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Item 1.01 Entry into a Material Definitive Agreement

On August 1, 2005, ClearOne Communications, Inc. (the “Company”) entered into a Manufacturing Agreement with
Inovar, Inc., a Utah-based electronics manufacturing services provider (“Inovar”), pursuant to which the Company
agreed to outsource its Salt Lake City manufacturing operations to Inovar. The agreement is for an initial term of three
years, which shall automatically be extended for successive and additional terms of one year each unless terminated
by either party upon 120 days’ advance notice at any time after the second anniversary of the agreement.

The agreement generally provides, among other things, that Inovar shall: (i) furnish the necessary personnel, material,
equipment, services and facilities to be the exclusive manufacturer of substantially all the Company’s products that
were previously manufactured at its Salt Lake City, Utah manufacturing facility, and the non-exclusive manufacturer
of a limited number of products, provided that the total cost to the Company (including price, quality, logistic cost and
terms and conditions of purchase) is competitive; (ii) provide repair service and warranty support and proto-type
services for new product introduction on terms to be agreed upon by the parties; (iii) purchase certain items of the
Company’s manufacturing equipment; (iv) lease certain other items of the Company’s manufacturing equipment and
have a one-year option to purchase such leased items; (v) have the right to lease the Company’s former manufacturing
employees from a third party employee leasing company; and (vi) purchase the Company’s parts and materials on hand
and in transit at the Company’s cost for such items with the purchase price payable on a monthly basis when and if
such parts and materials are used by Inovar. The parties also entered into a one-year sublease for approximately
12,000 square feet of manufacturing space located in the Company’s headquarters in Salt Lake City, Utah, which
sublease may be terminated by either party upon ninety days’ notice. The agreement provides that products shall be
manufactured by Inovar pursuant to purchase orders submitted by the Company at purchase prices to be agreed upon
by the parties, subject to adjustment based upon such factors as volume, long range forecasts, change orders etc. The
Company also granted Inovar a right of first refusal to manufacture new products developed by the Company at cost
to the Company (including price, quality, logistic cost and terms and conditions of purchase) that is competitive.

The foregoing summary is qualified in its entirety by reference to the Manufacturing Agreement and related
agreements.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

CLEARONE COMMUNICATIONS, INC.

Date:  August 3, By: /s! Zeynep Hakimoglu
2005
Zeynep Hakimoglu
Chief Executive Officer and President
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