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Form 10-Q

(Mark One)
x           QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2008

o           TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from ________ to ________

Commission file number 0-27549

SKYE INTERNATIONAL, INC.

(Exact name of registrant as specified in its charter)

Nevada 88-0362112
 (State or other jurisdiction of incorporation or
organization)

 (IRS Employer Identification No.)

7701 E. Gray Rd, Suite 4 Scottsdale, AZ 85260

(Address of principal executive offices) (Zip Code)

(480) 993-2300

(Registrant’s telephone number, including area code)

Not applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  xYes     oNo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
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company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer o
Non-accelerated filer o Smaller reporting company x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).  oYes     xNo

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date: 46,853,397 shares of Common Stock, $0.001 par value, as of April 23, 2008
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PART I - FINANCIAL INFORMATION

ITEM
1. 

FINANCIAL INFORMATION

Skye International, Inc. and Subsidiaries
CONSOLIDATED BALANCE SHEETS

March 31,
December

31,
2008 2007

(unaudited)
ASSETS

CURRENT ASSETS
Cash $ 25,757 $ 35,331
Accounts Receivable 23,750 -
Inventory 109,072 119,668
Prepaid Expenses 85,627 82,510

Total Current Assets 244,206 237,509

EQUIPMENT, NET 40,804 46,754

OTHER ASSETS
Patents 11,662 -
Deposits 2,460 2,460

Total Other Assets 14,122 2,460

Total Assets $ 299,132 $ 286,723

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)

CURRENT LIABILITIES
Accounts Payable $ 858,768 $ 1,227,923
Accrued Expenses 211,913 206,231
Notes Payable - Related Parties 2,053,821 1,905,763
Accrued Interest Payable 68,767 76,267
Warranty Accrual 34,570 34,570
Customer Deposits 103,371 103,371
Total Current Liabilities 3,331,210 3,554,125

Total Liabilities 3,331,210 3,554,125

STOCKHOLDERS' EQUITY
Common Stock: 100,000,000 shares
authorized at $0.001par value;
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Issued and outstanding 29,927,252 and
29,927,252 shares, respectively 29,927 29,927
Common Stock Subscribed 110,709 108,675
Paid in Capital 11,130,466 11,130,466
Accumulated Deficit (14,303,180) (14,536,470)

Total Stockholders' Equity (Deficit) (3,032,078) (3,267,402)

TOTAL LIABILITIES AND
STOCKHOLDERS EQUITY (DEFICIT) $ 299,132 $ 286,723

The accompanying notes are an integral part of these statements.

3
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Skye international, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Three Months Ended
March 31,

2008 2007

Operating Activities

Net Income (Loss) $ 233,290 $ (205,030)
Gain on Extinguishment of Debt (479,922) (2,153)
Depreciation Expense 2,713 2,761
Shares and options issued for services rendered - 188,400
Changes in assets and liabilities:
Inventory 10,596 52
Accounts Receivable (23,750) -
Prepaid Expense (3,117) -
Deposits - -
Accrued Interest Payable (7,500) 3,350
Accounts Payable 18,825 (104,283)
Accrued Expenses 5,682 -

Net Cash (Used) by Operating Activities (243,183) (116,903)

Investing Activities

Purchase  of Assets (8,425) (1,394)

Net Cash Provided (Used) by Investing Activities (8,425) (1,394)

Financing Activities

Stock Subscriptions 2,034 -
Proceeds from Notes Payable 240,000 145,897

Net Cash Provided by Financing Activities 242,034 145,897

Net Increase/(Decrease) in Cash (9,574) 27,600

Cash, Beginning of Year 35,331 8,672

Cash, End of Year $ 25,757 $ 36,272

Supplemental Information:
Taxes $ - $ -
Interest Expense $ 58,869 $ 18,476
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Non Cash Financing Activities:
Common Stock Issued for Debt $ - $ 1,000

The accompanying notes are an integral part of these statements.

4
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Skye International, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

Three Months Ended March
31,

2008 2007
REVENUES
Product Sales $ 23,750 $ -
Other Income - -

Total Revenues 23,750 -

Cost of Goods Sold 17,500 24,142

Gross Profit 6,250 (24,142)

EXPENSES
Legal and Professional 67,008 109,035
General and Administrative 119,656 22,767
Research and Development 8,799 30,000
Advertising and Marketing 3,337 -
Depreciation 2,713 2,761

Total Expenses 201,513 164,563

Net (Loss) from Operations (195,263) (188,705)

OTHER INCOME AND (EXPENSE)
Gain on Extinguishment of Debt 479,922 2,153
Interest Expense (51,369) (18,478)

Total Other Income (Expense) 428,553 (16,325)

Net Income (Loss) before Income Taxes 233,290 (205,030)

Income Tax Expense - -

NET INCOME (LOSS) $ 233,290 $ (205,030)

Basic and diluted income (loss) per share $ 0.01 $ (0.01)

Weighted Average Number of Common
Shares Outstanding 29,927,252 21,622,243

The accompanying notes are an integral part of these statements.
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Skye International, Inc., and Subsidiaries
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY (DEFICIT)

(unaudited)

Common Stock
Common

Stock Paid in Accumulated Total
Shares Amount Subscribed Capital Deficit Deficit

Balance December 31, 2006 21,622,243 $ 21,623 $ 108,675 $ 9,256,308 $ (12,527,800) $ (3,141,194)

Common stock issued for
related party services 591,000 591 154,119 154,710
Common stock issued for
consulting services 6,543,009 6,542 1,416,280 1,422,822
Common stock issued for
debt 110,000 110 18,790 18,900
Common stock issued for
cash 1,061,000 1,061 284,969 286,030
Net (Loss) (2,008,670) (2,008,670)

Balance December 31, 2007 29,927,252 29,927 108,675 11,130,466 (14,536,470) (3,267,402)

Common stock subscribed
for consulting services 2,034 2,034
Net Income 233,290 233,290

Balance March 31, 2008 29,927,252 $ 29,927 $ 110,709 $ 11,130,466 $ (14,303,180) $ (3,032,078)

The accompanying notes are an integral part of these statements.
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SKYE INTERNATIONAL, INC. AND SUBSIDIARIES
Notes to the Condensed Financial Statements

March 31, 2008 (Unaudited)

NOTE 1 -                      CONDENSED FINANCIAL STATEMENTS

The accompanying financial statements have been prepared by the Company without audit.  In the opinion of
management, all adjustments (which include only normal recurring adjustments) necessary to present fairly the
financial position, results of operations, and cash flows at March 31, 2008, and for all periods presented herein, have
been made.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States of America have been condensed or omitted.  It is
suggested that these condensed financial statements be read in conjunction with the financial statements and notes
thereto included in the Company’s December 31, 2007 audited financial statements.  The results of operations for the
periods ended March 31, 2008 and 2007 are not necessarily indicative of the operating results for the full years.

NOTE 2 -                      GOING CONCERN

The Company’s financial statements are prepared using generally accepted accounting principles applicable to a going
concern, which contemplates the realization of assets and liquidation of liabilities in the normal course of
business.  The Company has not yet established an ongoing source of revenues sufficient to cover its operating costs
and allow it to continue as a going concern.  Historically, the Company has incurred significant annual losses, which
have resulted in an accumulated deficit of $14,303,180 at March 31, 2008 which raises substantial doubt about the
Company’s ability to continue as a going concern.  The ability of the Company to continue as a going concern is
dependent on the Company increasing sales to the point it becomes profitable.  The Company may need to raise
additional capital for marketing to increase its sales. If the Company is unable to increase sales sufficiently or obtain
adequate capital, it could be forced to cease operation.  The accompanying financial statements do not include any
adjustments relating to the recoverability and classification of asset carrying amounts or the amount and classification
of liabilities that might result from the outcome of this uncertainty.

Management plans to increase sales by increasing its marketing program and to obtain additional capital from the
private placement of shares of its common stock. However, management cannot provide any assurances that the
Company will be successful in accomplishing any of its plans.

NOTE 3 -                      GAIN ON EXTINGUISHMENT OF DEBT

During the three months ended March 31, 2008, the Company determined that the Statute of Limitations under the
laws of the State of Arizona had expired on certain debts of its subsidiary Envirotech Systems Worldwide, Inc. as
previously carried on its financial statements. Accordingly, the Company recognized a gain of $479,922 for the
extinguishment of those debts.

NOTE 4 -                      SUBSEQUENT EVENTS

Subsequent to March 31, 2008, the Company issued 853,545 shares of its common stock at $0.20 per share for
services performed. Subsequent to March 31, 2008 the Company issued 12,072,600 shares of its common stock at
$0.08 for debt. Subsequent to March 31, 2008 the Company issued 4,000,000 shares of its common stock at $0.08 for
cash.
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ITEM
2. 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIALCONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjunction with the financial statements and accompanying notes
included in this Form 10-Q.

Plan of Operation.

The Company is in the business of designing, developing, manufacturing and marketing consumer lifestyle products,
including, initially, several models of electronic, tankless water heaters. Previously the Company produced, marketed
and sold its electronic tankless water heater products directly through the internet. The Fortis™ and Paradigm™ units, and
future products, however, are proposed to be sold primarily through manufacturer’s representatives in the wholesale
market.

Liquidity and Capital Resources.

A critical component of our operating plan impacting our continued existence is the ability to obtain additional capital
through equity and/or debt financing. Since inception, we have financed our cash flow requirements through issuances
of common stock and cash generated from our operations. As we continue our activities, we will continue to
experience net negative cash flows from operations, pending receipt of significant revenues that generate a positive
sales margin.  Commencing in the first quarter of 2007 and continuing throughout the third quarter, all of the
Company’s cash needs were met through loans advanced to the Company by certain of its related party directors.

The Company expects that additional operating losses will occur until net margins gained from sales revenue is
sufficient to offset the costs incurred for marketing, sales and product development. Until the Company has achieved a
sales level sufficient to break even, it will not be self-sustaining or be competitive in the areas in which it intends to
operate.  The Company will require additional funds to complete the ramping up for production of the FORTIS™, and to
fully implement its marketing plans and for continued operations.  Additionally, the Company will also require further
development funds in order to finalize a commercialized version of its consumer product utilizing the patented
Paradigm™ technology. We anticipate obtaining additional financing to fund operations through common stock
offerings, debt offerings and bank borrowings, to the extent available, or to obtain additional financing to the extent
necessary to augment our working capital.  In the event we cannot obtain the necessary capital to pursue our strategic
plan, we may have to significantly curtail our operations.  This would materially impact our ability to continue
operations. There is no assurance that the Company will be able to obtain additional funding when needed, or that
such funding, if available, can be obtained on terms acceptable to the Company.  

As of December 31, 2007 and continuing through March 31, 2008, the existing capital and anticipated funds from
operations were not sufficient to sustain Company operations or the business plan over the next twelve months. We
anticipate substantial increases in our cash requirements, which will require additional capital generated from the sale
of common stock, the sale of preferred stock, and/or debt financing. No assurance can be made that such financing
will be available, or available on terms acceptable to the Company. In any case, any financing may have a negative
impact on our financial condition and will likely result in an immediate and substantial dilution to our existing
stockholders.  

Executive Summary 

The Company’s business is the design production, marketing and sale of consumer appliances. Skye’s premier
consumer product is the FORTIS ™, a new series of electric tankless water heater. Skye will market the FORTIS ™
tankless water heater shortly through an established and growing list of manufacturer’s representatives located in many
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states across the United States. On the heels of FORTIS™ will be a new technology that Skye refers to as Paradigm™.
This technology ushers in an entirely new method of heating water that is both fast and extremely efficient. The
primary application for the Paradigm™ technology will be for the point-of-use instantaneous water heating market. Skye
is currently working to commercialize this technology into a suite of products that can be used in homes across North
America and Europe.

Once FORTIS™ is ready for commercial production and distribution, in late 2008, the Company’s success will be
dependent upon its ability to attract high quality distributors and manufacturer’s representatives to market its products.
To date, the Company has been able to attract distributors and manufacturer’s representative groups with a solid track
record selling tankless water heating devices to home builders and the wholesale plumbing trade. The Company is
unable to provide forecasts as to the amount of product it anticipates selling. As of March 31, 2008, the Company has
entered into contracts with a number of manufacturer’s representatives located in states across the Southwest and
Southeast of the U.S. Although existing agreements are currently under review by management, the current major
terms of the contracts are: (a) distributors receive a graduated discount based on volume with the greatest discount
being 35%, and 7% commissions to manufacturer’s representatives; (b) non-exclusive territories; (c) termination upon
30 days’ notice and; (d) no maximum purchase requirements and sales goals to be mutually agreed, or in default,
$1,000,000 per territory. The Company plans on assisting in the training of its U.S. distributors and manufacturers
representatives in the safe installation and use of its products.  The Company is also currently interviewing persons to
fill positions for National Sales Manager, as well as regional sales representatives.
8
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ITEM
2. 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIALCONDITION AND RESULTS OF
OPERATIONS - continued

Going Forward

The Company has established relationships with contract manufacturers, Jabil Circuit, Inc. and Electrosem, LLC, to
produce its FORTIS™ line of products.  Despite commencing commercial production late in the first quarter of 2008,
the Company expects that it may take up to one year for the production design and processes to stabilize and all cost
reductions to be effectively implemented.

The Company has also continued to focus development efforts on the commercialization of its new Paradigm™ 
technology.  Although we have been very excited about the functionality that the Paradigm™ technology offers, we have
not been successful in developing a cost effective means to commercialize the technology into a consumer product
line. We are currently engaged in a joint engineering and product development project with a critical supplier to
jointly complete the engineering and commercialization process, and then subsequently the engineering for
manufacturing phase. In the event we are successful in concluding the engineering phases of this project, the
Company expects that it will have first delivery of prototype product utilizing the Paradigm™ technology by late 2008
or early 2009, with commercial availability in 2009. As we have not yet completed the engineering phase of the
Paradigm™ project there can be no assurance that we will be successful in developing a commercialized product for
distribution within a reasonable period of time.

Access to capital remains one of the most pressing considerations for the Company. Although we have been
successful in the past in raising the capital to fund Company operations, such funds were not sufficient to provide
adequate working capital to meet the needs of the Company. As such, the Company has continued to fund operations
with loans from, and equity private placements made to, the Company’s related party directors.  In order to execute our
business strategy, the Company must raise in excess of $2 million over the next 12-month period in order to fully
execute our current production and business plan. There can be no assurance that we will be able to raise such
additional funding by way of either new debt or equity, and, in the event we are unable to raise the funds necessary to
fund our business plan, it will be necessary to curtail such plans and this could have a detrimental impact on our
business. Management believes that, in order to properly exploit the introduction of both the FORTIS™  and Paradigm™ 
technologies, it will be necessary that we be positioned not only as a quality supplier of products, but that we also be
able to supply a sufficient volume of product to meet wholesale demand. We believe that, relative to the wholesale
market, there is a very high expectation that product be available in a timely fashion when ordered. In order to meet
this expectation, we must be capable of not only producing our products in sufficient volume, but expand our
management team, corporate infrastructure, and working capital base. These goals all require capital and we must be
successful in our efforts to obtain this funding if we are to be successful in the wholesale sales and distribution
channel.

Over the balance of the year we will continue to focus our efforts on initiating production of the FORTIS™ product line
and in getting it into the market to be sold. We will continue to develop our markets and train installers and field
service personnel in cooperation with our appointed manufacturer’s representatives. This is no small task and it will
require a significant investment of capital, as well as a greatly expanded staff in order to execute the business plan
resulting in effective sales and service of the FORTIS™ product line.

Over the balance of 2008, we will continue to focus on completing the Paradigm™ technology and we are challenged by
the opportunity to introduce this powerful technology to the US marketplace. While Paradigm™ will require a
significant investment of time and capital in order to yield a line of marketable products, we are confident that
products based on this technology will be amongst the most efficient and technologically advanced in the market.
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ITEM
2. 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIALCONDITION AND RESULTS OF
OPERATIONS - continued

Results of Operations 

Comparison of Revenues for the Three Months Ended March 31, 2008 and 2007

For the three months ended
March 31:

2008 2007 Increase/(decrease)
$ %

Revenue $ 23,750 $0 $23,750 100

Revenues for the year ended March 31, 2008 were $23,750, compared to revenues of $0 for the three months ended
March 31, 2007. The Company recorded its first revenues from the commercial sales of its FORTIS™ product line in
late March 2008.  Revenues recorded are for product sold, shipped and for which payment was received during the
quarter.

General and Administrative expenses 

For the three months ended
March 31:

2008 2007 Increase/(decrease)
$ %

General & Administrative
expenses

$119,656 $22,767 $96,889 426

General and administrative expenses increased by $96,889 reflecting the fact that the Company had begun to staff up
for business operations, including the payment of rent for its 2,189 square foot leased premises in Scottsdale, Arizona,
as well as the addition of administrative, marketing and sales personnel during the period.  Additionally, the Company
has also incurred sales  costs associated with attendance at trade shows and other marketing venues . General and
Administrative expenses are likely to continue to escalate as the Company continues to expand its sales and marketing
presence, and as we add more operational and administrative personnel, and professional assistance with our
continued efforts to execute our business plan and market our products.

Total Operating Expenses

For the three months ended
March 31:

2008 2007 Increase/(decrease)
$ %

Total operating expenses $201,513 $164,563 $36,950 22

Overall operating expenses increased by approximately 22% as a result of costs incurred in connection with the
addition of sales and marketing personnel, as well as the addition of certain administrative personnel.  During the
quarte
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