	)
	 
	 
	(1,900
	)
	 
	 
	(49
	)

	Provision (benefit) for income taxes 
	 
	 
	—
	
	 
	 
	(2
	)
	 
	 
	100
	

	Net loss 
	 
	$
	(2,834
	)
	 
	$
	(1,898
	)
	 
	 
	(49
	)




 
Revenue
 
Our revenue decreased to $2.3 million in 2025-Q1 compared to $3.6 million in 2024-Q1 due to a 37% decline in audio conferencing, a 54% decline in video products, and a 29% decrease in microphones. Our traditional ceiling mics, personal audio-conferencing products, and video cameras suffered revenue declines due to lack of product availability and the transition of business from one major customer in the Middle East to another one. When comparing 2025-Q1 to 2024-Q1, all sales regions suffered revenue loss. Revenues from Americas declined by 12%, from Europe and Africa by 69%, and from Asia Pacific (including Middle East, India and Australia) by 41%.

Costs of Goods Sold and Gross Profit  
 
Cost of goods sold includes expenses associated with finished goods purchased from outsourced manufacturers, the repackaging of our products, our manufacturing and operations organization, property and equipment depreciation, warranty expense, freight expense, royalty payments, and the allocation of overhead expenses.

Our gross profit margin decreased from 31.8% during 2024-Q1 to 5.2% during 2025-Q1.

The reduction in gross margin is the result of revenue decreasing by a higher percentage than cost of goods sold.  The Company experienced a significant reduction in inventory levels, with a decrease of approximately $1.4 million compared to December 31, 2024. This reduction was primarily driven by supply chain pauses from our cash flow constraints. As a result, there was insufficient new inventory to absorb the Company’s standard overhead allocation, which is typically applied to inventory production. This led to unabsorbed overhead costs being recognized as an expense in the period, directly impacting cost of goods sold. 
 
The increase in unabsorbed overhead reflects the temporary misalignment between production levels and fixed overhead costs, which are generally allocated to inventory under our standard costing methodology. Management is actively evaluating strategies to optimize inventory levels and production schedules to mitigate similar impacts in future periods.
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Our profitability in the near term continues to depend significantly on our revenues from professionally installed audio-conferencing products. We hold long-term inventory and if we are unable to sell our long-term inventory, our profitability might be affected by inventory write-offs and price mark-downs. Our long-term inventory consists primarily of three product categories. These categories are as follows: Converge Pro and Beamforming microphone array products, cameras, and raw materials that will be used primarily for manufacturing professional audio-conferencing products and BMA microphones. Any business changes that are adverse to these product lines could potentially impact our ability to sell our long-term inventory in addition to our current inventory. 
 
Operating Expenses
 
Operating expenses include sales and marketing (“S&M”) expenses, research and product development (“R&D”) expenses and general and administrative (“G&A”) expenses. Total operating expenses in 2025-Q1 were $3.0 million compared to $3.2 million in 2024-Q1. The following contains a more detailed discussion of expenses related to sales and marketing, research and product development, general and administrative, and other items. 
Sales and Marketing - S&M expenses include selling, customer service, and marketing expenses such as employee-related costs, allocations of overhead expenses, trade shows, and other advertising and selling expenses.
 
S&M expenses were lower in 2025-Q1, $1.1 million compared to $1.3 million in 2024-Q1, because of decreasing commissions on fewer sales.  

Research and Product Development - R&D expenses include research and development, product line management, engineering services, and test and application expenses, including employee-related costs, outside services, expensed materials, depreciation, and an allocation of overhead expenses.
 
R&D expenses were lower in 2025-Q1, $0.7 million compared to $0.9 million in 2024-Q1. The reduction was primarily due to a reduction in personnel.
  
General and Administrative - G&A expenses include employee-related costs, professional service fees, allocations of overhead expenses, litigation costs, and corporate administrative costs, including costs related to finance and human resources teams.
 
G&A expenses increased to $1.2 million in 2025-Q1 compared to $1.0 million in 2024-Q1. The increase was primarily due to an increase in legal and regulatory expenses related to the exploration of strategic alternatives.
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Other income (expense), net
 
Other income (expense), net includes interest income, foreign currency changes and gain or loss on disposal of assets. Other income for 2025-Q1 included $0.0 million of interest income received on marketable securities compared to $0.2 million in 2024-Q1

Provision for income taxes
 
During each of the three months ended March 31, 2025 and 2024, we did not recognize any benefit from the losses incurred due to setting up a full valuation allowance.
 
LIQUIDITY AND CAPITAL RESOURCES
 
As of March 31, 2025, our cash and cash equivalents were approximately $0.9 million compared to $1.4 million as of December 31, 2024. Our working capital was $13.5 million and $15.2 million as of March 31, 2025 and December 31, 2024, respectively. 
 
Cash used in operating activities was approximately $1.4 million in the three months ended March 31, 2025, a decrease of approximately $1.8 million from $0.4 million of cash provided by operating activities in the three months ended March 31, 2024. The decrease in cash inflow was primarily due to the net loss partially offset by the reduction in inventory purchases. 

Cash used in investing activities in the three months ended March 31, 2025 was $(0.0) million compared to $0.3 million of cash provided by investing activities in the three months ended March 31, 2024. The decrease in cash provided by investing activities was primarily due to no proceeds from sale of marketable securities and no offset by purchases of marketable securities in the three months ended March 31, 2025 compared to $2.3 million and $(1.9) million respectively for the three months ended March 31, 2024.

Cash provided by financing activities in the three months ended March 31, 2025 was $1.0 million compared to $0.0 million of cash provided by financing activities in the three months ended March 31, 2024. The 2025 amount was comprised primarily of a stock sale.

These and other conditions raise substantial doubt about continuing as a going concern. We will need to complete one or more strategic transactions or raise additional working capital to continue our normal and planned operations. We will need to generate and sustain significant revenue levels in future periods to become profitable, and, even if we do, we may not be able to maintain or increase our level of profitability. In addition, as a public company, we will incur accounting, legal and other expenses. These expenditures will make it necessary for us to continue to raise additional working capital. Our efforts to grow our business may be costlier than we expect, and we may not be able to generate sufficient revenue to offset our increased operating expenses. We may incur significant losses in the future for a number of reasons, including unforeseen expenses, difficulties, complications and delays and other unknown events. Accordingly, substantial doubt exists about our ability to continue as a going concern and we cannot assure you that we will achieve sustainable operating profits as we continue to expand our business and otherwise implement our growth initiatives. In February 2025, the Company raised $1,000 in a private placement transaction. We may be unable to complete a strategic transaction within a reasonable timeframe, on attractive terms or at all, and market conditions, including the historical volatility in our common stock will likely limit our ability to raise capital on favorable terms, or at all, and the terms of any public or private offerings of debt or equity securities likely would be significantly dilutive to existing stockholders. There is no set timetable for the overall process given the anticipated timelines for different strategic alternatives may vary, and there can be no assurance that this process will result in us pursuing a transaction or that any transaction, if pursued, will be completed on attractive terms or at all.  The Company’s ability to continue as a going concern is dependent on the outcome of these uncertainties.
 
As a result, management has concluded that substantial doubt exists about the Company’s ability to continue as a going concern for 12 months from the date these consolidated financial statements are issued. The consolidated financial statements as of March 31, 2025 have been prepared under the assumption that the Company will continue as a going concern for the next 12 months after these financial statements are issued, and that contemplates the realization of assets and satisfaction of liabilities and commitments in the normal course of business. These Consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.

As of March 31, 2025, we had open purchase orders of approximately $4.2 million, mostly for the purchase of inventory.
 
As of March 31, 2025, we had inventory totaling $14.8 million, of which non-current inventory accounted for $4.9 million. This compares to total inventories of $16.1 million, which includes non-current inventory of $4.9 million as of December 31, 2024.
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Contractual Obligations and Commitments
 
The following table summarizes our contractual obligations as of March 31, 2025 (in millions):
 

	  
	 
	Payment Due by Period
	 

	 
	 
	Total
	 
	 
	Less Than
1 Year
	 
	 
	1-3 Years
	 
	 
	3-5 Years
	 
	 
	More than 5
years
	 

	Operating lease obligations 
	  
	$ 
	0.7
	  
	  
	$ 
	0.2
	  
	  
	$ 
	0.5
	  
	  
	$ 
	—
	  
	  
	$ 
	—
	  

	Purchase obligations 
	  
	  
	4.2
	  
	  
	  
	4.2
	  
	  
	  
	—
	  
	  
	  
	—
	  
	  
	  
	—
	  

	Total 
	  
	$ 
	4.9
	  
	  
	$ 
	4.4
	  
	  
	$ 
	0.5
	  
	  
	$ 
	—
	  
	  
	$ 
	—
	  




  
OFF-BALANCE SHEET ARRANGEMENTS
 
We have no off-balance-sheet arrangements that have or are reasonably likely to have a current or future material effect on our financial condition, changes in financial conditions, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources, results of operations or liquidity.   

CRITICAL ACCOUNTING POLICIES AND ESTIMATES
 
Our discussion and analysis of our results of operations and financial position are based upon our unaudited condensed consolidated financial statements included under Item 1 of this Form 10-Q, which have been prepared in conformity with accounting principles generally accepted in the United States. We review the accounting policies used in reporting our financial results on a regular basis. We believe certain of our accounting policies are critical to understanding our financial position and results of operations. There have been no changes to the critical accounting policies as explained in our Annual Report on Form 10-K for the year ended December 31, 2024.
 
RECENT ACCOUNTING PRONOUNCEMENTS
 
For a discussion of recent accounting pronouncements, see Note 1: “Business Description, Basis of Presentation and Significant Accounting Policies” in the notes to our unaudited condensed consolidated financial statements included under Item 1 of this Form 10-Q.
 
ITEM 3.     QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
Not applicable.
 
ITEM 4.     CONTROLS AND PROCEDURES
 
An evaluation of the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act) as of March 31, 2025 was performed under the supervision and with the participation of our management, including our Chief Executive Officer and our Principal Financial and Accounting Officer. Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered by this Quarterly Report, our disclosure controls and procedures are effective at a reasonable assurance level as of March 31, 2025.
 
There has been no change in the Company's internal control over financial reporting as of March 31, 2025, that has materially affected, or is reasonably likely to materially affect, the Company's internal control over financial reporting. 
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Item 1. LEGAL PROCEEDINGS
 
None. 
 
Item 1A. RISK FACTORS
 
There have been no material changes from the risk factors set forth in Part I, Item 1A in our Annual Report on Form 10-K for the year ended December 31, 2024.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
 
(a) None.

(b) Not applicable.

(c) None. 

Item 3. DEFAULTS UPON SENIOR SECURITIES
 
(a) Not applicable.

(b) Not applicable.
 
Item 4. MINE SAFETY DISCLOSURES
 
Not applicable.
 
Item 5. OTHER INFORMATION 
 
(a) Not applicable.

(b) Not applicable.

(c) Not applicable.
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Item 6. EXHIBITS
 
	Exhibit No.
	 
	Title of Document

	 
	 
	 

	10.1
	
	Securities Purchase Agreement dated February 26, 2025 by and between ClearOne, Inc. and Edward D. Bagley (filed as Exhibit 10. 1 to the Company’s Current Report on Form 8-K as filed with the SEC on February 27, 2025 and incorporated herein by reference).

	
	
	

	31.1
	 
	Section 302 Certification of Chief Executive Officer (filed herewith)

	 
	 
	 

	31.2
	 
	Section 302 Certification of Principal Financial Officer (filed herewith)

	 
	 
	 

	32.1
	 
	Section 906 Certification of Chief Executive Officer (filed herewith)

	 
	 
	 

	32.2
	 
	Section 906 Certification of Principal Financial Officer (filed herewith)

	 
	 
	 

	101.INS
	 
	XBRL Instance Document (filed herewith) 

	 
	 
	 

	101.SCH
	 
	XBRL Taxonomy Extension Schema (filed herewith)

	 
	 
	 

	101.CAL
	 
	XBRL Taxonomy Extension Calculation Linkbase (filed herewith)

	 
	 
	 

	101.DEF
	 
	XBRL Taxonomy Extension Definitions Linkbase (filed herewith)

	 
	 
	 

	101.LAB
	 
	XBRL Taxonomy Extension Label Linkbase (filed herewith)

	 
	 
	 

	101.PRE
	 
	XBRL Taxonomy Extension Presentation Linkbase (filed herewith)

	
	
	

	104.1
	
	The cover page of this Quarterly Report on Form 10-Q, formatted in Inline XBRL.
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SIGNATURES
 
Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.
 
	 
	ClearOne, Inc.,
(Registrant)

	 
	 
	 

	 
	By:
	/s/ Derek L. Graham

	May 15, 2025
	 
	Derek L. Graham
Chief Executive Officer
(Principal Executive Officer)

	 
	 
	 

	 
	By:
	/s/ Simon Brewer

	May 15, 2025 
	 
	Simon Brewer
Chief Financial Officer
(Principal Accounting and Principal Financial Officer)
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[bookmark: ex322_4.htm][bookmark: ksex322_4]EXHIBIT 32.2

 
CERTIFICATION OF CHIEF FINANCIAL OFFICER
 
Pursuant to 18 U.S.C. Section 1350,
As adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
 
I, Simon Brewer, certify, to my best knowledge and belief, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of ClearOne, Inc. on Form 10-Q for the quarter ended March 31, 2025, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of ClearOne, Inc.
 
	 
	By:
	/s/ Simon Brewer

	May 15, 2025
	 
	Simon Brewer
Chief Financial Officer
(Principal Accounting and Principal Financial Officer)


 
[bookmark: ex321_3.htm][bookmark: ksex321_3]EXHIBIT 32.1

 
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
 
Pursuant to 18 U.S.C. Section 1350,
As adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
 
I, Derek L. Graham, certify, to my best knowledge and belief, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of ClearOne, Inc. on Form 10-Q for the quarter ended March 31, 2025 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of ClearOne, Inc.
 
	 
	By:
	/s/ Derek L. Graham

	May 15, 2025
	 
	Derek L. Graham
Chief Executive Officer
(Principal Executive Officer)


 

[bookmark: ex312_2.htm][bookmark: ksex312_2]EXHIBIT 31.2

 
CERTIFICATION
 
I, Simon Brewer, certify that:
 
	1.
	I have reviewed this quarterly report of ClearOne, Inc. on Form 10-Q;

	 
	 

	2.
	Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

	 
	 

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

	 
	 

	4.
	The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:


 
	 
	a)
	Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

	 
	 
	 

	 
	b)
	Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

	 
	 
	 

	 
	c)
	Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

	 
	 
	 

	 
	d)
	Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.


 
	5.
	The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):


 
	 
	a)
	All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

	 
	 
	 

	 
	b)
	Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.


 
	 
	By:
	/s/Simon Brewer

	May 15, 2025
	 
	Simon Brewer
Chief Financial Officer
(Principal Accounting and Principal Financial Officer)


 
[bookmark: ex311_1.htm][bookmark: ksex311_1]EXHIBIT 31.1

 
CERTIFICATION
 
I, Derek L. Graham, certify that:
 
	1.
	I have reviewed this quarterly report of ClearOne, Inc. on Form 10-Q;

	
	

	2.
	Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

	
	

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

	
	

	4.
	The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:


 
	 
	a)
	Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

	 
	 
	 

	 
	b)
	Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

	 
	 
	 

	 
	c)
	Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

	 
	 
	 

	 
	d)
	Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.


 
	5.
	The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):


 
	 
	a)
	All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

	 
	 
	 

	 
	b)
	Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.


 
	 
	By:
	/s/ Derek L. Graham

	May 15, 2025
	 
	Derek L. Graham
Chief Executive Officer
(Principal Executive Officer)


 
