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PART I

Forward-Looking Statements and Risk Factors

Statements contained in this annual report on Form 10-K, or Annual Report, regarding our expectations, beliefs,
estimates, intentions or strategies are forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Any statements contained herein that are not
statements of historical fact may be deemed to be forward-looking statements. For example, words such as "may,"
"will," "should," "estimates," "predicts," "potential," "continue," "strategy," "believes," "anticipates," "plans,"
"expects," "intends," and similar expressions are intended to identify forward-looking statements. You should not
place undue reliance on these forward-looking statements. Actual results and trends may differ materially from
historical results and those projected in any such forward-looking statements depending on a variety of factors. These
factors include, but are not limited to:

market acceptance of new or existing services and features,• 
customer acceptance and demand for our cloud communication and collaboration services,• 
changes in the competitive dynamics of the markets in which we compete,• 
the quality and reliability of our services,• 
customer cancellations and rate of churn,• 
our ability to scale our business,• 
customer acquisition costs,• 
our reliance on infrastructure of third-party network services providers,• 
risk of failure in our physical infrastructure,• 
risk of failure of our software,• 
our ability to maintain the compatibility of our software with third-party applications and mobile platforms,• 
continued compliance with industry standards and regulatory requirements in the United States and foreign countries in which we
make our software solutions available, and the costs of such compliance,

• 

risks relating to our strategies and objectives for future operations, including the execution of integration plans and realization of the
expected benefits of our acquisitions,

• 

the amount and timing of costs associated with recruiting, training and integrating new employees,• 
timing and extent of improvements in operating results from increased spending in marketing, sales, and research and development,• 
introduction and adoption of our cloud software solutions in markets outside of the United States,• 
risk of cybersecurity breaches,• 
general economic conditions that could adversely affect our business and operating results,• 
implementation and effects of new accounting standards and policies in our reported financial results, and• 
potential future intellectual property infringement claims and other litigation that could adversely effect our business and operating
results.

• 

The forward-looking statements may also be impacted by the additional risks faced by us as described in this Annual
Report, including those set forth under the section entitled "Risk Factors." All forward-looking statements included in
this Annual Report are based on information available to us on the date hereof, and we assume no obligation to update
any such forward-looking statements. Readers are urged to carefully review and consider the various disclosures made
in this Annual Report, which attempt to advise interested parties of the risks and factors that may affect our business,
financial condition, results of operations and prospects.

Our fiscal year ends on March 31 of each calendar year. Each reference to a fiscal year in this Annual Report, refers to
the fiscal year ended March 31 of the calendar year indicated (for example, fiscal 2018 refers to the fiscal year ended
March 31, 2018). Unless the context requires otherwise, references to "we," "us," "our," "8x8" and the "Company"
refer to 8x8, Inc. and its consolidated subsidiaries.

ITEM 1. BUSINESS

Overview
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A provider of enterprise cloud communications solutions, 8x8 helps businesses get their employees, customers and
applications talking, and to make people more connected and productive worldwide. From a unified, proprietary
platform, we offer unified communications, team collaboration, conferencing, contact center, analytics and other
services to our business customers on a Software-as-a-Service (SaaS) model.

2
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Small businesses were the first to transition their communications to the cloud starting several years ago, often based
on its cost effectiveness, ease of deployment and inherent flexibility. Now, larger businesses that have adopted
cloud-based solutions for other applications and processes are increasingly looking to modernize their
communications in a similar fashion. We believe this adoption is being driven by the convergence of several market
trends, including the increasing costs of maintaining installed legacy communications systems; the fragmentation
resulting from use of multiple on-premises systems, which has worsened as workforces have become more distributed
and international; and the proliferation of personal mobile devices in the workplace.

Our solutions offer businesses a secure, reliable and simplified approach for businesses to transition their legacy,
on-premises communications systems to the cloud. Our comprehensive solution, built from core cloud technologies
that we own and manage internally, enables 8x8 customers to rely on a single provider for their global
communications, contact center and customer support requirements. Combining these services allows our customers
to eliminate information silos and expose vital, real-time communications data spanning multiple services,
applications and devices which, in turn, can improve productivity, business performance and customer experience.

Our customers are spread across more than 150 countries and range from small businesses to large enterprises with
more than 10,000 employees. In recent years, we have increased our focus on the mid-market and enterprise customer
segments, and in fiscal 2018, we generated a majority of our new services revenue from customers in these business
segments.

The Challenge

Businesses today face increasing cost and complexity with deployments of communications and collaboration
solutions. Companies of all sizes are managing a global, distributed workforce that seeks to leverage multiple forms of
communication in their day-to-day interactions. The rapid rise of mobile devices in the enterprise has created demand
for bring-your-own-device (BYOD) integration as part of a typical business' communications needs. CIOs and IT
leaders are also increasingly focused on delivering superior customer experience as a strategic priority, and seeking
ways to leverage their communications infrastructure to enable more personalized and productive customer
interactions. Companies are looking to increase their competitive edge by also integrating their communications with
Enterprise Resource Planning (ERP), Customer Relationship Management (CRM), Human Capital Management
(HCM) applications, and other back-office IT (information technology) systems within their communications
infrastructure. Further complicating matters, business users are circumventing their IT departments by using a variety
of self-selected third-party tools for team communications and collaboration, driving a shift in the buying center for
communications and collaboration from IT to individuals, a phenomenon known in the industry as "shadow IT."

We believe traditional on-premises communications systems are unable to accommodate all of these needs in a
cost-efficient manner. In addition to being difficult to deploy and expensive to maintain in multiple locations for a
globally distributed workforce, these solutions often fail to provide the mobility, business continuity and integration
capabilities required by modern business customers. BYOD demands from employees further complicate the delivery
of a company-wide communication system using on-premises equipment. The result is a patchwork of
communications systems with security risks that stretch across the organization and lost productivity.

The 8x8 Solution

We offer a scalable cloud communications platform comprising voice, chat, team collaboration, contact center, and
analytics for businesses of all sizes across the globe. The key attributes of the 8x8 solution include:

Intelligent Communication and Collaboration within a Single Integrated Software Platform. We believe
that integrated communications and collaboration drives more efficient employee and customer engagement
and greater business productivity. We are unique among our competitors in that we own the core technology
and manage the platform behind all of our services (voice, call center and collaboration). We believe having

• 
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control over our entire platform enables us to deliver a more unified and seamless experience for our
customers across all aspects of the service — from the user interface, to the technical support experience. In
addition, our 8x8 Sameroom technology helps our customers tear down information silos by providing
interoperability among multiple third-party collaboration tools.

Big Data, Analytics, and Artificial Intelligence. We have developed a suite of web-based analytics tools to
help customers make informed decisions based on underlying communications data associated with 8x8
services and supported devices. We continue to make strategic investments in Artificial Intelligence (AI) and
Machine Learning (ML) to develop new capabilities and features for our customers such as context-rich
customer engagements, intelligent call routing and faster first-call resolution.

• 

3
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Global Reach®. 8x8's Global Reach® initiative refers to our global strategy to provide enterprise-grade
quality of service, reliability, security and support for our multinational customers. Our platform utilizes
intelligent geo-routing technology, and leverages 15 data centers across seven dispersed regions - United
States, Canada, United Kingdom, Continental Europe, Asia, South America, and Australia - to provide
consistently high call quality to customers worldwide.

• 

Integration with Third-Party Business Applications. Our software uses a combination of open application
program interfaces (APIs) and pre-built integrations to retrieve contextually relevant data from, and to
enhance the functionality of, customers' third-party applications, including Salesforce, Microsoft Dynamics,
Google, NetSuite, Zendesk, Oracle Sales Cloud, Bullhorn, and Hubspot.

• 

Intuitive User Experience.  Our web, desktop and mobile interfaces act as the communications portal for all
8x8 services and provide customers with a familiar and consistent user experience across all endpoints.

• 

Rapid Deployment. Business agility in the global, modern economy is a competitive necessity, and we
embrace the notion that communication services should be deployable as quickly as possible. Our services can
generally be provisioned in minutes from web-based administrative tools. We have automated our
provisioning, billing and other systems to provide greater speed and flexibility in deployment for our
customers. To ensure consistency and quality across our products and customer base, we have developed a
standard, yet flexible, deployment methodology that we refer to as Elite Touch®. We apply this systematic
approach to all of our deployments, regardless of size or complexity.

• 

Committed Service Quality over the Public Internet. We currently offer our qualifying enterprise customers
an "end-to-end" service level agreement (SLA), with meaningful uptime and voice quality commitments,
backed by service credits and a no-penalty early termination right for the customer under specified conditions.

• 

Emphasis on Security and Compliance.  We have invested heavily in achieving compliance with various
industry standards, and we believe we have created a top-down culture of security and compliance,
including a commitment to secure architecture and development.

• 

Our Strategy

We are committed to developing and delivering the most innovative, reliable, scalable and secure cloud software for
global business communications. Our strategy is informed by evolving market dynamics, including the growing
adoption of cloud communications, collaboration and contact center software by larger commercial and enterprise
customers, along with the unique attributes of our technology.

Key elements of our strategy include:

Positioning, Selling and Supporting our X Series Product Line. We expect to launch 8x8's latest product
innovation, X Series, in or around June 2018. Exemplifying our vision of a truly unified customer engagement
solution, we expect X-Series to be an array of packaged offerings that have increasingly powerful engagement
capabilities, including the packages that combine traditionally segregated unified communications and contact
center services into a single comprehensive offering. We intend to continue investing in positioning, selling
and supporting X-Series.

• 

Providing Superior, Enterprise Grade Functionality. We have invested in our software and software delivery
infrastructure to provide a high-level of availability, reliability, security and compliance, and will continue to
invest in this area. We intend to continue to expand our customer deployment and support capabilities,
including our program management, professional services, and partner delivery capabilities, to meet the needs
of larger, multinational customers.

• 
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Delivering One System of Engagement, providing for One System of Intelligence. We believe business
communications solutions are increasingly requiring a breadth of software capabilities, from simple voice and
team collaboration to complex multi-channel contact center capabilities, and we expect this trend to continue.
We believe our ability to deliver a full spectrum of capabilities within a single cloud platform from a single
vendor is a competitive advantage, especially for larger customers. We refer to this comprehensive set of
services and capabilities that manages all communications into and out of an enterprise on a single cloud
platform as a "system of engagement." By providing a common set of interaction capabilities and information
about how an enterprise communicates with customers, partners, and employees, the "system of engagement"
becomes the key business system to improve customer, partner, and employee experience with that enterprise.
Additionally, we plan to continue expanding these services within our platform, including extending our
contact center capabilities, adding deeper collaboration services, and bringing to market an increasing number
of analytics-driven applications — in the process further enhancing the system of engagement to what we refer
to as a "system of intelligence."

• 

Expanding our Global Footprint. As more and more businesses establish international operations, we believe
companies will view traditional communication solutions bridging multiple geographies and carrier networks
as cumbersome and expensive. We will continue to focus on expanding our ability to effectively and
efficiently deliver our services into the countries and regions we currently serve. In addition, we plan to
continue expanding the distribution of our services into new countries through a combination of organic
growth, regional acquisitions, and channel partners.

• 

4
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Acquiring Strategic Assets. We continue to identify, acquire and integrate strategic technologies, assets and
businesses to expand the breadth and adoption of our cloud software offerings and drive growth, both
domestically and internationally.

• 

Our Products

Powered by company-owned and managed technologies, 8x8's solutions serve businesses of all sizes, scaling readily
to serve large, globally distributed enterprise customers. All of our core software components work together and can
be combined into different bundles depending on the business needs of our customers.

Over the course of fiscal 2018, we offered a variety of classic products:

8x8 Virtual Office is a self-contained, feature rich, end-to-end solution that delivers high quality voice and
unified communications-as-a-service globally.

• 

8x8 Virtual Contact Center is a multi-channel cloud-based contact center solution that enables even the
smallest contact center to enjoy customer experience and agent productivity benefits that were previously
available only to large contact centers at a much higher cost.

• 

8x8 Virtual Office Meetings is a cloud-based video conferencing and collaboration solution that enables
secure, continuous collaboration with borderless high definition (HD) video and audio communications from
mobile and desktop devices anywhere in the world.

• 

8x8 Sameroom provides an interoperability platform that enables cross-team messaging and collaboration
within a large organization and between organizations. With the Sameroom technology, our customers can
collaborate across more than twenty disparate team messaging solutions.

• 

Script8 (Scripting Engine) is a dynamic communications flow and routing engine that offers a scripting
environment for intelligently routing communications data for specific workflows. Script8 allows end-users to
create simple, personalized and customizable communications experiences, including communications
control, external data source integration and intelligent routing.

• 

While these components have worked well together, the capabilities of these products are being further integrated into
a unified suite that we refer to as 8x8 X Series. We began releasing integrated product suites during our fiscal 2018
with offerings such as Virtual Office X8 Editions. During fiscal 2019, we will be accelerating the transition by driving
X Series adoption.

We intend to offer the following product plans and capabilities in the 8x8 X Series:

X1 through X4 are integrated suites that will provide efficient, intelligent, cloud-based, enterprise
engagement solutions. The packages will deliver high quality voice and unified communications-as-a-service
globally, enabling end users to use a single business phone number to place and receive calls at any supported
device (including desktop phones, computers with the 8x8 desktop software installed and mobile devices with
the 8x8 mobile app installed) over a broadband internet connection. Additionally, in ascending order, each
package will incrementally offer more features expected by demanding communications and collaboration
customers today, such as auto attendants; worldwide extension dialing; corporate directory with click-to-call
functionality; presence, messaging and chat; call recording; call monitoring; internet fax; and the ability to
interact contextually with inbound communication (email, call or chat). Customers can mix and match
packages within their business to most effectively meet the needs of individual users.

• 
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X Series Meetings is a cloud-based video conferencing and collaboration solution that enables secure,
continuous collaboration with borderless high definition (HD) video and audio communications from mobile
and desktop devices anywhere in the world. Meetings is integrated within the X Series desktop and mobile
experience, allowing users to schedule meetings, initiate instant collaboration on the fly, transition instant
messaging conversations into a meeting from a single application, share content, and record meetings.

• 

5
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Open Team Messaging Platform provides an integrated open team messaging platform to facilitate modern
modes of communication with support for direct messages, public and private team messaging rooms, short
messaging service (SMS), presence, emojis, and @mentions. 8x8 Sameroom technology provides
interoperability between 8x8 Team Messaging and 3rd party messaging platforms for cross-team messaging
and collaboration interactions between internal and external departments and organizations.

• 

X5 through X8 will deliver employee experience and deep customer engagement through integrated cloud
communication, contact center software and collaboration solutions. These packages build off the preceding X
Series bundles, adding intelligent, easy-to-use, rapid to deploy cloud contact center solutions or more robust
omni-channel cloud contact center solutions. Additionally, each package will incrementally offer different
features, such as self-services configuration, programmable IVR tool, automatic queuing and routing,
skills-based routing, browser-based agent console, multimedia management, real-time monitoring and
reporting, internal chat, voice recording and logging, historical reporting, customer call back, contact and case
management tools, and speech analytics.

• 

Our Technology

We introduced our first communications SaaS offering in 2002, and have since expanded our solutions, features and
capabilities. Our services are powered by internally-owned and operated technologies and are delivered to our
customers from our cloud communications platform. From inception through March 31, 2018 we have been awarded
more than 150 United States patents covering a variety of voice and video communications, signaling, processing,
analytics, and storage technologies. Many of our current patents apply to the communications software used in our
various SaaS solutions.

We developed our Global Reach patented technology with the goal of ensuring that 8x8 voice communications, placed
or received anywhere on the globe on any compatible device, can have the same consistent quality as a local call
within a single area code. Many hosted Voice over Internet Protocol (VoIP) solutions route call data through the same,
predetermined data center, regardless of the physical or geographic location of callers. By contrast, when an end-user
makes a call using our solution, our patented technology seeks out the closest data center to the caller's location,
subject to service quality, security and data sovereignty considerations. We call this "geo-routing." Our proprietary
technologies take into account current Internet and carrier network conditions and determine the best route virtually
instantaneously, ensuring that latency is minimized within the available routing options.

Our software solutions provide mission critical services to our business customers. Therefore, we have developed
technologies and architectures that embed high reliability and uptime into our software.

We believe one of the key areas that differentiates 8x8 from our competitors is the quality of our real-time service
delivery over the public Internet. Real-time voice is perhaps the most difficult application to be delivered over the
public Internet as there is no time for retransmission and there is little buffering that can be done without impacting
the quality of a real-time conversation. As such, quality of the connection well beyond just the available bandwidth is
the most important element of service delivery for VoIP. By having diverse routes and connectivity as well as full and
granular Border Gateway Protocol (BGP) control over these connections, 8x8 is constantly inspecting the state of the
Internet to optimize our service delivery to customers.

In addition, we have instrumented hundreds of thousands of 8x8 endpoints to provide details of quality of connection
information at the end of each call to 8x8's internal network operations environment. This is possible due to our full
control over the core networking stack and the transit connections in our data centers.  

Our technologies include a number of deployment methodologies that promote consistency and efficiency in the
implementation of our services , while driving customer adoption of our more advanced software features. We also
manage and port existing business numbers globally, and we provide local number porting services in more than 40
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countries. Our software provides connectivity to emergency services and other services required by
telecommunications regulations in different regions of the world. We have developed our own proprietary billing
software which is closely integrated with our products.

Finally, a key aspect of our technology, especially critical for larger enterprise customers and certain industry
verticals, such as healthcare, is our emphasis on security and compliance, which we have addressed through specific
measures such as our end-to-end encryption technologies and certifications with various regulations and industry
standards as described above.

6
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Sales, Marketing and Promotional Activities

We market our services directly to end users through a variety of means, including search engine marketing and
optimization, third-party lead generation sources, industry conferences, trade shows, webinars, and digital advertising
channels. We employ a direct sales organization, consisting of inside and field-based sales agents, and we partner with
an indirect channel partner network consisting of value-added resellers (VARs), master agents, independent software
vendors (ISVs), system integrators and service providers. We typically contract directly with the end customer and use
these channel partners to identify, qualify and manage prospects throughout the sales cycle, although we also have
arrangements with a number of partners who resell our services to their own customers, with whom we do not contract
directly. For mid-market and enterprise customers, our sales professionals work closely with inside technical support,
sales engineers and deployment specialists to develop customized solution proposals based on individual customer
requirements.

In fiscal 2018, we invested in new and unique demand generation programs for our channel partners, including new
partner enablement tracks with dedicated resources, online customer return on investment (ROI) tools, co-branded
marketing materials and our "PartnerConnect" portal which, among other capabilities, allows partners to launch and
manage multi-touch digital co- marketing campaigns.  We also continued to invest in developing partner deployment
and support certification programs.

We believe the 8x8 partner channel strategy has been a critical component of our strategy for winning large and
mid-market enterprise business, and in this most recent fiscal year, we significantly expanded and enhanced our global
partner program.

Competition

Given the size and stage of the current market opportunity and the breadth of our communications and collaboration
service platform, we face competition from many companies, including other cloud services providers,
communications and collaboration software vendors and incumbent telephone companies and other resellers of legacy
communications equipment. For more information regarding the risks associated with such competition, please refer
to our "Risk Factors" below.

Cloud Communications and Contact Center Services Providers

For customers looking to implement cloud-based communications, we compete with other cloud communication
software providers such as RingCentral, Fuze, Vonage, Five9 and InContact/Nice. We believe that the integration of
our services over a common platform, including contact center, differentiates our services from those offered by these
competitors.

Large Internet and Cloud Services Vendors

We also face competition from communications and collaboration software vendors such as Cisco, Google, Amazon
Web Services and Microsoft, some of which are well established in the communications industry while others have
only recently begun to market cloud communications solutions. Some of these competitors have developed strong
software solutions for its respective communications and/or collaboration silo. Many of these competitors are
substantially larger, better capitalized, and more well-known than we are. However, we believe that a collective
deployment of these software solutions is likely to be more expensive and cumbersome for customers, when compared
to similar deployments of our services.

Incumbent Telephony Companies and Legacy Equipment Providers
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Our cloud-based software replaces wire line business voice services sold by incumbent telephone and cable companies
such as AT&T, CenturyLink, Comcast, and Verizon Communications, often in conjunction with on-premises
hardware solutions from companies like Avaya, Cisco and Mitel. We believe that the solutions offered by these
competitors are typically more expensive to adopt, require cumbersome on-premises implementations, and need
regular hardware and IT infrastructure upgrades. Furthermore, the offerings often do not provide all the functionality
needed for larger customers to integrate their communication systems with their IT infrastructure, therefore requiring
additional system integration investments.

7
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Operations

Our operations infrastructure consists of data management, monitoring, control, and billing systems that support all of
our products and services. We have invested substantial resources to develop and implement our real-time call
management information system. Key elements of our operations infrastructure include a prospective customer
quotation portal, customer provisioning, customer access, fraud control, network security, call routing, call
monitoring, media processing and normalization, call reliability, detailed call record storage and billing and
integration with third-party applications. We maintain a call-switching platform in software that manages call
admission, call control and call rating and routes calls to an appropriate destination or customer premises equipment.

Network Operations Center

We maintain global network operations centers at our headquarters in San Jose, California and in Cluj-Napoca,
Romania, and employ experienced staff in voice and data operations in US, UK, and Romania to provide 24-hour
operations support, seven days per week. We use various tools to monitor and manage elements of our network and
our partners' networks in real time. We also monitor the network elements of some of our larger business customers.
Additionally, our network operations centers provide technical support to troubleshoot equipment and network
problems. We also rely upon the network operations centers and resources of our telecommunications carrier partners
and data center providers to augment our monitoring and response efforts.

In the event of a major disruption at a data center, such as a natural disaster, failover between data centers for 8x8
Virtual Office is designed to occur almost instantly and with minimal disruption. In addition, most of the maintenance
services performed by 8x8 do not interrupt the service we provide to customers. For example, we can move the core
call flow processing from one data center to another without dropping a call. We offer local redundancy (i.e., failover
to a data center within the same region) as a standard feature of 8x8 Virtual Contact Center, and geographical
redundancy (i.e., failover to a data center in a different region) can be enabled as an option to provision geo-redundant
tenants on multiple sites.

Customer and Technical Support

8x8 maintains a global customer support organization with operations in the United States, United Kingdom,
Philippines, Singapore, and Romania. Customers can access 8x8 customer support services directly from the company
website, or receive multi-channel technical support via phone, chat, web and email. Emergency support is available on
a 24x7 basis.

We take a lifecycle approach to customer support, supporting customers from onboarding to deployment and training,
and through the renewal process, to drive greater user adoption of 8x8 services. For our larger enterprise customers,
our Elite Touch implementation methodology utilizes a Deployment Management team and provides active support
through the "go-live" date at each customer site. We also have an Elite Customer Success Program, and, for a certain
profile of customer, a dedicated Customer Success Manager, as a single point of contact for every aspect of the
post-sale relationship.  Finally, we offer a variety of training classes through our 8x8 Academy, either through
instructor-led classes or self-paced eLearning.

Interconnection Agreements

We are a party to telecommunications interconnect and service agreements with VoIP providers and public switched
telephone network (PSTN) telecommunications carriers in the United States and other global regions.  Pursuant to
these agreements, VoIP calls originating on our network can be terminated on other VoIP networks or the PSTN, and
likewise, calls originating on other VoIP networks and the PSTN can be terminated on our network.

Research and Development
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The cloud communications market is characterized by rapid technological changes and advancements, typical of most
SaaS markets. Accordingly, we make substantial investments in the design and development of new products and
services, as well as the development of enhancements and features to our existing products and services, and make
these enhancements available to our customers frequently. Research and development expenses in each of the fiscal
years ended March 31, 2018, 2017 and 2016 were $34.8 million, $27.5 million, and $24.0 million, respectively.

8
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We plan to invest in expanding the set of services within our platform, including extending our contact center
capabilities, adding deeper collaboration services, and bringing an increasing number of analytics-driven applications
to market. Our development programs continue to focus on the integration and functionality of our products and
services with other SaaS products, such as Google's GSuite, Salesforce.com, NetSuite, Zendesk and others. We also
plan to continue investing in our AI and ML research, to develop more intelligent features for our services.

We currently employ individuals in research, development and engineering activities in our facilities in San Jose,
California, London, England and Cluj, Romania as well as outsourced software development consultants.

Regulatory Matters

In the United States, VoIP and other software communications and collaboration services, like ours, have been subject
to less regulation at the state and federal levels than traditional telecommunications services. The FCC has subjected
VoIP service providers to a smaller subset of regulations that apply to traditional telecommunications service
providers and has not yet classified VoIP services as either telecommunications or information. The FCC is currently
examining the status of VoIP service providers and the services they provide in multiple open proceedings.

Many state regulatory agencies impose taxes and other surcharges on VoIP services, and certain states take the
position that offerings by VoIP providers are intrastate telecommunications services and therefore subject to state
regulation. These states argue that if the beginning and end points of communications are known, and if some of these
communications occur entirely within the boundaries of a state, the state can regulate that offering. We believe that
federal regulations largely pre-empt state regulations that treat VoIP offerings in the same manner as providers of
traditional telecommunications services. However, there are many areas of regulation where pre-emption has not been
resolved as a matter of law. It is possible that the FCC could determine that VoIP services are not information
services, or that there could be a judicial or legislative determination that the states are not pre-empted from regulating
VoIP services as traditional telecommunications services. We cannot predict how or when these issues will be
resolved or the potential future impact on our business at this time.

In addition to regulations addressing Internet telephony and broadband services, other regulatory issues relating to the
Internet generally could affect our ability to provide our services. Congress has adopted legislation that regulates
certain aspects of the Internet including online content, user privacy, taxation, liability for third-party activities and
jurisdiction. In addition, a number of initiatives pending in Congress and state legislatures would prohibit or restrict
advertising or sale of certain products and services on the Internet, which may have the effect of raising the cost of
doing business on the Internet generally.

Internationally, we are subject to a complex patchwork of regulations that vary from country to country. Some
countries have adopted laws that make the provision of VoIP services illegal within the country. Other countries have
adopted laws that impose stringent licensing obligations on providers of VoIP services like ours. In many countries, it
is not clear how laws that have historically been applied to traditional telecommunications providers will be applied to
providers of VoIP services like us. On May 4, 2016, the EU formally adopted the General Data Protection Regulation,
or GDPR, which became effective on May 25, 2018, and will replace the Data Protection Directive 95/46/EC. The
GDPR imposes new obligations on all companies, including us, and substantially increases potential liability for all
companies, including us, for failure to comply with data protection rules.

The effect of any future laws, regulations and orders, or any changes in existing laws or their enforcement, on our
operations cannot be determined. But as a general matter, increased regulation and the imposition of additional
funding obligations increases service costs that may or may not be recoverable from our customers. An increase in
these costs could make our services less competitive with traditional telecommunications services, if we increase our
prices, or decrease our profit margins, if we attempt to absorb such costs.
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Federal, state, local and foreign governmental organizations are considering other legislative and regulatory proposals
that would regulate and/or tax applications running over the Internet. We cannot predict whether new taxes will be
imposed on our services, and depending on the type of taxes imposed, whether and how our services would be
affected thereafter. Increased regulation of the Internet may decrease its growth and hinder technological
development, which may negatively impact the cost of doing business via the Internet or otherwise materially
adversely affect our business, financial condition and results of operations. Please refer to Part I, Item 1A "Risk
Factors," for a discussion of regulatory risks, proceedings and issues that could adversely affect our business and
operating results in the future.

9
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Intellectual Property and Proprietary Rights

Our ability to compete depends, in part, on our ability to obtain and enforce intellectual property protection for our
technology in the United States and internationally. We currently rely primarily on a combination of trade secrets,
patents, copyrights, trademarks and licenses to protect our intellectual property. From inception through March 31,
2018 we have been awarded more than 150 United States patents, which we expect to expire between 2018 and 2035.
We have additional patent applications pending. We cannot predict whether our pending patent applications will result
in issued patents.

To protect our trade secrets and other proprietary information, we require our employees to sign agreements providing
for the maintenance of confidentiality and also the assignment of rights to inventions made by them while employed
by us. There can be no assurance that our means of protecting our proprietary rights in the United States or abroad will
be adequate or that competition will not independently develop technologies that are similar or superior to our
technology, duplicate our technology or design around any of our patents. In addition, the laws of foreign countries in
which our products are or may be sold may not protect our intellectual property rights to the same extent as do the
laws of the United States. Our failure to protect our proprietary information could cause our business and operating
results to suffer.

We are also subject to the risks of adverse claims and litigation alleging infringement of the intellectual property
rights of others. Such claims and litigation could require us to expend substantial resources and distract key employees
from their normal duties, which could have a material adverse effect on our operating results, cash flows and financial
condition. The communications and software industries are subject to frequent litigation regarding patent and other
intellectual property rights. Moreover, the VoIP service provider community has historically been a target of patent
holders. There is a risk that we will be a target of assertions of patent rights and that we may be required to expend
significant resources to investigate and defend against such assertions of patent rights. For information about specific
claims, please refer to Part I, Item 1A, Risk Factors - "Our infringement of a third party's proprietary technology could
disrupt our business" and Part I, Item 3. "LEGAL PROCEEDINGS."

We utilize certain technology, including hardware and software, that we license from third parties. Most of these
licenses are on standard commercial terms made generally available by the companies providing the licenses. To date,
the cost and terms of these licenses individually has not been material to our business. 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, however. 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.

Geographic Areas

We have two reportable segments. Financial information relating to revenues generated in different geographic areas
are set forth in Note 9 to our consolidated financial statements contained in Part II, Item 8 of this Annual Report.

Employees

As of March 31, 2018, our workforce consisted of 1,225 full time employees spread across the globe. None of our
employees are represented by a labor union or are subject to a collective bargaining arrangement.

Available Information

We were incorporated in California in February 1987 and reincorporated in Delaware in December 1996. We maintain
a corporate Internet website at the address http://www.8x8.com. The contents of this website are not incorporated in or
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otherwise to be regarded as part of this Annual Report. We file reports with the Securities and Exchange Commission,
or SEC, which are available on our website free of charge. These reports include annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to such reports, each of which is
provided on our website as soon as reasonably practical after we electronically file such materials with or furnish them
to the SEC. You can also read and copy any materials we file with the SEC at the SEC's Public Reference Room at
100 F Street, NE, Washington, DC 20549. You can obtain additional information about the operation of the Public
Reference Room by calling the SEC at 1.800.SEC.0330. In addition, the SEC maintains a website (www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC, including 8x8.
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Executive Officers of the Registrant

Our executive officers as of the date of this report are listed below.

Vikram Verma, Chief Executive Officer.

Vikram Verma, age 53, has served as Chief Executive Officer since September 2013 and as a director since January 2012. From October 2008
through August 2013, Mr. Verma was President of Strategic Venture Development for Lockheed Martin. From 2006 through 2008, Mr. Verma
was President of the IS&GS Savi Group, a division of Lockheed Martin. Prior to 2006, Mr. Verma was Chairman and Chief Executive Officer
of Savi Technology, Inc. Mr. Verma received a B.S.E.E. degree from Florida Institute of Technology, a M.S.E. degree from the University of
Michigan in electrical engineering, and the graduate degree of Engineer in Electrical Engineering from Stanford University.

Bryan Martin, Chairman and Chief Technology Officer.

Bryan Martin, age 50, has served as Chairman of the Board of Directors since December 2003, has served as Chief Technology Officer since
September 2013 and as a director since February 2002. From February 2002 to September 2013, he served as Chief Executive Officer. From
March 2007 to November 2008, and again from April 2011 to December 2011, he served as President. From February 2001 to February 2002,
he served as our President and Chief Operating Officer. He served as our Senior Vice President, Engineering Operations from July 2000 to
February 2001 and as Chief Technical Officer from August 1995 to August 2000. He also served as a director of the Company from January
1998 through July 1999. In addition, Mr. Martin served in various technical roles for the Company from April 1990 to August 1995. He received
a B.S. and an M.S. in Electrical Engineering from Stanford University.

Mary Ellen Genovese, Chief Financial Officer.

Mary Ellen Genovese, age 59, has served as our Chief Financial Officer since November 2014. Ms. Genovese had been serving as our Senior
Vice President of Human Resources since July 2014 and prior to that, as a consultant to the Company since April 2012. Prior to joining the
Company, from 2008 to 2011, Ms. Genovese served as a consultant to a Fortune 50 security company. From 2004 through 2006, Ms. Genovese
was the Chief Financial Officer of Savi Technology, Inc. Prior to joining Savi Technology, she was Chief Financial Officer of Trimble
Navigation Limited from 2000 to 2004. Between 1992 and 2000, Ms. Genovese worked at Trimble in a succession of other financial and
accounting positions, including VP of Finance and Corporate Controller. Ms. Genovese holds a B.S. Degree in Accounting from Fairfield
University and received her CPA license from the State of Connecticut.

Darren Hakeman, Senior Vice President of Strategy, Analytics and Corporate Development.

 Darren Hakeman, age 48, has served as our Senior Vice President of Strategy, Analytics and Corporate Development since September 2017.
Mr. Hakeman previously served as Senior Vice President of Product and Strategy since September 2013, and was a consultant to the Company
starting in May 2013. From 2009 to 2013, Mr. Hakeman worked as a strategic advisor to leading Silicon Valley companies and emerging
start-ups including Agari, Blackfire Research, and a major global security company. Prior to 2009, he served as Senior Vice President of
Operations for a SaaS Business Unit of Lockheed Martin that emerged following Lockheed's acquisition of Savi Technology, Inc. He received a
B.S. and an M.S. in Electrical Engineering from Stanford University.

Henrik Gerdes, Chief Accounting Officer

. Henrik Gerdes, age 42, has served as our Chief Accounting Officer, since March 2017. Prior to joining the Company, Mr. Gerdes, served as
Corporate Controller and Treasurer at Rocket Fuel Inc. from 2014 through March 2017, Director of Finance at TIBCO Software Inc. from 2011
through 2014, and SEC reporting manager at Quinstreet Inc. from 2010 through 2011. Between 2002 and 2010, Mr. Gerdes served in different
positions at PricewaterhouseCoopers in Germany and San Jose, USA. Mr. Gerdes holds a Masters of Business Economics from University of
Goettingen, Germany.

Dejan Deklich, Chief Product Officer.

Dejan Deklich, age 43, has served as our Chief Product Officer since September 2017. Mr. Deklich had been serving as our Senior Vice
President of Research and Development since February 2017. Prior to joining the Company, Mr. Deklich served as Vice President of Platform
and Cloud at Splunk from January 2013 to September 2016. Mr. Deklich also held various senior roles at Nice System post Merced Systems
acquisition, as well as Atribbutor, Yahoo and IBM Research. Mr. Deklich holds a Masters of Science degree in Computer Engineering from
Santa Clara University and Masters in Physics from University of Bremen, Germany.
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Rani Hublou, Chief Marketing Officer.

Rani Hublou, age 53, has served as our Chief Marketing Officer since May 2017. Prior to joining the Company, from February 2015 to April
2017, Ms. Hublou served as Chief Product and Marketing Officer at Comprehend Systems. From 2009 to 2014, Ms. Hublou was the Chief
Marketing Officer of PSS Systems. From 2001 to 2004, Ms. Hublou served as Senior Vice President of Marketing at BEA Systems. Ms. Hublou
received both B.S. and M.S. degrees in Industrial Engineering from Stanford University.

11

Edgar Filing: 8X8 INC /DE/ - Form 10-K

24



ITEM 1A. RISK FACTORS

If any of the following risks actually occur, our business, results of operations and financial condition could suffer
significantly.

Our success depends on the growth and customer acceptance of our services.

Our future success depends on our ability to significantly increase revenue generated from sales of our cloud software
solutions to business customers, including small and mid-size businesses (SMBs) and mid-market and larger
distributed enterprises. To increase our revenue, we must add new customers and encourage existing customers to
continue their subscriptions (on terms favorable to us), increase their usage of our services, and/or purchase additional
services from us. For customer demand and adoption of our cloud communications solutions to grow, the quality, cost
and feature benefits of these services must compare favorably to those of competing services. For example, our cloud
unified communications and contact center services must continue to evolve so that high-quality service and features
can be consistently offered at competitive prices. As our target markets mature, or as competitors introduce lower cost
and/or more differentiated products or services that compete or are perceived to compete with ours, we may be unable
to renew or extend our agreements with existing customers or attract new customers, or new business from existing
customers, on favorable terms, which could have an adverse effect on our revenue and growth.

The rate at which our existing customers purchase any new or enhanced services we may offer depends on a number
of factors, including general economic conditions, the importance of these additional features and services to our
customers, the quality and performance of our cloud communications solutions, and the price at which we offer them.
If our customers react negatively to our new or enhanced service offerings, such as our new X series suite of products,
or our efforts to upsell are otherwise not as successful as we anticipate, our business may suffer. Our sales strategies
must also continue to evolve and adapt as our market matures, for example through the offering of additional customer
self-service tools and automation for the SMB segment and the development of new and more sophisticated sales
channels that leverage the strengths of our partners. In addition, marketing and selling new and enhanced features and
services may require increasingly sophisticated and costly sales and marketing efforts that may require us to incur
additional expenses and negatively impact the results of our operations.

To support the successful marketing and sale of our services to new and existing customers, we must continue to offer
high-quality training, deployment, and customer support. Providing these services effectively requires that our
customer support personnel have industry-specific technical knowledge and expertise, which may make it difficult and
costly for us to locate and hire qualified personnel, particularly in the competitive labor market in Silicon Valley
where we are headquartered. Our support personnel also require extensive training on our products, which may make
it difficult to scale up our support operations rapidly. The importance of high-quality customer support will increase as
we expand our business globally and pursue new mid-market and distributed enterprise customers. If we do not help
our customers quickly resolve post-deployment issues and provide effective ongoing support, our ability to sell
additional features and services to existing customers will suffer and our reputation may be harmed.

As more of our sales efforts are targeted at enterprise customers, our sales cycle may become more time-consuming
and expensive, we may encounter pricing pressure and implementation and customization challenges, and we may
have to delay revenue recognition for some complex transactions, all of which could harm our business and operating
results.

We currently derive a majority of our revenues from sales of our cloud software solutions to mid-market and larger
distributed enterprises, and we believe increasing our sales to these customers is key to our future growth. Our sales
cycle, which is the time between initial contact with a potential customer and the ultimate sale to that customer, is
often lengthy and unpredictable for larger enterprise customers. Many of our prospective enterprise customers do not
have prior experience with cloud-based communications and, therefore, typically spend significant time and resources
evaluating our solutions before they purchase from us. Similarly, we typically spend more time and effort determining
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their requirements and educating these customers about the benefits and uses of our solutions. Enterprise customers
also tend to demand more customizations, integrations and additional features than SMB customers. As a result, we
may be required to divert more sales and engineering resources to a smaller number of large transactions than we have
in the past, which means that we will have less personnel available to support other segments or that we will need to
hire additional personnel, which would increase our operating expenses.
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It is often difficult for us to forecast when a potential enterprise sale will close, the size of the customer's initial service
order and the period over which the deployment will occur, which impacts our recognition of revenue. Enterprise
customers may delay their purchases from one quarter to another as they assess their budget constraints, negotiate
early contract terminations with their existing providers or wait for us to develop new features. Any delay in closing,
or failure to close, a large enterprise sales opportunity in a particular quarter or year could significantly harm our
projected growth rates and cause the amount of new sales we book to vary significantly from quarter to quarter. We
also may have to delay revenue recognition on some of these transactions until the customer's technical or
implementation requirements have been met.

In some cases, we may enter into a contract with a large enterprise customer, such as a preferred vendor agreement,
that has little or no minimum purchase commitment but establishes the terms on which the customer's affiliates,
clients or franchisees (as the case may be) may order services from us in the future. We may expend significant time
and resources becoming a preferred vendor without booking significant sales from the opportunity until months or
years after we sign the initial agreement. If we are unsuccessful in selling our services to the prospective purchasers
under these agreements, we may not recognize revenue in excess of the expenses we incur in pursuing these
opportunities, which could adversely impact our profitability and cash flow.

We also face significant risks in implementing and supporting the services we sell to mid-market and larger
distributed enterprises and, if we do not manage these efforts effectively, our recurring service revenue may not grow
at the rate we expected, and our business and results of operations could be materially and adversely affected.

We have a limited history of selling our services to larger businesses and have experienced, and may continue to
experience, new challenges in deploying and providing ongoing support for the solutions we sell to large customers.

Larger customers' networks are often more complex than those of smaller customers and generally require
participation from the customer information technology (IT) team, and there is no guarantee that resources with
adequate expertise will be available when we deploy our services. The lack of local resources may prevent us from
ensuring the proper deployment of our services, which can in turn adversely impact the quality of services that we
deliver over our customers' networks, and/or may result in delays in the implementation of our services. This may
create a public perception that we are unable to deliver high quality of service to our customers, which could harm our
reputation and make it more difficult to attract new customers and retain existing customers. Moreover, larger
customers tend to require higher levels of customer service and individual attention (including periodic business
reviews and in-person visits, for example), which may increase our costs for implementing and delivering services. If
a customer is unsatisfied with the quality of services we provide or the quality of work performed by us or a third
party, we may decide to incur costs beyond the scope of our contract with the customer in order to address the
situation and protect our reputation, which may in turn reduce or eliminate the profitability of our contract with the
customer. In addition, negative publicity related to our larger customer relationships, regardless of its accuracy, could
harm our reputation and make it more difficult for us to compete for new business with current and prospective
customers.

We also face challenges building and training an integrated sales force capable of addressing the services and features
of our comprehensive product suite, as well as a staff of expert engineering and customer support personnel capable of
addressing the full range of installation and deployment issues that tend to arise more frequently with larger
customers. Also, we have only limited experience in developing and managing sales channels and distribution
arrangements for larger businesses. If we fail to effectively execute the sale, deployment and ongoing support of our
services to mid-market and larger distributed enterprises, our results of operations and our overall ability to grow our
customer base could be materially and adversely affected.

Intense competition in the markets in which we compete could prevent us from increasing or sustaining our revenue
growth and increasing or maintaining profitability.
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The cloud communications industry is competitive, and we expect it to become increasingly competitive in the future.
We may also face competition from companies in adjacent or overlapping industries.

In connection with our unified communication services, we face competition from other providers of cloud
communication services, such as RingCentral, Fuze, Vonage, Dialpad, Nextiva and Shoretel (acquired by Mitel in
2017). In connection with our cloud contact center services, we face competition from other providers of cloud and
premise-based contact center software services, such as NICE/inContact, Five9 and Interactive Intelligence.

In addition, because many of our target customers have historically purchased communications services from
incumbent telephone companies along with legacy on-premises communication equipment, we compete with these
customers' existing providers. These competitors include, for example, AT&T, CenturyLink, Comcast and Verizon
Communications in the United States, as well as local incumbent communications providers in the international
markets where we operate, such as Vodafone, Telefonica, Orange,
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America Movil and Deutsche Telekom, all in conjunction with on-premises hardware solutions from companies like
Avaya, Cisco and Mitel. We may face competition from large Internet and cloud service companies such as Google
Inc., Amazon Inc., Oracle Corporation and Microsoft Corporation, any of which might launch a new cloud-based
business communications service, expand its existing offerings or acquire other cloud-based business communications
companies in the future.

Many of our current and potential competitors have longer operating histories, significantly greater resources and
brand awareness, and a larger base of customers than we have. As a result, these competitors may have greater
credibility with our existing and potential customers. They also may be able to adopt more aggressive pricing policies
and devote greater resources to the development, promotion and sale of their products. Our competitors may also offer
bundled service arrangements that present a more differentiated or better integrated product to customers. Increased
competition could require us to lower our prices, reduce our sales revenue, lower our gross profits and/or cause us to
lose market share. In addition, many of our customers are not subject to long-term contractual commitments and have
the ability to switch from our services to our competitors' offerings on relatively short notice. Given the significant
price competition in the markets for our services, we may be at a disadvantage compared with those competitors who
have substantially greater resources than us or may otherwise be better positioned to withstand an extended period of
downward pricing pressure. The adverse impact of a shortfall in our revenues may be magnified by our inability to
adjust our expenses to compensate for such shortfall. Announcements, or expectations, as to the introduction of new
products and technologies by our competitors or us could cause customers to defer purchases of our existing products,
which also could have a material adverse effect on our business, financial condition or operating results.

The market for cloud software solutions is subject to rapid technological change, and we depend on new product and
service introductions in order to maintain and grow our business, including in particular our recently announced
X-Series product line.

We operate in an emerging market that is characterized by rapid changes in customer requirements, frequent
introductions of new and enhanced products and services, and continuing and rapid technological advancement. To
compete successfully in this emerging market, we must continue to design, develop, manufacture, and sell highly
scalable new and enhanced cloud software solutions products and services that provide higher levels of performance
and reliability at lower cost. If we are unable to develop new products and services that address our customers' needs,
to deliver our cloud software solutions applications in one seamless integrated product offering that addresses our
customers' needs, or to enhance and improve our products and services in a timely manner, we may not be able to
achieve or maintain adequate market acceptance of our services. Our ability to grow is also subject to the risk of future
disruptive technologies. Access and use of our products and services is provided via the cloud, which, itself, has been
disruptive to the previous premises-based model.

If new technologies emerge that are able to deliver communications and collaboration solutions services at lower
prices, more efficiently, more conveniently or more securely, such technologies could adversely impact our ability to
compete.

If we are unable to develop new features and services internally due to factors such as competitive labor markets, high
employee turnover, lack of management ability or a lack of other research and development resources, we may miss
market opportunities. Further, many of our competitors have historically spent a greater amount of funds on their
research and development programs, and those that do not may be acquired by larger companies that would allocate
greater resources to our competitors' research and development programs. In addition, there is no guarantee that our
research and development efforts will succeed, or that our new products and services will enable us to maintain or
grow our revenue or recover our development costs. Our failure to maintain adequate research and development
resources, to compete effectively with the research and development programs of our competitors and to successfully
monetize our research and development efforts could materially and adversely affect our business and results of
operations.
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We announced in March 2018 that we would be launching our new product line, branded "X Series," in or around
June 2018. We expect to market X-Series as an array of prepackaged services (designated X2, X4, X5, etc.), which
start at the most basic version of our unified communications solution, and add engagement capabilities at each new
level, with the top-tier X Series packages combining unified communications and contact center services into a single
offering. Customer demand for our X Series product line will depend on a number of factors, including, for example,
factors inherent to the product itself, such as quality of service, reliability, feature availability, and ease of use; and
factors relating to our ability to implement, support and market and sell the service effectively. More fundamentally,
the success of X Series may depend on whether the market for unified communications, collaborations and contact
center services is trending towards convergence of these three solutions into a single system, as we are predicting. We
cannot be certain that this market trend will occur according to the timeline we are expecting, or at all. For example, if
the various components of our service were to become commoditized and standardized in a way that diminishes the
benefits of a single platform for customers, there may be less demand for a unified suite of services like X Series. Low
customer demand could make it more difficult for us to win the business of new customers or gain additional business
from existing customers, either of which in turn could cause our service revenue to grow more slowly than we expect,
or to remain flat or even decrease in future periods.

We have a history of losses and are uncertain of our future profitability.

We recorded an operating loss of approximately $104 million for the fiscal year ended March 31, 2018 and ended the
period with an accumulated deficit of approximately $201 million. We expect to incur operating losses in our current
fiscal year as we continue to invest in growth. As we expand our geographic reach and range of service offerings, and
further invest in research and development, sales and marketing, and other areas of our business, we will need to
increase revenues in order to generate sustainable operating profit. Given our history of fluctuating revenues and
operating losses, we cannot be certain that we will be able to achieve or maintain operating profitability on an annual
basis or on a quarterly basis in the future.
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Our churn rate may increase in future periods due to customer cancellations or other factors, which may adversely
impact our revenue or require us to spend more money to grow our customer base.

Our customers generally do not have long-term contracts with us and may discontinue their subscriptions for our
services after the expiration of their initial subscription period, which typically range from one to three years. In
addition, our customers may renew for lower subscription amounts or for shorter contract lengths. We may not
accurately predict cancellation rates for our customers. Our cancellation rates may increase or fluctuate as a result of a
number of factors, including customer usage, pricing changes, number of applications used by our customers,
customer satisfaction with our service, the acquisition of our customers by other companies and deteriorating general
economic conditions. If our customers do not renew their subscriptions for our service or decrease the amount they
spend with us, our revenue will decline and our business will suffer.

Our average monthly business service revenue churn was less than 1% over the past two fiscal years. Our method of
computing this revenue churn rate may be different from methods used by our competitors and other companies in our
industry to compute their publicly disclosed churn rates. As a result, only limited reliance can be placed on our churn
rate when attempting to compare it with other companies. Also, our churn rate can vary based on events that may not
be indicative of actual trends in our business. Our churn rate could increase in the future if customers are not satisfied
with our service. Other factors, including increased competition from other providers of communications and
collaborations services, alternative technologies, and adverse business conditions also influence our churn rate.

Because of churn, we must acquire new customers on an ongoing basis to maintain our existing level of customers and
revenues. As a result, marketing expenditures are an ongoing requirement of our business. If our churn rate increases,
we will have to acquire even more new customers in order to maintain our existing revenues. We incur significant
costs to acquire new customers, and those costs are an important factor in determining our net profitability. Therefore,
if we are unsuccessful in retaining customers or are required to spend significant amounts to acquire new customers
beyond those budgeted, our revenue could decrease and our net loss could increase.

Our rate of customer cancellations may increase in future periods due to a number of factors, some of which are
beyond our control, such as the financial condition of our customers or the state of credit markets. In addition, a
single, protracted service outage or a series of service disruptions, whether due to our services or those of our carrier
partners, may result in a sharp increase in customer cancellations.

Due to the length of our sales cycle, especially in adding new mid-market and larger distributed enterprises as
customers, we may also experience delays in acquiring new customers to replace those that have terminated our
services. Such delays would be exacerbated if general economic conditions worsen. An increase in churn, particularly
in challenging economic times, could have a negative impact on the results of our operations.

We may not be able to scale our business efficiently or quickly enough to meet our customers' growing needs, in
which case our operating results could be harmed.

As usage of our cloud software solutions by mid-market and larger distributed enterprises expands and as customers
continue to integrate our services across their enterprises, we are required to devote additional resources to improving
our application architecture, integrating our products and applications across our technology platform, integrating with
third-party systems, and maintaining infrastructure performance. As our customers gain more experience with our
services, the number of users and transactions managed by our services, the amount of data transferred, processed and
stored by us, the number of locations where our service is being accessed, and the volume of communications
managed by our services have in some cases, and may in the future, expand rapidly. In addition, we will need to
appropriately scale our internal business systems and our services organization, including customer support and
services and regulatory compliance, to serve our growing customer base. Any failure of or delay in these efforts could
cause impaired system performance and reduced customer satisfaction. These issues could reduce the attractiveness of
our cloud software solutions to customers, resulting in decreased sales to new customers, lower renewal rates by
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existing customers, the issuance of service credits, or requested refunds, which could hurt our revenue growth and our
reputation. These system upgrades and the expansion of our support and services have been and will continue to be
expensive and complex, requiring management time and attention and increasing our operating expenses. We could
also face inefficiencies or operational failures as a result of our efforts to scale our infrastructure and information
technology systems.There are inherent risks associated with upgrading, improving and expanding our information
technology systems and we cannot be sure that the expansion and improvements to our infrastructure and systems will
be fully or effectively implemented on a timely basis, if at all. These efforts may reduce revenue and our margins and
adversely impact our financial results.
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To provide our services, we rely on third parties for all of our network connectivity and co-location facilities.

We currently use the infrastructure of third-party network service providers, including the services of Equinix, Inc.,
and Level 3 Communications, Inc., to provide all of our cloud services over their networks rather than deploying our
own networks.

We also rely on third-party network service providers to originate and terminate substantially all of the PSTN calls
using our cloud-based services. We leverage the infrastructure of third-party network service providers to provide
telephone numbers, PSTN call termination and origination services, and local number portability for our customers
rather than deploying our own network throughout the United States and internationally. This decision has resulted in
lower capital and operating costs for our business in the short-term, but has reduced our operating flexibility and
ability to make timely service changes. If any of these network service providers cease operations or otherwise
terminate the services that we depend on, the delay in switching our technology to another network service provider, if
available, and qualifying this new service provider could have a material adverse effect on our business, financial
condition or operating results. The rates we pay to our network service providers may also increase, which may reduce
our profitability and increase the retail price of our service.

There can be no assurance that these service providers will be able or willing to supply cost-effective services to us in
the future or that we will be successful in signing up alternative or additional providers. Although we believe that we
could replace our current providers, if necessary, our ability to provide service to our subscribers could be impacted
during any such transition, which could have an adverse effect on our business, financial condition or results of
operations. The loss of access to, or requirement to change, the telephone numbers we provide to our customers also
could have a material adverse effect on our business, financial condition or operating results.

Due to our reliance on these service providers, 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 service or products or
those of another vendor, may result in the delay or loss of market acceptance of our products and any necessary
revisions may force us to incur significant expenses. Under the terms of the "end-to-end" service level commitments
that we make for the benefit of qualifying customers, we are potentially at risk for service problems experienced by
these service providers. Customers who do not qualify for these enhanced service level commitments may
nevertheless hold us responsible for these service issues and seek service credits, early termination rights or other
remedies. Accordingly, service issues experienced by our service provider partners may harm our reputation as well as
our business, financial condition or operating results.

Internet access providers and Internet backbone providers may be able to block, degrade or charge for access to or
bandwidth use of certain of our products and services, which could lead to additional expenses and the loss of users.

Our products and services depend on the ability of our users to access the Internet, and certain of our products require
significant bandwidth to work effectively. In addition, users who access our services and applications through mobile
devices, such as smartphones and tablets, must have a high-speed connection, such as Wi-Fi, 3G, 4G or LTE, to use
our services and applications. Currently, this access is provided by companies that have significant and increasing
market power in the broadband and Internet access marketplace, including incumbent telephone companies, cable
companies and mobile communications companies. Some of these providers offer products and services that directly
compete with our own offerings, which give them a significant competitive advantage. Some of these broadband
providers have stated that they may exempt their own customers from data-caps or offer other preferred treatment to
their customers. Other providers have stated that they may take measures that could degrade, disrupt or increase the
cost of user access to certain of our products by restricting or prohibiting the use of their infrastructure to support or
facilitate our offerings, or by charging increased fees to us or our users to provide our offerings, while others,
including some of the largest providers of broadband Internet access services, have committed to not engaging in such
behavior. These providers have the ability generally to increase their rates, which may effectively increase the cost to
our customers of using our cloud software solutions.
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On January 4, 2018, the Federal Communications Commission, or FCC, released an order that largely repeals rules
that the FCC had in place which prevented broadband internet access providers from degrading or otherwise
disrupting a broad range of services provisioned over consumers' and enterprises' broadband internet access lines. The
FCC's January 4, 2018, Order is not yet effective and there are efforts in Congress to prevent the Order from
becoming effective.  Additionally, a number of state attorneys' general have filed an appeal of the FCC's January 4,
2018, Order and others may also appeal the Order. We cannot predict whether the FCC's January 4, 2018, Order will
become effective or whether it will withstand appeal.
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Many of the largest providers of broadband services, like cable companies and traditional telephone companies, have
publicly stated that they will not degrade or disrupt their customers' use of applications and services, like ours.  If such
providers were to degrade, impair or block our services, it would negatively impact our ability to provide services to
our customers, likely result in lost revenue and profits, and we would incur legal fees in attempting to restore our
customers' access to our services. Broadband internet access providers may also attempt to charge us or our customers
additional fees to access services like ours that may result in the loss of customers and revenue, decreased
profitability, or increased costs to our offerings that may make our services less competitive. We cannot predict the
potential impact of the FCC's January 4, 2018, Order on us at this time.  

Our physical infrastructure is concentrated in a few facilities and any failure in our physical infrastructure or services
could lead to significant costs and disruptions and could reduce our revenue, harm our business reputation and have a
material adverse effect on our financial results.

Our leased network and data centers are subject to various points of failure. Problems with cooling equipment,
generators, uninterruptible power supply, routers, switches, or other equipment, whether or not within our control,
could result in service interruptions for our customers as well as equipment damage. Because our services do not
require geographic proximity of our data centers to our customers, our infrastructure is consolidated into a few large
data center facilities. Any failure or downtime in one of our data center facilities could affect a significant percentage
of our customers. The total destruction or severe impairment of any of our data center facilities could result in
significant downtime of our services and the loss of customer data. Because our ability to attract and retain customers
depends on our ability to provide customers with highly reliable service, even minor interruptions in our service could
harm our reputation. Additionally, in connection with the expansion or consolidation of our existing data center
facilities from time to time, there is an increased risk that service interruptions may occur as a result of server
relocation or other unforeseen construction-related issues.

We have experienced interruptions in service in the past. While we have not experienced a material increase in
customer attrition following these events, the harm to our reputation is difficult to assess. We have taken and continue
to take steps to improve our infrastructure to prevent service interruptions, including upgrading our electrical and
mechanical infrastructure. However, service interruptions continue to be a significant risk for us and could materially
impact our business.

Any future service interruptions could:

cause our customers to seek service credits, or damages for losses incurred;• 
require us to replace existing equipment or add redundant facilities;• 
affect our reputation as a reliable provider of communications services;• 
cause existing customers to cancel or elect to not renew their contracts; or• 
make it more difficult for us to attract new customers.• 

Any of these events could materially increase our expenses or reduce our revenue, which would have a material
adverse effect on our operating results.

We may be required to transfer our servers to new data center facilities in the event that we are unable to renew our
leases on acceptable terms, or at all, or the owners of the facilities decide to close their facilities, and we may incur
significant costs and possible service interruption in connection with doing so. In addition, any financial difficulties,
such as bankruptcy or foreclosure, faced by our third-party data center operators, or any of the service providers with
which we or they contract, may have negative effects on our business, the nature and extent of which are difficult to
predict. Additionally, if our data centers are unable to keep up with our increasing needs for capacity, our ability to
grow our business could be materially and adversely impacted.

We depend on third-party vendors for IP phones and software endpoints, and any delay or interruption in supply by
these vendors would result in delayed or reduced shipments to our customers and may harm our business.
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We rely on third-party vendors for IP phones and software endpoints required to utilize our service. We currently do
not have long-term supply contracts with any of these vendors. As a result, most of these third-party vendors are not
obligated to provide products or services to us for any specific period, in any specific quantities or at any specific
price,
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except as may be provided in a particular purchase order. The inability of these third-party vendors to deliver IP
phones of acceptable quality and in a timely manner, particularly the sole source vendors, could adversely affect our
operating results or cause them to fluctuate more than anticipated. Additionally, some of our products may require
specialized or high-performance component parts that may not be available in quantities or in time frames that meet
our requirements.

If we do not or cannot maintain the compatibility of our communications and collaboration software with third-party
applications and mobile platforms that our customers use in their businesses, our revenue will decline.

The functionality and popularity of our cloud software solutions depends, in part, on our ability to integrate our
services with third-party applications and platforms, including enterprise resource planning, customer relations
management, human capital management and other proprietary application suites. Third-party providers of
applications and application programmable interfaces, or APIs, may change the features of their applications and
platforms, restrict our access to their applications and platforms or alter the terms governing use of their applications
and APIs and access to those applications and platforms in an adverse manner. Such changes could functionally limit
or terminate our ability to use these third-party applications and platforms in conjunction with our services, which
could negatively impact our offerings and harm our business. If we fail to integrate our software with new third-party
back-end enterprise applications and platforms used by our customers, we may not be able to offer the functionality
that our customers need, which would negatively impact our ability to generate revenue and adversely impact our
business. 

Our services also allow our customers to use and manage our cloud software solutions on smartphones, tablets and
other mobile devices. As new smart devices and operating systems are released, we may encounter difficulties
supporting these devices and services, and we may need to devote significant resources to the creation, support, and
maintenance of our mobile applications. In addition, if we experience difficulties in the future integrating our mobile
applications into smartphones, tablets or other mobile devices or if problems arise with our relationships with
providers of mobile operating systems, such as those of Apple Inc. or Google Inc., our future growth and our results of
operations could suffer.

If our software fails due to defects or similar problems, and if we fail to correct any defect or other software problems,
we could lose customers, become subject to service performance or warranty claims or incur significant costs.

Our customers use our service to manage important aspects of their businesses, and any errors, defects, disruptions to
our service or other performance problems with our service could hurt our reputation and may damage our customers'
businesses. Our services and the systems infrastructure underlying our cloud communications platform incorporate
software that is highly technical and complex. Our software has contained, and may now or in the future contain,
undetected errors, bugs, or vulnerabilities. Some errors in our software code may only be discovered after the code has
been released. Any errors, bugs, or vulnerabilities discovered in our code after release could result in damage to our
reputation, loss of users, loss of revenue, or liability for damages, any of which could adversely affect our business
and financial results. We implement bug fixes and upgrades as part of our regularly scheduled system maintenance,
which may lead to system downtime. Even if we are able to implement the bug fixes and upgrades in a timely manner,
any history of defects, or the loss, damage or inadvertent release of confidential customer data, could cause our
reputation to be harmed, and customers may elect not to purchase or renew their agreements with us and subject us to
service performance credits, warranty claims or increased insurance costs. The costs associated with any material
defects or errors in our software or other performance problems may be substantial and could materially adversely
affect our operating results.

Vulnerabilities to security breaches, cyber intrusions and other malicious acts could adversely impact our business.

Our operations depend on our ability to protect our network from interruption by damage from unauthorized entry,
computer viruses or other events beyond our control. In the past, we may have been subject to denial or disruption of
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service, or DDOS, and we may be subject to DDOS attacks in the future. We cannot assure you that our backup
systems, regular data backups, security protocols, DDOS mitigation and other procedures that are currently in place,
or that may be in place in the future, will be adequate to prevent significant damage, system failure or data loss.

Critical to our provision of service is the storage, processing, and transmission of our customers' data, which may
include confidential and sensitive information. Customers may use our services to store, process and transmit a wide
variety of confidential and sensitive information such as credit card, bank account and other financial information,
proprietary information, trade secrets or other data that may be protected by intellectual property laws, and personally
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identifiable information. We may be targets of cyber threats and security breaches, given the nature of the information
we store, process and transmit and the fact that we provide communications services to a broad range of businesses.

In addition, we use third-party vendors which in some cases have access to our data and our customers' data. Despite
the implementation of security measures by us or our vendors, our computing devices, infrastructure or networks, or
our vendors computing devices, infrastructure or networks may be vulnerable to hackers, computer viruses, worms,
other malicious software programs or similar disruptive problems due to a security vulnerability in our or our vendors'
infrastructure or network, or our vendors, customers, employees, business partners, consultants or other internet users
who attempt to invade our or our vendors' public and private computers, tablets, mobile devices, software, data
networks, or voice networks. If there is a security vulnerability in our or our vendors' infrastructure or networks that is
successfully targeted, we could face increased costs, liability claims, reduced revenue, or harm to our reputation or
competitive position.

Depending on the evolving nature of cyber threats, we may have to increase our investment in maintaining the
security of our networks and data, and our profitability may be adversely impacted, or we may have to increase the
price of our services which may make our offerings less competitive with other communications providers.

If an individual obtains unauthorized access to our network, or if our network is penetrated, our service could be
disrupted and sensitive information could be lost, stolen or disclosed which could have a variety of negative impacts,
including legal liability, investigations by law enforcement and regulatory agencies, and exposure to fines or penalties,
any of which could harm our business reputation and have a material negative impact on our business. In addition, to
the extent we market our services as compliant with particular laws governing data privacy and security, such as
Health Insurance Portability and Accountability Act and foreign data protection laws, or provide representations or
warranties as to such compliance in our customer contracts, a security breach that exposes protected information may
make us susceptible to a number of contractual claims as well as claims related to our marketing.

Many governments have enacted laws requiring companies to notify individuals of data security incidents involving
certain types of personal data. In addition, some of our customers contractually require notification of any data
security compromise. Security compromises experienced by our competitors, by our customers or by us may lead to
public disclosures, which may lead to widespread negative publicity. Any security compromise in our industry,
whether actual or perceived, could harm our reputation, erode customer confidence in the effectiveness of our security
measures, negatively impact our ability to attract new customers, cause existing customers to elect not to renew their
subscriptions or subject us to third-party lawsuits, regulatory fines or other action or liability, which could materially
and adversely affect our business and operating results.

In contracts with larger enterprises, we often agree to assume liability for security breaches in excess of the amount of
committed revenue from the contract. In addition, there can be no assurance that any limitations of liability provisions
in our contracts for a security breach would be enforceable or adequate or would otherwise protect us from any such
liabilities or damages with respect to any particular claim. We also cannot be sure that our existing cybersecurity
insurance will continue to be available on acceptable terms or will be available in sufficient amounts to cover one or
more large claims, or that the insurer will not deny coverage as to any future claim. The successful assertion of one or
more large claims against us that exceed available insurance coverage, or the occurrence of changes in our insurance
policies, including premium increases or the imposition of large deductible or co-insurance requirements, could have a
material adverse effect on our business, financial condition and operating results.

Failure to comply with laws and contractual obligations related to data privacy and protection could have a material
adverse effect on our business, financial condition and operating results.

We are subject to the data privacy and protection laws and regulations adopted by federal, state and foreign
governmental agencies, including GDPR. Data privacy and protection is highly regulated and may become the subject
of additional regulation in the future. For example, lawmakers and regulators worldwide are considering proposals
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that would require companies, like us, that encrypt users' data to ensure access to such data by law enforcement
authorities. Privacy laws restrict our storage, use, processing, disclosure, transfer and protection of personal
information, including credit card data, provided to us by our customers as well as data we collect from our customers
and employees. We strive to comply with all applicable laws, regulations, policies and legal obligations relating to
privacy and data protection. However, if we fail to comply, we may be subject to fines, penalties and lawsuits, and our
reputation may suffer. We may also be required to make modifications to our data practices that could have an adverse
impact on our business.
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Governmental entities, class action lawyers and privacy advocates are increasingly examining companies' data
collection, processing, use, storing, sharing, transferring and transmitting or personal data and data linkable to
individuals. Self-regulatory codes of conduct, enforcement actions by regulatory agencies, and lawsuits by private
parties could impose additional compliance costs on us, negatively impacting our profitability, as well as subject us to
unknown potential liabilities. These evolving laws, rules and practices may also curtail our current business activities
which may also result in slimmer profit margins and reduce new opportunities.

We are also subject to the privacy and data protection-related obligations in our contracts with our customers and
other third parties. Any failure, or perceived failure, by us to comply with federal, state, or international laws,
including laws and regulations regulating privacy, data or consumer protection, or to comply with our contractual
obligations related to privacy, could result in proceedings or actions against us by governmental entities, contractual
parties or others, which could result in significant liability to us as well as harm to our reputation. Additionally, third
parties on which we rely enter into contracts to protect and safeguard our customers' data. Should such parties violate
these agreements or suffer a breach, we could be subject to proceedings or actions against us by governmental entities,
contractual parties or others, which could result in significant liability to us as well as harm to our reputation.

On July 12, 2016, the European Commission adopted the "Privacy Shield" which replaced the European Union-U.S.
Safe Harbor Framework. Beginning on August 1, 2016, companies were able to self-certify for inclusion in the
Privacy Shield program which allows for the transfer of personal data between the EU and the U.S. We are currently
participating in Privacy Shield and we also rely on other methods recognized under relevant EU law to transfer
personal data between the EU and the U.S. Additionally, on May 4, 2016, the EU formally adopted the General Data
Protection Regulation, or GDPR, which became effective on May 25, 2018, and will replace the Data Protection
Directive 95/46/EC. The GDPR imposes new obligations on all companies, including us, and substantially increases
potential liability for all companies, including us, for failure to comply with data protection rules.

The regulatory landscape applicable to data transfers between the EU and other countries with similar data protection
laws, and the U.S. remains unsettled.  There is ongoing litigation in the EU, as well as calls by certain political and
governmental bodies in the EU to re-evaluate data transfers between the EU and the U.S., that could negatively impact
the existing legally acceptable methods for transferring data between the EU and the U.S. on which we rely as do
many other companies. Moreover, while we established alternative methods to transfer data between the EU and U.S.
that addressed certain legal uncertainties that previously existed, some independent data regulators have adopted the
position that other forms of compliance, including the methods we rely upon now as do many other companies, are
also invalid.

Although GDPR has already gone into effect, there is still considerable uncertainty as to how to interpret and
implement many of its provisions. It is particularly challenging for companies operating in the cloud services space,
like us, to interpret and implement the GDPR.  If we fail to properly implement the GDPR for any reason, we may be
subject to fines and penalties. The GDPR may also change our business operations in ways that we cannot currently
predict that could increase our operating costs, decrease our profitability, or result in increased prices for our retail
offerings that may make our services less competitive. We cannot evaluate our potential liability at this time.

We could be liable for breaches of security on our website, 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 cloud software solutions and electronically
billing our customers is the secure transmission of confidential information and media 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 subject us to costly
breach notification and other mitigation obligations, class action lawsuits, investigations, fines, forfeitures or penalties
from governmental agencies that could adversely affect our operating results. The law relating to the liability of
providers of online payment services is currently unsettled and states may enact their own rules with which we may
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not comply. We rely on third-party providers to process and guarantee payments made by our subscribers up to certain
limits, and we may be unable to prevent our customers from fraudulently receiving goods and services. Our liability
risk will increase if a larger fraction of transactions effected using our cloud-based services involve fraudulent or
disputed credit card transactions.
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We may also experience losses due to subscriber fraud and theft of service. Subscribers have, in the past, obtained
access to our service without paying for monthly service and international toll calls by unlawfully using our
authorization codes or by submitting fraudulent credit card information. If our existing anti-fraud procedures are not
adequate or effective, consumer fraud and theft of service could have a material adverse effect on our business,
financial condition and operating results.

Natural disasters, war, terrorist attacks or malicious conduct could adversely impact our operations and could degrade
or impede our ability to offer services.

Our cloud communications services rely on uninterrupted connection to the Internet through data centers and
networks. Any interruption or disruption to our network, or the third parties on which we rely, could adversely impact
our ability to provide service. Our network could be disrupted by circumstances outside of our control including
natural disasters, acts of war, terrorist attacks or other malicious acts including, but not limited to, cyber-attacks. Our
headquarters, global networks operations center and one of our third-party data center facilities are located in the San
Francisco Bay Area, a region known for seismic activity. Should any of these events occur and interfere with our
ability to operate our network even for a limited period of time, we could incur significant expenses, lose substantial
amounts of revenue, suffer damage to our reputation, and lose customers. Such an event may also impede our
customers' connections to our network, since these connections also occur over the Internet, and would be perceived
by our customers as an interruption of our services, even though such interruption would be beyond our control. Any
of these events could have a material adverse impact on our business.

Our infringement of a third party's proprietary technology could disrupt our business.

There has been substantial litigation in the communications, cloud communication services, semiconductor,
electronics, and related industries regarding intellectual property rights and, from time to time, third parties may claim
that we, our customers, our licensees or parties indemnified by us are infringing, misappropriating or otherwise
violating their intellectual property rights. Third parties may also claim that our employees have misappropriated or
divulged their former employers' trade secrets or confidential information. Our broad range of current and former
technology, including IP telephony systems, digital and analog circuits, software, and semiconductors, increases the
likelihood that third parties may claim infringement by us of their intellectual property rights.

During our 2017 fiscal year, we were named as defendants in two lawsuits, each brought by a non-practicing entity
and alleging infringement of a single patent. During our 2016 fiscal year, we were similarly named as defendants in
two lawsuits in which we were alleged to have infringed patents. We were able to settle all four lawsuits relatively
quickly, although we have in the past been involved in patent infringement lawsuits that spanned several years.
Certain technology necessary for us to provide our services 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 technology, which we may not be able to negotiate at a price that is acceptable or at all. The existence of
such a patent, 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 are found to be infringing on the intellectual property rights of any third-party in lawsuits or proceedings that
may be asserted against us, we could be subject to monetary 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 us.
Furthermore, lawsuits like these may require significant time and expense to defend, may divert management's
attention away from other aspects of our operations and, upon resolution, may have a material adverse effect on our
business, results of operations, financial condition and cash flows.
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Inability to protect our 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 currently have several United States patent applications
pending. We cannot predict whether such pending patent applications will result in issued patents, and if they do,
whether such patents will effectively protect our intellectual property. The intellectual property rights we obtain may
not be sufficient to provide us with a competitive advantage, and could be challenged, invalidated, infringed or
misappropriated. 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.
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We attempt to further protect our proprietary technology and content by requiring our employees and consultants to
enter into confidentiality and assignment of inventions agreements and third parties to enter into nondisclosure
agreements. These agreements may not effectively prevent unauthorized use or disclosure of our confidential
information, intellectual property or technology and may not provide an adequate remedy in the event of unauthorized
use or disclosure of our confidential information, intellectual property or technology.

Litigation may be necessary in the future to enforce our intellectual property rights, to determine the validity and
scope of our proprietary rights or the 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.

We also may be required to protect our proprietary technology and content in an increasing number of jurisdictions, a
process that is expensive and may not be successful, or which we may not pursue in every location. In addition,
effective intellectual property protection may not be available to us in every country, and the laws of some foreign
countries may not be as protective of intellectual property rights as those in the United States. Additional uncertainty
may result from changes to intellectual property legislation enacted in the United States and elsewhere, and from
interpretations of intellectual property laws by applicable courts and agencies. Accordingly, despite our efforts, we
may be unable to obtain and maintain the intellectual property rights necessary to provide us with a competitive
advantage.

We may have difficulty attracting or retaining personnel with the technical skills and experience necessary to support
our growth.

Companies in the cloud communications industry compete aggressively for top talent in all areas of business, but
particularly sales and marketing, professional services and engineering, where employees with industry experience,
technical knowledge and specialized skill sets are particularly valued. Demand can be expected to increase if cloud
communications continues to gain a greater share of the global communications market. Some of our competitors may
respond to these competitive pressures by increasing employee compensation, paying more on average than we pay
for the same position. Any such disparity in compensation could make us less attractive to candidates as a potential
employer, which in turn may make it more difficult for us to hire and retain qualified employees. Training an
individual who lacks prior cloud communications experience to be successful in a sales or technical role can take
months or even years.

When an employee of 8x8 leaves to work for a competitor, not only are we impacted by the loss of the individual
resource, but we also face the risk that the individual will share our trade secrets with the competitor in violation of
their contractual and legal obligations to us. Our competitors have in the past and may in the future target their hiring
efforts on a particular department, and if we lose a group of employees to a competitor over a short time period, our
day-to-day operations may be impaired. While we may have remedies available to us through litigation, they would
likely take significant time and expense and divert management attention from other areas of the business.

If we increase employee compensation (beyond levels that reflect customary performance-based and/or cost-of-living
adjustments) in response to competitive pressures, we may sustain greater operating losses than we predicted in the
near term, and we may not achieve profitability within the timeframe we had expected, or at all.

Because our long-term growth strategy involves further expansion outside the United States, our business will be
susceptible to risks associated with international operations.

An important component of our growth strategy involves the further expansion of our operations and customer base
internationally. We have formed several subsidiaries outside the United States, including a Romanian subsidiary that
contributes significantly to our research and development efforts. We have also acquired two UK-based companies.
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The risks and challenges associated with sales and other operations outside the United States are different in some
ways from those associated with our operations in the United States, and we have a limited history addressing those
risks and meeting those challenges. Our current international operations and future initiatives will involve a variety of
risks, including:

localization of our services, including translation into foreign languages and associated expenses;• 
regulation of our services as traditional telecommunications services, requiring us to obtain authorizations or licenses to operate in
foreign jurisdictions, or alternatively preventing us from selling our full suite of services, or any services at all, in such jurisdictions;

• 

changes in a specific country or region's regulatory requirements, taxes, trade laws, or political or economic conditions;• 
more stringent regulations relating to data security and the unauthorized use of, access to, and transfer of, commercial and personal
information, particularly in the EU;

• 

differing labor regulations, especially in the EU and Latin America, where labor laws are generally more advantageous to employees
as compared to the United States, including deemed hourly wage and overtime regulations in these locations;

• 

challenges inherent in efficiently managing an increased number of employees over large geographic distances, including the need to
implement appropriate systems, policies, benefits and compliance programs;

• 

difficulties in managing a business in new markets with diverse cultures, languages, customs, legal systems, alternative dispute
systems and regulatory systems;

• 

increased travel, real estate, infrastructure and legal compliance costs associated with international operations;• 
different pricing environments, longer sales cycles, longer accounts receivable payment cycles and other collection difficulties;• 
currency exchange rate fluctuations and the resulting effect on our revenue and expenses, and the cost and risk of entering into hedging
transactions if we chose to do so in the future;

• 

limitations on our ability to reinvest earnings from operations in one country to fund the capital needs of our operations in other
countries;

• 

laws and business practices favoring local competitors or general preferences for local vendors;• 
limited or insufficient intellectual property protection;• 
political instability or terrorist activities;• 

22

Edgar Filing: 8X8 INC /DE/ - Form 10-K

46



exposure to liabilities under anti-corruption and anti-money laundering laws, including the U.S. Foreign Corrupt Practices Act, the UK
Bribery Act 2010 and similar laws and regulations in other jurisdictions; and

• 

adverse tax burdens and foreign exchange controls that could make it difficult to repatriate earnings and cash.• 

We have limited experience in operating our business internationally, which increases the risk that any potential future
expansion efforts that we may undertake will not be successful. We expect to invest substantial time and resources to
expand our international operations. If we are unable to do this successfully and in a timely manner, our business and
operating results could be materially adversely affected.

Acquisitions may divert our management's attention, result in dilution to our stockholders and consume resources that
are necessary to sustain our business.

In the last four years we have acquired several businesses.   If appropriate opportunities present themselves, we may
make additional acquisitions or investments or enter into joint ventures or strategic alliances with other companies.
Risks commonly encountered in such transactions include:

the difficulty of assimilating the operations and personnel of the combined companies:• 
the risk that we may not be able to integrate the acquired services or technologies with our current services, products, and
technologies;

• 

the potential disruption of our ongoing business;• 
the diversion of management attention from our existing business;• 
the inability of management to maximize our financial and strategic position through the successful integration of the acquired
businesses;

• 

difficulty in maintaining controls, procedures, and policies;• 
the impairment of relationships with employees, suppliers, and customers as a result of any integration;• 
the loss of an acquired base of customers and accompanying revenue;• 
the loss of an acquired base of customers and accompanying revenue while trying to transition the customer from the legacy systems
to 8x8's technology due to mismatch of the features, usability, packaging, or pricing at the renewal times;

• 

the loss of an acquired base of customers and accompanying revenue due to failure and/or lack of maintenance/support for the legacy
services and/or equipment/software/services being end of life;

• 

additional regulatory compliance obligations and costs associated with the acquired operations;• 
litigation arising from or relating to the transaction;• 
the assumption of leased facilities, other long-term commitments or liabilities that could have a material adverse impact on our
profitability and cash flow; and

• 

the dilution to our existing stockholders from the issuance of additional shares of common stock or reduction of earnings per
outstanding share in connection with an acquisition that fails to increase the value of our company.

• 

As a result of these potential problems and risks, among others, businesses that we may acquire or invest in may not
produce the revenue, earnings, or business synergies that we anticipate. For example, during our 2018 fiscal year, we
discontinued marketing ContactNow, which we had acquired through our purchase of DXI Limited in 2015, as a
stand-alone product. In addition, there can be no assurance that any potential transaction will be successfully
completed or that, if completed, the acquired business or investment will generate sufficient revenue to offset the
associated costs or other potential harmful effects on our business.

The United Kingdom's withdrawal from the EU may adversely impact our operations in the United Kingdom and
elsewhere.

On June 23, 2016, voters in the United Kingdom approved an advisory referendum to withdraw from the EU.  The
political uncertainty that it has raised extends to regulatory uncertainty associated with the proposed exit from the EU.
Since the vote to withdraw from the EU, negotiations and arrangements between the United Kingdom, the EU and
other countries outside of the EU have been, and will continue to be, complex and time consuming. The potential
withdrawal could adversely impact our UK subsidiary, Voicenet Solutions Ltd., and add operational complexities that
did not previously exist. Currently, the most immediate impact may be to the relevant regulatory regimes under which
Voicenet operates, including the offering of communications services, as well as data privacy. The timing of the
proposed exit was recently agreed upon and is now scheduled for May 2019, with a transition period running through
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December 2020. However, the impact on regulatory regimes remains uncertain. At this time, we cannot predict the
impact that an actual exit from the EU will have on Voicenet nor the potential collateral impact it may have on our
operations elsewhere including the U.S.

23

Edgar Filing: 8X8 INC /DE/ - Form 10-K

48



Our future operating results may vary substantially from period to period and may be difficult to predict.

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, some of which are outside our control. These include, but are
not limited to:

changes in market demand;• 
the timing of customer subscriptions for our cloud software solutions;• 
customer cancellations;• 
changes in the competitive dynamics of our market, including consolidation among competitors or customers;• 
lengthy sales cycles and/or regulatory approval cycles;• 
new product introductions by us or our competitors;• 
extent of market acceptance of new or existing services and features;• 
the mix of our customer base and sales channels;• 
the mix of services sold;• 
the number of additional customers, on a net basis;• 
the amount and timing of costs associated with recruiting, training and integrating new employees;• 
unforeseen costs and expenses related to the expansion of our business, operations and infrastructure;• 
continued compliance with industry standards and regulatory requirements;• 
material security breaches or service interruptions due to cyberattacks or infrastructure failures or unavailability;• 
introduction and adoption of our cloud software solutions in markets outside of the United States;• 
changes in the recognition pattern of revenues and operating expenses as a result of new regulations, accounting principles and their
interpretations, such as Financial Accounting Standards Board's Accounting Standards Update ("ASU") No. 2014-09, Revenue from
Contracts with Customers (Topic 606); and

• 

general economic conditions.• 

Due to these and other factors, we believe that period-to-period comparisons of our results of operations are not
meaningful and should not be relied upon as indicators of our future performance. It is possible that in some future
periods our results of operations may be below the expectations of public market analysts and investors. If any of
these were to occur, the price of our common stock would likely decline significantly.

In addition, changes in regulatory and accounting principles, and our interpretation of these and judgments used in
applying them to our facts and circumstances, could have a material effect on our results of operations and financial
condition. We also need to revise our business processes, systems and controls which requires significant management
attention and may negatively affect our financial reporting obligations.

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

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 cloud-based communications and collaboration services rely heavily on
communication standards such as SIP, MGCP and network standards such as TCP/IP and UDP 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 FCC regarding electromagnetic radiation and safety standards established by Underwriters Laboratories, as well as
similar regulations and standards applicable in other countries. Standards are frequently modified or replaced. As
standards evolve, we may be required to modify our existing products or develop and support new versions of our
products. We must comply with certain federal, state and local requirements regarding how we interact with our
customers, including marketing practices, consumer protection, privacy, and billing issues, the provision of 9-1-1 or
other international emergency services, including location data and the quality of service we provide to our customers.
The failure of our products and services to comply, or delays in compliance, with various existing and evolving
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volume production of our communications and collaboration services, subject us to fines or other imposed penalties,
or harm the perception and adoption rates of our service, any of which would have a material adverse effect on our
business, financial condition or operating results.

For example:

Regulation of our services as telecommunications services may require us to obtain authorizations or licenses to operate in foreign
jurisdictions and comply with legal requirements applicable to traditional telephony providers. Regulators around the world,
including those in the European Union generally do not distinguish between our cloud-based communications services and traditional
telephony services. By entering additional international markets we may subject ourselves to significant regulation from foreign
telecommunications authorities, including obligations to obtain telecommunications licenses and authorizations, complying with
consumer protection laws and cooperating with local law enforcement authorities. This regulation impacts our ability to differentiate
ourselves from incumbent service providers and imposes substantial compliance costs on us. Regulation restricts our ability to
compete and, in some jurisdictions, it may restrict how we are able to expand our service offerings. Moreover, the regulatory
environment is constantly evolving and changes to the applicable regulations may have an adverse effect upon our business by
imposing additional compliance costs, modifying our technology and operations and in general affecting our profitability.

• 

Reform of federal and state Universal Service Fund programs and payment of regulatory and other fees in international markets,
could increase the cost of our service to our customers diminishing or eliminating our pricing advantage. The FCC and a number of
states are considering reform or other modifications to Universal Service Fund programs. Furthermore, the FCC has ruled that states
can require us to contribute to state Universal Service Fund programs. A number of states already require us to contribute, while others
are actively considering extending their programs to include the services we provide. At the same time, foreign regulatory authorities
may impose regulatory fees or other contributions on our services. Should the FCC, states or foreign regulators adopt new contribution
mechanisms or otherwise modify contribution obligations that increase our contribution burden, we will either need to raise the
amount we currently collect from our customers to cover these obligations or absorb the costs, which would reduce our profit margins.
We currently pass-through Universal Service Fund contributions and certain other fees to our customers, which may result in our
services becoming less competitive as compared to those provided by others.

• 

We may become subject to state regulation for certain service offerings. Certain states take the position that offerings by VoIP
providers, like us, are intrastate and therefore subject to state regulation. These states argue that if the beginning and end points of
communications are known, and if some of these communications occur entirely within the boundaries of a state, the state can regulate
that offering. We believe that the FCC has preempted states from regulating VoIP services like ours in the same manner as providers
of traditional telecommunications services. We cannot predict how this issue will be resolved or its impact on our business at this time.

• 

The FCC adopted rules concerning call completion rates to rural areas of the United States. It is possible that we, like other
providers in the communications marketplace, may be subject to fines or other enforcement actions should the FCC determine that our
call completion rates to rural areas are, or have been, unacceptable.

• 

The FCC and foreign regulators may require providers like us to comply with regulations related to how we present bills to
customers. The adoption of such obligations may require us to revise our bills and may increase our costs of providing service which
could either result in price increases or reduce our profitability.

• 

There may be risk associated with our ability to comply with U.S. and foreign rules concerning disabilities access requirements and
the FCC and foreign regulators may expand disabilities access requirements to additional services we offer. We cannot predict
whether we will be subject to additional accessibility requirements or whether any of our service offerings that are not currently
subject to disabilities access requirements will be subject to such obligations. It is possible that we, like other providers in the
communications marketplace, may be subject to fines or other enforcement actions if we are found not to be in compliance with the
FCC's and foreign accessibility requirements.

• 

There may be risks associated with our ability to comply with requirements of the Telecommunications Relay Service and similar
foreign statutes. The FCC requires providers of interconnected VoIP services to comply with certain regulations pertaining to people
with disabilities and to contribute to the Telecommunications Relay Services fund. We are also required to offer 7-1-1 abbreviated
dialing for access to relay services. At the same time, several foreign regulators also mandate accessibility requirements for people
with disabilities. It is possible that we, like other providers in the communications marketplace, may be subject to fines or other
enforcement actions if we are found not to be in compliance with these requirements, including the FCC's 7-1-1 abbreviated dialing
obligations.

• 
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There may be risks associated with our ability to comply with the requirements of U.S. and foreign law enforcement agencies. The
FCC requires all interconnected VoIP providers to comply with the Communications Assistance for Law Enforcement Act, or
CALEA. Similarly, foreign regulatory frameworks require VoIP providers to comply with local assistance to law enforcement laws
and cooperation with local authorities in conducting wiretaps, pentraps and other surveillance activities. The FCC and other regulators
may allow VoIP providers to comply with CALEA and similar statutes through the use of a service provided by a trusted third-party
with the ability to extract call content and call-identifying information from a VoIP provider's network. Regardless of our reliance on a
third party for compliance, it is possible that we, like other providers in the communications marketplace, may be subject to fines or
other enforcement actions if we are found not to be in compliance with our obligations under CALEA or other similar assistance with
law enforcement statutes.

• 

U.S. and foreign regulations may require us to deploy an E-911 or access to emergency service that automatically determines the
location of our customers. In 2007, the FCC released a Notice of Proposed Rulemaking, in which it tentatively concluded that all
interconnected VoIP providers that allow customers to use their service in more than one location (nomadic VoIP service providers,
such as us), must utilize an automatic location technology that meets the same accuracy standards which apply to providers of
commercial mobile radio services (mobile phone service providers). Since then, the FCC has been conducting proceedings and
inquiries concerning the implementation of such a rule, including possible changes to the manner providers provision E-911 services
on mobile applications. At the same time, foreign regulatory authorities, have conducted similar proceedings mandating VoIP
providers in the applicable jurisdiction to provide caller location data when completing calls to the local emergency service numbers.
The outcome of these proceedings cannot be determined at this time and we may or may not be able to comply with any such
obligations that may be adopted. At present, we currently have no means to automatically identify the physical location of one of our
customers on the Internet. We cannot guarantee that emergency calling service consistent with the FCC's order and other similar
foreign orders will be available to all of our customers, especially those accessing our services from outside of the United States.
Compliance with these obligations could result in service price increases and could have a material adverse effect on our business,
financial condition or operating results.

• 

The FCC adopted orders reforming the system of payments between regulated carriers that we partner with to interface with the
public switch telephone network. The FCC reformed the system under which regulated providers of telecommunications services
compensate each other for various types of traffic, including VoIP traffic that terminates on the PSTN and applied new call signaling
requirements to VoIP providers and other service providers. The FCC's new rules require, among other things, interconnected VoIP
providers, like us, that originate interstate or intrastate traffic destined for the PSTN, to transmit the telephone number associated with
the calling party to the next provider in the call path. Intermediate providers must pass calling party number or charge number
signaling information they receive from other providers unaltered, to subsequent providers in the call path. While we believe we are in
compliance with this rule, to the extent that we pass traffic that does not have appropriate calling party number or charge number
information, we could be subject to fines, cease and desist orders, or other penalties. The FCC's Order reforming payments between
carriers for various types of traffic may result in increasing the payments we make to underlying carriers to access the PSTN, which
may result in us increasing the retail price of our service, potentially making our offering less competitive with traditional providers of
telecommunications services, or may reduce our profitability.

• 

Our emergency and E-911 calling services are different from those offered by traditional wireline telephone
companies and may expose us to significant liability. There may be risks associated with limitations associated with
E-911 and other emergency dialing with the 8x8 service.

Both our emergency calling service and our E-911 calling service are different, in significant respects, from the
emergency calling services offered by traditional wireline telephone companies in the United States and abroad. In
each case, the differences may cause significant delays, or even failures, in callers' receipt of the emergency assistance
they need.

The FCC may determine that our nomadic emergency calling service does not satisfy the requirements of its VoIP
E-911 order because, in some instances, our nomadic emergency calling service requires that we route an emergency
call to a national emergency call center instead of connecting our customers directly to a local public-safety answering
point through a dedicated connection and through the appropriate selective router. Similarly, foreign
telecommunications regulators may determine that our nomadic emergency calling service does not meet applicable
local emergency dialing and location requirements.

Delays our customers may encounter when making emergency services calls and any inability of the answering point
to automatically recognize the caller's location or telephone number can result in life threatening consequences.
Customers may, in the future, attempt to hold us responsible for any loss, damage, personal injury or death suffered as
a result of any failure of our E-911 services and other emergency dialing services.
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The New and Emerging Technologies 911 Improvement Act of 2008 provides public safety entities, interconnected
VoIP providers and others involved in handling 911 calls the same liability protections when handling 911 calls from
interconnected VoIP users as from mobile or wired telephone service users. The applicability of the liability
protections to our national call center service is unclear at the present time.

Alleged or actual failure of our solutions to comply with regulations governing outbound dialing, including
regulations under the Telephone Consumer Protection Act of 1991 and similar foreign statutes, could harm our
business, financial condition, results of operations and cash flows.

The legal and contractual environment surrounding calling consumers and wireless phone numbers is complex and
evolving. In the United States, two federal agencies, the Federal Trade Commission ("FTC") and the FCC, and various
states have enacted laws including, at the federal level, the Telephone Consumer Protection Act of 1991, or TCPA,
that restrict the placing of certain telephone calls and texts to residential and wireless telephone subscribers by means
of automatic telephone dialing systems, prerecorded or artificial voice messages and fax machines. Internationally, we
are also subject to similar laws imposing limitations on marketing calls to wireline and wireless numbers and
compliance with do not call rules. These laws require companies to institute processes and safeguards to comply with
these restrictions. Some of these laws can be enforced by the FTC, FCC, State Attorneys General, foreign regulators
or private party litigants. In these types of actions, the plaintiff may seek damages, statutory penalties, costs and/or
attorneys' fees.

It is possible that the FTC, FCC, foreign regulators, private litigants or others may attempt to hold our customers, or
us as a software provider, responsible for alleged violations of these laws. In the event that litigation is brought, or
fines are assessed, against us, we may not successfully enforce or collect upon any contractual indemnities we may
have from our customers. Additionally, any changes to these laws or their interpretation that further restrict calling
consumers, any adverse publicity regarding the alleged or actual failure by companies, including our customers and
competitors, to comply with such laws, or any governmental or private enforcement actions related thereto, could
result in the reduced use of our solution by our clients and potential clients, which could harm our business, financial
condition, results of operations and cash flows.

Failure of our back-end information technology systems to function properly could result in significant business
disruption.

We rely on IT systems to manage numerous functions of our internal operations, some of which were internally
developed IT systems that were not fully integrated among themselves, or with our third-party ERP system. These IT
systems require specialized knowledge for which we have to train new personnel, and if we were to experience an
unusual increase in attrition of our IT personnel, we may not be adequately equipped to respond to an IT system
failure. These IT systems were developed at a time when we provided services primarily to SMB customers and they
may not be able to accommodate the requirements of larger enterprises as effectively as more modern and flexible
solutions. Continued reliance on these systems may harm us competitively and impede our efforts to sell to larger
enterprises.

Although we are in the process of upgrading a number of our IT systems, including our ERP software, our
quote-to-cash software and our customer service and support software, we face risks relating to these transitions. For
example, we may incur greater costs than we anticipate to train our personnel on the new systems; we may experience
more errors in our records during the transition; and we may be delayed in meeting our various reporting obligations.
To the extent any of these risks or events impact our customer service, we may experience an increase in customer
attrition, which could have a material adverse impact on our results of operations.

Our inability to use software licensed from third parties, or our use of open source software under license terms that
interfere with our proprietary rights, could disrupt our business.
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Our technology platform incorporates software licensed from third parties, including some software, known as open
source software, which we use without charge. Although we monitor our use of open source software, the terms of
many open source licenses to which we are subject have not been interpreted by U.S. or foreign courts, and there is a
risk that such licenses could be construed in a manner that imposes unanticipated conditions or restrictions on our
ability to provide our platform to our customers. In the future, we could be required to seek licenses from third parties
in order to continue offering our platform, which licenses may not be available on terms that are acceptable to us, or at
all. Alternatively, we may need to re-engineer our platform or discontinue use of portions of the functionality provided
by our platform. In addition, the terms of open source software licenses may require us to provide software that we
develop using such software to others on unfavorable license terms. Our inability to use third-party software could
result in disruptions to our business, or delays in the development of future offerings or enhancements of existing
offerings, which could impair our business.
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Decreasing telecommunications rates and increasing regulatory charges may diminish or eliminate our competitive
pricing advantage versus legacy providers.

Decreasing telecommunications rates may diminish or eliminate the competitive pricing advantage of our services,
while increased regulation and the imposition of additional regulatory funding obligations at the federal, state, local
and foreign level could require us to either increase the retail price for our services, thus making us less competitive,
or absorb such costs, thus decreasing our profit margins. International and domestic telecommunications rates have
decreased significantly over the last few years in most of the markets in which we operate, and we anticipate these
rates will continue to decline in all of the markets in which we do business or expect to do business. Users who select
our services to take advantage of the current pricing differential between traditional telecommunications rates and our
rates may switch to traditional telecommunications carriers if such pricing differentials diminish or disappear, and we
will be unable to use such pricing differentials to attract new customers in the future. Continued rate decreases would
require us to lower our rates to remain competitive in the United States and abroad and would reduce or possibly
eliminate any gross profit from our services. In addition, we may lose subscribers for our services.

Certain provisions in our charter documents and Delaware law could discourage takeover attempts and lead to
management entrenchment

.

Our restated certificate of incorporation and amended and restated bylaws contain provisions that could have the effect
of delaying or preventing changes in control or changes in our management without the consent of our board of
directors, including, among other things:

no cumulative voting in the election of directors, which limits the ability of minority stockholders to elect director candidates;• 
the ability of our board of directors to issue shares of preferred stock and to determine the price and other terms of those shares,
including preferences and voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a
hostile acquirer;

• 

the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of our board of directors or the
resignation, death or removal of a director, which prevents stockholders from being able to fill vacancies on our board of directors;

• 

a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an annual or special meeting of
our stockholders;

• 

the requirement that a special meeting of stockholders may be called only by a majority vote of our Board of Directors or by
stockholders holdings shares of our common stock representing in the aggregate a majority of votes then outstanding, which could
delay the ability of our stockholders to force consideration of a proposal or to take action, including the removal of directors;

• 

the ability of our board of directors, by majority vote, to amend our amended and restated bylaws, which may allow our board of
directors to take additional actions to prevent a hostile acquisition and inhibit the ability of an acquirer to amend our amended and
restated bylaws to facilitate a hostile acquisition; and

• 

advance notice procedures with which stockholders must comply to nominate candidates to our board of directors or to propose
matters to be acted upon at a stockholders' meeting, which may discourage or deter a potential acquirer from conducting a solicitation
of proxies to elect the acquirer's own slate of directors or otherwise attempting to obtain control of us.

• 

We are also subject to certain anti-takeover provisions under the General Corporation Law of the State of Delaware,
or the DGCL. Under Section 203 of the DGCL, a corporation may not, in general, engage in a business combination
with any holder of 15% or more of its capital stock unless the holder has held the stock for three years or (i) our board
of directors approves the transaction prior to the stockholder acquiring the 15% ownership position, (ii) upon
consummation of the transaction that resulted in the stockholder acquiring the 15% ownership position, the
stockholder owns at least 85% of the outstanding voting stock (excluding shares owned by directors or officers and
shares owned by certain employee stock plans) or (iii) the transaction is approved by the board of directors and by the
stockholders at an annual or special meeting by a vote of 66 2/3% of the outstanding voting stock (excluding shares
held or controlled by the interested stockholder). These provisions in our restated certificate of incorporation and
amended and restated bylaws and under Delaware law could discourage potential takeover attempts.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our principal operations are located in San Jose, California, in two facilities that consist of approximately 140,831
square feet of combined leased office space.  The leases expire in 2019 and 2020, respectively. In January 2018, we
entered into a lease for a new office building in San Jose. We intend to move our employees and operations from our
two existing offices to the new office building in phases, beginning in the fourth quarter of fiscal year 2019.

Outside the United States our operations are conducted primarily in leased office space located in the United Kingdom
(primarily used for sales and support in Europe) and Romania (primarily used for research and development).

In addition, we lease space from third-party datacenter hosting facilities under co-location agreements in the United
States and in a number of countries across the globe, including South America, Europe, Asia, and the South Pacific.

We believe that we will be able to obtain additional space at other locations at commercially reasonable terms to
support our continuing expansion. For additional information regarding our obligations under leases, see Note 5 to the
consolidated financial statements contained in Part II, Item 8 of this Annual Report.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we become involved in various legal claims and litigation that arise in the normal course of our
operations. While the results of such claims and litigation cannot be predicted with certainty, we are not currently
aware of any such matters that we believe would have a material adverse effect on our financial position, results of
operations or cash flows.

As of May 24, 2018, the Company was not a party in any material litigation matters.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Since December 8, 2017, our common stock is traded under the symbol "EGHT" and is listed on the New York Stock
Exchange, Inc. (NYSE). Previous to December 8, 2017, our common stock traded under the symbol "EGHT" and was
listed on the Nasdaq Global Select Market of the Nasdaq Stock Market national securities exchange.

We have never paid cash dividends on our common stock and have no plans to do so in the foreseeable future. As of
May 23, 2018, there were 214 holders of record of our common stock.
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The following table sets forth the range of high and low close prices for each period indicated:

Period High Low

Fiscal 2018:

     First quarter $ 15.35 $ 12.70 

     Second quarter $ 14.80 $ 12.70 

     Third quarter $ 14.80 $ 12.20 

     Fourth quarter $ 20.25 $ 14.40 

Fiscal 2017:

     First quarter $ 14.61 $ 10.19 

     Second quarter $ 15.43 $ 12.94 

     Third quarter $ 15.63 $ 13.05 

     Fourth quarter $ 16.50 $ 14.20 

See Item 12 of Part III of this Annual Report regarding information about securities authorized for issuance under our
equity compensation plans.

The graph below shows the cumulative total stockholder return over a five year period assuming the investment of
$100 on March 31, 2013 in each of 8x8's common stock, the NASDAQ Composite Index and the NASDAQ
Telecommunications Index. The graph is furnished, not filed, and the historical return cannot be indicative of future
performance.
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Issuer Purchases of Equity Securities

There was no activity under the Repurchase Plan for the three months ended March 31, 2018. The dollar value of
shares that may yet to be purchased under the Repurchase plan is approximately $7.1 million.

ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected consolidated financial data of 8x8 Inc. for each year in the five year period
ended March 31, 2018.  The following selected consolidated financial data is qualified by reference to and should be
read in conjunction with "Management's Discussion and Analysis of Financial Condition and Results of Operations"
and with the consolidated financial statements, related notes thereto and other financial information included
elsewhere in this Annual Report on Form 10-K.

Years Ended March 31,
2018 2017 2016 2015 2014

(in thousands, except per share amounts)
Total revenues $ 296,500 $ 253,388 $ 209,336 $ 162,413 $ 128,597 
Net income (loss) $ (104,497) $ (4,751) $ (5,120) $ 1,926 $ 2,514 
Net income (loss) per share:
     Basic $ (1.14) $ (0.05) $ (0.06) $ 0.02 $ 0.03 
     Diluted $ (1.14) $ (0.05) $ (0.06) $ 0.02 $ 0.03 
Total assets $ 277,209 $ 333,855 $ 313,452 $ 295,624 $ 299,203 
Accumulated deficit $ (201,464) $ (114,610) $ (109,859) $ (104,739) $ (106,665)
Total stockholders' equity $ 218,774 $ 288,601 $ 275,306 $ 272,211 $ 278,178 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

OVERVIEW

We are a leading provider of global cloud communications and customer engagement solutions to over a million
business users worldwide. Our suite of products integrates cloud communications, conferencing, collaboration and
contact center solutions so today's organization can deliver exceptional employee and customer experiences. Our
technology provides one integrated platform for employees and customers engagement solutions, as well as a
real-time data analytics platform for constant learning and improvement.

SUMMARY AND OUTLOOK

Our total service revenue grew 19% year-over-year to $280.4 million. We continued to show an increase in our
average monthly service revenue per customer (ARPU), which grew to $450, compared with $412 in fiscal 2017, as
we are selling more to mid-market and enterprise customers. Service revenue from mid-market and enterprise
customers represented 58% of total service revenue and grew 29% over the prior year. We also increased the number
of deals where customers purchase our integrated communications and contact center solution, which we have referred
to as combination deals.

In order to position ourselves for our next phase of growth, we pursued several strategic initiatives.

First, we split our internal sales operations into two separate business units-Small Business and eCommerce, aimed at
businesses with 1 to 99 employees, and Mid-market and Enterprise, aimed at businesses with 100 or more employees.
By establishing two separate business units for sales purposes, this will allow us to optimize our sales and marketing
strategies around the specific needs of each customer segment.

Second, we expanded the scope of our channel programs. The 8x8 channel strategy has been instrumental in winning
large and mid-market enterprise customers, and we believe the channel will play a key role in further scaling our
business. In fiscal 2018, we expanded and enhanced our global partner program, including through the training,
enablement and certification of an increasing number of partners, and in August 2017, we launched a formal channel
enablement program.

Third, we continued the advancement of our technology and product development to build a comprehensive and
integrated platform of solutions. We announced the upcoming launch of the X Series: a seamless integration of our
contact center, meeting, and video conferencing into a unified suite. The X series will encompass a suite of products
ranging from X1 through X8. It is designed to be a single system of enterprise engagement that will unlock rich data
and insights that are not available to businesses that rely on multiple platforms and multiple providers for their
communications, collaborations and contact center needs.  Artificial Intelligence and Machine Learning will be
foundational elements to our X Series solutions, and our commitment to these technologies led to investments and key
hires in fiscal 2018 as well as the acquisition of MarianaIQ Inc. in April 2018.

Fourth, we continued to expand our global footprint. International markets outside of the US and Canada represented
10% of total revenue in fiscal 2018. We announced our expansion into France and we continued to build sales
capacity in Australia. We also enhanced our global carrier network and have customers accessing our services from
over 150 countries around the world. Lastly, we grew headcount to over 1,200 employees worldwide. We hired talent
across the organization with a primary focus on sales, marketing and product innovation functions in the United States
and European offices.

As we continue to focus on our market opportunity, we intend to further increase our investments in engineering,
marketing, sales, deployment, and customer support activities. We expect our expenses to grow materially in all of
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these categories, and we are targeting a year-over-year growth rate for service revenue, excluding revenue from DXI,
of approximately 25% in our fourth fiscal quarter of 2019. In achieving these objectives, we face many risks,
including those described under "RISK FACTORS."

SELECTED OPERATING STATISTICS

We periodically review certain key business metrics, within the context of our articulated performance goals, in order
to evaluate the effectiveness of our operational strategies, allocate resources and maximize the financial performance
of our business. The selected operating statistics include the following:

Selected Operating Statistics
March 31, Dec. 31, Sept. 30, June 30, March 31,

2018 2017 2017 2017 2017
Business customers average monthly service revenue per customer (1) $ 469 $ 454 $ 442 $ 432 $ 426 
Monthly business service revenue churn (2)(3) 0.3% 0.4% 0.4% 0.6% 0.7%

Overall service margin 81% 83% 81% 82% 83%
Overall product margin -45% -27% -17% -22% -9%
Overall gross margin 75% 78% 75% 76% 77%
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____________

(1) Business customer average monthly service revenue per customer is service revenue from business
customers in the period divided by the number of months in the period divided by the simple average
number of business customers during the period.

(2) Business customer service revenue churn is calculated by dividing the service revenue lost from business
customers (after the expiration of 30-day trial) during the period by the simple average of business
customer service revenue during the same period and dividing the result by the number of months in the
period.

(3) Excludes DXI business customer service revenue churn for all periods presented.
RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our Consolidated Financial Statements and related notes
included elsewhere in this Annual Report.

We have minimal seasonality in our business, but typically sales of new subscriptions in our fourth fiscal quarter are
greater than in any of the first three quarters of the fiscal year. We believe this occurs because the customers we target
have a tendency to spend a relatively greater portion of their annual capital budgets at the beginning of the calendar
year compared with each of the last three quarters of the year.

REVENUE

Years Ended March 31, Year-over-Year Change
2018 2017 2016 2017 to 2018 2016 to 2017

(dollar amounts in thousands)
Service revenue $ 280,430 $ 235,816 $ 192,241 $ 44,614 18.9% $ 43,575 22.7%
Percentage of total revenue 94.6% 93.1% 91.8%

Service revenue consists primarily of revenues attributable to the provision of our 8x8 cloud communication and
collaboration software solutions.

The increase in fiscal year 2018, compared with fiscal year 2017, was primarily attributable to an increase in our
business customer subscriber base (net of customer churn) in particular, to mid-market and enterprise customers, our
fastest growing customer segments, and an increase in the average monthly service revenue per customer. Our
business service subscriber base grew from approximately 49,200 customers at the end of fiscal 2017 to more than
53,800 customers on March 31, 2018. Average monthly service revenue per customer for the fiscal year increased
from $412 for fiscal 2017 to $450 for fiscal 2018. We expect growth in the number of business customers and average
monthly service revenue per customer to continue to grow in fiscal 2019.

The increase in fiscal year 2017, compared with fiscal year 2016, was primarily attributable to an increase in our
business customer subscriber base (net of customer churn), in particular, to mid-market and enterprise customers, and
an increase in the average monthly service revenue per customer. Our business service subscriber base grew from
approximately 45,700 customers at the end of fiscal 2016 to approximately 49,200 customers on March 31, 2017.
Average monthly service revenue per customer for the fiscal year increased from $367 for fiscal 2016 to $412 for
fiscal 2017. These growth factors were partially offset by the discontinuance of a certain customer segment of the
United Kingdom based platform-as-a-service (DXI PaaS) that was acquired in fiscal 2016 as part of the DXI
acquisition, and the decline of the GBP exchange rate to the USD.

Years Ended March 31, Year-over-Year Change
2018 2017 2016 2017 to 2018 2016 to 2017

(dollar amounts in thousands)
Product revenue $ 16,070 $ 17,572 $ 17,095 $ (1,502) -8.5% $ 477 2.8%
Percentage of total revenue 5.4% 6.9% 8.2%
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Product revenue consists primarily of revenues from sales of IP telephones in conjunction with our cloud telephony
service. Product revenue is only dependent on the number of customers who choose to purchase an IP telephone in
conjunction with our service instead of using the solution on their cell phone or computer. We expect customers to
continue to adopt our mobile and desktop solutions in the future.

No single customer represented more than 10% of our total revenues during fiscal 2018, 2017 or 2016.
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The following table illustrates our net revenues by geographic area. Revenues are attributed to countries based on the
destination of shipment and the customer's service address.

Years Ended March 31,
2018 2017 2016

Americas (principally US) 90% 89% 87%
Europe (principally UK) 10% 11% 13%

100% 100% 100%

COST OF REVENUE

Years Ended March 31, Year-over-Year Change
2018 2017 2016 2017 to 2018 2016 to 2017

(dollar amounts in thousands)
Cost of service revenue $ 50,689 $ 42,400 $ 37,078 $ 8,289 19.5% $ 5,322 14.4%
Percentage of service revenue 18.1% 18.0% 19.3%

Cost of service revenue primarily consists of costs associated with network operations and related personnel,
communication origination and termination services provided by third-party carriers, and technology licenses, and
amortization of internally developed software.

The increase in cost of service revenue for fiscal 2018 from fiscal 2017 was primarily due to a $1.9 million increase in
third-party network service expenses (due to increased call volumes associated with our subscription revenue growth),
a $1.7 million increase in amortization of capitalized software, a $1.0 million increase in payroll and related expenses,
a $1.0 million increase in licenses and fees, a $0.6 million increase in depreciation expense, and a $0.5 million
increase in amortization of intangibles.

The increase in cost of service revenue for fiscal 2017 from fiscal 2016 was primarily due to a $2.6 million increase in
third party network service expenses, a $0.6 million increase in licenses and fees, a $0.6 million increase in
stock-based compensation expenses, a $0.5 million increase in amortization expense, a $0.4 million increase in payroll
and related expenses, a $0.4 million increase in computer supply expenses, and a $0.2 million increase in temporary
personnel, consulting and outside service expenses.

We expect service gross margin to remain at comparable levels for fiscal 2019.

Years Ended March 31, Year-over-Year Change
2018 2017 2016 2017 to 2018 2016 to 2017

(dollar amounts in thousands)
Cost of product revenue $ 20,482 $ 19,714 $ 20,168 $ 768 3.9% $ (454) -2.3%
Percentage of product revenue 127.5% 112.2% 118.0%

The cost of product revenue consists primarily of IP telephones, estimated warranty obligations and direct and indirect
costs associated with product purchasing, scheduling, shipping and handling.

The increase in the cost of product revenue for fiscal 2018 from fiscal 2017 was primarily due to the increase in the
shipment of equipment to our business customers.

The decrease in the cost of product revenue for fiscal 2017 from fiscal 2016 was primarily due to a $0.2 million
decrease in the shipment of equipment to our business customers.
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RESEARCH AND DEVELOPMENT EXPENSES

Years Ended March 31, Year-over-Year Change
2018 2017 2016 2017 to 2018 2016 to 2017

(dollar amounts in thousands)
Research and development $ 34,797 $ 27,452 $ 24,040 $ 7,345 26.8% $ 3,412 14.2%
Percentage of total revenue 11.7% 10.8% 11.5%
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