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Part I -- FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

8X8, INC. 

CONDENSED CONSOLIDATED BALANCE SHEETS 
(In thousands, unaudited)

 
                                                     September 30,    March 31, 
                                                         2003          2003 
                                                     ------------  ------------ 
ASSETS                                                                          
Current assets: 
  Cash and cash equivalents ....................... $      2,380  $      3,371 
  Short-term investments...........................        1,010           208 
  Accounts receivable, net ........................        1,266         1,290 
  Inventory .......................................          198           352 
  Other current assets ............................          635           595 
                                                     ------------  ------------ 
    Total current assets ..........................        5,489         5,816 
Property and equipment, net .......................          230           841 
Intangibles and other assets ......................          103            48 
                                                     ------------  ------------ 
                                                    $      5,822  $      6,705 
                                                     ============  ============ 
 
LIABILITIES AND STOCKHOLDERS' EQUITY                                            
Current liabilities: 
  Accounts payable ................................ $        433  $        652 
  Accrued compensation ............................          522           847 
  Accrued warranty ................................          474           477 
  Deferred revenue ................................          493           545 
  Other accrued liabilities .......................          620         1,125 
  Income taxes payable ............................          217           226 
                                                     ------------  ------------ 
    Total current liabilities .....................        2,759         3,872 
                                                     ------------  ------------ 
Commitments and contingencies (Notes 7 and 11) 
Contingently redeemable common stock...............          107           669 
 



Stockholders' equity: 
  Common stock ....................................           52            28 
  Additional paid-in capital ......................      152,343       150,827 
  Deferred compensation ...........................           (7)          (12) 
  Accumulated deficit .............................     (149,432)     (148,679) 
                                                     ------------  ------------ 
    Total stockholders' equity ....................        2,956         2,164 
                                                     ------------  ------------ 
                                                    $      5,822  $      6,705 
                                                     ============  ============ 
 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements. 

8X8, INC. 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
(In thousands, except per share amounts) 

(Unaudited)

 
 
                                                  Three Months Ended    Six Months Ended 
                                                   September 30,         September 30, 
                                                --------------------  -------------------- 
                                                   2003       2002       2003       2002 
                                                ---------  ---------  ---------  ---------   
Product revenues ............................. $     750  $   1,301  $   1,611  $   2,675 
License and other revenues ...................     1,676      1,141      2,438      3,035 
                                                ---------  ---------  ---------  --------- 
   Total revenues ............................     2,426      2,442      4,049      5,710 
                                                ---------  ---------  ---------  --------- 
 
Cost of product revenues .....................       544        702        907      1,307 
Cost of license and other revenues ...........       108        280        499        536 
                                                ---------  ---------  ---------  --------- 
   Total cost of revenues ....................       652        982      1,406      1,843 
                                                ---------  ---------  ---------  --------- 
Gross profit .................................     1,774      1,460      2,643      3,867 
                                                ---------  ---------  ---------  --------- 
Operating expenses: 
  Research and development ...................       656      2,078      1,700      4,470 
  Selling, general and administrative ........     1,229      1,852      2,495      4,035 
                                                ---------  ---------  ---------  --------- 
   Total operating expenses ..................     1,885      3,930      4,195      8,505 
                                                ---------  ---------  ---------  --------- 
Loss from operations .........................      (111)    (2,470)    (1,552)    (4,638) 
Other income, net ............................       858        511        799        554 
                                                ---------  ---------  ---------  --------- 
Net income (loss)............................. $     747  $  (1,959) $    (753) $  (4,084) 
                                                =========  =========  =========  ========= 
 
Basic net income (loss) per share............. $    0.02  $   (0.07) $   (0.03) $   (0.14) 
                                                =========  =========  =========  ========= 
 
Diluted net income (loss) per share........... $    0.02  $   (0.07) $   (0.03) $   (0.14) 
                                                =========  =========  =========  ========= 
 
Shares used in basic share computation........    30,069     28,387     30,054     28,316 
                                                =========  =========  =========  ========= 
 
Shares used in diluted share computation......    31,213     28,387     30,054     28,316 
                                                =========  =========  =========  ========= 
 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements. 

8X8, INC. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In thousands, unaudited)

 
 
                                                                      Six Months Ended 
                                                                        September 30, 
                                                                   ---------------------- 
                                                                       2003        2002 
                                                                   ----------  ---------- 
Cash flows from operating activities: 
Net loss ........................................................ $     (753) $   (4,084) 
Adjustments to reconcile net loss to net cash 
   used in operating activities: 
       Gain on sale of business .................................       (790)         -- 
       Depreciation and amortization ............................        469         959 
       Other ....................................................        (45)         98 
      Changes in assets and liabilities, net of business sold....        (55)       (949) 



                                                                   ----------  ---------- 
      Net cash used in operating activities .....................     (1,174)     (3,976) 
                                                                   ----------  ---------- 
Cash flows from investing activities: 
   Purchases of property and equipment ..........................        (13)        (84) 
   Proceeds from sale of equipment ..............................         20          31 
   Short term investments -- trading activity, net...............       (802)        (77) 
                                                                   ----------  ---------- 
      Net cash used in investing activities .....................       (795)       (130) 
                                                                   ----------  ---------- 
Cash flows from financing activities: 
   Proceeds from issuance of common stock, net of issuance costs         978          89 
                                                                   ----------  ---------- 
       Net cash provided by financing activities ................        978          89 
                                                                   ----------  ---------- 
Net decrease in cash and cash equivalents .......................       (991)     (4,017) 
Cash and cash equivalents at the beginning of the period ........      3,371      12,422 
                                                                   ----------  ---------- 
Cash and cash equivalents at the end of the period .............. $    2,380  $    8,405 
                                                                   ==========  ========== 
 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements. 

8x8, Inc. 

NOTES TO UNAUDITED CONDENSED CONSOLIDATED 
FINANCIAL STATEMENTS

1. DESCRIPTION OF THE BUSINESS

THE COMPANY

8x8, Inc., or 8x8, and its subsidiaries (collectively, the Company) develop and market communication technology for internet protocol or, IP, telephony and video
applications. The Company was incorporated in California in February 1987, and in December 1996 was reincorporated in Delaware. In August 2000, the
Company changed its name from 8x8, Inc. to Netergy Networks, Inc. The Company changed its name back to 8x8, Inc. in July 2001. During the fiscal year ended
March 31, 2001, 8x8 formed two subsidiaries, Netergy Microelectronics, Inc. (Netergy) and Centile, Inc. (Centile) and reorganized its operations more clearly
along its three product lines.

Within the parent company, 8x8 offers the Packet8 voice and video communications service (Packet8) that enables broadband internet users to add digital
voice and video communications services to their high-speed internet connection. In addition, 8x8 offers videophones for use on both traditional telephony
networks and in conjunction with Packet8;

Netergy provides voice and video semiconductors and related communication software to original equipment manufacturers (OEMs) of telephones,
terminal adapters, and other edge devices and to other semiconductor companies. Netergy's technologies are used to make IP telephones and to voice-
enable cable and digital subscriber line modems, wireless devices, and other broadband technologies, including the voice and video endpoints that are
currently used by Packet8; and

Centile develops and markets hosted iPBX solutions that allow service providers to offer to small and medium-sized businesses over broadband networks
the features and functions that a user commonly expects to find in a typical business phone system. A hosted iPBX solution is a software application that
implements the functionality of a business phone system over the same data connection that a business uses for connection to the internet. The phone
system software runs on servers that are located at a central data center so that the only phone system equipment that is required at the customer site are
telephones. The phone system can also be accessed and controlled from any web browser on the Internet.

LIQUIDITY

The possibility that the Company will not be able to meet its obligations as and when they become due over the next twelve months raises substantial doubt about
the Company's ability to continue as a going concern. Accordingly, the Company has been pursuing, and will continue to pursue, among other things, the
implementation of certain cost reduction strategies and the licensing or sale of its technologies or projects. Additionally, the Company plans to seek additional
financing and evaluate financing alternatives during the next twelve months in order to meet its cash requirements for the next twelve months. The Company has
sustained net losses and negative cash flows from operations since fiscal 1999 that have been funded primarily through the issuance of equity securities and
borrowings. Management expects to experience negative cash flows for the foreseeable future and such losses may be substantial. There is no assurance that the
Company will be able to obtain financing on terms favorable to the Company, or at all. If the Company issues additional equity or convertible debt securities to
raise funds, the ownership percentage of the Company's existing stockholders would be reduced and they may experience significant dilution. Failure to increase
revenues, to manage net operating expenses and to raise additional financing through public or private equity financing or other sources of financing may result in
the Company not achieving its longer term business objectives. The consolidated financial statements do not include any adjustments that might result from the
outcome of this uncertainty.

In connection with efforts to improve its liquidity, in June 2003 Netergy entered into an agreement whereby it would license certain technology and sell certain
assets and technology related to its next-generation video compression semiconductor product to a customer for cash. The closing of this transaction is subject to
certain conditions beyond the Company's control, including the buyer and STM Microelectronics NV (STM) entering into a license for a portion of the
technology on which the semiconductor is based. The Company had previously licensed the technology from STM, and that license was not assignable. There can
be no assurance that the transaction will close. Even if the transaction closes, additional cash resources may be necessary for the Company to sustain its
operations.

2. BASIS OF PRESENTATION



The accompanying interim condensed consolidated financial statements are unaudited and have been prepared on substantially the same basis as our annual
financial statements for the fiscal year ended March 31, 2003. In the opinion of management, these financial statements reflect all adjustments (consisting only of
normal recurring accruals) considered necessary for a fair presentation of our financial position, results of operations and cash flows for the periods presented.
The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements
and the reported amounts of revenues and expenses during the reporting periods. Actual results could differ from these estimates.

These financial statements should be read in conjunction with the Company's audited consolidated financial statements for the year ended March 31, 2003 and
notes thereto included in the Company's fiscal 2003 Annual Report on Form 10-K. Certain prior period balances have been reclassified to conform to the current
period presentation.

The results of operations and cash flows for the interim periods included in these financial statements are not necessarily indicative of the results to be expected
for any future period or the entire fiscal year.

Accounting for Stock-Based Compensation

The Company accounts for employee stock-based compensation in accordance with Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued
to Employees" (APB Opinion No. 25) and related interpretations thereof. As required under Statement of Financial Accounting Standards (SFAS) No. 123,
"Accounting for Stock-Based Compensation" (SFAS 123), the Company provides pro forma disclosure of net income (loss) and income (loss) per share. If the
Company had elected to recognize compensation costs based on the fair value at the date of grant of the awards, consistent with the provisions of SFAS No. 123,
net income (loss) and income (loss) per share amounts would have been as follows (in thousands, except per share amounts):

 
                                                 Three Months Ended       Six Months Ended 
                                                   September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002 
                                               ----------  ----------  ----------  ---------- 
Net income (loss), as reported............... $      747  $   (1,959) $     (753) $   (4,084) 
Add: Stock-based compensation expense 
     included in reported net income.........          2           3           4           6 
Deduct: Total stock-based compensation 
        determined pursuant to SFAS No.123...       (785)     (1,111)     (1,511)     (2,222) 
                                               ----------  ----------  ----------  ---------- 
Pro forma net income (loss).................. $      (36) $   (3,067) $   (2,260) $   (6,300) 
                                               ==========  ==========  ==========  ========== 
 
Basic net income (loss) per share: 
    As reported.............................. $     0.02  $    (0.07) $    (0.03) $    (0.14) 
    Pro forma................................ $       --  $    (0.10) $    (0.08) $    (0.21) 
 
Diluted net income (loss) per share: 
    As reported.............................. $     0.02  $    (0.07) $    (0.03) $    (0.14) 
    Pro forma................................ $       --  $    (0.10) $    (0.08) $    (0.21) 
 

3. SALE OF CENTILE EUROPE S.A.

On July 1, 2003, Centile, Inc. sold its European subsidiary, Centile Europe SA (Centile Europe), to Sunleigh Investments Ltd., now Eurotel SAS (Eurotel), for a
purchase price of 1,100,000 Euros or approximately $1,250,000. Eurotel acquired substantially all the assets and liabilities of the business, and the Company was
obligated to pay certain liabilities incurred by Centile Europe prior to the closing date, which were not material. In addition, Eurotel received a non-exclusive
license to Centile's IPBX technology, and also received exclusivity for the European market for one year subsequent to the closing date. Correspondingly, Eurotel
agreed that Centile, Inc. would have exclusivity for the North American market for the same period. Under the acquisition agreement, Eurotel was obligated to
pay the purchase price, net of amounts withheld for pre-closing obligations, in installments through December 31, 2003. The Company and Eurotel are currently
engaged in a dispute over certain adjustments that Eurotel has made to the purchase price, but neither party has commenced arbitration or litigation proceedings.
The Company recognized a gain on this transaction of $790,000 during the quarter ended September 30, 2003. In October 2003 the Company collected $460,000,
which has been reflected in the gain computation, and will recognize any additional payments if and when collected. The additional $330,000 recognized was due
to net liabilities assumed by Eurotel as part of the Centile Europe acquisition.

Revenues attributable to the operations of Centile Europe approximated $20,000 for the quarter ended June 30, 2003, and $446,000 for the year ended March 31,
2003. Operating losses attributable to the operations of Centile Europe approximated $400,000 for the quarter ended June 30, 2003, and $1.4 million for the year
ended March 31, 2003. The Company continues to operate the Centile, Inc. business in the United States.

4. PRIVATE PLACEMENT

In July 2003, the Company completed a private placement of 2,260,000 shares of common stock at $0.434 (the average closing price for the five days prior to the
sale) per share for aggregate net proceeds of $859,000. The investors also received warrants with terms of five years to purchase 2,260,000 shares at $0.60,
565,000 shares at $0.75 and 565,000 shares at $1.00. In addition, the investors were also granted certain preemptive rights that allow the investors to purchase
additional shares of common stock from the Company, in proportion to their ownership percentage, to the extent that shares of the Company's common stock are
issued in connection with financing activities.

5. SHORT-TERM INVESTMENTS

The Company's short-term investments primarily comprise publicly traded corporate equity securities. All short-term investments are held in the Company's name
and are custodied with major financial institutions. The specific identification method is used to compute the gains and losses on equity securities. At September
30, 2003, all of the Company's short-term investments were classified as trading securities. Unrealized gains and losses on these investments are included in Other
Income, net, in the condensed consolidated statements of operations.

In March 2002, 8x8's board of directors (the Board) authorized the Company to open securities trading accounts with two brokerage firms and make investments
of up to $1.0 million on behalf of 8x8, Inc. as directed by our Chairman, Joe Parkinson, Chief Executive Officer, or Chief Financial Officer. Mr. Parkinson has
agreed to personally reimburse 8x8 on a quarterly basis for any losses resulting from his trading activities in order to maintain a minimum investment account
balance of $1.0 million. The Board has been assured of Mr. Parkinson's ability to cover any such losses; however, should he be unable to do so it could have a
material impact on our cash flows and results of operations. Since the formation of these accounts in 2002, neither the Company's Chief Executive Officer nor
Chief Financial Officers have made any trades in the investment accounts as these officers had not agreed to reimburse us for any losses incurred as a result of
their trading activity. Mr. Parkinson did not have use of any of the investment account funds for his personal benefit. The funds have always been held in
investment accounts in the Company's name and all benefits belong to 8x8. The Company invests in mutual funds, money market funds, and equity and debt



securities and options of publicly traded corporations. The investment accounts are not used to trade in the Company's own stock. As part of the arrangement, the
Board has expressed its intent, but not obligation, to pay Mr. Parkinson a quarterly bonus in an amount equal to 25% of the profits attributable to investments
made on the Company's behalf by Mr. Parkinson to the extent such a bonus exceeds his salary for the corresponding period. The Company or Mr. Parkinson can
terminate this arrangement at any time, subject to the terms of an agreement between 8x8 and Mr. Parkinson. Under the arrangement, the Company is required to
return to Mr. Parkinson the amount representing the increase in value of the investment account over $1.0 million to the extent required to restore replenishment
payments made by Mr. Parkinson in prior quarters. Through March 31, 2003, Mr. Parkinson had made cumulative replenishment payments of approximately
$137,000 to offset losses incurred. As of September 30, 2003, 8x8 had made replenishment payments to Mr. Parkinson of approximately $126,000 and had a
payable of approximately $9,800 to Mr. Parkinson , which was paid in October 2003. After the Company made the $9,800 payment in October, all of the
replenishment payments made by Mr. Parkinson during fiscal 2003 had been returned to him .

6. BALANCE SHEET DETAIL

 
                                               September 30   March 31, 
                                                   2003        2003 
                                               ----------  ----------                         
Inventory (in thousands): 
   Raw materials and work-in-process ........ $      177  $      147 
   Finished goods ...........................         21         205 
                                               ----------  ---------- 
                                              $      198  $      352 
                                               ==========  ========== 
 

7. CONVERTIBLE SUBORDINATED DEBENTURES

Issuance of the Debentures

In December 1999, the Company issued $7.5 million of 4% Series A and Series B convertible subordinated debentures (the Debentures) due in December 2002.
In conjunction with the issuance of the Debentures, the lenders received warrants to purchase 531,915 8x8 common shares at $7.05 per share and 105,634 shares
at $35.50 per share (the Lender Warrants). The Company also issued warrants to the placement agent to purchase 53,191 8x8 common shares at $7.05 per share
and 10,563 shares at $35.50 per share. All of the warrants expired in December 2002.

Redemption of the Debentures and the Issuance of Contingently Redeemable Common Stock

In December 2001, the Company redeemed the Debentures for $4.5 million in cash and 1,000,000 shares of common stock. Additionally, the Company agreed to
reduce the exercise price of the Lender Warrants to $0.898 per share. This transaction resulted in an extraordinary gain of $779,000, net of the incremental fair
value of the repriced warrants, the write-off of unamortized debt discount and debt issue costs, and other costs associated with the early extinguishment of the
Debentures.

Under the terms of a registration rights agreement that the Company and the lenders entered into in connection with the issuance of the 1,000,000 shares of
common stock, the Company agreed to register the shares for resale and maintain the effectiveness of the registration statement for specified periods of time until
the shares are resold or can be resold without the registration statement (the Maintenance Requirements). The Company further agreed that if it does not comply
with the Maintenance Requirements through December 2003, it may be required to pay cash penalties and redeem all or a portion of the shares held by the lenders
at the higher of $0.898 per share or the market price of the Company's stock at the time of the redemption. The Company was in compliance with the
Maintenance Requirements at September 30, 2003 and classified the shares as contingently redeemable common stock due to the redemption rights described
above. If the Company falls out of compliance, the potential redemption value of the remaining shares held by the lenders approximates $150,000 based on the
market price of the Company's common stock at September 30, 2003. The Company will not mark the contingently redeemable common stock to the higher of
$0.898 per share or market unless it becomes probable that the Company will not be able to comply with the Maintenance Requirements.

8. NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is computed by dividing net income (loss) available to common stockholders (numerator) by the weighted average number of
vested, unrestricted common shares outstanding during the period (denominator). Net income (loss) per share was as follows (in thousands):

 
                                                 Three Months Ended       Six Months Ended 
                                                   September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002 
                                               ----------  ----------  ----------  ---------- 
Numerator: 
Net income (loss)............................ $      747  $   (1,959) $     (753) $   (4,084) 
 
Denominator: 
Common Shares                                     30,069      28,387      30,054      28,316 
                                               ----------  ----------  ----------  ---------- 
Denominator for basic calculation                 30,069      28,387      30,054      28,316 
Employee stock options                               404          --          --          -- 
Warrants                                             740          --          --          -- 
                                               ----------  ----------  ----------  ---------- 
Denominator for Diluted Calculation               31,213      28,387      30,054      28,316 
                                               ==========  ==========  ==========  ========== 
 
Net income (loss) per share: 
    Basic.................................... $     0.02  $    (0.07) $    (0.03) $    (0.14) 
    Diluted.................................. $     0.02  $    (0.07) $    (0.03) $    (0.14) 
 

Due to net losses incurred for the six month period ended September 30, 2003 and three and six month periods ended September 30, 2002, basic and diluted
shares outstanding for each of the respective periods are the same. The following equity instruments were not included in the computations of net income (loss)
per share because the effect on the calculations would be anti-dilutive (in thousands):

 
                                                 Three Months Ended       Six Months Ended 
                                                   September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002 
                                               ----------  ----------  ----------  ---------- 
Common stock options ........................      6,634       9,789       7,889       9,789 
Warrants.....................................         --         701       3,390         701 



                                               ----------  ----------  ----------  ---------- 
                                                   6,634      10,490      11,279      10,490 
                                               ==========  ==========  ==========  ========== 
 

9. COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss), as defined, includes all changes in equity (net assets) during a period from non-owner sources. The difference between net income
(loss) and comprehensive income (loss) is due primarily to unrealized gains and losses on short-term investments classified as available-for-sale and foreign
currency translation adjustments. Comprehensive income (loss) for the three months ended September 30, 2003 and 2002 approximated net income (loss) for
those periods. Comprehensive income (loss) for the six month periods ended June 30, 2003 and 2002, was as follows (in thousands):

 
                                                  Six Months Ended 
                                                  September 30, 
                                               ---------------------- 
                                                  2003        2002 
                                               ----------  ----------                         
Net income (loss), as reported............... $     (753) $   (4,084) 
Cumulative translation adjustment............         --           7 
                                               ----------  ---------- 
Comprehensive income (loss).................. $     (753) $   (4,077) 
                                               ==========  ========== 
 

10. SEGMENT REPORTING

The Company has three reportable segments: Packet8, Netergy, and Centile . Inter-segment revenues between the reportable segments were not significant during
the periods presented. Shared support service functions such as human resources, facilities management, and other infrastructure support and overhead costs are
allocated between the segments. Accounting policies are applied consistently to the segments, where applicable. The Company's reportable segments have been
determined based on the nature of the operations and products offered to customers:

The Packet8 segment represents the business activities of the parent entity, 8x8, Inc. The results for the Packet8 segment principally reflect activities
related to the Packet8 IP voice and video communications service, sale of videophones, unallocated corporate overhead expenses, and revenues and
certain costs associated with discontinued product lines.

The Netergy segment primarily reflects the activity associated with the sale and development of semiconductors, related software, and product reference
designs focused on the IP telephony and videoconferencing markets. In addition, the Netergy segment includes revenue derived from the license of video
monitoring technology to GE Interlogix, Inc. (formerly Interlogix, Inc.).

The Centile segment reflects activity associated with the development and sale of its hosted iPBX solution, as well as media hub systems.

The following table illustrates results by segment (in thousands):

 
                                                 Three Months Ended      Six Months Ended 
                                                  September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002 
                                               ----------  ----------  ----------  ---------- 
Revenues                                                                                      
Netergy...................................... $    2,158  $    2,044       3,565  $    5,098 
Centile .....................................         54         325         213         476 
Packet8 .....................................        214          73         271         136 
                                               ----------  ----------  ----------  ---------- 
   Total revenues ........................... $    2,426  $    2,442       4,049  $    5,710 
                                               ==========  ==========  ==========  ========== 
 
Gross profit (loss)                                                                           
Netergy...................................... $    1,833  $    1,140       2,572  $    3,424 
Centile .....................................         38         285         166         369 
Packet8 .....................................        (97)         35         (95)         74 
                                               ----------  ----------  ----------  ---------- 
   Total gross profit ....................... $    1,774  $    1,460       2,643  $    3,867 
                                               ==========  ==========  ==========  ========== 
 
Operating income (loss)                                                                       
Netergy...................................... $    1,289  $   (1,127)      1,393  $   (1,662) 
Centile .....................................       (326)       (508)       (863)     (1,276) 
Packet8 .....................................     (1,074)       (835)     (2,082)     (1,700) 
                                               ----------  ----------  ----------  ---------- 
  Total operating loss ...................... $     (111) $   (2,470)     (1,552) $   (4,638) 
                                               ==========  ==========  ==========  ========== 
 
Net income (loss)                                                                             
Netergy...................................... $    1,292  $   (1,119)      1,404  $   (1,569) 
Centile .....................................        463        (513)       (135)     (1,346) 
Packet8 .....................................     (1,008)       (327)     (2,022)     (1,169) 
                                               ----------  ----------  ----------  ---------- 
  Total net income (loss) ................... $      747  $   (1,959)       (753) $   (4,084) 
                                               ==========  ==========  ==========  ========== 
 

There were no significant reconciling items between the segments for the revenue, gross profit, operating loss, and net loss amounts.

11. COMMITMENTS AND CONTINGENCIES

Guaranties and Product Warranties

In the normal course of business, the Company indemnifies other parties, including customers, lessors and parties to other transactions with the Company, with
respect to certain matters. The Company has agreed to hold the other party harmless against losses arising from: i) a breach of representations or covenants or ii)
out of intellectual property infringement or other claims made against certain parties. These agreements may limit the time within which an indemnification claim
can be made and the amount of the claim. In addition, the Company has entered into indemnification agreements with its officers and directors.

It is not possible to determine the maximum potential amount of the Company's exposure under these indemnification agreements due to the limited history of
prior indemnification claims and the unique facts and circumstances involved in each particular agreement. Historically, payments made by the Company under



these agreements have not had a material impact on the Company's operating results or financial position.

The Company accrues for the estimated costs that may be incurred under its product warranties upon revenue recognition. Changes in the Company's product
warranty liability during the quarter ended September 30, 2003 were not material.

Leases

At September 30, 2003, future minimum annual lease payments under noncancelable operating leases, net of estimated sublease income, were as follows (in
thousands):

 
 
Year ending March 31: 
   Remaining 2004............................ $      158 
   2005......................................        213 
   2006......................................          2 
                                               ---------- 
Total minimum payments....................... $      373 
                                               ========== 
 

Legal Proceedings

The Company is involved in various legal claims and litigation that have arisen in the normal course of its operations. While the results of such claims and
litigation cannot be predicted with certainty, the Company currently believes that the final outcome of such matters will not have a materially significant adverse
effect on the Company's financial position or results of operations. However, should the Company not prevail in any such litigation, it could have a materially
adverse impact on the Company's operating results, cash flows and financial position.

12. RECENT ACCOUNTING PRONOUNCEMENTS

In May 2003, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting Standards No. 150 ("SFAS No. 150"), Accounting
for Certain Financial Instruments with Characteristics of both Liabilities and Equity. SFAS No. 150 establishes standards for classification and measurement of
certain financial instruments with characteristics of both liabilities and equity. It requires financial instruments within its scope be classified as a liability (or an
asset in some circumstances). Many of those financial instruments were previously classified as equity. SFAS No. 150 is effective for financial instruments
entered into or modified after May 31,2003. For financial instruments created before and still existing as of the issuance of this statement, a cumulative effect of
change in accounting principle shall be reported upon implementation in the first interim period beginning after June 15, 2003. The adoption of this standard did
not have a material impact on the Company's financial position or results of operations.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FORWARD-LOOKING STATEMENTS

This Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the Exchange Act, including our statements regarding factors that could impact our gross margins; our cost estimates under
contracts accounted for using the percentage of completion method; efforts to raise additional financing; commitment of resources, and reduction in operating
costs including the possible sale or cessation of certain business segments and the possible further reduction of personnel and suspension of salary increases and
capital expenditures. You should not place undue reliance on these forward-looking statements. Actual results could differ materially from those anticipated in
these forward-looking statements as a result of a number of factors, including our good faith assumptions being incorrect, our business expenses being greater
than anticipated due to competitive factors or unanticipated development or sales costs; revenues not resulting in the manner anticipated due to a continued slow
down in technology spending, particularly in the telecommunications market; our failure to generate investor interest or to sell certain of our assets or business
segments. The forward-looking statements may also be impacted by the additional risks faced by us as described in this Report, including those set forth under the
section entitled "Factors that May Affect Future Results." All forward-looking statements included in this Report are based on information available to us on the
date hereof, and we assume no obligation to update any such forward-looking statements.

OVERVIEW

8x8, Inc., or 8x8, and its subsidiaries (collectively, the Company or we) develop and market telecommunication technology for IP telephony and video
applications. We have three product lines: i) internet protocol telephone devices, videophones, and internet communication services; ii) voice and video
semiconductors and related software; and iii) software that implements the functionality of a private branch exchange, or PBX, over data networks.

Our first product line includes consumer telephones, videophones, and communication software and services that work over broadband networks. 8x8 sells
internet protocol telephony software and services that enable customers to provision and use voice and video communication services with IP telephones and
videophones. The service is marketed under the brand name Packet8. 8x8 also sells videophones that work over normal phone lines.

We have two primary subsidiaries, Netergy Microelectronics, Inc. (Netergy) and Centile, Inc. (Centile). Netergy provides voice and video semiconductors and
related communication software to original equipment manufacturers, or OEMs, of telephones, terminal adapters, and other endpoint communication devices and
to other semiconductor companies. Netergy's technologies are used to make IP telephones and to voice-enable cable and digital subscriber line, or DSL, modems,
wireless devices, and other broadband technologies. Centile develops and markets hosted iPBX solutions that allow service providers to offer to small and
medium-sized businesses over broadband networks the features and functions that are commonly found in a typical business phone system. A hosted iPBX
solution is a software application that implements the functionality of a business phone system over the same data connection that a business uses for connection
to the internet. The phone system software runs on servers that are located at a central data center so that the only phone system equipment that is required at the
customer site are telephones. The phone system can also be accessed and controlled from any web browser on the internet.

On a going-forward basis, we will be devoting more of our resources to the promotion of our Packet8 voice and video communications service than to our
Netergy semiconductor business and our Centile iPBX business. The Netergy semiconductor business has not provided sufficient revenues to operate profitably,
and we have completed the end-of-life of our videoconferencing semiconductor products during the quarter ended June 30, 2003. During the first and second
quarters of fiscal 2004, we also entered into agreements that will further reduce the VoIP operations of Netergy through the proposed license by Netergy and sale
of certain assets relating to its VIP-1 semiconductor development effort to a customer and Netergy's non-exclusive license of its VoIP semiconductor and software
technology to another customer. In addition, in July 2003, Centile sold its European subsidiary, Centile Europe S.A. and licensed, on a non-exclusive basis, its
iPBX technology to the purchaser. During fiscal 2003 and 2002, Netergy's revenues represented approximately 88% and 91%, respectively, of consolidated
revenues, and Centile's revenues represented approximately 8% and 2%, respectively, of consolidated revenues. Netergy and Centile are continuing operations



and will continue to generate revenue in the future, although we expect the amounts to decrease, both on an absolute basis and as percentage of consolidated
revenues.

RESULTS OF OPERATIONS

The following table sets forth condensed consolidated statements of operations data for the three and six month periods ended September 30, 2003 and 2002,
respectively, expressed as a percentage of our total revenues represented by each item. Cost of product revenues is presented as a percentage of product revenues
and cost of license and other revenues is presented as a percentage of license and other revenues.

 
                                                  Three Months Ended    Six Months Ended 
                                                   September 30,         September 30, 
                                                --------------------  -------------------- 
                                                     2003      2002        2003      2002 
                                                ---------  ---------  ---------  --------- 
 
Product revenues .............................        31 %       53 %       40 %       47 % 
License and other revenues ...................        69 %       47 %       60 %       53 % 
                                                ---------  ---------  ---------  --------- 
   Total revenues ............................       100 %      100 %      100 %      100 % 
                                                ---------  ---------  ---------  --------- 
 
Cost of product revenues .....................        73 %       54 %       56 %       49 % 
Cost of license and other revenues ...........         6 %       25 %       20 %       18 % 
                                                ---------  ---------  ---------  --------- 
   Total cost of revenues ....................        27 %       40 %       35 %       32 % 
                                                ---------  ---------  ---------  --------- 
Gross profit .................................        73 %       60 %       65 %       68 % 
                                                ---------  ---------  ---------  --------- 
Operating expenses: 
  Research and development ...................        27 %       85 %       41 %       78 % 
  Selling, general and administrative ........        51 %       76 %       62 %       71 % 
                                                ---------  ---------  ---------  --------- 
   Total operating expenses ..................        78 %      161 %      103 %      149 % 
                                                ---------  ---------  ---------  --------- 
Loss from operations .........................        (5)%     (101)%      (38)%      (81)% 
Other income (expense), net ..................        35 %       21 %       20 %       10 % 
                                                ---------  ---------  ---------  --------- 
Net income (loss).............................        30 %      (80)%      (18)%      (71)% 
                                                =========  =========  =========  ========= 
 

The following discussion should be read in conjunction with our condensed consolidated financial statements and the notes thereto:

Revenues

Product revenues were $750,000 in the second quarter of fiscal 2004, a decrease of approximately $550,000 from the $1.3 million reported in the second quarter
of fiscal 2003. Product revenues were $1.6 million for the six months ended September 30, 2003, a decrease of approximately $1.1 million from the $2.7 million
for the six months ended September 30, 2002. The decreases in the three and six month periods ended September 30, 2003 as compared to the corresponding
periods in the prior year was due primarily to a decline in sales of our videoconferencing semiconductors due to the end of life of those products and completion
of final shipments of such products in the quarter ended June 30, 2003. We also experienced decreases in average selling prices (ASPs) and unit shipments of our
IP telephony semiconductors.

Due to reduced demand and difficulties in ensuring supply, in July 2002, we announced the end of life of our existing videoconferencing semiconductor products,
including VCP, VCPex, and LVP, that have historically generated substantially all of our videoconferencing semiconductor product revenues. We fulfilled all
anticipated last time buy orders from customers for the aforementioned products, and product shipments were completed during the quarter ended June 30, 2003.
Total videoconferencing semiconductor product revenues were zero and $520,000 for the three month and six month periods ended September 30, 2003,
respectively, and $400,000 and $1.1 million for the three and six month periods ended September 30, 2002, respectively.

License and other revenues were $1.7 million in the second quarter of fiscal 2004, an increase of $600,000 as compared to $1.1 million for the second quarter of
fiscal 2003. License and other revenues, the majority of which are considered to be non-recurring in nature, consist primarily of technology licenses and related
maintenance revenues, as well as royalties earned under such licenses, and revenue derived under contracts to perform development services. The increase of
approximately $600,000 quarter over quarter was due to the following:

A $1.4 million increase in license revenues related to Netergy's IP telephony technology, primarily attributable to a July 2003 license of the Audacity T2
and T2U semiconductor products and Veracity software to a single customer; and

A $160,000 increase in revenues attributable to 8x8's Packet8 service.

This increase was offset by:

A $429,000 decrease in license revenues associated with the sale of our video monitoring business in June 2000; all revenues associated with that
transaction were recognized as of May 31, 2003;

A decrease of approximately $285,000 in revenues recognized by Netergy under a contract to develop our next-generation video compression
semiconductor product that is accounted for using the percentage of completion method. No revenues were recognized under this contract during the first
quarter of fiscal 2004. Profit estimates on this contract are revised periodically based on changes in facts; any loss would be recognized immediately. We
have recognized $140,000 of cumulative losses to date, and changes in our cost estimates could require us to recognize additional losses in future periods
as the revenues under this contract are fixed. In connection with efforts to improve its liquidity, in June 2003 Netergy entered into an agreement whereby
it would sell certain assets and license/sell certain technology related to its next-generation video compression semiconductor product for cash. The
closing of this transaction is subject to certain conditions beyond the Company's control and there can be no assurance that the transaction will close; and

A decrease of $230,000 in license and maintenance revenues associated with Centile's hosted iPBX product.

License and other revenues were $2. 4 million for the six months ended September 30, 2003, a decrease of $600,000 from the $3 million reported for the six
months ended September 30, 2002, primarily due to the $429,000 reduction in revenues associated with the June 2000 sale of our video monitoring business.

Three customers represented more than 10% of our total revenues for the quarter ended September 30, 2003. These customers represented 55%, 11% and 11% of
our total revenues, respectively. During the same period in the prior year four customers represented greater than 10% of our total revenues. Those percentages



were 18%, 13%, 12% and 12%, respectively. Our revenue distribution by geographic region (based upon the destination of shipments) was as follows:

 
                                                 Three Months Ended        Six Months Ended 
                                                    September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002    
                                               ----------  ----------  ----------  ---------- 
   United States.............................         12%         32%         22%         41% 
   Europe....................................         74%         30%         59%         33% 
   Asia Pacific..............................         14%         38%         19%         26% 
                                               ----------  ----------  ----------  ---------- 
                                                     100%        100%        100%        100% 
                                               ==========  ==========  ==========  ========== 
 

Cost of Revenues and Gross Profit

The cost of product revenues consists of costs associated with network operations, systems, components, semiconductor wafer fabrication, system and
semiconductor assembly and testing performed by third- party vendors and direct and indirect costs associated with purchasing, scheduling and quality assurance.
Gross profit from product revenues decreased to approximately $200,000 for the second quarter of fiscal 2004 from approximately $600,000 for the quarter ended
September 30, 2002, and product gross margins decreased from 46% in the second quarter of fiscal 2003 to 27% in the second quarter of fiscal 2004. The
decrease in product gross profit is primarily due to a decrease in units and product mix, as fiscal 2004 includes significantly less high margin video semiconductor
sales. In addition, the decrease reflects the cost of DTA 310 media hubs shipped to Packet8 subscribers below cost as part of the initial sign-on program. In
addition, the Company released approximately $72,000 of inventory reserves related to its VoIP semiconductor product and Centile systems products, as the
Company sold this product during the second quarter of fiscal 2004. This reserve release was offset by an increase in 8x8 videophone reserves of approximately
$67,000 during the second quarter of fiscal 2004.

Our product gross margin is affected by a number of factors including product mix, product pricing, the percentage of direct sales and sales to resellers, and
manufacturing and component costs. The markets for our products are characterized by falling average selling prices. Average selling prices realized to date for
our IP telephony semiconductors have been lower than those historically attained for our videoconferencing semiconductor products, resulting in lower gross
margins. In the likely event that we encounter significant price competition in the markets for our products, we could be at a significant disadvantage compared to
our competitors, many of whom have substantially greater resources, and therefore may be better able to withstand an extended period of downward pricing
pressure. To respond to competitive pricing pressures, we may be required to introduce differentiated products and continue to reduce costs as a means of
maintaining or improving our margins. We may not be successful in our development efforts or product cost reduction measures and may face continued erosion
of margins.

Gross profit from license and other revenues, which were largely nonrecurring, was approximately $1.6 million and $900,000 in the second quarters of fiscal
2004 and 2003, respectively. Associated gross margins were 94% and 75% in the second quarters of fiscal 2004 and fiscal 2003, respectively. The increase in
gross margin from fiscal 2003 to fiscal 2004 was due primarily to a reduction in costs incurred to perform development services under revenue generating
contracts that were included in the Cost of License and Other Revenues line item in the condensed consolidated statements of operations. Gross margins
associated with license and other revenues may be adversely impacted in the future if revenues derived from our existing contract to perform non- recurring
engineering services associated with the development of our next- generation video compression semiconductor product increase as a percentage of total license
and other revenues or if a change in our cost estimates requires us to recognize additional losses on this contract, as the revenues under this contract are fixed. We
recognized cumulative losses on this contract through June 30, 2003 of approximately $140,000. As discussed elsewhere in this report, Netergy has entered into
an agreement with the customer for this contract whereby it would sell certain assets and license/sell certain technology related to its next-generation video
compression semiconductor product. Upon closing of such a transaction, the contract would terminate.

Gross profit from license and other revenues decreased to $1.9 million for the first six months of fiscal 2004 from $2.5 million for the first six months of fiscal
2003, a decrease of approximately $600,000. Gross margins were 80% and 82% for the first six months of fiscal 2004 and 2003, respectively. The decrease in
gross profit and gross margin was primarily attributable to a decrease in royalty revenues received that was related to the final $750,000 payment received from a
single customer of our MPEG video compression technology in the first quarter of fiscal 2002.

Research and Development Expenses

Research and development expenses consist primarily of personnel, system prototype design and fabrication, mask, prototype wafer and equipment costs
necessary for us to conduct our development efforts. Research and development costs, including software development costs, are expensed as incurred. Research
and development expenses decreased by approximately $1.4 million in the second quarter of fiscal 2004 as compared to the second quarter of fiscal 2003, and
decreased by approximately $2.8 million for the first six months of fiscal 2004 as compared to the first six months of fiscal 2003. The significant decrease in
research and development expenses for the three and six month periods ended September 30, 2003 as compared to the comparable periods in the prior year was
due to the following:

The shift in engineering resources from research and development functions to revenue generating contracts; these costs were zero and $248,000 for the
quarters ended September 30, 2003 and 2002, respectively, and $360,000 and $480,000 for the six months ended September 30, 2003 and 2002,
respectively, and were included in cost of license and other revenue;

Lower compensation costs due to a reduction in research and development personnel as compared to the comparable prior year periods;

The closure of Netergy's office in the United Kingdom in the fourth quarter of fiscal 2003;

The sale of Centile Europe SA on July 1, 2003;

Lower depreciation expense due to the end of decpreciable life of assets; and

Our overall efforts to reduce discretionary operating costs.

 

Selling, General and Administrative Expenses

Selling, general and administrative expenses consist primarily of personnel and related overhead costs for sales, marketing, finance, human resources and general
management. Such costs also include sales commissions, trade show, advertising and other marketing and promotional expenses. Selling, general and
administrative expenses decreased by $623,000 in the second quarter of fiscal 2004 as compared to the same period in the prior year, and decreased by



approximately $1.5 million for the six months ended September 30, 2003 as compared to the six months ended September 30, 2002. The decrease in selling,
general and administrative expenses for the first quarter of fiscal 2004 was primarily attributable to:

Lower compensation costs due to a reduction in sales, marketing and administrative personnel; and

Lower financial reporting, legal, public relations, consulting, and recruiting expenditures resulting from our efforts to reduce discretionary operating costs.

The significant cost reductions were slightly offset by an increase in various sales and marketing expenses associated with our Packet8 voice and video
communications service that was launched in November 2002.

Other Income, Net

Other income, net was $858,000 and $511,000 for the three month periods ended September 30, 2003 and 2002, respectively. The $347,000 increase in other
income was primarily due to the recognition of a $790,000 gain on the sale of Centile Europe and a $23,000 unrealized gain on trading securities. These increases
were offset by a $496,000 decrease in other income attributable to our former Canadian operations, primarily related to the collection of refundable tax credits in
fiscal 2003, and decreases in interest income due to our lower average cash balances.

For the six month periods ended September 30, 2003 and 2002, other income, net was $799,000 and $554,000, respectively. The increase of $245,000 was
primarily attributable to the reasons discussed above, offset by an increase in foreign exchange losses related to our international subsidiaries.

Provision for Income Taxes

There were no tax provisions recorded during the three and six month periods ended September 30, 2003 and 2002, due to year to date net losses incurred. In
addition, no tax benefit has been recorded for any period presented, as we believe that, based on the history of our operating losses and other factors, the weight of
available evidence indicates that it is more likely than not that we will not be able to realize the benefit of our net operating losses, and thus a full valuation
reserve has been recorded against our deferred tax assets.

Related Party Transactions

During the fourth quarter of fiscal 2000, the Company sold 3.7 million shares of its common stock to STMicroelectronics NV at a purchase price of $7.50 per
share and received net proceeds of $27.7 million. In June 2002, STMicroelectronics NV and subsidiaries (STM), an affiliate of the Company, acquired Alcatel
Microelectronics NV (AME). AME, now a wholly owned subsidiary of STM, was a customer of Netergy and supplier of semiconductors. The Company now
purchases semiconductors from STM. During the first six months of fiscal 2004, we purchased semiconductors from a subsidiary of STM, and such purchases
approximated $39,000. In addition, during fiscal 2003 we contracted with a subsidiary of STM for non-recurring engineering services related to the development
of our new semiconductor product. As of September 30, 2003, we had recorded liabilities to STM of approximately $88,000 for semiconductor purchase
commitments.

In March 2002, the Board authorized us to open securities trading accounts with two brokerage firms and make investments of up to $1.0 million on behalf of
8x8, Inc. as directed by our Chairman, Joe Parkinson, Chief Executive Officer, or Chief Financial Officer. Mr. Parkinson has agreed to personally reimburse 8x8
on a quarterly basis for any losses resulting from his trading activities in order to maintain a minimum investment account balance of $1.0 million. The Board has
been assured of Mr. Parkinson's ability to cover any such losses; however, should he be unable to do so it could have a material impact on our cash flows and
results of operations. Since the formation of these accounts in 2002, neither our chief executive officer nor chief financial officers have made any trades in the
investment accounts as these officers had not agreed to reimburse us for any losses incurred as a result of their trading activity. Mr. Parkinson did not have use of
any of the investment account funds for his personal benefit. The funds have always been held in investment accounts in our name and all benefits belong to us.
We invest in mutual funds, money market funds, and equity and debt securities and options of publicly traded corporations. The investment accounts are not used
to trade in our own stock. As part of the arrangement, our Board has expressed its intent, but not obligation, to pay Mr. Parkinson a quarterly bonus in an amount
equal to 25% of the profits attributable to investments made on our behalf by Mr. Parkinson to the extent such a bonus exceeds his salary for the corresponding
period. The Company or Mr. Parkinson can terminate this arrangement at any time, subject to the terms of an agreement between 8x8 and Mr. Parkinson. Under
the arrangement, we are required to return to Mr. Parkinson the amount representing the increase in value of the investment account over $1.0 million to the
extent required to restore replenishment payments made by Mr. Parkinson in prior quarters. Through March 31, 2003, Mr. Parkinson had made cumulative
replenishment payments of approximately $137,000 to offset losses incurred. As of September 30, 2003we had made replenishment payments to Mr. Parkinson of
approximately $126,000 and we had a payable of approximately $9,800 to Mr. Parkinson, which was paid in October 2003. After we made the $9,800 payment in
October, all of the replenishment payments made by Mr. Parkinson during fiscal 2003 had been returned to him.

Recent Accounting Pronouncements

In May 2003, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting Standards No. 150 ("SFAS No. 150"), Accounting
for Certain Financial Instruments with Characteristics of both Liabilities and Equity. SFAS No. 150 establishes standards for classification and measurement of
certain financial instruments with characteristics of both liabilities and equity. It requires financial instruments within its scope be classified as a liability (or an
asset in some circumstances). Many of those financial instruments were previously classified as equity. SFAS No. 150 is effective for financial instruments
entered into or modified after May 31,2003. For financial instruments created before and still existing as of the issuance of this statement, a cumulative effect of
change in accounting principle shall be reported upon implementation in the first interim period beginning after June 15, 2003. The adoption of this standard did
not have a material impact on our financial position or results of operations.

Liquidity and Capital Resources

As of September 30, 2003, we had cash and cash equivalents and short-term investments approximating $3.4 million, representing a decrease of approximately
$200,000 from March 31, 2003, the end of our last fiscal year. We currently have no bank borrowing arrangements.

Cash used in operations of approximately $1.2 million for the first six months of fiscal 2004 was primarily attributable to the net loss of $753,000, adjusted for
the $790,000 gain on the sale of Centile Europe and $469,000 of depreciation and amortization, and net cash used in changes in operating assets and liabilities of
$55,000. Cash used in operations of approximately $4 million for the first six months of fiscal 2003 was primarily attributable to the net loss of $ 4.1 million,
adjusted for $ 959,000 of depreciation and amortization and net cash used in changes in operating assets and liabilities of $ 949,000. Our negative operating cash
flows primarily reflect our net losses resulting from the same factors affecting our revenues and expenses as described above. Cash used in investing activities in
the six months ended September 30, 2003 was primarily attributable to net purchases of marketable equity securities and mutual funds of $802,000 and purchases
of fixed assets of $13,000, offset by $20,000 of proceeds from the sale of fixed assets. Cash used in investing activities for the six months ended September 30,
2002 was attributable to net purchases of marketable equity securities of $77,000 and capital expenditures of $84,000, partially offset by proceeds from the sale of
equipment of $31,000.



Cash provided by financing activities during the first six months of fiscal 2003 consisted primarily of $978,000 of proceeds resulting from the sale of common
stock in a private placement transaction and to employees through our employee stock option and stock purchase plans. Cash provided by financing activities
during the first six months of fiscal 2002 consisted primarily of $204,000 of proceeds resulting from the sale of common stock through our employee stock option
and stock purchase plans.

As of September 30, 2003, our principal commitments consisted of obligations outstanding under noncancelable operating leases. At September 30, 2003, future
minimum annual lease payments under noncancelable operating leases, net of sublease income, were as follows (in thousands):

 
 
Year ending March 31: 
   Remaining 2004............................ $      158 
   2005......................................        213 
   2006......................................          2 
                                               ---------- 
Total minimum payments....................... $      373 
                                               ========== 
 

As noted previously, we redeemed our convertible subordinated debentures in December 2001. The consideration included the issuance of 1,000,000 shares of our
common stock to the lenders. We have committed to maintaining the effectiveness of the registration statement filed with the Securities and Exchange
Commission covering the resale of these shares. Should we fail to maintain the effectiveness of the registration statement, we may be required to pay cash
penalties and redeem all or a portion of the shares at the higher of $0.898 or the market price of our common stock at the time of the redemption which could have
a material adverse effect on our cash flows and results of operations. The Company was in compliance with the maintenance requirements at September 30, 2003
and classified the shares as contingently redeemable common stock in the condensed consolidated balance sheet due to the redemption rights described above. If
the Company falls out of compliance, the potential redemption value of the remaining shares held by the lenders approximates $150,000 based on the market
price of the Company's common stock at September 30, 2003.

In July 2003, we completed a private placement of 2,260,000 shares of common stock at $0.434 (the average closing price for the five days prior to the sale) per
share for aggregate net proceeds of $859,000. The investors also received warrants with terms of five years to purchase 2,260,000 shares at $0.60, 565,000 shares
at $0.75 and 565,000 shares at $1.00. In addition, the investors were also granted certain preemptive rights that allow the investors to purchase additional shares
of common stock from us, in proportion to their ownership percentage, to the extent that shares of our common stock are issued in connection with financing
activities. Based upon our current expectations, we believe that our current cash and cash equivalents and short-term investments, together with cash generated
from operations, are not sufficient to satisfy our expected working capital and capital expenditure requirements for the next twelve months. The possibility that
we will not be able to meet our obligations as and when they become due over the next twelve months raises substantial doubt about our ability to continue as a
going concern. Accordingly, we have been pursuing, and will continue to pursue, the implementation of certain cost reduction strategies. Additionally, we plan to
seek additional financing and evaluate financing alternatives during the next twelve months in order to meet our cash requirements for fiscal years 2004 and 2005.
We may also seek to explore business opportunities, including acquiring or investing in complementary businesses or products that will require additional capital
from equity or debt sources. Additionally, the development and marketing of new products could require a significant commitment of resources, which could in
turn require us to obtain additional financing earlier than otherwise expected. We may not be able to obtain additional financing as needed on acceptable terms, or
at all, which may require us to reduce our operating costs and other expenditures, including reductions of personnel and suspension of salary increases and capital
expenditures. Alternatively, or in addition to such potential measures, we may elect to implement other cost reduction actions as we may determine are necessary
and in our best interests, including the possible sale or cessation of certain of our business segments. Any such actions undertaken might limit our opportunities to
realize plans for revenue growth and we might not be able to reduce our costs in amounts sufficient to achieve break-even or profitable operations. If we issue
additional equity or convertible debt securities to raise funds, the ownership percentage of our existing stockholders would be reduced and they may experience
significant dilution. New investors may demand rights, preferences or privileges senior to those of existing holders of our common stock. If we are not successful
in these actions, we may be forced to cease operations.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our financial market risk consists primarily of risks associated with international operations and related foreign currencies. We derive a significant portion of our
revenues from customers in Europe and Asia. In order to reduce the risk from fluctuation in foreign exchange rates, the vast majority of our sales are denominated
in U.S. dollars. In addition, all of our arrangements with our semiconductor foundry and assembly vendors and our system product vendors are denominated in
U.S. dollars. We have foreign subsidiaries and are exposed to market risk from changes in exchange rates. We have not entered into any currency hedging
activities. To date, our exposure to exchange rate volatility has not been significant; however, there can be no assurance that there will not be a material impact in
the future.

We invest the majority of our surplus cash and cash equivalents in money market funds that bear variable interest rates, and, accordingly, fluctuations in interest
rates do not have an impact on the fair values of such investments. However, given the currently low yields on such money market funds and other low-risk
governmental and corporate debt securities, in March 2002 our Board of Directors authorized us to open securities trading accounts and make investments in
other classes of securities that may generate higher returns. The amount allocated for such investments was $1.0 million to be invested on behalf of 8x8, Inc. at
the direction of the Company's Chairman, Joe Parkinson, the Chief Executive Officer, or the Chief Financial Officer. Mr. Parkinson has agreed to personally
reimburse 8x8 on a quarterly basis for any losses resulting from his trading activities in order to maintain a minimum investment account balance of $1.0 million.
The Board has been assured of Mr. Parkinson's ability to cover any such losses; however, should he be unable to do so, it could have a material impact on our
cash flows and results of operations. Since the formation of these accounts in 2002, neither our Chief Executive Officer nor Chief Financial Officers have made
any trades in the investment accounts as these officers had not agreed to reimburse us for any losses incurred as a result of their trading activity. Mr. Parkinson did
not have use of any of the investment account funds for his personal benefit. The funds have always been held in investment accounts in our name and all benefits
belong to us. We invest in mutual funds, money market funds, and equity and debt securities and options of publicly traded corporations. The investment accounts
are not used to trade in our own stock.

FACTORS THAT MAY AFFECT FUTURE RESULTS

We will need to raise additional capital to support our operations, and failure to do so in a timely manner may cause us to implement additional cost
reduction strategies

As of September 30, 2003, we had approximately $3.4 million in cash and cash equivalents and short-term investments. The possibility that we will not be able to
meet our obligations as and when they become due over the next twelve months raises substantial doubt about our ability to continue as a going concern.
Accordingly, we have been pursuing, and will continue to pursue, the implementation of certain cost reduction strategies. Additionally, we are seeking additional
financing and evaluating financing alternatives in order to meet our cash requirements for fiscal 2004. We may not be able to obtain additional financing as
needed on acceptable terms, or at all, which may require us to further reduce our operating costs and other expenditures, including additional reductions of
personnel and capital expenditures. Alternatively, or in addition to such potential measures, we may elect to implement other cost reduction actions as we may



determine are necessary and in our best interests, including the possible sale or cessation of certain of our business segments. Any such actions undertaken might
limit our opportunities to realize plans for revenue growth and we might not be able to reduce our costs in amounts sufficient to achieve break-even or profitable
operations. If we issue additional equity or convertible debt securities to raise funds, the ownership percentage of our existing stockholders would be reduced and
they may experience significant dilution. New investors may demand rights, preferences or privileges senior to those of existing holders of our common stock. If
we are not successful in these actions, we may be forced to cease operations.

We have a history of losses and we are uncertain as to our future profitability

We recorded an operating loss of approximately $ 1.6 million for the six months ended September 30, 2003 and we ended the period with an accumulated deficit
of $149 million. In addition, we recorded operating losses of $12 million, $10 million and $74.5 million for the fiscal years ended March 31, 2003, 2002 and
2001, respectively. We expect that we will continue to incur operating losses for the foreseeable future, and such losses may be substantial. We will need to
generate significant revenue growth to achieve an operating profit. Given our history of fluctuating revenues and operating losses, we cannot be certain that we
will be able to achieve profitability on either a quarterly or annual basis in the future.

We may not be able to maintain our listing on the Nasdaq SmallCap Market

Our common stock trades on the Nasdaq SmallCap Market, which has certain compliance requirements for continued listing of common stock.

During the last year, we moved from the Nasdaq National Market to the Nasdaq SmallCap Market, and we were threatened with being delisted from Nasdaq
altogether. In April 2002, we were notified by the Nasdaq staff that the bid price for our common stock must close at $1.00 per share or more for a minimum of
ten consecutive trading days during the ninety calendar day period ending July 9, 2002 or we might be delisted. As we were not in compliance under the Nasdaq
National Market minimum bid price listing standard by July 9, 2002, we transferred to and began trading on the Nasdaq SmallCap Market on July 26, 2002. As a
result of our transfer to the Nasdaq SmallCap Market, our delisting determination was extended an additional ninety days until October 7, 2002. Although our
common stock did not achieve a closing bid price of $1.00 for at least ten consecutive trading days before October 7, 2002, we met the initial listing criteria for
the Nasdaq SmallCap Market as of October 7, 2002. As a result, we remained eligible to be quoted on the Nasdaq SmallCap Market for an additional 180-
calendar day grace period, which expired on April 7, 2003, subject to our compliance with the continued listing requirements during the extended grace period.
On April 8, 2003, the Nasdaq staff notified us that we had been granted an additional ninety days, or until July 7, 2003 to regain compliance with the minimum
bid price listing standard. On July 11, 2003, the Nasdaq staff notified us that we had not, by July 7, 2003, regained compliance with the minimum $1.00 closing
bid price per share requirement, as set forth in Marketplace Rule 4310(c)(4), and that, accordingly, our securities would be subject to delisting from The Nasdaq
SmallCap Market at the opening of business on July 22, 2003. Furthermore, we were notified by the Nasdaq Staff that we are not in compliance with Marketplace
Rule 4310(c)(2)(B), which requires that we have a minimum of $2,500,000 in stockholders' equity or $35,000,000 market value of listed securities or $500,000 of
net income from continuing operations for the most recently completed fiscal year (or two of the three most recently completed fiscal years). In September 2003,
we were notified by the Nasdaq staff that we had fully regained compliance with the Nasdaq SmallCap Market's continued listing requirements.

If our minimum closing bid price per share falls below $1.00 for a period of 30 consecutive business days in the future, we may again be subject to delisting
procedures. As of the close of business on October 8, 2003, our common stock had a closing bid price of $1.40 per share. We must also meet additional continued
listing requirements contained in Nasdaq Marketplace Rule 4310(c)(2)(b), which requires that we have a minimum of $2,500,000 in stockholders' equity or
$35,000,000 market value of listed securities or $500,000 of net income from continuing operations for the most recently completed fiscal year (or two of the
three most recently completed fiscal years). As of October 23, 2003, based on our closing price as of that day, the market value of our securities approximated
$45,000,000 and we were in compliance with Nasdaq Marketplace Rule 4310(c)(2)(b). There can be no assurance that we will continue to meet the continued
listing requirements.

Delisting could reduce the ability of our shareholders to purchase or sell shares as quickly and as inexpensively as they have done historically. For instance,
failure to obtain listing on another market or exchange may make it more difficult for traders to sell our securities. Broker-dealers may be less willing or able to
sell or make a market in our common stock. Not maintaining a listing on a major stock market may:

result in a decrease in the trading price of our common stock;
lessen interest by institutions and individuals in investing in our common stock;
make it more difficult to obtain analyst coverage; and
make it more difficult for us to raise capital in the future.

Our stock price has been highly volatile

The market price of the shares of our common stock has been and is likely to be highly volatile. It may be significantly affected by factors such as:

actual or anticipated fluctuations in our operating results;
announcements of technical innovations;
loss of key personnel;
new products or new contracts by us, our competitors or their customers;
developments with respect to patents or proprietary rights, general market conditions, changes in financial estimates by securities analysts, and other
factors which could be unrelated to, or outside our control; and
the potential delisting of our common stock.

The stock market has from time to time experienced significant price and volume fluctuations that have particularly affected the market prices for the common
stocks of technology companies and that have often been unrelated to the operating performance of particular companies. These broad market fluctuations may
adversely affect the market price of our common stock. In the past, following periods of volatility in the market price of a company's securities, securities class
action litigation has often been initiated against the issuing company. If our stock price is volatile, we may also be subject to such litigation. Such litigation could
result in substantial costs and a diversion of management's attention and resources, which would disrupt business and could cause a decline in our operating
results. Any settlement or adverse determination in such litigation would also subject us to significant liability.

If we fail to maintain effectiveness of a registration statement for the resale of shares of our common stock issued in connection with the redemption of
our previously outstanding convertible debt, we may be forced to pay a cash penalty or redeem all or a portion of the shares, causing our business to
suffer

Under the terms of a registration rights agreement we entered into in connection with the redemption of our outstanding convertible debt, we agreed to register the
1,000,000 shares of our common stock issued to the former note holders for resale. If we fail to maintain the effectiveness of the registration statement through
December 2003, we may be required to pay cash penalties and may be required to redeem all or a portion of the shares of common stock held by the former note
holders. Under the agreement, the redemption price would be the higher of $0.898 or the market price of our common stock at the time of the redemption. If we



are required to pay a cash penalty or to redeem any of the shares, this will deplete our cash reserves, which may cause significant harm to our business, results of
operations and financial condition.

The growth of our business and our future profitability depends on future IP telephony revenue

We believe that our business and future profitability will be dependent on widespread market acceptance of our IP telephony technology and products,
specifically our Packet8 voice and video communications service.

On a going-forward basis, we will be devoting more of our resources to the promotion of our Packet8 service than to our Netergy Microelectronics, Inc. (Netergy)
semiconductor business and our Centile iPBX business. Our Netergy semiconductor business has not provided sufficient revenues to profitably operate our
business, and we have completed the end end-of of-life of our videoconferencing semiconductor products during the quarter ended June 30, 2003. During the first
and second quarters of fiscal 2004, we also entered into agreements that will further reduce the VoIP operations of Netergy through the proposed license by
Netergy and sale of certain assets by Netergy relating to its VIP-1 semiconductor development effort to a customer and Netergy's non- exclusive license of its
VoIP semiconductor and software technology to another customer. During fiscal 2003 and 2002, Netergy's revenues represented approximately 88% and 91%,
respectively, of consolidated revenues. In addition, in July 2003, Centile, Inc. (Centile) sold its European subsidiary, Centile Europe S.A. and licensed, on a non-
exclusive basis, its IPBX technology to the purchaser. During fiscal 2003 and 2002, Netergy's revenues represented approximately 88% and 91%, respectively, of
consolidated revenues, and Centile's revenues represented approximately 8% and 2%, respectively, of consolidated revenues. Netergy and Centile are continuing
operations and will continue to generate revenue in the future, although we expect the amounts to decrease, both on an absolute basis and as percentage of
consolidated revenues.

We have only been selling our Packet8 service for a limited period and there is no guarantee that Packet8 will gain broad market acceptance

We have only been selling our Packet8 service since November 2002. Given our limited history with offering this product, there are many difficulties that we may
encounter, including regulatory hurdles, discussed below, and other problems that we may not anticipate. To date, we have not generated significant revenue from
the sale of our IP telephony products and services, including our Packet8 service, and there is no guarantee that we will be successful in generating significant
revenues or achieving profitability. If we are not able to generate significant revenues selling into the IP telephony market, our business and operating results
would be seriously harmed.

The success of our Packet8 service is dependent on the growth and public acceptance of IP telephony

The success of our Packet8 voice and video communications service is dependent upon future demand for IP telephony systems and services. In order for the IP
telephony market to continue to grow, several things need to occur. Telephone service providers must continue to invest in the deployment of high speed
broadband networks to residential and commercial customers. IP networks must improve quality of service for real-time communications, managing effects such
as packet jitter, packet loss, and unreliable bandwidth, so that toll- quality service can be provided. IP telephony equipment and services must achieve a similar
level of reliability that users of the public switched telephone network have come to expect from their telephone service. IP telephony service providers must offer
cost and feature benefits to their customers that are sufficient to cause the customers to switch away from traditional telephony service providers. If any or all of
these factors fail to occur, our business may not grow.

Our business has been adversely affected by the downturn in the telecommunications industry and these developments will continue to impact our
revenues and operating results

Through the end of 2000, the telecommunications market was experiencing rapid growth spurred by a number of factors including deregulation in the industry,
entry of a large number of new emerging service providers, growth in data traffic and the availability of significant capital from the financial markets. In 2001, the
telecommunications industry began a reversal of some of these trends, marked by a dramatic reduction in current and projected future capital expenditures by
service providers, financial difficulties and, in some cases, bankruptcies experienced by emerging service providers, as well as a sharp contraction in the
availability of capital. These conditions caused a substantial reduction in demand for telecommunications equipment and related software, which has had a
resulting impact on demand for Netergy's IP telephony semiconductor and software products and for Centile's hosted iPBX solution. If our current or potential
customers are forced to defer or further curtail their capital spending programs, sales of our hosted iPBX product and Packet8 service to telecommunication
service providers and sales of our IP telephony semiconductors to manufacturers of telecommunication equipment may continue to be adversely affected, which
would negatively impact our business, financial condition, and results of operations. In addition, many of the industries in which telecommunication service
providers operate have experienced consolidation. The loss of one or more of our current or potential telecommunication service provider or telecommunication
equipment OEM customers, through industry consolidation or otherwise, could reduce or eliminate our sales to such a customer and consequently harm our
business, financial condition, and results of operations.

We expect the developments described above to continue to affect our business for at least the next several quarters in the following manner:

our ability to accurately forecast revenue will be diminished;
our revenues could be reduced; and
our losses may increase because operating expenses are largely based on anticipated revenue trends and a high percentage of our expenses are and will
continue to be fixed in the short-term.

Our business, operating results and financial condition could be materially and adversely impacted by any one or a combination of the above.

Our future operating results may not follow past or expected trends due to many factors and any of these could cause our stock price to fall

Our historical operating results have fluctuated significantly and will likely continue to fluctuate in the future, and a decline in our operating results could cause
our stock price to fall. On an annual and a quarterly basis, there are a number of factors that may affect our operating results, many of which are outside our
control. These include, but are not limited to:

changes in market demand;
the timing of customer orders;
competitive market conditions;
lengthy sales cycles and/or regulatory approval cycles;
new product introductions by us or our competitors;
market acceptance of new or existing products;
the cost and availability of components;
the mix of our customer base and sales channels;
the mix of products sold;
the management of inventory;



the level of international sales;
continued compliance with industry standards; and
general economic conditions.

Our gross margin is affected by a number of factors including product mix, the recognition of license and other revenues for which there may be little or no
corresponding cost of revenues, product pricing, the allocation between international and domestic sales, the percentages of direct sales and sales to resellers, and
manufacturing and component costs. The markets for our products are characterized by falling average selling prices. We expect that, as a result of competitive
pressures, our product end of life announcement, and other factors, gross profit as a percentage of revenue for our videoconferencing semiconductor products will
continue to decrease. Average selling prices realized to date for our IP telephony semiconductors have been lower than those historically attained for our
videoconferencing semiconductor products, resulting in lower gross margins. In the likely event that we encounter significant price competition in the markets for
our products, we could be at a significant disadvantage compared to our competitors, many of whom have substantially greater resources, and therefore may be
better able to withstand an extended period of downward pricing pressure.

Variations in timing of sales may cause significant fluctuations in future operating results. Because a significant portion of our business may be derived from
orders placed by a limited number of large customers, including original equipment manufacturers, the timing of such orders can cause significant fluctuations in
our operating results. Anticipated orders from customers may fail to materialize. Delivery schedules may be deferred or canceled for a number of reasons,
including changes in specific customer requirements or economic conditions. The adverse impact of a shortfall in our revenues may be magnified by our inability
to adjust spending to compensate for such shortfall. Announcements by our competitors or us of new products and technologies could cause customers to defer
purchases of our existing products, which would also have a material adverse effect on our business and operating results. As a result of these and other factors, it
is likely that in some or all future periods our operating results will be below the expectations of investors, which would likely result in a significant reduction in
the market price of our common stock.

We depend on purchase orders from key customers and failure to receive significant purchase orders in the future would cause a decline in our
operating results

Historically, a significant portion of our sales has been to relatively few customers, although the composition of these customers has varied. Revenues from our
ten largest customers for the quarters ended September 30, 2003 and 2002, accounted for approximately 86% and 81%, respectively, of total revenues in each
quarter. Revenues from our ten largest customers for the fiscal years ended March 31, 2003, 2002 and 2001, accounted for approximately 62%, 73% and 48%,
respectively, of total revenues. Substantially all of our product sales have been made, and are expected to continue to be made, on a purchase order basis. None of
our customers has entered into a long-term agreement requiring it to purchase our products. In the future, we will need to gain purchase orders for our products to
earn additional revenue. Further, substantially all of our license and other revenues are nonrecurring.

The IP telephony market is subject to rapid technological change and we depend on new product introduction in order to maintain and grow our
business

IP telephony is an emerging market that is characterized by rapid changes in customer requirements, frequent introductions of new and enhanced products, and
continuing and rapid technological advancement. To compete successfully in this emerging market, we must continue to design, develop, manufacture, and sell
new and enhanced semiconductor and IP telephony software products and services that provide increasingly higher levels of performance and reliability at lower
cost. These new and enhanced products must take advantage of technological advancements and changes, and respond to new customer requirements. Our
success in designing, developing, manufacturing, and selling such products and services will depend on a variety of factors, including:

the identification of market demand for new products;
the scalability of our IP telephony software products;
product and feature selection;
timely implementation of product design and development;
product performance;
cost-effectiveness of products under development;
effective manufacturing processes; and
success of promotional efforts.

Additionally, we may also be required to collaborate with third parties to develop our products and may not be able to do so on a timely and cost-effective basis, if
at all. We have in the past experienced delays in the development of new products and the enhancement of existing products, and such delays will likely occur in
the future. If we are unable, due to resource constraints or technological or other reasons, to develop and introduce new or enhanced products in a timely manner,
if such new or enhanced products do not achieve sufficient market acceptance, or if such new product introductions decrease demand for existing products, our
operating results would decline and our business would not grow.

The long and variable sales and deployment cycles for our IP telephony products may cause our revenue and operating results to vary

Our IP telephony software and semiconductor products, including our hosted iPBX, Packet8 service and our Audacity family of semiconductors, have lengthy
sales cycles, and we may incur substantial sales and marketing expenses and expend significant management effort without making a sale. A customer's decision
to purchase our products often involves a significant commitment of its resources and a lengthy product evaluation and qualification process. We do not possess
the capital infrastructure required to invest in extensive marketing or advertising campaigns that may be required in order to sell these products. In addition, the
length of our sales cycles will vary depending on the type of customer to whom we are selling and the product being sold. Even after making the decision to
purchase our products, our customers may deploy our products slowly. Timing of deployment can vary widely and will depend on various factors, including:

the size of the network deployment;
the complexity of our customers' network environments;
our customers' skill sets;
the hardware and software configuration and customization necessary to deploy our products; and
our customers' ability to finance their purchase of our products.

As a result, it is difficult for us to predict the quarter in which our customers may purchase our IP telephony products, and our revenue and operating results may
vary significantly from quarter to quarter.

We need to retain key personnel to support our products and ongoing operations

The development and marketing of our IP telephony products will continue to place a significant strain on our limited personnel, management, and other
resources. While the pace of economic growth in the San Francisco Bay Area (where our corporate headquarters are located) has slowed, competition for highly-
skilled engineering, sales, marketing, and support personnel has remained strong. Our future success depends upon the continued services of our executive



officers and other key employees who have critical industry experience and relationships that we rely on to implement our business plan. None of our officers or
key employees are bound by employment agreements for any specific term. The loss of the services of any of our officers or key employees could delay the
development and introduction of, and negatively impact our ability to sell our products which could adversely affect our financial results and impair our growth.
We currently do not maintain key person life insurance policies on any of our employees.

We depend on contract manufacturers to manufacture substantially all of our products, and any delay or interruption in manufacturing by these
contract manufacturers would result in delayed or reduced shipments to our customers and may harm our business

We outsource the manufacturing of our semiconductor products to independent foundries and as such do not have internal manufacturing capabilities to meet our
customers' demands. We have shifted the manufacture of our voice over IP semiconductors to an affiliate of STMicroelectronics NV, or STM, from Taiwan
Semiconductor Manufacturing Corporation, or TSMC. STM or its contract manufacturer, TSMC, will be the sole manufacturer of our semiconductor products.
Furthermore, to the extent TSMC is utilized, Taiwan is always subject to geological or geopolitical disturbances that could instantly cut off such supply. We also
rely on other third party manufacturers for packaging and testing of our semiconductors.

We do not have long-term purchase agreements with our contract manufacturers or our component suppliers. There can be no assurance that our subcontract
manufacturers will be able or willing to reliably manufacture our products, in volumes, on a cost-effective basis or in a timely manner. For our semiconductor
products, the time to port our technology to another foundry, the time to qualify the new versions of product, and the cost of this effort as well as the tooling
associated with wafer production would have a material adverse effect on our business, operating results, and financial condition. For our consumer videophones,
IP telephones and media hub devices that are used with our hosted iPBX and Packet8 voice and video IP telephone service, we rely on the availability of these
semiconductor products. These devices are also sourced solely from certain overseas contract manufacturers and partners, and are not available from any other
manufacturer.

We may not be able to manage our inventory levels effectively, which may lead to inventory obsolescence that would force us to lower our prices

Our products have lead times of up to several months, and are built to forecasts that are necessarily imprecise. Because of our practice of building our products to
necessarily imprecise forecasts, it is likely that, from time to time, we will have either excess or insufficient product inventory. Excess inventory levels would
subject us to the risk of inventory obsolescence and the risk that our selling prices may drop below our inventory costs, while insufficient levels of inventory may
negatively affect relations with customers. For instance, our customers rely upon our ability to meet committed delivery dates, and any disruption in the supply of
our products could result in legal action from our customers, loss of customers or harm to our ability to attract new customers. Any of these factors could have a
material adverse effect on our business, operating results, and financial condition.

If our products do not interoperate with our customers' networks, orders for our products will be delayed or canceled and substantial product returns
could occur, which could harm our business

Many of the potential customers for our hosted iPBX product and Packet8 voice and video communications service have requested that our products and services
be designed to interoperate with their existing networks, each of which may have different specifications and use multiple standards. Our customers' networks
may contain multiple generations of products from different vendors that have been added over time as their networks have grown and evolved. Our products
must interoperate with these products as well as with future products in order to meet our customers' requirements. In some cases, we may be required to modify
our product designs to achieve a sale, which may result in a longer sales cycle, increased research and development expense, and reduced operating margins. If
our products do not interoperate with existing equipment or software in our customers' networks, installations could be delayed, orders for our products could be
canceled or our products could be returned. This could harm our business, financial condition, and results of operations. Our Packet8 service depends on the
availability of third party network service providers that provide telephone numbers and PSTN call termination and origination services for our customers. Many
of these network service providers are financially affected by the downturn in the telecommunications industry and may be forced to terminate the services that
we depend on. The time to interface our technology to another network service provider, if available, and qualify this new service could have a material adverse
effect on our business, operating results, and financial condition.

We may have difficulty identifying the source of the problem when there is a problem in a network

Our hosted iPBX and Packet8 IP service must successfully integrate with products from other vendors, such as gateways to traditional telephone systems. As a
result, when problems occur in a network, it may be difficult to identify the source of the problem. The occurrence of hardware and software errors, whether
caused by our hosted iPBX solution, Packet8 service or another vendor's products, may result in the delay or loss of market acceptance of our products and any
necessary revisions may force us to incur significant expenses. The occurrence of some of these types of problems may seriously harm our business, financial
condition and results of operations.

Intense competition in the markets in which we compete could prevent us from increasing or sustaining our revenue and prevent us from achieving
profitability

We expect our competitors to continue to improve the performance of their current products and introduce new products or new technologies. If our competitors
successfully introduce new products or enhance their existing products, this could reduce the sales or market acceptance of our products and services, increase
price competition or make our products obsolete. To be competitive, we must continue to invest significant resources in research and development, sales and
marketing, and customer support. We may not have sufficient resources to make these investments or to make the technological advances necessary to be
competitive, which in turn will cause our business to suffer.

In addition, our focus on developing a range of technology products, including semiconductors and related embedded software, hosted iPBX solutions, and the
Packet8 service products, places a significant strain on our research and development resources. Competitors that focus on one aspect of technology, such as
software or semiconductors, may have a considerable advantage over us. In addition, many of our current and potential competitors have longer operating
histories, are substantially larger, and have greater financial, manufacturing, marketing, technical, and other resources. For example, certain competitors in the
market for our semiconductor products maintain their own semiconductor foundries and may therefore benefit from certain capacity, cost and technical
advantages. Many also have greater name recognition and a larger installed base of products than we have. Competition in our markets may result in significant
price reductions. As a result of their greater resources, many current and potential competitors may be better able than us to initiate and withstand significant price
competition or downturns in the economy. There can be no assurance that we will be able to continue to compete effectively, and any failure to do so would harm
our business, operating results, and financial condition.

If we do not develop and maintain successful partnerships for IP telephony products, we may not be able to successfully market our solutions

We are entering into new market areas and our success is partly dependent on our ability to forge new marketing and engineering partnerships. IP telephony
communication systems are extremely complex and few, if any, companies possess all the required technology components needed to build a complete end to end
solution. We will likely need to enter into partnerships to augment our development programs and to assist us in marketing complete solutions to our targeted



customers. We may not be able to develop such partnerships in the course of our product development. Even if we do establish the necessary partnerships, we
may not be able to adequately capitalize on these partnerships to aid in the success of our business.

Inability to protect our proprietary technology or our infringement of a third party's proprietary technology would disrupt our business

We rely in part on trademark, copyright, and trade secret law to protect our intellectual property in the United States and abroad. We seek to protect our software,
documentation, and other written materials under trade secret and copyright law, which afford only limited protection. We also rely in part on patent law to protect
our intellectual property in the United States and internationally. We hold fifty-four United States patents and have a number of United States and foreign patent
applications pending. We cannot predict whether such pending patent applications will result in issued patents. We may not be able to protect our proprietary
rights in the United States or internationally (where effective intellectual property protection may be unavailable or limited), and competitors may independently
develop technologies that are similar or superior to our technology, duplicate our technology or design around any patent of ours. We have in the past licensed and
in the future expect to continue licensing our technology to others; many of who are located or may be located abroad. There are no assurances that such licensees
will protect our technology from misappropriation. Moreover, litigation may be necessary in the future to enforce our intellectual property rights, to determine the
validity and scope of the proprietary rights of others, or to defend against claims of infringement or invalidity. Such litigation could result in substantial costs and
diversion of management time and resources and could have a material adverse effect on our business, financial condition, and operating results. Any settlement
or adverse determination in such litigation would also subject us to significant liability.

There has been substantial litigation in the semiconductor, electronics, and related industries regarding intellectual property rights, and from time to time third
parties may claim infringement by us of their intellectual property rights. Our broad range of technology, including systems, digital and analog circuits, software,
and semiconductors, increases the likelihood that third parties may claim infringement by us of their intellectual property rights. If we were found to be infringing
on the intellectual property rights of any third party, we could be subject to liabilities for such infringement, which could be material. We could also be required to
refrain from using, manufacturing or selling certain products or using certain processes, either of which could have a material adverse effect on our business and
operating results. From time to time, we have received, and may continue to receive in the future, notices of claims of infringement, misappropriation or misuse
of other parties' proprietary rights. There can be no assurance that we will prevail in these discussions and actions or that other actions alleging infringement by us
of third party patents will not be asserted or prosecuted against the Company.

We rely upon certain technology, including hardware and software, licensed from third parties. There can be no assurance that the technology licensed by us will
continue to provide competitive features and functionality or that licenses for technology currently utilized by us or other technology which we may seek to
license in the future will be available to us on commercially reasonable terms or at all. The loss of, or inability to maintain existing licenses could result in
shipment delays or reductions until equivalent technology or suitable alternative products could be developed, identified, licensed and integrated, and could harm
our business. These licenses are on standard commercial terms made generally available by the companies providing the licenses. The cost and terms of these
licenses individually are not material to our business.

The failure of IP networks to meet the reliability and quality standards required for voice and video communications could render our products obsolete

Circuit-switched telephony networks feature very high reliability, with a guaranteed quality of service. In addition, such networks have imperceptible delay and
consistently satisfactory audio quality. Emerging broadband IP networks, such as LANs, WANs, and the internet, or emerging last mile technologies such as
cable, digital subscriber lines, and wireless local loop, may not be suitable for telephony unless such networks and technologies can provide reliability and quality
consistent with these standards.

Our products must comply with industry standards, FCC regulations, state, country-specific and international regulations, and changes may require us
to modify existing products

In addition to reliability and quality standards, the market acceptance of telephony over broadband IP networks is dependent upon the adoption of industry
standards so that products from multiple manufacturers are able to communicate with each other. Our IP telephony products rely heavily on standards such as SIP,
H.323, MGCP and Megaco to interoperate with other vendors' equipment. There is currently a lack of agreement among industry leaders about which standard
should be used for a particular application, and about the definition of the standards themselves. These standards, as well as audio and video compression
standards, continue to evolve. We also must comply with certain rules and regulations of the Federal Communications Commission (FCC) regarding
electromagnetic radiation and safety standards established by Underwriters Laboratories, as well as similar regulations and standards applicable in other
countries. Standards are continuously being modified and replaced. As standards evolve, we may be required to modify our existing products or develop and
support new versions of our products. The failure of our products to comply, or delays in compliance, with various existing and evolving industry standards could
delay or interrupt volume production of our IP telephony products, which would have a material adverse effect on our business, financial condition and operating
results.

Future legislation or regulation of the internet and/or voice and video over IP services could restrict our business, prevent us from offering service or
increase our cost of doing business

At present there are few laws, regulations or rulings that specifically address access to or commerce on the internet, including IP telephony. We are unable to
predict the impact, if any, that future legislation, legal decisions or regulations concerning the internet may have on our business, financial condition, and results
of operations. Regulation may be targeted towards, among other things, assessing access or settlement charges, imposing taxes related to internet
communications, imposing tariffs or regulations based on encryption concerns or the characteristics and quality of products and services, imposing regulations
and requirements related to the handling of emergency 911 services, any of which could restrict our business or increase our cost of doing business. The
increasing growth of the broadband IP telephony market and popularity of broadband IP telephony products and services heighten the risk that governments or
other legislative bodies will seek to regulate broadband IP telephony and the internet. In addition, large, established telecommunication companies may devote
substantial lobbying efforts to influence the regulation of the broadband IP telephony market, which may be contrary to our interests.

Many regulatory actions are under way or are being contemplated by federal and state authorities, including the Federal Communications Commission, or FCC,
and other state regulatory agencies. There is risk that a regulatory agency requires us to conform to rules that are unsuitable for IP communications technologies,
or rules that cannot be complied with due to the nature and efficiencies of IP routing, or are unnecessary or unreasonable in light of the manner in which Packet8
offers service to its customers. It is not possible to separate the Internet, or any service offered over it, into intrastate and interstate components. While suitable
alternatives may be developed in the future, the current IP network does not enable us to identify the geographic nature of the traffic traversing the Internet. There
is also risk that certain specific E911 requirements imposed by a regulatory agency may impede our ability to offer service in a manner that conforms to these
requirements. While we are developing technologies that seek to provide access to emergency services in conjunction with our IP communications offerings, the
existing requirements, which are tethered to and dependent upon the legacy PSTN network, neither work in an IP environment nor take advantage of the
significantly enhanced capabilities of the IP network.

The effects of federal or state regulatory actions could have a material adverse effect on our business, financial condition and operating results.

Increasing interest by U.S. states in the regulation of voice over IP services could result in laws or regulatory actions that harm our business



Several states have recently shown an interest in regulating the voice over IP, or VoIP, services, as they do for providers of traditional telephone service. If this
trend continues, and if state regulation is not preempted by action by the U.S. federal government, our business, operating results and future prospects will be
adversely affected.

On September 11, 2003, we received a letter from the "Public Service Commission of Wisconsin (the "WPSC")" notifying us that the WPSC believes that we, via
our Packet8 voice and video communications service, are offering intrastate telecommunications services in the state of Wisconsin without certification of the
WPSC. According to the WPSC's letter, it believes that we cannot legally provide Packet8-based resold intrastate services in Wisconsin without certification of
the WPSC. In addition, the Commission believes that Packet8 bills for intrastate services to Wisconsin customers are void and not collectible. The letter also
states that if we do not obtain certification to offer intrastate telecommunications services, the matter will be referred to the State of Wisconsin Attorney General
for enforcement action. The letter also states that even if the Company were certified by the WPSC, the previous operation without certification may still subject
the Company to referral to the State of Wisconsin Attorney General for enforcement action and possible forfeitures. We consulted with counsel and have
responded to the WPSC and disputed their assertions. While we do not believe that the potential amounts of any forfeitures would be material to us, if we are
subject to an enforcement action, we may become subject to liabilities and may incur expenses that adversely effect our results of operations.

On September 17, 2003, we were contacted by the Ohio Public Utilities Commission ("OPUC") and asked to respond to a questionnaire on Voice over IP
technologies that the OPUC is conducting. We responded to this questionnaire on October 20, 2003.

On September 22, 2003, we also received a letter from the California Public Utilities Commission ("CPUC"). The correspondence alleges that we are offering
intrastate telecommunications services for profit in California without having received formal certification from the CPUC to provide such service. The CPUC
also requested that we file an application with the CPUC for authority to conduct business as a telecommunications utility no later than October 22, 2003. The
letter does not mention any penalties or consequences related to the CPUC's position that we should be certified in California. We consulted with counsel and
have responded to the CPUC and disputed their assertions and did not file the requested application.

Potential regulation of internet service providers could adversely affect our operations

To date, the FCC has treated internet service providers as data service providers. Information service providers are currently exempt from federal and state
regulations governing common carriers, including the obligation to pay access charges and contribute to the universal service fund. The FCC is currently
examining the status of internet service providers and the services they provide. If the FCC were to determine that internet service providers, or the services they
provide, are subject to FCC regulation, including the payment of access charges and contribution to the universal service funds, it could have a material adverse
effect on our business, financial condition and operating results.

We may lose customers if we experience system failures that significantly disrupt the availability and quality of the services that it provides

The operation of our Packet8 voice and video service depends on our ability to avoid and mitigate any interruptions in service or reduced capacity for customers.
Interruptions in service or performance problems, for whatever reason, could undermine confidence in our services and cause us to lose customers or make it
more difficult to attract new ones. In addition, because our services may be critical to the businesses of our customers, any significant interruption in service could
result in lost profits or other loss to our customers. Although we attempt to disclaim liability in our service agreements, a court might not enforce a limitation on
liability, which could expose us to financial loss. In addition, we may provide our customers with guaranteed service level commitments. If we are unable to meet
these guaranteed service level commitments as a result of service interruptions, we may be obligated to provide credits, generally in the form of free service for a
short period of time, to our customers, which could negatively affect our operating results.

The failure of any equipment or facility on our network, or those of our partners or customers, could result in the interruption of customer service until necessary
repairs are made or replacement equipment is installed. Network failures, delays and errors could also result from natural disasters, terrorist acts, power losses,
security breaches and computer viruses. These failures, faults or errors could cause delays, service interruptions, expose us to customer liability or require
expensive modifications that could have a material adverse effect on our business, financial condition and operating results.

We could be liable for breaches of security on our web site, fraudulent activities of our users, or the failure of third-party vendors to deliver credit card
transaction processing services

A fundamental requirement for operating an internet-based, worldwide voice and video communications service and electronically billing our Packet8 customers
is the secure transmission of confidential information over public networks. Although we have developed systems and processes that are designed to protect
consumer information and prevent fraudulent credit card transactions and other security breaches, failure to mitigate such fraud or breaches may adversely affect
our operating results. The law relating to the liability of providers of online payment services is currently unsettled. We rely on third party providers to process
and guarantee payments made by Packet8 subscribers up to certain limits, and we may be unable to prevent our users from fraudulently receiving goods and
services. Our liability risk will increase if a larger fraction of our Packet8 transactions involve fraudulent or disputed credit card transactions. Any costs we incur
as a result of fraudulent transactions could harm our business. In addition, the functionality of our current billing system relies on certain third-party vendors
delivering services. If these vendors are unable or unwilling to provide services, we will not be able to charge for our Packet8 services in a timely or scalable
fashion.

Intellectual property and proprietary rights of others could prevent us from using necessary technology to provide IP voice and video services

While we do not know of any technologies that are patented by others that we believe are necessary for us to provide our services, certain necessary technology
may in fact be patented by other parties either now or in the future. If such technology were held under patent by another person, we would have to negotiate a
license for the use of that certain technology. We may not be able to negotiate such a license at a price that is acceptable. The existence of such a patents, or our
inability to negotiate a license for any such technology on acceptable terms, could force us to cease using such technology and offering products and services
incorporating such technology.

If we discover product defects, we may have product-related liabilities which may cause us to lose revenues or delay market acceptance of our products

Products as complex as those we offer frequently contain errors, defects, and functional limitations when first introduced or as new versions are released. We have
in the past experienced such errors, defects or functional limitations. We sell products into markets that are extremely demanding of robust, reliable, fully
functional products. Therefore, delivery of products with production defects or reliability, quality or compatibility problems could significantly delay or hinder
market acceptance of such products, which could damage our credibility with our customers and adversely affect our ability to retain our existing customers and
to attract new customers. Moreover, such errors, defects or functional limitations could cause problems, interruptions, delays or a cessation of sales to our
customers. Alleviating such problems may require significant expenditures of capital and resources by us. Despite our testing, our suppliers or our customers may
find errors, defects or functional limitations in new products after commencement of commercial production. This could result in additional development costs,
loss of, or delays in, market acceptance, diversion of technical and other resources from our other development efforts, product repair or replacement costs, claims
by our customers or others against us, or the loss of credibility with our current and prospective customers.



We have significant international operations, which subject us to risks that could cause our operating results to decline

For the first three and six months of fiscal 2004, sales to customers outside of the United States represented 89% and 78%, respectively, of our total sales. Sales to
customers outside of the United States during the years ended March 31, 2003, 2002 and 2001 were 62%, 61% and 69%, respectively, of total revenues. The
following table illustrates our net revenues by geographic area expressed as a percentage of total revenues for the corresponding period. Revenues are attributed
to countries based on the destination of shipment:

 
                                                 Three Months Ended      Six Months Ended 
                                                  September 30,           September 30, 
                                               ----------------------  ---------------------- 
                                                  2003        2002        2003        2002    
                                               ----------  ----------  ----------  ---------- 
   United States.............................         12%         32%         22%         41% 
   Europe....................................         74%         30%         59%         33% 
   Asia Pacific..............................         14%         38%         19%         26% 
                                               ----------  ----------  ----------  ---------- 
                                                     100%        100%        100%        100% 
                                               ==========  ==========  ==========  ========== 
 

Substantially all of our current semiconductor and system-level products are, and substantially all of our future products will be, manufactured, assembled, and
tested by independent third parties in foreign countries. International sales and manufacturing are subject to a number of risks, including general economic
conditions in regions such as Asia, changes in foreign government regulations and telecommunication standards, export license requirements, tariffs and other
trade barriers, potentially adverse tax consequences, fluctuations in currency exchange rates, greater difficulty in collecting accounts receivable and longer
collection periods, the impact of recessions in economies outside of the United States, and difficulty in staffing and managing foreign operations. We are also
subject to geopolitical risks, such as political, social, and economic instability, potential hostilities, and changes in diplomatic and trade relationships, in
connection with our international operations. Taiwan in particular is subject to a high rate of natural disasters, such as earthquakes or typhoons, which could have
significant impact on our suppliers and customers due to a delay in operations within that country. In addition, Taiwan's tenuous relationship with mainland China
is a source of continuing concern due to potential hostilities. A significant decline in demand from foreign markets could have a material adverse effect on our
business, operating results, and financial condition.

The location of our headquarters facility subjects us to the risk of earthquakes

Our corporate headquarters is located in the San Francisco Bay area of Northern California, a region known for seismic activity. A significant natural disaster,
such as an earthquake, could have a material adverse impact on our business, operating results, and financial condition.

We may face interruption of production and services due to increased security measures in response to recent and potential future terrorist activities

Our business depends on the free flow of products and services through the channels of commerce. Recently, in response to terrorists' activities and threats aimed
at the United States, transportation, mail, financial and other services have been slowed or stopped altogether. Further delays or stoppages in transportation, mail,
financial or other services, particularly any such delays or stoppages which harm our ability to obtain an adequate supply of products from our independent
suppliers, could harm our business, results of operations and financial condition. Furthermore, we may experience an increase in operating costs, such as costs for
transportation, insurance and security as a result of the terrorist activities and potential activities. We may also experience delays in receiving payments from
customers that have been affected by the terrorist activities and potential activities. The United States economy in general is being adversely affected by terrorist
activities and potential terrorist activities. Any economic downturn could adversely impact our results of operations, impair our ability to raise capital or
otherwise adversely affect our ability to grow our business. Moreover, we cannot determine whether other attacks may occur in the future and the effects of such
attacks on our business.

These risk factors could cause actual results to differ materially from the results anticipated in forward-looking statements

The reports that we file with the SEC and our other communications may contain forward-looking statements that involve risks and uncertainties. We consider
forward-looking statements to be those statements that describe intentions, beliefs, and current expectations with respect to future operating performance. Our
actual results could differ materially from those anticipated in our forward-looking statements as a result of certain factors.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of disclosure controls and procedures. Our management evaluated, with the participation of our Chief Executive Officer and our Chief Financial
Officer, the effectiveness of our disclosure controls and procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on this
evaluation, our Chief Executive Officer and our Chief Financial Officer have concluded that our disclosure controls and procedures are effective to ensure that
information we are required to disclose in reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed, summarized and
reported within the time periods specified in Securities and Exchange Commission rules and forms.

Changes in internal control over financial reporting. There was no change in our internal control over financial reporting that occurred during the period covered
by this Quarterly Report on Form 10-Q that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II -- OTHER INFORMATION

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITIES HOLDERS

The Company's 2003 Annual Meeting of Stockholders was held on August 12, 2003 at the Company's principal executive offices in Santa Clara, California. At
the meeting, shares of the Company's common stock were present in person and by proxy. The number of votes present in person or by proxy represented
approximately 72% of eligible votes associated with outstanding votable securities.

The voting results by proposal were as follows:

PROPOSAL 1. Each person elected as a director will serve until the next annual meeting of stockholders or until such person's successor is elected and qualified.
The following nominees for director were elected:

Name of Nominee Votes Cast For Votes Withheld

Dr. Bernd Girod 20,044,114 505,427

Guy Hecker 20,044,114 505,427



Christos Lagomichos 20,038,604 510,937

Bryan R. Martin 20,029,779 519,762

Joe Parkinson 20,023,557 525,984

 

PROPOSAL 2. The ratification and appointment of PricewaterhouseCoopers LLP as independent auditors of the Company for the fiscal year ending March 31,
2004 was approved by the stockholders with 20,386,489 voting in favor, 103,541 voting against and 59,511 abstaining.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits.

10.25 Agreement between Centile, Inc. and Sunleigh Investments Ltd. relating to the sale of Centile Europe SA.

31.1 Certification of Chief Executive Officer pursuant to Rules 13a-14 and 15d-14 under the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Rules 13a-14 and 15d-14 under the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

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.

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.

(b) Reports on Form 8-K.

On July 28, 2003, the Company furnished a Form 8-K regarding the Company's financial results for the quarter ended June 30, 2003.

On July 31, 2003, the Company filed a Form 8-K regarding the consummation of the Company's private placement.

SIGNATURE

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
thereunto duly authorized.

Date: October 30, 2003

8X8, INC.
(Registrant)
By: /s/ James Sullivan /
James Sullivan
Chief Financial Officer, Vice President of Finance and
Secretary
(Principal Financial and Accounting Officer)



Exhibit 10.25

A SANTA CLARA ( Etats Unis d'Amérique) L'an deux mil trois,

Et le

A ANTIBES (Alpes-Maritimes-France), L'an deux mil trois,

Et le

LES SOUSSIGNÉS :

La société CENTILE Inc,

société de droit américain dont le siège social est situé 1209 Orange Street, WILMINGTON, Delaware 19801 (Etats- Unis),
représentée par Monsieur Huw REES demeurant 5160 Apennines Circle, SAN JOSÉ 95138 (Etats-Unis),.spécialement
habilité à l'effet des présentes par une délibération du conseil d'administration en date du 5 mars 2003.

Monsieur Bryan R. MARTIN, demeurant 1543 Hack Avenue CAMPBELL CA 95008 (Etats-Unis),
Monsieur Huw REES, demeurant 5160 Apennines Circle, SAN JOSÉ 95138 (Etats-Unis),

Ci-après dénommés par l'expression "LE CÉDANT",

D'UNE PART,

La société Sunleigh Investment LDT,

société de droit anglais, dont le siége social est situé 14 Belgravia House, Halkin Place, London (Angleterre) SW1 X 8JF,
représentée par Monsieur William STROM, déclarant avoir tout pouvoir à l'effet des présentes, et se réservant en outre la
faculté de substituer dans le bénéfice de la présente convention toute autre personne physique ou morale de son choix dont il
se portera garant et répondant solidaire de l'exécution de la présente convention vis-à-vis du cédant qui accepte.

Ci-après dénommé par l'expression "LE CESSIONNAIRE",

D'AUTRE PART,

Ont exposé et sont convenus de ce qui suit :

EXPOSÉ

I - DÉCLARATIONS DU CÉDANT

A - DESCRIPTION DE LA SOCIETE

La société CENTILE EUROPE ci-après dénommée LA SOCIÉTÉ, est une société anonyme au capital de 114.000 €, divisé
en 747.167 actions, sise à 06560 VALBONNE - SOPHIA ANTIPOLIS - 120, route des Macarons

Aux termes d'une délibération en date du 17 septembre 2002, la société initialement constituée sous la dénomination de "
ODISEI " a adopté celle de " CENTILE EUROPE ". L'article 2 des statuts a été modifié en conséquence.

Elle a pour objet tant en France qu'à l'étranger directement ou indirectement :

L'étude, le conseil, le développement, la production, l'achat, l'importation, la vente, la revente, la distribution de tout
système informatique, tant en ce qui concerne les matériels que les logiciels standards ou réalisés sur cahiers de
charges, et notamment le développement, la production et la commercialisation de logiciels de communications
informatisées internes " intranet " et externes " internet ".
La réalisation de prestations de services liées aux logiciels de communications informatisées internes " intranet " et
externes " internet ".
La création, l'acquisition, l'exploitation ou le transfert de tous procédés, brevets et plus généralement de tous les
droits de propriété intellectuelle et industrielle concernant les activités cidessus mentionnées.
L'acquisition et la gestion de tous titres de participation et de toutes valeurs mobilières.
La création, l'acquisition, la location, la prise en location- gérance de tous fonds de commerce, la prise à bail,
l'installation, l'exploitation de tous établissements, fonds de commerce, usines et ateliers.

Toutes opérations de quelque nature qu'elles soient commerciales, industrielles, financières pouvant se rattacher
directement ou indirectement, à cet objet social ou à tous objets similaires, connexes ou complémentaires.

Elle est immatriculée au registre du commerce et des sociétés de GRASSE sous le numéro B 417 808 540.

Elle a été constituée pour une durée de 99 années à compter du 25 février 1998. Sa durée expire le 25 février 2097.



La présidence de la société est actuellement assurée par Monsieur Arnaud CAUCHY dont la nomination a été
régulièrement effectuée et publiée.

B - DESCRIPTION DES IMMOBILISATIONS DE LA SOCIETE

La société est propriétaire d'un fonds de bureau d'étude, étude, conseil, développement, production, achat, importation,
vente, revente, distribution de tout système informatique et notamment logiciels de communication informatisés internes et
externes, réalisations, prestations de services liées aux logiciels de communications sis et exploité à 06560 VALBONNE -
SOPHIA ANTIPOLIS - 120, route des Macarons.

Ce fonds comporte les éléments suivants :

la clientèle, l'achalandage, le nom commercial et l'enseigne ;
le droit au bail des locaux où ledit fonds est exploité ;
le matériel et le mobilier commercial selon inventaire annexé aux présentes ;

l'abonnement téléphonique et le numéro d'appel ;04 97 23 12 60

Aucun des éléments de matériel, de mobilier, aucune marchandise ou matière consommable n'est

prêté ou loué à la société ou déposé par un tiers dans le fonds ci-dessus, à l'exception des biens et équipements visés au
paragraphe " D " ci-après ..

C - ORIGINE DE PROPRIETE DES IMMOBILISATIONS

La société est propriétaire de son fonds pour l'avoir créé le 10 février 1998.

D - ENONCIATION DES DROITS DE PRIVILEGE

Le fonds de commerce de la société n'est grevé d'aucune inscription de privilège de quelque nature que ce soit, sauf les
suivantes :

une inscription de crédit bail mobilier prise le 14 septembre 1998, numéro 545, au profit de GE CAPITAL
EQUIPEMENT FINANCE sise 92736 NANTERRE CEDEX - 52, avenue des Champs Pierreux pour du matériel
informatique comprenant 6 configurations INTEL, 6 moniteurs marque INTEL PENTIUM II année 1998, mobilier
marque IKEA,
une inscription de contrat de location prise le 7 août 2002 n°539 au profit de LOCAM SA sise 42000 SAINT
ETIENNE - 2, boulevard des Etats-Unis pour une fontaine,
une inscription de contrat de location prise le 4 septembre 2000 n°435 au profit de KBC LEASE FRANCE sise 69006
LYON 06 - 55, avenue Foch, pour 2 expresso FONTEX SAECO GRAIN et quatre fontaines,

Ces deux dernières inscriptions ont été prises pour une créance de 19.930 €.

Aucun des éléments de ce fonds ne fait l'objet d'une saisie ou d'un empêchement quelconque à sa cession.

E - ENONCIATION DES BAUX ET DROITS D'OCCUPATION

Les locaux dans lesquels la société exerce ses activités lui ont été loués aux termes d'un bail précaire en date à Valbonne du 3
juin 2002 par la société MEDIATHEL S.A. sise à SOPHIA ANTIPOLIS (Alpes- Maritimes) - route des Crêtes, pour une
durée minimale d'un an et maximale de 23 mois à compter du 1er juillet 2002 pour se terminer au plus tôt le 30 juin 2003 et
au plus tard le 31 mai 2004.

Le loyer actuel est de 5.350 € par mois. Il s'applique depuis le 1er juillet 2002. Elle a versé entre les mains de son bailleur un
dépôt de garantie de 16.000 €.

La destination contractuelle des lieux loués entre dans le cadre de l'objet social de la société CENTILE EUROPE c'est-à-
dire des activités de bureau et de réception de la clientèle.

Une lettre recommandée avec avis de réception de résiliation du bail précaire a été adressée par la société CENTILE
EUROPE à la société MEDIATHEL S.A., propriétaire des locaux, le 15 avril 2003 et la société CENTILE EUROPE doit
quitter les lieux le 16 juillet 2003.

La société ne doit ni loyer, ni taxes, charges ou arriérés quelconques.

Aucune demande en exécution de travaux ne lui a été faite; elle n'a pas sous-loué en tout ou en partie les locaux loués.

La société s'est toujours conformée aux conditions de bail; il n'existe aucun différend entre elle et son bailleur et elle n'a
reçu aucune sommation de payer ou d'exécuter.

Au sujet dudit bail, le cédant déclare :



Qu'aucune sous-location ou aucun droit d'occupation n'ont été consentis ;
Qu'aucune sommation d'exécuter l'une quelconque des charges et conditions du bail ni qu'aucun

congé n'ont été délivrés par le bailleur avec qui il n'existe aucun différend de caractère locatif ;

Qu'aucune contravention aux clauses du bail n'a été commise, tant par le cédant que par ses

prédécesseurs, susceptible de permettre au bailleur l'exercice d'un quelconque recours contre la

société.

La société est actuellement à la recherche de nouveaux locaux pour l'installation de son siège social et de ses activités.

Le cessionnaire déclare qu'il fera son affaire personnelle de la recherche de ces nouveaux locaux et de la conclusion de toute
convention qui permettra à la société d'avoir la jouissance de tels locaux dès le 16 juillet 2003, et ce sans aucune obligation
de garantie à ce propos de la part du cédant.

La société Centile Europe s'est vue également consentir un bail commercial par la Cancava au terme d'un acte sous seing
privé en date du 17 décembre 1999 pour des locaux situés aux 120 route des Macarons, Valbonne 06560 et pour une durée
de neuf (9) années ayant commencé à courir le 1er octobre 1999, et devant s'achever le 30 septembre 2008.

Le cédant déclare que ce droit au bail doit être cédé au profit d'une société du groupe américain " 8x8 ", moyennant le
remboursement, par cette société du dépôt de garantie versé à la Cancava d'un montant de 8 092,01 €-. Cette cession ne
pourra intervenir que sous réserve de l'accord de la Cancava. Le cessionnaire déclare en prendre acte et accepte que dans
l'hypothèse ou la Cancava refuserait d'autoriser cette cession, la société Centile Europe poursuivrait l'exécution de ce bail
jusqu'à la fin de la période triennal en court, soit le 30 septembre 2005. Une copie de ce bail demeura annexée au présent
acte.

F - DESCRIPTION DE LA COMPTABILITE ET DE L'EXPLOITATION

1 - Inventaire de la comptabilité

La comptabilité de la société est tenue sur les livres dont le code de commerce prescrit la tenue. Cette comptabilité est révisé
par un commissaire aux comptes, le Cabinet PriceWaterhouseCoopers.

Ces livres feront, en suite des présentes, l'objet de la part du cédant et du cessionnaire, d'un inventaire et d'un visa.

2 - Chiffres d'affaires et bénéfices réalisés depuis trois ans

Années Chiffres d'affaires Bénéfices

2001 3.221.883 € 990.873 €

2002 2.565.997 € 67.593 €

2003 1.478.753 € 145.992 €

Observations faites :

que les chiffres d'affaires sont donnés pour leur montant hors taxes.
que les indications ci-dessus énoncées concernent la période du 1er avril au 31 mars.

3 - Engagements hors bilan

La société n'a donné aucun engagement à ce titre et elle n'en a reçu aucun.

Elle n'est ni caution ni avaliste de quiconque et n'a conclu aucune convention de crédit-bail en cours de validité, ni de
contrats spécifiques d'entretien ou autres à l'exception de ceux énoncés au paragraphe " D " ci-dessus.

4 - Déclarations diverses

a) La société ni aucun de ses membres n'est en état de faillite personnelle, liquidation ou redressement judiciaire ou de
cessation de paiements.

b) Il n'existe aucune interdiction administrative ou autres à l'exploitation du fonds de commerce social.

c) L'exploitation de la société s'effectue normalement en conformité des lois et règlements ; le fonds de commerce n'a fait
l'objet d'aucune mesure de suspension ou de fermeture administrative.



Aucune infraction de police, voirie, hygiène, réglementation économique, droit du travail ou autre, n'a été relevée contre la
société.

Les locaux et installations actuels sont conformes aux normes et aux règles d'hygiènes et de sécurité et la société a fait
vérifier aux dates prévues par les services compétents lesdites installations. La société est donc à jour de toutes les visites
réglementaires et n'a reçu à l'occasion desdites visites aucune injonction d'avoir à réaliser des travaux à laquelle elle
n'aurait pas déféré.

d) La société n'est grevée d'aucun autre passif que celui résultant de son exploitation normale.

Notamment, il n'existait, au jour où a été établi le bilan joint aux présentes après certification du cédant, aucun autre passif
social que celui figurant audit bilan.

Il n'existe aucune vérification fiscale ou sociale prévue ou en cours.

e) La société n'est partie ni en demande ni en défense dans un procès avec quiconque.

5 - Conventions conclues par la société

a) La société a souscrit un ensemble d'abonnements auprès des opérateurs de téléphonie et de radiotéléphonie suivants :

b) Elle a souscrit une assurance contre les risques habituels auprès de la compagnie d'assurance :

c) Elle emploie le personnel suivant :

Nom Fonction Ancienneté
BENSOUSSAN Ingénieur 14.08.2000

BONNEVAL Ingénieur 12.11.2001
BRUNO Ingénieur 17.07.2000
CAUCHY P.D.G. 13.11.2000
DALMASSO Ingénieur 11.01.1999
DE MORAES Assistante export 03.06.2002
DILLE Ingénieur 09.07.1999
GIRONI Ingénieur 06.07.1998
PICHON Resp. Adm. financier 03.06.2002

POURCELOT Resp. service clientèle 01.03.2001

RENOU Ingénieur 16.08.1999
SINGERY Ingénieur 05.10.1999
VENTADOUX Ingénieur 10.04.2000
WEBERT Resp. production 14.11.2001

Observation étant ici faite que la société a entreprise une procédure de licenciement pour l'ensemble du personnel énuméré
ci-dessus à l'exception de Monsieur CAUCHY, président du conseil d'administration et de Madame DALMASSO et de
Messieurs GIRONI et BRUNO.

Ces trois derniers salariés quitteront la société le 30 juin 2003 pour être embauchés par un société du groupe américain "
8x8 ".

Le cédant acquittera l'ensemble des frais et coûts de toute nature inhérents à ce transfert de salariés (congés payés
notamment).

Le cessionnaire fera son affaire personnelle, sans recours contre le cédant, des négociations avec les personnes licenciées
nommées ci-dessus, du maintient ou de l'annulation de la procédure de licenciement.

d) La société déclare n'avoir conclu avec aucun client ou fournisseur de convention d'exclusivité de fournitures actuellement
en cours de validité.

e) Le cédant s'engage à remettre au cessionnaire la correspondance avec ses clients européens, les fichiers de clientèle et
fournisseurs, s'ils existent et d'une manière générale à le confirmer auprès de ses relations commerciales et professionnelles
européennes comme son successeur.

G - DECLARATIONS SUR LA LIBRE CESSIBILITE DES TITRES

Le cédant déclare que les droits sociaux qui sont l'objet des présentes sont libres de tout nantissement ou saisie-arrêt et,
d'une manière générale, de tout empêchement à leur cession.



Il déclare également qu'aucun des associés de la société n'est sous tutelle ou sous curatelle ou frappé d'une mesure
d'indisponibilité, en instance de divorce ou de séparation de corps et que rien dans leur situation matrimoniale ou leur
capacité juridique ne leur interdit de procéder à la présente cession de droits sociaux.

 

II - DÉCLARATIONS DU CESSIONNAIRE

 

Le cessionnaire prend et accepte les déclarations du cédant.

Il déclare :

Prendre les droits sociaux de la société dans leur état au jour du transfert de jouissance convenu comme constituant
chacun un tantième de l'ensemble décrit ci-dessus, ensemble qu'il déclare bien connaître pour avoir eu le loisir d'en
étudier chacun des éléments.
Avoir pu étudier la comptabilité de la société, les statuts de celle-ci et, s'il y a lieu, les diverses modifications qui ont pu
les affecter.
Etre maître de ses droits, n'être l'objet d'aucune mesure, décision et d'une manière générale d'aucun fait susceptible
de lui interdire l'exercice du commerce et la direction des sociétés commerciales.

Avoir la qualité de résident de.........au sens de la réglementation des changes. Ceci exposé,

III - ÉTABLISSEMENT DES MODALITÉS FINANCIÈRES
DE LA CESSION

A - DATE DU TRANSFERT DE PROPRIETE ET DE JOUISSANCE

Les parties fixent au 1er juillet 2003 la date du transfert de propriété des droits sociaux cédés, ainsi que la date du transfert
de jouissance.

A compter de cette date, le cessionnaire aura seul vocation aux dividendes qui pourraient être mis en paiement, même au
titre de bénéfices correspondant à une période d'exploitation antérieure à cette date de transfert de propriété et de
jouissance.

B - MODALITES DE DETERMINATION DU PRIX DES DROITS SOCIAUX CEDES

Les parties ont arrêté forfaitairement à la somme de UN MILLION CENT MILLE EUROS (1.100.000 €) la valeur nette des
747.160 actions détenues par le cédant.

Le prix a été déterminé à l'issue d'un audit juridique, comptable, financier et d'une manière générale des conditions de
fonctionnement de la société diligenté à l'initiative du cessionnaire et, en outre, au vu de la situation comptable arrêtée au 31
mars 2003.

Ce prix sera maintenu pour autant que la situation comptable qui sera arrêtée au 30 juin 2003 fasse ressortir des capitaux
propres d'un montant au moins égal à 1.697.121 €.

Aucune majoration du prix ci-dessus arrêté ne pourra être exigée du cédant si les capitaux propres de la société à cette date
sont supérieurs à 1.697.121 €.

Cependant si les capitaux propres à cette même date étaient d'un montant inférieur et à condition que cette variation à la
baisse soit supérieure à 50.000.€, le prix sera diminué à due concurrence.

Il est rappelé que la société détient une créance " client " sur la société CENTILE Inc. et que cette créance sera, pour son
montant au jour du transfert de propriété et de jouissance convenu ci-avant (1er juillet 2003), compensée à due concurrence
avec la créance que détiendra à cette même date la société américaine " 8x8 " sur la société CENTILE EUROPE.

Si après cette opération de compensation, il subsistait un reliquat de la créance détenue sur CENTILE Inc, cette créance ne
serait pas exigée et son abandon en serait consenti. Si, à l'inverse, il subsistait un solde positif de la créance de " 8x8 ", cette
dernière en consentira l'abandon.

Le cédant se porte fort de la ratification de la présente clause par la société " 8x8 "

Il est bien entendu que le cessionnaire reprendra la société avec l'intégralité de ses dettes courantes d'exploitation telles
qu'elles ressortiront de la situation comptable qui sera arrêtée à la date du 30 juin 2003.

C - MODALITES DE PAIEMENT DU PRIX

Le prix ci-dessus convenu de part et d'autre est stipulé payable de la manière suivante :



un dixième, soit CENT DIX MILLE EUROS (110.000 €) à la signature du présent acte. Cette somme de CENT DIX
MILLE EUROS (110.000 €) a été payée à l'instant même par le cessionnaire au cédant qui le reconnaît et en consent
quittance d'autant, par chèque tiré sur la banque...........
Vingt pour cent (20%) 45 jours après la signature des présentes
Trente cinq pour cent (35 %) quatre mois après la signature des présentes.
Trente cinq pour cent (35 %) au plus tard le 31 décembre 2003

A la garantie du paiement de la fraction de prix stipulée payable à terme, le cessionnaire s'oblige à fournir la garantie à
première demande d'une banque française et ce au plus tard le 1er juillet 2003.

A défaut, le transfert de propriété et de jouissance des 747.160 actions matérialisé par la remise des ordres de mouvements
d'actions au cessionnaire et l'inscription de celui-ci sur le registre des mouvements d'actions tenu par la société sera reporté
à la date de production de cette garantie

 

CONSTITUTION DE SEQUESTRE

Dans l'attente de la production de la situation comptable au 30 juin 2003, les parties conviennent qu'une somme de
CINQUANTE MILLE EUROS (50.000 €)

demeurera séquestrée par la COMPAGNIE FIDUCIAIRE ANTIBOISE, 11 Place de Gaulle, rédacteur des présentes, à la
CAISSE DES RÈGLEMENTS DES AVOCATS AU BARREAU DE GRASSE, par abréviation C.A.R.S.A.G.

La COMPAGNIE FIDUCIAIRE ANTIBOISE aura pour mission, dès présentation du bilan définitif, d'arrêter les comptes
entre les parties et, au vu dudit bilan permettant de vérifier le montant des capitaux propres de la société, de remettre ladite
somme au cédant, déduction faite s'il y a lieu de la variation à la baisse des capitaux propres selon ce qui est défini au
paragraphe "B " ci-dessus.

D - GARANTIES PAR LE CEDANT

Le cédant s'engage à garantir et garantit dès à présent, la sincérité du bilan établi à la date du transfert de jouissance.

En conséquence, il s'engage à supporter personnellement toute différence qui apparaîtra entre la situation réelle de la
société et la situation qui résulterait du bilan et, en sens inverse, il profitera de toute différence en sa faveur.

De plus, en ce qui concerne la position de la société au regard de sa situation fiscale, le cédant déclare que les résultats
fiscaux ont été établis selon la législation en vigueur, que toutes les déclarations à ce titre ont été régulièrement effectuées et
qu'elles sont sincères.

Il déclare qu'il en est de même en ce qui concerne les cotisations de sécurité sociale, allocations familiales et autres.

Il déclare que la société est à jour du paiement de ses impôts et du paiement de ses cotisations de sécurité sociale et autres et
que, d'une manière générale, la société a satisfait à toutes ses obligations en matière de réglementation fiscale, sociale, de
droit du travail ou autre.

En conséquence, le cédant garantit personnellement l'acquéreur et la société contre le résultat de toutes réclamations
relatives aux obligations ci-dessus et s'engage a faire son affaire personnelle du règlement de tous impôts, droits, taxes,
contributions, de toute nature, ainsi que toutes pénalités, amendes, intérêts ou indemnités de retard.

Il s'engage, de même, à garantir l'acquéreur et la société contre le résultat de toutes réclamations, généralement
quelconques, de tous tiers dont la cause serait antérieure au jour fixé ci-dessus pour le transfert de propriété et de
jouissance.

Toutefois, l'engagement de garantie qui précède ne pourra être exécuté par le cédant que dans la mesure et sous la condition
que l'acquéreur lui fasse part immédiatement des réclamations dont il s'agit et lui communique tous documents comptables
ou autres propres à assurer sa défense.

A cet effet, l'acquéreur s'engage à informer le cédant et à lui transmettre tous documents utiles dans un délai maximum de
huit jours de la date de réception de la réclamation.

Les frais de toutes procédures entreprises ou soutenues comme résultant des présentes stipulations, seront supportés par le
cédant.

Le présent engagement de garantie expirera sans formalité le 31 décembre 2006.

Le cessionnaire dispense expressément le cédant de fournir quelque garantie réelle que ce soit pour assurer l'exécution du
présent engagement.



Le cessionnaire reconnaît avoir été informé que la société CENTILE EUROPE est titulaire d'une créance au titre du crédit
d'impôt recherche fixée à la somme de 1.400.751 € et qu'elle doit en demander prochainement le remboursement à
l'administration fiscale française.

Il est expressément convenu entre les soussignés que si l'administration fiscale refusait le remboursement d'une quelconque
quote-part de ce crédit impôt recherche, ceci ne serait en aucune manière susceptible d'entraîner une diminution du prix ci-
dessus offert, le cessionnaire déclarant faire son affaire personnelle à ses frais et sans recours contre le cédant de toute
procédure contentieuse contre l'administration fiscale, devant tous degrés de juridiction.

Le remboursement par l'Administration fiscale de tout ou partie de ce crédit d'impôt sera sans incidence sur le prix
exprimé ci-dessus.

 

IV - ÉTABLISSEMENT DES MODALITÉS DIVERSES DE LA CESSION

 

A - CLAUSE DE NON CONCURRENCE

Le cédant s'engage à ne pas exploiter directement ou indirectement ni à s'intéresser à une entreprise de même nature que
celle qui est la propriété de la société, pendant une durée de dix-huit mois à compter de ce jour et sur l'ensemble du
territoire de L'Union Européenne.

B - CLAUSE COMPROMISSOIRE

Tous les litiges auxquels la présente convention pourra donner lieu pour son interprétation, son exécution ou sa réalisation,
seront, de convention expresse, déférés à la juridiction exclusive d'un ou de plusieurs arbitres, personnes physiques.

Si les parties ne peuvent s'entendre sur le choix d'un seul arbitre, il sera constitué un tribunal arbitral composé de trois
arbitres.

Chacune des parties désignera son arbitre et les arbitres ainsi nommés en désigneront un troisième.

A défaut de l'une de ces désignations, le président du tribunal de commerce du lieu du siège de la société désignera le ou les
arbitres manquants.

Le président du tribunal de commerce, saisi comme en matière de référé, par la partie ou l'arbitre le plus diligent, statuera
par ordonnance non susceptible de recours.

Les arbitres règleront la procédure arbitrale sans être tenus de suivre les règles établies par les tribunaux ; ils statueront
comme amiables compositeurs.

Toutefois, les parties se réservent expressément la voie de l'appel, quel que soit l'objet du litige ou la décision rendue.

C - CONVENTION PARTICULIERE

CENTILE Inc s'oblige à céder à CENTILE EUROPE le droit de développer et d'exploiter sans exclusivité ni limitation et
avec faculté de transfert de ce droit, le logiciel " IntraSwitch ", dans son état de développement au jour du transfert de
propriété des titres objet des présentes tel que décrite en annexe.

CENTILE Inc s'oblige à céder à CENTILE EUROPE, ce qui est accepté par le cessionnaire, la propriété du nom de
domaine Internet " www.centile.com ", et s'interdit d'en faire tout usage, directement ou indirectement, à quelque titre que
se soit, sans l'accord expresse et écrit de la société CENTILE EUROPE.

En outre, CENTILE Inc transférera gratuitement à CENTILE EUROPE le bénéfice des contrats commerciaux dont la liste
figure en annexe.

D - NOTIFICATION - DOMICILE

Toutes notifications, sommations et commandements à effectuer en vertu des présentes, le seront valablement par lettre
recommandée avec avis de réception adressés, savoir :

pour le cédant, au siège de la société " CENTILE.INC "en son siège social sus-indiqué,
pour le cessionnaire, en son siège social sus- indiqué.

E - FRAIS DROITS HONORAIRES

Tous les frais, droits et honoraires de la présente cession seront supportés par le cessionnaire qui s'y oblige.



F - ANNEXES

Sont annexés aux présentes après visa des parties :

la liste des contrats commerciaux
description de la technologie " IntraSwitch "
la situation comptable au 31 mars 2003,
l'inventaire du matériel,

Dont acte dressé en double exemplaire, comportant :

pages :
mot nul :
chiffre nul :
ligne nulle :
barre en autant de ligne en blanc :
renvoi approuvé :

Les jour, mois et an que dessus.

ANNEXES

LISTE DES CONTRATS COMMERCIAUX

 

A- CLIENT

SONG NETWORKS AB

Hangövägen 25, SE-115 74 Stockholm, Sweden
Signataire Christer Anderson
Titre du contrat " Purchase Agreement "
Date de signature 1er mai 2001
Date d'expiration 31 décembre 2002

SONG NETWORKS SVENSKA AB

Hangövägen 25, SE-115 74 Stockholm, Sweden
Signataire Christer Anderson
Titre du contrat " Purchase Agreement Endorsement "
Date de signature 15 février 2003
Date d'expiration 31 décembre 2003

ELISA SOLUTIONS (former DATATIE)

Malmin Kauppatie 8A - 00700 Helsinki, Finland
Signataire Pekka Karppinen
Titre du contrat " Master Procurement Agreement "
Date de signature 22 novembre 2001
Date d'expiration 22 novembre 2004

ELISA SOLUTIONS (former DATATIE)

Malmin Kauppatie 8A - 00700 Helsinki, Finland
Signataire Pekka Karppinen
Titre du contrat " Strategic Referral Partnership Agreement "
Date de signature 17 décembre 2002
Date d'expiration 17 décembre 2004

B- REVENDEUR 



A SCOM FINTEL OY

Ralssitie 7A, 01510 Vantaa, Finland 
Signataire Jukka Rintala
Titre du contrat " Reseller Agreement " 
Date de signature 16 décembre 2002
Date d'expiration 16 décembre 2003

ARTHUS TECHNOLOGIES

3 bis Cours des Bastions, 1205 Geneva, Switzerland 
Signataire Dominique Varloud 
Titre du contrat " Reseller Agreement "
Date de signature 10 décembre 2002
Date d'expiration 10 décembre 2003

ENEC SPECIAL NETWORKING SERVICES APPLICATIONS LTD

25 Paianias Str,, 15771, Athens, Greece
Signataire Ioannis Zevgolatakos 
Titre du contrat " Reseller Agreement "
Date de signature 31 janvier 2003 
Date d'expiration 31 janvier 2004

C- PARTENAIRE 

SWISSVOICE

ZI La Bergerie, 74 131 Bonneville - France
Signataire Bernard Cribier,
Titre du contrat " Occasional Intermediary Agreement "
Date de signature 28 mars 2002
Date d'expiration 31 décembre 2002

ADTECH

Rue Nicols Fossoul, 52 - 4100 Boncelles
Signataire Jean-Pierre Bianchi
Titre du contrat " Occasional Intermediary Agreement "
Date de signature 30 juillet 2002
Date d'expiration 31 décembre 2003

DESCRIPTION DE LA TECHNOLOHIE " INTRASWITCH "

L'ensemble des fichiers informatiques associés aux composants logiciels listés ci-dessous, quelque soit leur nature. Ce
logiciel, ayant comme dénomination commerciale " Hosted IP-PBX Server ", est composé, de manière non-exhaustive, des
applications informatiques suivantes :

SERVER MANAGER

Logiciel informatique conçu en langages Java ayant comme fonction le contrôle du fonctionnement des applications
dénommées iPbx Manager.

IPBX MANAGER

Logiciel informatique conçu en langages Java en vue de fournir les fonctions d'un système téléphonique d'entreprise.

MEDIA SERVER

Logiciel informatique ayant comme fonction le contrôle de l'acheminement de la voix lors d'une conversation téléphonique.
Deux (2) versions sont disponibles :



La version dénommée RTPMS conçu en langage C.
La version dénommée VRX: conçu en langage Java.

SWITCHBOARD

Logiciel informatique conçu en langages Java en vue de fournir le service de standard téléphonique.

COMMUNICATION CENTER

Logiciel informatique conçu en langage Java et HTML ayant comme fonction le contrôle, par l'utilisateur, de son poste
téléphonique.

SOFTPHONE

Logiciel informatique conçu en langage Java en vue de simuler les fonctions d'un poste téléphonique à partir d'un
ordinateur.

SIGNALING GATEWAY

Logiciel informatique ayant comme fonction la gestion des informations de contrôle associée à l'établissement d'une
communication téléphonique ou de toute autre action sur un appel téléphonique en cours. Quatre (4) versions sont
disponibles :

La version opérationnelle, dénommée SGW-IR-74, ainsi que la dernière version produite,

dénommée SGW-IR-75, dédiée au système d'exploitation SUN Solaris,

La version opérationnelle dédiée au système d'exploitation Linux.
La version fournissant la fonction spécifique prénommée " Peer to Peer " pour le système

d'exploitation SUN Solaris.

MICROPROGRAMMES DES MEDIAHUB 4 (MH4) ET MEDIAHUB 1 (MH1)

Microprogramme opérationnel, désigné sous la référence ATS-GM-27 et ATS-GM-32, ainsi que la dernière version
produite, désignée sous la référence ATS-GM- 35 supportant le protocole MGCP ayant pour fonction le contrôle de
l'équipement dénommé le MediaHub quatre (4) ports (MH4).
L'application dénommée " Boot Loader " dans sa version opérationnelle, ainsi que la dernière

version produite, pour le MediaHub quatre (4) ports (MH4).

Dernière version produite du microprogramme opérationnel supportant le protocole MGCP pour le

MediaHub un (1) port (MH1)

La version dites " NAT traversal enabled " du microprogramme supportant le protocole MGCP pour le MediaHub
un (1) port (MH1)
Version finale du microprogramme supportant le protocole SIP pour le MediaHub un (1) port (MH1)
La version opérationnelle, ainsi que la dernière version produite, de l'application dénommée " Boot Loader " pour le
MediaHub un (1) port (MH1).

OUTILS LIES A L'EXPLOITATION DE LA TECHNOLOGIE INTRASWITCH

L'outil d'installation et de mise à jour du produit dénommé install.sh.
Outils d'investigation dénommé filter.pl et toau.pl
Outils de traitement des " Call Data Record ", dénommé cdr-stat.pl et cdr-filter.pl



Exhibit 31.1

CERTIFICATION PURSUANT TO

RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934

AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bryan R. Martin, certify that:

1. I have reviewed this quarterly report on Form 10-Q of 8x8, Inc.;

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)) for the registrant and we 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. 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

c. 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; and

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 controls 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.

 

October 30, 2003

/S/ BRYAN R. MARTIN
Bryan R. Martin
President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION PURSUANT TO

RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934

AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James Sullivan, certify that:

1. I have reviewed this quarterly report on Form 10-Q of 8x8, Inc.;

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)) for the registrant and we 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. 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

c. 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; and

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 controls 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.

October 30, 2003

/S/ JAMES SULLIVAN
James Sullivan
Chief Financial Officer, Vice President of Finance and Secretary



Exhibit 32.1

CERTIFICATION PURSUANT TO

18 U.S. C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of 8x8, Inc. (the "Company") on Form 10-Q for the period ended September 30, 2003 as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), I, Bryan R. Martin, President and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

 

/S/ BRYAN R. MARTIN
Bryan R. Martin
President and Chief Executive Officer



Exhibit 32.2

CERTIFICATION PURSUANT TO

18 U.S. C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of 8x8, Inc. (the "Company") on Form 10-Q for the period ended September 30, 2003 as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), I, James Sullivan, Chief Financial Officer, Vice President of Finance and
Secretary of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

 

/S/ JAMES SULLIVAN
James Sullivan
Chief Financial Officer, Vice President of Finance and Secretary




