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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
(Mark One)
ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SECWRITIES EXCHANGE ACT OF 1934
For Fiscal Year Ended: December 31, 2013

OR

O TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 000-54519

RACKWISE, INC.
(Exact name of registrant as specified in its @

Nevada 27-0997534
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No
2365 Iron Point Road, Suite 190, Folsom, C. 95630
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(@i) 9846000

Securities registered pursuant to Section 12(h@”ct:None

Securities registered pursuant to Section 12(gh@fct: Common Stock, par value $0.0001 per share

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edbé#turities Act. Yedl No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ord)%f the Exchange Act. YeEl  No
Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sewti8 or 15(d) of the Exchange Act of 1!
during the past 12 months (or for such shorterogketfiat the registrant was required to file sugiores), and (2) has been subject to such 1
requirements for the past 90 days. Y& No O

Indicate by check mark whether the registrant hiwnitted electronically and posted on its corpoifeb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedi@grionths (c
for such shorter period that the registrant wasired to submit and post such files). YE§ No O

Indicate by check mark if disclosure of delinquéilers pursuant to Item 405 of RegulationkKS(8229.405 of this chapter) is not contai
herein, and will not be contained, to the bestegfistrants knowledge, in definitive proxy or information weents incorporated by refere
in Part Ill of this Form 10-K or any amendmenthastForm 10-K

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-acelerated filer or a smaller report

company. See the definitions of the “large acceéderéiler,” “accelerated filer,” “non-acceleratetef” and “smaller reporting companyfi Rule
12b-2 of the Exchange Act. (Check one):

Large Accelerated File(d Accelerated Filed

Non-Accelerated File[d Smaller reporting compar[x]
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Bxgje Act). Yes No

As of June 30, 2013, there were 450,222 shardseafegistrans common stock, par value $0.0001 per share, issn@dutstanding. Of the
235,238 shares were held by non-affiliates of #gistrant. The market value of securities held bg-affiliates was $846,857 as of June
2013, based on the closing price of $3.60 for &ggstrant’'s common stock on June 28, 2013.

As of April 10, 2014, there were 6,622,017 shaffah® registrant’'s common stock, par value $0.00€1share, issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Not Applicable.
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FORWARD-LOOKING STATEMENTS

Except for historical information, this Annual Repon Form 10-K (this “Annual Report”) contains feard-looking statements within the
meaning of Section 27A of the Securities Act of 398 amended (the “Securities Act”), and Sectibl &f the Securities Exchange Act of
1934, as amended (the “Exchange Act”). Such forviaolting statements involve risks and uncertainfiesluding, among other things,
statements regarding our business strategy, fuéwenues and anticipated costs and expenses. Guedrdiooking statements include, ama
others, those statements including the words “esge@nticipates,” “intends,”, “plans,” “may,” “aald,” “should,” “anticipates,” “likely,”
“believes” and similar language. Our actual resoitg/ differ significantly from those projected hetforward-looking statements. You should
carefully review the risks described in this AnnRa&lport and in other documents we file from timéinme with the Securities and Exchange
Commission. You are cautioned not to place undli@nee on the forward-looking statements, whichaspenly as of the date of this Annual
Report. We undertake no obligation to publicly aske any revisions to the forward-looking statementgflect events or circumstances after
the date of this document.

Although we believe that the expectations refledtetthese forwardeoking statements are based on reasonable assmsifiere are a numt
of risks and uncertainties that could cause actsallts to differ materially from such forward-loong statements.

Factors that might cause or contribute to suctedifices include, but are not limited to, thoseudised below and in the sections “Business,”
“Risk Factors” and “Management’s Discussion and lpsia of Financial Condition and Results of Opearas.”

Factors that may cause actual results, our perfocear achievements, or industry results, to difieterially from those contemplated by suck
forward-looking statements include without limitati

Our ability to successfully engage in the softwdggelopment and marketing busin

The intensity of competition in the industry in whiwe operat

Our ability to raise additional capital on accepaaierms, if at al

The ability of markets for IT infrastructure, datanter monitoring, management and optimizationvso#, data center energy ¢
efficiency solutions and green data centers tacontinue to grow

Our ability to competitively price our produc

Our ability to provide an adequate level of retaminvestment for our clien

Our ability to protect our intellectual propertghis

The enforcement of tax liens against us could lzareterial adverse effect on our financial prosg
Our ability to maintain proper and effective interoontrols

10 General economic conditions that affect our industrthe global environment in which we operatej
11. Our ability to successfully attract and retain ngaraent and other key employe

ponE

©CoNov

These forward-looking statements are subject ks r@d uncertainties that may change at any tin, therefore, our actual results may differ
materially from those that we expected. The forwlaaking statements contained in this Annual Repogtlargely based on our expectations,
which reflect many estimates and assumptions mgadribmanagement. These estimates and assumpditerst our best judgment based on
currently known market conditions and other fact&ithough we believe such estimates and assungptom reasonable, we caution that it is
very difficult to predict the impact of known factoand it is impossible for us to anticipate atitéas that could affect our actual results. In
addition, management’s assumptions about futurateveay prove to be inaccurate. Management cauditbmsaders that the forward-looking
statements contained in this Annual Report arggnatantees of future performance, and we cannatessly reader that such statements will
be realized or the forward looking events and cirstances will occur. Actual results may differ miatiéy from those anticipated or implied in
the forward-looking statements due to the factisted in the “Risk Factors” section and elsewherthis Annual Report. All forward-looking
statements are based upon information availalbls n the date of this Annual Report. We undertakebligation to update or revise any
forward-looking statements as a result of new imf@tion, future events or otherwise, except as wiiserrequired by law. These cautionary
statements qualify all forward-looking statemertstautable to us or persons acting on our behalf.

All references in this Annual Report to the “CompdriRackwise,” “we,” “us” or “our” are to Rackwisdnc., a Nevada corporation, and,
unless otherwise differentiated, together with sulisidiary, Visual Network Design, Inc., a Delaweaogporation.




PART |
ITEM 1. BUSINESS
Organizational History

We were incorporated under the name MIB Digitat, lim the State of Florida on September 23, 26®@8levelop and operate an advertising
and subscription supported content managemenbptatiOn August 24, 2010, pursuant to an agreenmehpkan of merger with our special
purpose wholly-owned subsidiary Cahaba Pharmaadsiinc., a Nevada corporation, we merged withiatwlCahaba Pharmaceuticals, Inc.,
with Cahaba Pharmaceuticals, Inc. as the surviggrgoration. The purpose of the merger was tdamicile from Florida to Nevada, to chai
our name and to effect a recapitalization. CahdizarRaceuticals, Inc. was incorporated on Augus22@0, for the sole purpose of effecting
the merger, with an authorized capital stock of,800,000 shares of common stock, par value $0.p@0%hare, and 10,000,000 shares of
“blank check” preferred stock, par value $0.000d gr&re.

On July 8, 2011, in anticipation of a business cimatiion with Visual Network Design, Inc., a Delawarorporation (“VNDI"), we entered into
an agreement and plan of merger pursuant to whechmerged with our newly formed, wholly owned sulzsigl Visual Network Design, Inc.,
a Nevada corporation. Upon the consummation ofrtheger, the separate existence of Visual Networkidde Inc. ceased and our sharehol
became shareholders of the surviving company ndWisdal Network Design, Inc.” On September 21, 20¥INDI Acquisition Corp., our
wholly owned Delaware subsidiary, merged with amd M¥NDI, with VNDI as the surviving corporatiorh@ “Merger”).In connection with th
Merger, each share of VNDI common stock was caedelhd converted into the right to receive appraxaty 1.27 shares of our common
stock and approximately 1.27 warrants, each tolms®e one-half share of our common stock at an isegpcice of $0.625 per whole share,
subject to weighted-average anti-dilution protettids a result of the Merger, we acquired the bessrof VNDI, and continued the existing
business operations of VNDI as a software developnsales and marketing company within the markgisformation technology (“IT”)
infrastructure, data center monitoring, manageraadtoptimization, data center cost efficiency arekg data centers.

On September 29, 2011, we entered into an agreeandrilan of merger pursuant to which we merget witr newly formed, wholly owned
subsidiary, Rackwise, Inc., a Nevada corporatidre Jole purpose of the merger was to change oue.ndpon the consummation of the
merger, the separate existence of Rackwise, I@seckand our shareholders became shareholdess siitviving company named “Rackwise,
Inc.”

Effective August 2, 2013 we implemented a 1-for-83@@erse split of our issued and outstanding comstock (the “Reverse Split”) and a
reduction in the number of our authorized sharemaimon stock from 300,000,000 to 1,000,000. Afirshand per share information in this
Annual Report has been retroactively adjustedfteaethe Reverse Split.

On November 27, 2013, we amended our Articles oddporation to increase our authorized capitalimatrom 1,000,000 shares of common
stock and 10,000,000 shares of blank check prefetieeck to 300,000,000 shares of common stock 8r@D0,000 shares of blank check
preferred stock.

Our fiscal year end is December 31.
Business Overview

Through our wholly-owned subsidiary, VNDI, we arsddtware development, sales and marketing comp&fieycreate applications, based on
the Microsoft operating system for network infrasture administrators that provide for the modellgnning and documentation of data
centers. Our executive offices are currently lodé@teFolsom, California, and we have a softwareettgyment and data center in the Research
Triangle Park in Raleigh, North Carolina.

Our flagship data center infrastructure managerfie6tM) software product, Rackwise®, is used by o¥26 companies worldwide to track,
manage, plan, optimize and provide cost analysi$ @ffrastructure. Our product is a multi-layersoftware that provides a suite of solutions
for managing the multiple dimensions of a compahy’'mfrastructure, including power consumptionwas efficiency, carbon footprint, green
grid and density requirements. Our product provittesfunctionality for optimizing a data centerlbgating servers with low CPU utilization,
recognizing top power/space/heat consumption deyvared correlating those devices to the applicataord business services they support.
improved reporting allows a company to plan dataerexpansions and reductions and equipment usage energy efficiently and cost
effectively.




As reflected in our financial statements for thargeended December 31, 2013 and 2012, we haveagedaignificant losses, which raise
substantial doubt that we will be able to contioperations as a going concern. Our independergtezgd public accounting firm included an
explanatory paragraph in their report for the yesrded December 31, 2013 and 2012 on the accommgpfiyancial statements stating that we
have not achieved a sufficient level of revenuesujgport our business and have suffered recuroisgel from operations. These factors raise
substantial doubt about our ability to continuaaging concern.

Our ability to continue as a going concern is dejee upon our generating cash flow sufficient teadfwperations, reducing operating expense
and the receipt of funding from the sale of ourtdetd equity securities. While our expectatiorhit tour business strategy will begin to
increase revenues and generate cash from operatiermaay not be successful in implementing ourrmes strategy. If we cannot continue as
a going concern, our stockholders may lose thdireeimvestment in our securities.

Business Developments
As part of the execution of our business strategyhave taken the following steps:

* We have significantly revamped our sales and manfgetrategy, including eliminating a substantiahtber of sales and marketing
positions. We have initiated a new strategy ofaitiy resellers and channel partners in the IT stiuto sell and distribute our
products, thereby dramatically reducing SG&A oveurheTo assist our sales program, we have appoantétl/P Strategic Partners
who is in the process of developing multiple sateelationships for us. These partners will beolaed in reselling and supporting
Rackwise products worldwide and will allow us tpidly expand market share of our product, whileimiring the need to hire
additional sales headcount. Our partners will banéd to demo and sell our products, provide tngitd customers, and act as a first
line of support. We anticipate adding professicalice support personnel to aid our sales parasetisey grow their business in our
product offering, but only after we see continugtswth potential with any designated partr

» To further our marketing and sales efforts, we t&gaificantly revamped our website (www.rackwigen). We have contracted two
new professional relations firms to help us update disseminate current information about us, dsasgublishing on our website,
including information about new contracts for tla¢es of our product:

* We have released Rackwise DCiM X, and Rackwise DEil] the latest version of our product. This netease allows our
customers to effectively manage their datacentestast a macro level, providing real time powet grermal monitoring and
management for individual servers, groups of servacks and IT equipment such as PDUs in the#r cieters

Capital Needs

Our business strategy requires capturing additiotaaket share and growing sales to achieve prdfttab/Ve expect that with the infusion of
additional capital and development of our partnigrelcosystem, we will be able to increase saleseapdnd the breadth of our product
offerings through the following actions:

e Continue to differentiate our product offeringsie market, incorporating interfaces for additiotiid party software as well as new
and/or enhanced features, functionalities and athprovements

» Establish industry partners, “value added resél@fARs), and strategic services partners to penfeome of the services we are
being asked to perform post sales cyc

* Initiate specific new marketing efforts to coordmand lead our initiatives for greater market ggttion with special emphasis on
contacting and educating industry analysts to sptleaword of our capabilitie

As further discussed below under “Management’s smn and Analysis of Financial Condition and Resaf Operations — Liquidity and
Capital Resources,” due to our limited operatirgidry and historical operating losses, our openatltave not been a source of liquidity, and
our primary sources of liquidity have been debt priteeds from the sale of our equity securitieseiveral private placements. Our current
business plan requires us to raise additional @apitorder to fund a current working capital defitcy, operations and continued development
of our products. As a result, we expect revenuaesion will lag spending, which will initially exatbate our operating deficit and use of cast
in operations. Our ability to achieve or maintainfffability is subject to economic and competitivecertainties that are largely outside of our
control, including those associated with emergingeorises. If we are unable to obtain such addtifinancing on a timely basis and,
notwithstanding any request we may make, our deloleihs do not agree to convert their notes intateaqu extend the maturity dates of their
notes, we may have to delay note and vendor payaea/or initiate cost reductions, which would haveaterial adverse effect on our
business, financial condition and results of openat and ultimately we could be forced to disamni our operations and liquidate.




DCIM Software Product

A modern data center has two major software commuisnél) the software relating to the “physicalfmeonents and devices and (2) the
“logical” software components and applications tiaato operating systems and security. Our busimess formed out of a belief that there
was a demand within the data center infrastruanaeagement industry for products that addresseth#imagement of the physical aspects
data center and the information generated fronsdifevare applications associated with each of tireerous devices within the data center,
providing reports with meaningful information tdaal for better control and management of the datater. We believe our product offerings
fill this gap.

Our DCIM software product, Rackwise DCiM X, is dgsed as a multi-layered approach to data centesmficture management. Each layer
addresses the specific needs of the various furscdgsociated with operating a data center. Outisnlprovides visibility into critical and cc
data center operations and the underlying physifi@structure and their associated resource clistBows companies to optimize their use of
resources such as power, cooling, space, senedwgorks, cables, etc.

Our Rackwise software enables centralized monigorimanagement and intelligent capacity planningridical systems within a company’s IT
infrastructure and data center. Our product pravidsual renderings of data center assets (congutetwork devices, power units, air
conditioners, etc.), intelligent capacity plannamy advanced analytics reporting, showing the miifisient use of power, cooling and physical
space throughout the data center. Our core DCIMymbprovides a basic set of modules that letsstoawer visualize the data centephysica
infrastructure from their computer screen and noonigal-time power and thermal data at the sern®d @vel. It also offers a number of fully
integrated modules to support the progressiondafta center process cycle, including the abilitautomatically keep track of IT assets, cor
data center processes, report on progress andrgeraehd forecasting. Our product helps managenaodel the Move, Add, Change (MAC)
initiatives across a data center estate. For ptanpirposes it will predict capacity resources edadell into the future which will maximize
data center ROI (Return on Investment), achievatgrdevels of data center efficiency and redu@gyncosts.

Our product has been developed over a period ot gigars, with at least two version releases ith gaar of the last three years. Our newest
major release, Rackwise DCiM X, which was introdlige2013, also has a new version entitled Rack®iSévl X.1. All of our products have
been developed to be compatible with the Microptaftform, written primarily in C# (an industry stdard programming language) and
incorporating various Microsoft software produaists as Visio, Excel, Word and SQL Server. Being patible with the Microsoft platform
offers our product a significant advantage, allayior more ease of use and learnability by ouramsirs compared to products by our
competitors that are not compatible with the Miofoplatform. It also provides for the interopetépibetween our product and other software
products widely used by most data centers aroumevtirid.

We have three different pricing models for our Reiske software product. We offer Rackwise® as a stijpson (an annual lease) and as a
license purchase (one time purchase with a yeagsiptenance contract). This pricing flexibility alls us to better accommodate the IT
budgeting needs of our customers. Pricing is baped the number of concurrent users who will haseess to the product. The third pricing
model is “Rackwise on Demand” and is offered asfiv&re as a Service (“SaaS”) (commonly referredsdon-demand software” or
“cloud”). Pricing for this model is on an annuabsuription basis and is based on a flat fee pempcden equipment rack.

Market

We believe the market for our product is substgntidl be growing at a significant rate for a nuertof years and at the present has very little
market penetration by us or our competitors. Theerut penetration rate for DCIM products and sawiis believed to be less than 10% of the
overall market by a large consensus of DCIM/IT istdy analysts. Based upon a study by 451 Reseaubttished on April 8, 2013, the DCIM
market generated an estimated $321,000,000 in vevier2011 and was expected to grow at an annteabfa4%. The compound annual
growth rate is expected to reach $1,800,000,0@@gregate revenue in 2016. A study by NavagantaRelselated December 2, 2013 projects
an even larger market for DCIM purchases and ptedicnual spending on DCIM software and servicegda from $663,000,000 worldwide
in 2013 to more than $4,500,000,000 by 2020. Webelthat the DCIM market is “greenfield,” meanithgt no competing software is
currently installed in the IT infrastructures oéthajority of potential clients. This is a signiitt benefit because the lack of installed software
eliminates the fear by many companies of an experaid time consuming migration and the potentiaitime and cost of additional
training.




Opportunity

DCIM technology is opening tremendous opportunitiedata centers to become more manageable,aiské adverse, and efficient, while
expanding potential capacity in existing facilitiéd the same time, market hurdles, such as rigksion among customers and lack of
awareness of DCIM capabilities, have dissipatednom significant opportunities for DCIM vendors.

The strategic situation of the data center/comnatiun center is even more vulnerable and riskpday’s world because of the rate of change
of the functionality of the data center and thengj®in scope of the constituency it serves. Risimgrgy costs, space limitations, virtualization,
consolidations, migrations, risk avoidance and ingfieg government legislation are motivating IT mgea to seek for comprehensive
solutions for optimizing data center power, coolargl space.

Demand for IT services is growing. At the same tideta centers are getting bigger, more complexnam@ dynamic. Yet, most of these
expensive, mission-critical facilities are run yshasic software tools, often inefficiently. Théi@s been minimal investment in management
systems, let alone in optimization and automatitmwever, demand for datacenter infrastructure mamagt (DCIM) software is building
rapidly. Supplier and investor interest in the se@ increasing as well. A large and growing numidfesuppliers are vying for leadership
positions. They have developed sophisticated DGi#esns to track datacenter assets, monitor thesstditthe equipment and the environm
and to provide managers with information to mofecieintly run and optimize their datacenters.

The growth rate of DCIM far exceeds that for théadaenter equipment industries and for the entsedii segment as a whole. The primary
drivers of DCIM supplier revenue growth are:

* Anoverall increase in the number of servers andagaters to meet IT demar

e The optimization of existing datacente

» A greater need for efficienc

« A greater need for identifying potential risks awd¢tascading failure:

« A greater need for capacity planning and/or expamdapacity within existing datacente
* The ongoing improvement in the functionality andhitty of DCIM products; ant

* Anincreased awareness of DCIM offerings and tbeirefits;

Software accounts for the majority share of revenube DCIM market, with services and hardwareoacting for materially smaller portions,
although this varies dramatically depending up@wbndor as some competing vendors require botivaia and hardware installations.
Rackwise DCiM X only requires software.

Power, capacity planning, risk assessment, and@amiental monitoring currently generate the largestion of DCIM revenue. Together wi
asset, change and configuration management, thaséuhction-areas account for the vast majorityhef total DCIM market. Rackwise DCiM
X and its integration with BMC Remedy directly adsises and appeals to this segment of the market.

We believe our proprietary technology provides tiective tool for data center operators to quickstimate the energy efficiency of their data
centers, compare the results against other datarseand determine if any energy efficiency imgments need to be made. It provides a
presentation quality dashboard for communicatimy‘treen” status of a data center using The Gre@tisGnetrics of Power Usage
Effectiveness (PUE) and Data Center Infrastruciffieiency (DCE). Clients are able to view top resme consumers by business service,
including the costs of servers, network, storagemqent, etc. Additionally, the data center carbmutprint is calculated and displayed. We
further believe that the functional items that Backwise DCiM X offers are the most critical compats of a software offering in the DCIM
space. DCIM enables data center operators to reshergy consumption, greenhouse gas emissiongptataost of ownership, while boosti
productivity and helping managers understand deiéec performance and spending through detailedeaeThe most effective DCIM
solutions help data center operators optimize tfigent use of power, cooling, space, and humaoueces. In addition to the data center,
DCIM solutions also help to optimize operating sastd capital expenditures across the entiretgeofT infrastructure landscape.




Competition

The markets for IT infrastructure, data center rfwimg, management and optimization, data centst efficiency and green data centers are
highly fragmented, competitive and rapidly changifige rapid change in competition within the DCIpase can be attributed to several
factors:

* Arealization that the market for DCIM softwarearfhgs is enormous as predicted by several leagisgarch firms following the
industry, thus inviting new prospects into the sp

» Initial success in the market place by the pioneéthe industry, including Rackwise that legitimizthe marke!
* The continuing need for prospective buyers/usecotdain the high costs of their data centers hnd becoming more active buye

* The awareness of data center managers that thegpemate more efficiently with their present inlstidbns by purchasing DCIM
software rather than seek capital for expensive oegxpanded facilities

At the present time it is estimated by Gartner Bedethat there are 70 competitors with in the DGAce, up from the original hand full as
recently as a couple of years ago. The compesitese is changing quickly because of:

* New entries which believe they have a better teldgyoor approact

* The acquisition of some of the original entrantddrger more established firms within the IT sp:
* Some early entrants narrowing the focus of theidpct offering to a point solutio

* Other entrants expanding their product to offeuitessolution.

* The partnering of firms with one or more establékendors within the IT spac

¢ Some firms with drawing from the marketplace eiyir

We believe Rackwise will be able to compete infthare for a number of reasons, including our safeis ability to interface with many other
existing applications that are already installed amning in our current and prospective customgasa centers. This makes the value of our
products accretive to our customers, allowing themaintain their existing investments and conauttyeenjoy the added value of our
offerings. In addition, our recently announced asile four-year agreement with industry stalwartsys Corporation (“Unisys”), discussed in
further detail elsewhere in this Report, is sigmfit on multiple levels. Unisys provides us consike resources, presence and expertise to
navigate procurement cycles in specified targeketarwhile affording our customers seamless coittiiroughout the sales and delivery
process. We believe these factors, among othemshioe to give us and our products a major competdidvantage.

Marketing and Sales

Our marketing efforts in the past have been to gagaesales leads primarily through the use of Goaggrketing and trade show attendance. T
a lesser extent we use our website featuring “whaggers, videos, webinars, and customer testimonials. Waniuhto place increased efforts
featuring our relationships with strategic servipastners, both domestically and internationaltytiat connection, we recently announced oul
strategic and exclusive four-year agreement witfsy#n The initial intent was for Unisys to marksg)l and support Rackwise DCiM X to the
domestic Federal marketplace, with a formal naticitent to negotiate and award our initial cootriaaving been recently issued. As a
consequence of the initial success in the Fedeadtetplace and the subsequent integration mentibakxv with the BMC Remedy product,
Unisys and Rackwise are now in the process ofliegehe Rackwise DCiM X product worldwide in themamercial marketplace.

The historical sales cycle for our product is velngrt, typically between 50 and 120 days, when @regbto other enterprise software products
as a consequence of the significant demand in Hr&etplace to reduce costs and promote green datars. The sales cycle may increase in
the future because of our revised business strateglgscribed below. Our customers can normallgebg payback of the cost of the software
within three to four months. Such payback resutimifreduced operating costs that result from usieglata center reporting tools provided by
our software to plan more efficient operations.r€mtly, the majority of our sales are conductedaety, over the phone and by the web,
making the sales process very efficient and theretiycing the associated costs. During the lasty®aws, we have developed a very close
relationship with our clients, which allow us tovetop software that is more readily accepted inntlaeketplace at a very affordable price. We
have raised our average sales price during théWasyears. The growth in average sales price eaattibuted partly to client size and in part
by the added functionality of our product offerings




Our current clients represent significant futureerue from the sale of additional licenses, nevdpecbreleases and upgrades to their present
installations as well as on-going maintenance fieemany instances, clients have reached out geaking assistance with professional
services to more fully utilize our product capahek to streamline data center operations and imgld infrastructure operating efficiencies.
We view this as a major commercial opportunity ngviorward.

Strategy

We expect that with the development of value adumthers, we will be able to further increase safes professional services and expand the
breadth of our product offerings. Our strategitiatives are as follows:

Take advantage of a compelling opportunity for aiggrowth within our existing customer base, gartrly within our current
Fortune 1000 users. Our largest customers havalgdta limited number of our products to addrepsriion of their data center
infrastructure management problems, resulting vemee that is a fraction of the potential we bedie/realizable. Our management
team intends to maximize the revenue potentiaboheexisting customer by marketing our productddrass all the dimensions and
requirements of such custor’s IT infrastructure and data cent

Continue to be heterogeneous and agnostic to thedéogy environments of all customers; we do agbf or promote individual
software or hardware product offerings. This wllb@a us to interface with our customers’ very disetechnologies and applications,
thereby leveraging customer investments. We coatiowadd to and build our database of componeatsatie used in the data center,
focusing on our clien’ diverse needs in support of our agnostic apprc

“Optimize” our customers’ data center assets, nowia the future, increasing their return on thedisting investment as well as from
the purchase of our softwal

Add strong interfaces to our existing product suitbich would make us a differentiator in the mark&e have an initial prioritized
list of interfaces that we believe will enhance ahility to become the “best of breed.” Many of thierfaces have already been
developed and the process will be ongoing. As amgie of this, in cooperation with Unisys Corparative jointly developed an
integration of Rackwise DCiM X with BMC’s Remedyqgaiuct, which we believe is the first of its kindtlnh the DCIM market space
and a clear differentiator between Rackwise andddriiy competitors. This integration will bringe&v more efficiency to the market
place based on the wide reception of the Remedjugtan the IT infrastructure market pla

Establish industry partners and strategic senpegmers to perform some of the services we amgtesked to perform, post sales
cycles.

Expand our products to capitalize on the complerdrof globalization and virtualization of data &¥s. The integration of Rackwise
DCiM X and BMC’s Remedy product, mentioned abovejmed with Unisys’ desire to sell the integratedduct worldwide to the
commercial market, is an example of this initiati

Another example of expanded product capabilityuisrecent announcement that we have incorporatedactive single-line power
diagrams among a number of new features into thstlaelease of our Rackwise DCiM X offering. laigtive single-line power
diagrams empower facilities engineers and managergw, measure and manage the complete pehain, from utility to individua
IT device power supply and all points in betweeisibility and interactive capabilities are delivérgia a “single pane of glass” on the
user’s web browser. Through a newly designed “Pbwavigation tab in the Rackwise DCiM X web portagers are able to select
any of the enterprise’s data center locations arnckty toggle between physical equipment visualimabn that data center’s floorplan
and the single-line power diagrams. The new interadeature rapidly renders an intuitive singjtee power diagram view, illustratir
measured power and circuit completeness all albagpower-chain. Users can drill further into detaihd connections by clicking any
point on the diagram. This innovative capability produced user efficiencies of more than 20% treglitional methods of power
diagram inspection and managem




* Additionally this latest release of Rackwise DCiMa}o delivers several other innovative featurehaacements and performance
improvements, including automated rack and powevipioning wizards, additional what-if scenario gtias and a significantly
expanded suite of standard comprehensive repdiis.rélease is currently available in both our Réisk DCiM X enterprise softwa
suite as well as Rackwise DCiM X OnDemand, our Sadfscription offering

* Expand our products across the customemgérprise technology topography. We are in thegss of developing Product Requiren
Definitions (PRDs) that will allow us to start dmetdesign of the architecture to support thisatiite.

Intellectual Property

Our software and most of the underlying technolisgyroprietary. We rely on a combination of confitlality agreements and procedures and
trademark and trade secret laws to protect oullésteal property rights. We have no issued patébts means of protecting our proprietary
rights, however, may not be adequate. Despite ffont® we may be unable to prevent or deter igfeiment or other unauthorized use of our
intellectual property. Time-consuming and expensitigation may be necessary in the future to ecdahese intellectual property rights.

In addition, although we do not believe we areiingfing on the rights of others, we cannot assutetiat our intellectual property does not
infringe the intellectual property rights of otheos will not in the future. If we become liablettard parties for infringing upon their
intellectual property rights, we could be requiteghay substantial damage awards and be forceeMel@p non-infringing technology, obtain
licenses or cease delivery of the applications¢batain the infringing technology.

Customers

We market our products primarily to companies i thS. In 2013, one U.S. based customer represemiesithan 10% of our total revenues.
In 2012, the same U.S. based customer represemtedthan 21% of our total revenues.

Employees

As of December 31, 2013, we had approximately 1i5tiime employees. 8 of our employees were locatediirRaleigh, North Carolina offic
We have never experienced a work stoppage and/baligr relationship with our employees is good.

Reports to Security Holders

We file annual, quarterly, current and special reppand other information with the Securities axg¢l&ange Commission (the “SEC”). You
may read and obtain copy of any reports, statewreother information that we file with the SEC la¢ tSEC'’s public reference room at 100 F
Street, N.E., Washington, D.C. 20549. Please balSEC at (202) 551-8090 for further informationtioa public reference room. These SEC
filings are also available to the public from conmoi@ document retrieval services and at the Irgesite maintained by the SEC at
http://www.sec.gov.

In addition, our filings can be viewed on the “Caany” section of our Internet site wtvw.rackwise.conunder “Corporate FilingsSubsectior

ITEM 1A. RISK FACTORS

You should carefully consider the risks describelbWw as well as other information provided to youhis Annual Report, including
information in the section of this Annual Reportited “Forward Looking Statements.” The risks amttertainties described below are not the
only ones we face. Additional risks and uncertamtiot presently known to us or that we currentljelve are immaterial may also impair our
business operations. If any of the following risicsually occur, our business, financial conditiomesults of operations could be materially
adversely affected, and you may lose all or paytoafr investment.




RISKS RELATED TO OUR BUSINESS AND FINANCIAL CONDITI ON
We have a history of losses and we may not ach@vmaintain profitability.

We have a history of losses and have not yet aetipwofitability. We had net losses of $6,482,306@ 9,593,685 for the fiscal years ended
December 31, 2013 and 2012, respectively. As oeBder 31, 2013, our cumulative loss from inceptiais $49,962,412. We expect
operating expenses to increase in the future dtieetexpected development activities and marketkmenses incurred to further develop and
promote our products and to increase brand awasendle data center infrastructure managemenwvacdtmarketplace, as well as a result of
increased operations costs, sales costs and gameraldministrative costs associated with implemgrdur business plan. We will require
additional capital to sustain our operations. Sexectations concerning operating revenues arallmsassumptions that are subject to
economic and competitive uncertainties that amgelgroutside of our control, including those asated with emerging enterprises. There can
be no assurances that we will achieve or maintagfitpbility. Accordingly, we will require additicad cash to sustain our business operatiot
we are unable to raise additional capital as anelhwieeded to fund operations, we may be forcedualhte our assets, curtail or cease our
operations and/or seek reorganization under the BaSkruptcy Code.

We have a going concern opinion from our auditoiadicating the possibility that we may not be altitecontinue to operate.

As reflected in our financial statements for thargeended December 31, 2013 and 2012, we haveagedsaignificant losses, which raise
substantial doubt that we will be able to contioperations as a going concern. Our independergtezg public accounting firm included an
explanatory paragraph in their report for the yesrded December 31, 2013 and 2012 on the accompfiyancial statements describing
conditions that raised substantial doubt abouiatility to continue as a going concern. Our finahstatements contain additional note
disclosures describing the circumstances thattiedds disclosure by our independent registerddipaccounting firm.

In addition, as of April 11, 2014, VNDI has unpgialyroll taxes relating to the third and fourth daes of 2010, the first quarter of 2011, the
third and fourth quarters of 2012, and the firad aacond quarters of 2013 in the aggregate amdappooximately $1,567,000. The IRS has
placed federal tax liens on VNDI that aggregategproximately $1,567,000 in connection with theaidgayroll taxes. The IRS had begun
collection proceedings against us and had movexsdial in placing a levy against our bank accounts AQril 11, 2014, the IRS agreed to
suspend further collection efforts until July 1812, in order to allow us time to file an instalim@ayment agreement for their approval.

Our ability to continue as a going concern is delee upon our generating cash flow sufficient todfwperations and reducing operating
expenses. Our business strategy may not be sugcesatidressing these issues. If we cannot coatasua going concern, our stockholders
may lose their entire investment in us.

We have limited sales and compete in rapidly evggvinarkets, which makes our future operating resulifficult to predict.

Although VNDI was incorporated in January 20031d6 had limited sales in an industry characterd®echpid technological innovation,
changing customer needs, evolving industry starsdand frequent introductions of new products amdices. These factors make it difficult to
predict our operating results, which may impair ability to manage our business and our investdity to assess our prospects.

Our financial results will suffer if the markets IT infrastructure, data center monitoring, manageent and optimization software, data
center energy cost efficiency solutions and greextadcenters do not continue to grow.

Our software product is designed to address theiggpmarkets for (i) IT infrastructure, (i) datemter monitoring, management and
optimization, (iii) data center energy cost effiutgy and (iv) green data centers. These marketstiiremerging. A reduction in the demand for
these IT infrastructure solutions and products @da caused by, among other things, lack of custaweeptance, weakening economic
conditions, competing technologies and servicedeareases in corporate spending. Our future fimhnesults would suffer if the market for
our data center monitoring, management and optiizaolutions or products do not continue to grow.




If we are unable to manage our anticipated growtffextively, our revenues and profits could be adsely affected

We anticipate that a significant expansion of querations and addition of new personnel is requiimedl areas of our operations in order to
implement our business plan. Our future operatasylts depend to a large extent on our ability &amage this expansion and growth
successfully. For us to continue to manage our trowe must put in place legal and accounting systand implement human resource
management and other tools. We have taken preligngtaps to put this structure in place. Howevsgrée is no assurance that we will be able
to successfully manage this anticipated rapid gnowtfailure to manage our growth effectively coubdterially and adversely affect our abi
to market and sell our solutions and products.

We are presently in default on several promissontes which are payable on demand. Should the haddefr such notes pursue collection,
this would be expected to have a material adverféecé on our operations.

As of December 31, 2013 we had $608,945 in prin@paount of notes past due. To date, the holdessic notes have not pursued collect
Such holders are entitled to appropriate legal theseshould they pursue collection. In the eveathtblders seek collection, this would be
expected to have a material adverse effect oniquidity and operations.

The rates we charge for our products may declinentime, which would reduce our revenues and adedysaffect our profitability.

As our business model continues to gain acceptandattracts the attention of competitors, we mgegence pressure to decrease the fes
our products, which could affect our revenues amdgmargin. If we are unable to sell our prodattcceptable prices, or if we fail to offer
additional products with sufficient profit margirayr revenue growth will slow and our business famahcial results will suffer.

Our future success depends on the continued sevicEMessrs. Guy A. Archbold, Edward Higgins and pMacRae.

Our future success depends on the continued serefaaur Chief Executive Officer, President and i@han of the Board of Directors, Guy A.
Archbold, our Executive Vice President Sales & 8mv, Edward Higgins, and our Executive Vice Presidevelopment, Doug MacRae. We
have entered into an employment agreement with efbtessrs. Archbold, Higgins and MacRae; howegach may resign at any time in his
sole discretion. The loss of services of any o$¢hiadividuals could impair our ability to compléte national and global rollout of our
products and services properly and could have anmhtdverse effect on our business, financiatlt@n and results of operations. We do not
currently maintain key man life insurance with resfto Messrs. Archbold, Higgins and MacRae.

We may be subject to intense competition and malyb@able to compete successfully against larged amore established businesses.

Severakstablished companies are currently offering okileg to offer solutions and products, including gwots relating to the developmen
green data centers, that compete with our dat@icerdgnitoring, management and optimization softwaoelucts. There can be no assurance
that competitors with substantially greater finahdiechnical, managerial, marketing and otheruseses and experience than us will not
compete more effectively than us.

Our ability to compete successfully will depend,gart, on our ability to protect our intellectualrpperty rights. Litigation required to
enforce these rights can be costly, and there isassurance that courts will enforce our intellectuproperty rights.

Our software and most of the underlying technolisgyroprietary. We protect our proprietary rightsotigh a combination of confidentiality
agreements and procedures and through trademarkamtedsecret laws. Policing unauthorized useteflectual property, however, is difficu
especially in foreign countries. Litigation may tecessary in the future to enforce our intellecfuaperty rights, to protect trade secrets, to
determine the validity and scope of the proprietaghits of others, or to defend against claimséfimgement or invalidity. Litigation could
result in substantial costs and diversion of resesiand could harm our business, operating resudtdinancial condition regardless of the
outcome of the litigation. In addition, there caro assurance that the courts will enforce théractual arrangements that we have entered
into to protect our intellectual property rightsuiperating results could be harmed by the faitangrotect such intellectual property.
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We will need additional financing. Any limitation mour ability to obtain such additional financing wuld have a material adverse effect on
expanding our business.

We require additional capital in order to execuie lsusiness plan and reach our planned amountvehues, or if we accelerate the growth of
the business to achieve additional market share rdising of additional capital could result inudibn to our stockholders. In addition, there is
no assurance that we will be able to obtain adtificapital if we need it, or that if availablewiill be available to us on favorable or reason
terms. Any limitation on our ability to obtain atidhal capital as and when needed could have arialaglverse effect on our business,
financial condition and results of operations. & are unable to raise additional capital as anchwieeded to fund operations, we may be
forced to liquidate our assets, curtail or ceaseoperations and/or seek reorganization under ti$e Bankruptcy Code.

Because our September 21, 2011 merger was a reveesger, we may not be able to attract the attentad major brokerage firms, whicl
may limit the liquidity of our common stock and maake it more difficult for us to raise additionalapital in the future.

Additional risks may exist because our Septembef@11 merger was a “reverse merger.” Certain SH€Srare more restrictive when applied
to reverse merger companies, such as the abilgyoakholders to resell their shares of commonkspagsuant to Rule 144. In addition,
securities analysts of major brokerage firms maypnovide coverage of our common stock because timery be little incentive for brokerage
firms to recommend the purchase of our common staska result, our common stock may have limitgditiity and investors may have
difficulty selling it. In addition, we cannot asswyou that brokerage firms will want to conduct aegondary offerings on our behalf if we seel
to raise additional capital in the future. Our iitiypto raise additional capital may have a maikadverse effect on our business.

Our business could be materially adversely affeciiede do not or are unable to protect our intelte@l property or if our services are found
to infringe upon or misappropriate the intellectuglroperty of others.

Our success depends in part upon certain methaodslagd tools we use in designing, developing emdémenting applications systems in
providing our services. We rely upon a combinattbnondisclosure and other contractual arrangenamsntellectual property laws to
protect confidential information and intellectuabperty rights of ours and our third parties fromam we license intellectual property. In
addition, we limit distribution of proprietary infimation. The steps we take in this regard may eradequate to deter misappropriation of
proprietary information and we may not be abledtedt unauthorized use of, protect or enforce wiaflectual property rights. At the same
time, our competitors may independently developlaimechnology or duplicate our products or sexgicAny significant misappropriation,
infringement or devaluation of such rights couldédna material adverse effect upon our businessltsesf operations, financial condition and
cash flows.

Litigation may be required to enforce our intelleadtproperty rights or to determine the validitydatope of the proprietary rights of others.
Any such litigation could be time consuming andtisoflthough we believe that our services do mdtinge or misappropriate on the
intellectual property rights of others and thatlvese all rights necessary to utilize the intelletfroperty employed in our business, defense
against these claims, even if not meritorious, d¢did expensive and divert our attention and regsurom operating our company. A
successful claim of intellectual property infringemh against us could require us to pay a substal@image award, develop non-infringing
technology, obtain a license or cease selling thdycts or services that contain the infringindhtesdogy. Such events could have a material
adverse effect on our business, financial conditiesults of operations and cash flows.

We have claims and lawsuits against us that mayules adverse outcomes.

We are subject to certain claims and lawsuits. Asly@utcomes in some or all of these claims mayltrassignificant monetary damages or
injunctive relief that could adversely affect otildly to conduct our business. Although managenoemtently believes resolving all of these
matters, individually or in the aggregate, will im@ve a material adverse impact on our financé&éstents, the litigation and other claims are
subject to inherent uncertainties and managemeigg of these matters may change in the future.atemal adverse impact on our financial
statements also could occur for the period in whheheffect of an unfavorable final outcome becoprebable and reasonably estimable.
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RISKS RELATED TO OUR SECURITIES
We do not expect to pay dividends on our commortlsto

We have no plans to pay dividends on our commoekdtar the foreseeable future. We intend to retaiare earning to fund operations and
future capital requirements. Because we do not fggray dividends on our common stock, our stocl beless attractive to some investors,
which could adversely affect our stock price.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate and taty financial statements could k
impaired, which could harm our operating resultsupability to operate our business and investor&g&ws of us.

Ensuring that we have adequate internal financidlaccounting controls and procedures in placéavwe can produce accurate financial
statements on a timely basis is a costly and tioreseming effort that will need to be evaluated reatly. Section 404 of the Sarbanes-Oxley
Act requires public companies to conduct an anreiaéw and evaluation of their internal controlair@ailure to maintain the effectiveness of
our internal controls in accordance with the regimients of the Sarbanes-Oxley Act could have a mataiverse effect on our business. We
could lose investor confidence in the accuracy@dpleteness of our financial reports, which ccdsle an adverse effect on the price of our
common stock. In addition, if our efforts to complith new or changed laws, regulations, and statsldiffer from the activities intended by
regulatory or governing bodies due to ambiguitedated to practice, regulatory authorities mayiatgtlegal proceedings against us and our
business may be harmed.

On January 21, 2014, Jeff Winzeler, Chief Finan®iicer and Secretary notified us of his decisiomesign. His last working day was Jant
31, 2014. Mr. Winzeler left to pursue another opyaity in a non-competing industry and did not gesas the result of any disagreement with
us on any matter relating to our operations, pedi@r practices. Guy A. Archbold, our Presidenig€CBxecutive Officer and Chairman of the
Board of Directors, assumed the additional rolante#frim Chief Financial Officer, effective Janu&@¥, 2014, pending a search for Mr.
Winzeler's replacement. Given the Company’s cursgatrse liquidity, the finance function has beeerated on a lean basis, which, combinec
with the absence of a full-time Chief Financial iGéf, could result in less than optimal segregatibduties or financial reporting issues. Mr.
Archbold has contracted with a consulting firm wiittancial reporting expertise in order to suppletrtbe current finance function and ensure
that accurate financial statements are produceltonely basis.

An active trading market for our common stock magtrdevelop or be sustained, and you may not be &blesell your common stoc|

Our common stock is thinly traded. We cannot asgatethat an active market for our common stock eéélvelop in the foreseeable future or,
if developed, that it will be sustained. As a régolu may not be able to resell your common stock.

If the price for our common stock drops below $5.06r share, our common stock will be considere“penny stock,” which is likely to limit
its liquidity and make it more difficult for us toaise additional capital in the future.

The market price of our common stock may, in thark drop below $5.00 per share, and if so, whel@ “penny stock” according to SEC
rules, unless our common stock is listed on a natisecurities exchange. The OTCQB is not a ndteeaurities exchange. Designation as a
“penny stock” requires any broker or dealer sellimgse securities to disclose certain informatimmcerning the transaction, obtain a written
agreement from the purchaser and determine thatuttdhaser is reasonably suitable to purchaseethrities. These rules may restrict the
ability of brokers or dealers to sell our commarcgtand may affect the ability of current holdef®or common stock to sell their shares. S
rules may also deter broker-dealers from recomnmgnai selling the common stock, which may furtheitlits liquidity. This may also make
it more difficult for us to raise additional capita the future.

Our common stock is controlled by a group of affited stockholders.

A group of affiliated stockholders, Black Diamonuh&ncial Group LLC, Black Diamond Holdings LLC, Radgse Funding LLC, and MFPI
Partners LLC, beneficially own 47.03% of our comnstock. In addition, Navesink RACK, LLC beneficiabwns 41.91% of our common
stock. (See “Certain Relationships and Related Saetions” for a description of related transactimnw®lving these stockholders.) Such
concentrated control of the Company may adverdédgtathe price of our common stock. Investors valequire common stock may have no
effective voice in the management of the Companjesshy this group of stockholders, along with athyer market transactions, could affect
the market price of the common stock.
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The price of our common stock may become volatijch could lead to losses by investors and cosdgurities litigation.
The future trading price of our common stock magdmee highly volatile and could fluctuate in respois factors such as:
e actual or anticipated variations in our operatieguits;
e announcements of developments by us, our strapegioers or our competitor
* announcements by us or our competitors of signifie@quisitions, strategic partnerships, joint vees or capital commitment
e adoption of new accounting standards affectingimdustry;
» additions or departures of key personi
* sales of our common stock or other securitieséojren market; ar
* other events or factors, many of which are beyamdcontrol.

As a former shell company, resales of shares of eestricted common stock in reliance on Rule 144tlé Securities Act are subject to tl
requirements of Rule 144(i).

Rule 144 under the Securities Act, which genenadlymits the resale, subject to various terms anditions, of restricted securities after they
have been held for six months will not immediatabply to our common stock because we were at areedesignated as a “shell company”
under SEC regulations. Pursuant to Rule 144(iyriées issued by a current or former shell comptray otherwise meet the holding period
and other requirements of Rule 144 neverthelessatdre sold in reliance on Rule 144 until one \aftar the date on which the issuer filed
current “Form 10 information” (as defined in Rulé41i)) with the SEC reflecting that it ceased begnghell company, and provided that at the
time of a proposed sale pursuant to Rule 144 shéer has satisfied certain reporting requiremamder the Exchange Act. The filing of the
Company’s Current Report on Form 8-K dated Septerdbe2011, as amended, started the running of enefyear period. Because, as a
former shell company, the reporting requirementRuie 144(i) will apply regardless of holding petigestrictive legends on certificates for
shares of our common stock cannot be removed ektephnection with an actual sale that is suldjeetn effective registration statement
under, or an applicable exemption from the redistnarequirements of, the Securities Act.

You may experience dilution of your ownership ingsts because of the future issuance of additiorteres of our common stock.

In the future, we may issue our authorized but ipresty unissued equity securities, resulting indietion of the ownership interests of our
present stockholders. We are currently authorigegsiie an aggregate of 310,000,000 shares ohtaftk consisting of 300,000,000 shares
of common stock and 10,000,000 shares of prefeti@k with preferences and rights to be determimedur Board of Directors. As of April
10, 2014, there were 6,622,017 shares of our constomk and no shares of our preferred stock oudgignAs of that date, there were
1,685,200 shares of our common stock issuable apercise of outstanding warrants and 406,033 sludr@sr common stock issuable upon
conversion of outstanding notes (including warraotgurchase 196,622 shares of common stock). Xéeise prices and number of shares of
our common stock issuable on exercise of such warend conversion of such notes may be adjustedrtain circumstances including stock
splits, stock dividends and future issuances ofequiity securities without consideration or for sioleration per share less than certain spe:
prices. In addition, we have outstanding optiongumhase an aggregate of 58,699 shares of our oarstack. In December, 2013, we
adopted our 2013 Equity Incentive Plan (the “20B, pursuant to which we are authorized to isgpéo 1,200,000 shares of our common
stock. The 2013 Plan contains an evergreen pravigier which the number of securities which caisbeed thereunder is subject to annual
increase. As of April 10, 2014, no securities hagen issued under the 2013 Plan, but there ars flaio so prior to the end of the month of
April, 2014.

Any future issuance of our equity or equity-backedurities may dilute then-current stockholdershewhip percentages and could also resul
in a decrease in the fair market value of our gogecurities, because our assets would be ownaddrger pool of outstanding equity. As
described above, we may need to raise additioqtatahrough public or private offerings of ourramon or preferred stock or other securities
that are convertible into or exercisable for ouncmon or preferred stock. We may also issue sualrisies in connection with hiring or
retaining employees and consultants, as paymeprbtoders of goods and services, in connection futhre acquisitions or for other business
purposes. Our Board of Directors may at any tinaatize the issuance of additional common or prefiestock without common stockholder
approval, subject only to the total number of aritesl common and preferred shares set forth iradigles of incorporation. The terms of
equity securities issued by us in future transastimay be more favorable to new investors, andin@yde dividend and/or liquidation
preferences, superior voting rights and the isseiafievarrants or other derivative securities, whitdy have a further dilutive effect. Also, the
future issuance of any such additional shares wincon or preferred stock or other securities magterdownward pressure on the trading
price of the common stock. There can be no assarduat any such future issuances will not be atce fjor exercise prices) below the price at
which shares of the common stock are then traded.
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We may obtain additional capital through the issuem of preferred stock, which may limit your righés a holder of our common stock.

Without any stockholder vote or action, our Boafdoectors may designate and approve for issuaheees of our preferred stock. The terms
of any preferred stock may include priority claitosassets and dividends and special voting righisiwcould limit the rights of the holders of
our common stock. The designation and issuanceedéped stock favorable to current managementomkiolders could make any possible
takeover of us or the removal of our managemenerdificult.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

We have a lease for our principal executive offipace in Folsom, California, consisting of 3,466ese feet for a period of five years at
monthly base rents commencing at $6,757 and eBaaltat$7,833, with a right of first refusal of eaquding into an adjacent 1,600 square foot
space.

We have a five year lease for our software devetogrand data center in Raleigh, North Carolinagreat into on February 3, 2012 for
approximately 5,772 square feet of office spaceseBaonthly rent is approximately $7,922 in year, 884 in year two, $9,846 in year
three, $10,808 in year four and $11,072 in yea.fiv

Additionally, we have a lease for approximately80 Bquare feet of office space in Las Vegas, NevBlda lease expires on February 28, 2
with current basic rent of $14,310 per month pluspro rata share of the building’s operating exggsn On February 16, 2012, we entered int
a sublease agreement for the Las Vegas officestiblease expires on February 28, 2015 with basicofe$8,983 per month during months
three (3) through twelve (12) of the term, $9,4@t imonth during month’s thirteen (13) through twefaur (24) of the term and $9,818 per
month during months twenty-five (25) through thiggven (37) of the term. On November 1, 2013, weased our subtenant from its
obligations under the Las Vegas, Nevada subleasgndpthe fourth quarter of 2013, we abandoned tieVVegas, Nevada leased premises
remain obligated under the lease until such tina¢ tte landlord finds a new tenant for the space.

We do not own any real estate.
ITEM 3. LEGAL PROCEEDINGS

From time to time, we may become involved in vasitawsuits and legal proceedings which arise irotidénary course of business. However,
litigation is subject to inherent uncertaintiesg@am adverse result in these or other matters misg fsom time to time that may harm business.
We are currently not aware of any such legal prdicegs or claims that we believe will have, indivadly or in the aggregate, a material advi
effect on business, financial condition or opemtiesults.

On October 26, 2012, we were named as defendant@mplaint filed in the County of Westchester, iape Court of the State of New York
by Porter, Levay & Rose, Inc., index number 685802 The complaint alleges the Plaintiff renderestkylabor and services to the Company
on, about, or between October 18, 2012, and iSrsg&d 03,198, together with interest running froet@er 18, 2012. On April 30, 2013,
Porter, Levay & Rose, Inc. was awarded a summatgment. On May 6, 2013, a judgment was enteredviarfof Porter, Levay & Rose, Inc.
in the Supreme Court of the State of New York, Gguf Westchester. On January 9, 2014, this casesetiled in full.
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On January 22, 2013, we were named as defendartomplaint filed in the Superior Court of Calif@nCounty of Sacramento, case number
34-2013-00138819 by Babich & Associates, Inc., gaseCorporation. The complaint alleges that we \irereiced for services relating to
professional staffing services for 2 potential emypks that we subsequently hired, and is seeki@@8@ plus earned interest at the rate of
per annum from May 3, 2012. On April 25, 2013, plagties signed a settlement. On October 12, 20i8chse was settled in full.

On January 25, 2013, the Company and its CEO wareed defendants in a complaint filed in the SupeZmurt of California, County of
Sacramento, case humber 34-2013-00138978 by Damiak, a former employee of the Company. The coimpddieges that the Company
entered into an employment agreement with Mr. Ldcaghe purposes of providing services as our agji Sales Manager, that the Company
and its CEO breached the agreement by refusingrtgpensate Mr. Lucas for his services, and as dtyéu Lucas was seeking lost
compensation and benefits, compensatory damages)ats'fees, interest, and any other relief as the ceeetris just and proper. On Febrt

6, 2014, the parties signed a settlement agreekatCompany is required to make payments purdoamspecific schedule. As of the date of
filing, the Company is not compliant with the payrhsechedule due to a shortage of funds. As a rdbelfplaintiff could take actions that
would result in additional compensatory damages.

On January 25, 2013, the Company and its CEO waared defendants in a complaint filed in the Supeimurt of California, County of
Sacramento case number 34-2013-00138979 by TinBahyne, a former employee of the Company who wasitated for cause. The
complaint alleges that the Company entered interaployment agreement with the Plaintiff for thegmses of providing services as its Seniol
Vice President, Global Accounts and Partners,ttt@Company and its CEO breached the agreemerfisimg to compensate Mr. Barone for
his services, and as a result, Mr. Barone is sgdkit compensation and benefits, additional talility, compensatory damages, exemplary
and/or punitive damages in an amount to be detemhiattorneys’ fees, interest, and any other ralahe court deems just and proper. The
parties entered into a confidential settlementammudry 23, 2014. The Company is required to makepats pursuant to a specific schedule.
As of the date of filing, the Company is not coraptiwith the payment schedule due to a shortagends. As a result, the plaintiff could take
actions that would result in additional compensattamages.

On February 25, 2013, we, our CEO and our CFO waneed defendants in a complaint filed in the SypeZourt, Commonwealth of
Massachusetts, civil case number 13-0641 by Davieabey, a former employee of ours. The compldiegas that Mr. Fahey was not paid
commissions that were due and owing and we fade@imburse the Plaintiff for his business expensesilting in a breach of contract, and is
seeking $33,695 in commissions, $4,300 in out ekpbexpenses, and treble damages, attorney’sdests, and interest. The matter was
settled in full during the fourth quarter of 2013.

On June 19, 2013, the Company and its CEO were chdefendants in a complaint filed in the Superiou@ of California, County of
Sacramento case number 34-2013-00146750 by Davgh&/aa former employee who resigned from the Camppahe complaint alleges that
the Company entered into an employment agreemeéhttiaé Plaintiff for the purposes of providing sees as our Executive Vice President,
Sales, that the Company and its CEO breached teemgnt by refusing to compensate Mr. Wagner foshivices, and as a result, Mr.
Wagner is seeking lost compensation and benedit®rance pay, attorneys’ fees, interest, and dmsr otlief as the court deems just and
proper. A response to the complaint, denying &galtions, will be filed. The parties entered iatoonfidential settlement on February 6, 2014
The Company is required to make payments pursoamspecific schedule. As of the date of filingg @ompany is hot compliant with the
payment schedule due to a shortage of funds. &sutr the plaintiff could take actions that wotddult in additional compensatory damages.

On or about January 15, 2014, the Company was ndefeddant in a notice of claim filed with the 8taf California Labor Commissioner,
State Case Number 17-64278DB by Robert Roderitdt;naer employee who resigned from the Company. claien is for alleged unpaid
commissions earned in the amount of $32,908 plaged HSA contributions in the amount of $4,605T® Company has hired counsel to
represent it in the matter and has entered intotregns with the plaintiffs to settle these clainA hearing has not yet been scheduled on the
case.

On or about February 13, 2014, the Company was danelefendant in a complaint filed in the Courftipo Page, Circuit Court of the
Eighteenth Judicial Court of the State of lllinbig Altima Technologies index number 2014L000044e Traim alleges the Plaintiff rendered
work, labor, products and services to the Compamgcipally in the form of ESDRs (equipment shaped data records) and is seeking
$107,358 (which amount includes interest throughdéate of the complaint), together with addition&trest and certain other costs in
connection with this action, including Plaintiffsasonable attorney’s fees. The Company has retamansel in the matter to investigate the
claims and recommend a course of action.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
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PART Il

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

Market Information

Since July 14, 2010, our common stock has beerdlifstr quotation on OTCQB, originally under the £oh*“MBDG.” Our symbol changed to
“CAHA” on September 15, 2010 in connection with mame change to “Cahaba Pharmaceuticals, Inc:YN®I” on July 21, 2011 in
connection with our name change to “Visual Netwbdsign, Inc.” and to “RACKdn October 27, 2011 in connection with our namengbac
“Rackwise, Inc.”

The trading of our common stock began on Septe@b®e?011. The following table sets forth the higll éow closing bid prices for our
common stock for the fiscal quarters indicatedeg®rted on OTCQB. The quotations reflect inter-éleptices, without retail mark-up, mark-
down or commission and may not represent actuasaetions. Our common stock is thinly traded amds tpricing of our common stock on
OTCBQ does not necessarily represent its fair markiee.

High M@ Low V@

March 31, 201 $ 9.0C $ 2.6¢
December 31, 201 8.0C 2.2
September 30, 201 4.0C 2.2¢
June 30, 201 12.0( 3.0C
March 31, 201: 51.0(C 9.0C
December 31, 201 60.0( 42.0C
September 30, 201 84.0( 42.0C
June 30, 201 425.0( 60.0(
March 31, 201: 345.0( 159.0(

() As of April 10, 2014, there were 6,622,017 sharfesupo common stock issued and outstanding, 1,686sP@res issuable upon exercise of
outstanding warrants, 58,699 shares issuable ugEneise of outstanding options, and 406,033 shasesble upon conversion of
outstanding debentures (including warrants to paseHL 96,622 shares of common stock). On that tihetes were 170 holders of record of
shares of our common stoc

(@ Prices reflect the 1-for-300 reverse stock splibwf issued and outstanding common stock whichrbecetfective as August 2, 2013.
Dividends

We have never declared any cash dividends wittecddp our common stock. Future payment of divideisdvithin the discretion of our Boe
of Directors and will depend on our earnings, apiquirements, financial condition and othervatd factors. Other than provisions of the
Nevada Revised Statutes requiring -dividend solvency according to certain measutesgtare no material restrictions limiting, or thes
likely to limit, our ability to pay dividends on oeommon stock. Nonetheless, we presently intendtin future earnings, if any, for use in
business and have no present intention to paydiggtends on our common stock.

Recent Sales of Unregistered Securities

On March 10, 2014, we entered into an Amended arsidRed Agreement (the “Amended Agreement”) withicRIDiamond Financial Group
LLC (“BDFG") and Navesink RACK, LLC, (NavRACK?"), th purchasers under a private placement offerirgy“@#®0O"”) completed on
September 30, 2013 in which we sold an aggrega$ ,@b1,918 of units (the “PPO Units”) consistifga, 451,918 in principal amount of
12% secured convertible notes (the “PPO Notes”)@Hd84 5-year warrants (the “PPO Warrants”), eaahrcisable for the purchase of one
share of our common stock at a price of $3 perestidre Amended Agreement amended an agreement ahmpgrties dated as of August 9,
2013 (the “Original Agreement”). The Original Agreent provided BDFG and NavRACK with the right towert the PPO Notes, including
all accrued interest due thereon, into 2,551,23@eshof or common stock, which amount would hapeasgented upon issuance 85% of our
outstanding shares (on a not-fully diluted basighediately following our August 2, 2013 1:300 reseestock split. Upon any such conversion
the PPO Warrants were to be cancelled. Pursuahetdmended Agreement, effective March 10, 2014 B@iad NavRACK converted the
PPO Notes into an aggregate of 5,551,236 shamsrafommon stock and the PPO Notes and PPO Warksanéscancelled.
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On February 21, 2014, we issued 620,000 units stingiof 620,000 shares of our common stock and0820five year warrants, each to
purchase one additional share of our common stoakpaice of $0.50 per share to two persons inidenation of their conversion of $310,000
in loans made by them to us in August and Septe2BEB at a conversion price of $0.50 per unit.

The foregoing securities were issued in reliancéherexemption from registration contained in Set#(a)(2) of the Securities Act of 1933, as
amended (the “Act”), for transactions of an isso@trinvolving a public offering.

Purchases of Equity Securities by the Issuer and Afiated Purchasers

None.

Securities Authorized for Issuance under Equity Comensation Plans

See ITEM 12 — Securities Authorized for Issuance&irEquity Compensation Plans.

ITEM 6. SELECTED FINANCIAL DATA

Not applicable

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis of financiahdition and results of operations should be ieatnjunction with our audited
consolidated financial statements and the acconmipgmptes included elsewhere in this Annual Repgoeferences in this Management's
Discussion and Analysis of Financial Condition &webults of Operations to “us,” “we,” “our,” and slar terms refer to Rackwise, Inc., a
Nevada corporation. This discussion includes fod-looking statements, as that term is defined infélderal securities laws, based upon
current expectations that involve risks and unaatits, such as plans, objectives, expectationsrgradtions. Actual results and the timing of
events could differ materially from those anticgzhin these forward-looking statements as a re$althumber of factors. Words such as

“anticipate,” “estimate,” “plan,” “continuing,” “ogoing,” “expect,” “believe,” “intend,” “may,” “will” “should,” “could,” and similar
expressions are used to identify forward-lookirageshents.

We caution you that these statements are not guiggsof future performance or events and are sugigcnumber of uncertainties, risks and
other influences, many of which are beyond our mnivhich may influence the accuracy of the staeta and the projections upon which the
statements are based. See “Note Regarding Forwaoklithg StatementsOur actual results could differ materially from siecanticipated in tt
forward-looking statements as a result of certagtdrs discussed in “Risk Factors” and elsewhetbinAnnual Report. Any one or more of
these uncertainties, risks and other influencetdamaterially affect our results of operations avttether forward-looking statements made by
us ultimately prove to be accurate. Our actualltgsperformance and achievements could differ nedtg from those expressed or implied in
these forward-looking statements. We undertakehtigation to publicly update or revise any forwdodking statements, whether from new
information, future events or otherwise.

Overview

We are a software development, sales and markedmgpany. We create applications based on the Miftroperating system for network
infrastructure administrators that provide for thedeling, planning and documentation of data cent@ur Data Center Management (DCIM)
software product, Rackwise®, is used by over 12&panies worldwide. Our product provides a multielsad set of solutions for reporting on
the multiple aspects of a company’s data centehJdiing power consumption, power efficiency, carfiootprint, green grid and density
requirements. This reporting allows customers &mglata center expansions and contractions asaweljuipment usage more energy
efficiently and cost effectively. Our product’s ahced design and ability to tightly interface wither new technologies, like Intel’s newest
proprietary computer chips, enables it to colleot@real-time information (real-time means instaetaus and continuous) associated with
more data center equipment usage than productsdumroompetitors. We intend to continue to takeasd&ge of new technologies that will
add to our competitive differentiators.
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We have released Rackwise DCiM X.1, the latestiersf our product. This new release will allow austomers to effectively manage their
datacenter assets at a macro level, as well agdprgweal time power and thermal monitoring anchagement for individual servers, groups
of servers, racks and IT equipment such as PDltisin data centers. Rackwise DCiM X, is designed asllti-layered approach to data cente
infrastructure management. Each layer addressespduific needs of the various functions associaiéitl operating a data center. Our solutior
provides visibility into critical and core data ¢enoperations and the underlying physical infratire and their associated resource costs. It
allows companies to optimize their use of resoustes$ as power, cooling, space, servers, netwoskdes, etc.

As reflected in our financial statements for thargeended December 31, 2013 and 2012, we haveagedsaignificant losses raising substa
doubt that we will be able to continue operatioagaoing concern. Our independent registered pabbounting firm included an explanatory
paragraph in their report for these years statiag)we have not achieved a sufficient level of nexss to support our business and have suf
recurring losses from operations. Our ability te@xte our business plan is dependent upon our gimgprash flow sufficient to fund
operations. Our business strategy may not be ssftté@s addressing these issues. If we cannot eégemur business plan, our stockholders ma
lose their entire investment in us.

We expect that with the infusion of additional ¢apand with additional management we will be ablécrease software and professional
services sales, and to expand the breadth of odupt offerings. We intend to do the following:

* Continue to add interfaces to our existing prodifferings, which would make us a differentiatottlie market

* Establish industry partners and strategic seryieesers to sell our product to customers, ancetéopm some of the services
necessary to support the installation and maintmahour product

* Initiate specific new marketing efforts to coordmand lead our initiatives for greater market gggtion with special emphasis on
contacting and educating industry analysts to sptiea word of our capabilitie

* Expand our product offerings to include monitorargd managing the balance of our custcs IT infrastructure
Recent Developments and Trends
Business

On April 7, 2014, we announced that we have entereda four-year exclusive and strategic arranggmath Unisys Corporation, a current
customer that installed our Rackwise DCiM X softevar its own data centers, pursuant to which Unisysselling our Rackwise DCiM X to
their U.S. Federal market customers and prospégfgnding beyond the initial scope of the agreeménisys has begun reselling our
Rackwise DCiM X software to its commercial cliemtsrldwide.

Intel Corporation (“Intel”) is also a current custer that installed our Rackwise DCiM X softwareconnection with initiatives to consolidate
and maximize the operational efficiencies of itshgll network of data centers. We also enteredtidecember 5, 2011 Software Integration
and License Agreement (the “Agreement”) with Intetonnection with Intel's DCM software.

Effective February 19, 2014, Intel terminated thggeement for non-payment of software license r@gsin the approximate amount of
$463,000. The termination requires us to ceasdiraltt or indirect exercises of license rights urttie Agreement, except as necessary to
support our few existing customers who have preslipinstalled and are using the Intel DCM softwdree vast majority of our customers v
not be affected by the termination of the Agreem&he termination of the Agreement has no impadinési’s use of our Rackwise DCiM X
product in its data centers or otherwise.

Financings

In September 2013, we completed a private offettiag had commenced in June 2013 (the “Units Ofégjim which we sold an aggregate of
$2,451,918 of units of our securities at a pric&1,000 per unit. The closings resulted in aggeegat proceeds of $771,751 ($2,451,918 of
gross proceeds less $1,253,103 of debt conver§ielasing to debt we previously borrowed) less $884 of issuance costs). Each unit (an
“Offering Unit”) consisted of (i) a $10,000 prin@pamount of one year 12% secured convertible msony note (the “Offering Notes”) and
(i) a five-year warrant to purchase 267 sharesoofimon stock at a price of $3.00 per share atiamgy after the maturity date of the Offering
Notes (the“Offering Warrants”).Effective March 10, 2014, the holders of the OfigrNotes converted the notes into an aggregatebbii323€
shares of our common stock and cancelled the @ffaifarrants.
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In August and September 2013, we borrowed an agtged $310,000 via short-term interest free Idams two unaffiliated shareholders. On
January 22, 2014, the shareholders agreed to dahearloans into units of our securities, at aw@rsion rate of $0.50 per unit, with each unit
consisting of one share of our common stock anafie 5-year warrant to purchase one share of@uanmn stock, exercisable at $0.50 per
share. As a result, in February 2014we issued 6B0sBares of our common stock and 620,000 warrants.

In connection with the Units Offering, in July 20&3older of our 8% Convertible Promissory Note August 30, 2013, converted its note in
the amount of $106,533 (including outstanding ppatand interest) into the Units Offering.

On April 12, 2013, May 15, 2013 and May 30, 2018, errowed $112,500, $200,035 and $150,035, raspbgtvia short-term interest free
loans from an affiliate. The loans converted itite $ecurities sold by us in the Units Offering.

During the three months ended March 31, 2013, wepbeted two closings of a private placement offgursuant to which we sold 3,334
units for gross proceeds of $150,000, at a purchase of $45.00 per unit. We used the net proceé8429,999 from the closings for general
working capital. In connection with the two closinghe placement agent (i) was paid aggregateamsmissions of $15,000 and (i) received
broker warrants to purchase 3,334 shares of constoak.

In January 2013, we agreed to permit the holdemioB% convertible promissory notes, which weiigioally issued in June through August
2012, to convert their notes in the aggregate pai@amount of $800,000 (and accrued and unpagdést thereon) into units at a conversion
price of $29.25 per unit. As a result of such cosim, we issued to the holders of such notes 28s#@res of our common stock and 28,489
PPO Warrants. In addition, as part of such conearaive agreed to fix the exercise price of 2,667ravds issued in connection with the
purchase of 8% convertible promissory notes at3b@er share. As a result of the note conversitiesCompany issued three-year placemen
agent warrants to purchase an aggregate of 1,@88sbf common stock at an exercise price of $6Fes&hare.

The foregoing securities were issued in reliancéherexemption from registration contained in Set#(a)(2) of the Securities Act of 1933, as
amended (the “Act’Jor transactions of an issuer not involving a peiblifering and/or Rule 506 of Regulation D or Regjiain S under the Ac

Revenue

Revenues are generated from the licensing, sultiscrignd maintenance of our enterprise softwardycband to a lesser extent professional
services fees.

Direct cost of revenue

Direct cost of revenues includes the cost of senesting, the cost of installing our software femnclients, commissions to third parties for
installation of our software, the costs of suppord operations dedicated to customer serviceshendosts of maintaining and amortizing our
proprietary database.

Sales and marketing expenses

Sales expenses consist of compensation and oveassadiated with our channel sales, inside sallestéales and product sales support
functions. Marketing expenses consist primarilg@ipensation and overhead associated with our tiagkienction, trade shows and Google
ads, which are used as a main source of sales leads

Research and development expel

Research and development expenses consist maiobngfensation and overhead of research and devetdgarsonnel and professional

services firms performing research and developrusttions, plus amortization of our proprietaryatzse.
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General and administrative expenses

General and administrative expenses consist afdhgensation and overhead of administrative perdaand professional services firms
performing administrative functions, including mgeaent, accounting, finance and legal services, ghpenses associated with infrastruc
including depreciation, information technology gmmunications, facilities and insurance.

Interest

Interest consists of fees associated with factovimgreceivables and interest expense associatbcbuii notes payable.

Amortization of debt discou

Amortization of debt discount represents the amatitbn of the debt discount over the shorter ottfa)term of the related debt, or (b) the
conversion of the debt into equity instruments. iiscount consists of the fair value of the cosi@r options associated with certain debt,
plus the fair value of the warrants provided taaerdebt holders.

Amortization of deferred financing co:

Amortization of deferred financing costs represehésamortization of the deferred financing costsrahe shorter of (a) the term of the relatec
debt, or (b) the conversion of the debt into eqirisiruments. Deferred financing costs represemptiofessional fees incurred in conjunction
with our debt financing activities.

Induced note conversic

Induced note conversion expense represents thenienital value of securities received in exceshetarrying value of the debt pursuant ti
inducement offer.

Loss on extinguishme

Costs associated with the extension of the 12%snptémarily the incremental value of the amendedrants.

Other income

Other income generally represents non-recurringrive

Results of Operations

Year ended December 31, 2013 Compared to the Yede@ December 31, 2012

Overview

We reported net losses of $6,482,307 and $9,593¢88e years ended December 31, 2013 and 2042ectvely. The decrease in net loss o
$3,111,378 is primarily due to a $5,479,532 netelzse in operating expenses primarily as a refapproximately $2,750,000 of lower way
related to a reduction in headcount and decredsek-based compensation expenses of approximate®a®,000 partially offset by an
increase of $1,055,037 in other expenses and 43$1,87 decrease in gross profit on lower revenues.

Revenue

Our revenues for the year ended December 31, 2@18 $1,958,682 as compared to revenues of $3,253@r3he year ended December 31,
2012. Revenues decreased by $1,294,754 or 40%ndiicerevenues were $323,575 as compared to $86®% the prior year, a decrease of
$1,386,293, or 81%, due to new license purchasesdirygle customer in 2012 that did not reoccl#0h3. Maintenance revenues were
$1,212,974 as compared to $1,112,136 in the pgar,jan increase of $100,838, or 9%, primarily uthe recognition of revenue on
increased maintenance renewals sold during the $edscription revenues were $121,166 as compar?230,062, a decrease of $128,89¢

52%, due to a general decrease in subscriptiomess. Professional service revenues were $30@96dmpared to $181,370 in the prior
year, an increase of $119,597 or 66%, as a rekthiealelivery of services on increased profesdieaevice contract:
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Direct cost of revenue

The direct cost of revenues during the years embm@dmber 31, 2013 and 2012 was $594,319 and $5,5&fpectively, representing an
increase of $18,363 or 3%. The direct cost of reesras a percentage of revenues was approxim@@#ya8d 18% for the periods ended
December 31, 2013 and 2012, respectively. The aserén direct cost of revenues was primarily relaeroyalty expenses associated with the
licensing of Intel DCM software which commencedime of 2012. It is impractical for the Companyteak out direct cost of revenues by
types of revenues cited in the revenue discussione

Sales and marketing expenses
Sales and marketing expenses decreased by $3,948/082%, in 2013 to $1,296,244 from $4,639,28230t2. The decrease in sales and

marketing expenses was due to lower commissionnsepevages and benefits (approximately $2,350,800)stock-based compensation
expense (approximately $420,000) associated wgtfifetant headcount reductions and lower revenues.

Research and development expel

Research and development expenses decreased hy B790r 36%, in 2013 to $1,433,134 from $2,223,802012. The decrease was due
primarily to lower wages and stock-based compeosakpense associated with headcount reductionde Wl have previously curtailed
research and development expenditures due to oasitraints, we expect to ramp up research and dewent expenditures in the future as
working capital becomes available.

General and administrative expenses

General and administrative expenses were $2,754n72013 as compared to $4,100,450 in 2012, a deeref $1,345,723 or 33%. The
decrease primarily resulted from a reduction in-nash stock-based compensation expense (approxn$&u#0,000) and a decrease in legal
expenses and contracted financial services exgappeoximately $270,000), and other general calicton measures enacted by
management.

Interest

Interest expense was $1,204,756 for 2013 as comhpai®465,815 for 2012, representing an increa$y 88,941, or 159%. The increase was
attributable to an increase in factor fees and@steaccrued on outstanding notes payable as cemhpathe year ended December 31, 2012.

Amortization of debt discou

During 2013, we recorded $388,361 of amortizatibde®bt discount as compared to $604,605 in 20J2esenting a decrease of $216,244, or
36%, due to the timing of the recognition of deistdunt expense.

Amortization of deferred financing co:

During 2013, we recorded $238,012 of amortizatibdederred financing costs as compared to $49,6@D112, a decrease of $188,350, or
379%, which represents amortization of additiorededred financing costs incurred in connection i Units Offering and other prior debt
financings.

Induced note conversic

During 2012, we recorded $76,736 of induced notevecsion expense which represents the incremeataé\of the securities received
pursuant to the inducement offer.

Loss on extinguishme
During 2013, we recorded expense of $531,436 wtdphesents the excess value of equity securisegdsto converting noteholders above

carrying value of the debt. During 2012, we recdrdgpense of $113,925 which represents the maextsnsion of the 12% convertible notes
sold in May and June 2012.
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Liquidity and Capital Resources
We measure our liquidity a variety of ways, inchuglihe following:

December 31 December 31

2013 2012
Cash $ 53,07¢ $ 16,79¢
Working Capital Deficienc! $ (8,270,58) $ (7,194,58)
Notes Payable (Gro- Current) $ 608,94 $ 1,508,94!

Due to our brief history and historical operatingdes, our operations have not been a sourceudditiy and our primary sources of liquidity
have been our factoring relationship, debt andg®ds from the sale of our equity securities in sE\v@ivate placements. Our current busines:
plan requires us to raise additional capital ireottd fund near term operating deficits, incremkleigal and accounting associated with being
public company, additional product developmentaggpent of our factor, payment of IRS payroll tabilities and payment of legal
settlements.

During late 2013, we have relied upon our factoriglgtionship to fund our short term working cabpitquirements. This has included
unsecured borrowings which are expected to be ddpain future capital raising activities. Due t@ tburrent tax liens, we are in default of our
factoring arrangement. As such, the factor couldaled full repayment of the outstanding balancengittene.

In September 2013, we completed a private offettimg had commenced in June 2013 (the “Units Ofggjim which we sold an aggregate of
$2,451,918 of units of our securities at a pric&1®,000 per unit. The closings resulted in aggeegat proceeds of $771,751 ($2,451,918 of
gross proceeds less $1,253,103 of debt convergielating to debt we previously borrowed) less $88% of issuance costs). Each unit (an
“Offering Unit”) consisted of (i) a $10,000 prin@pamount of one year 12% secured convertible msony note (the “Offering Notes”) and
(i) a five-year warrant to purchase 267 sharesoofimon stock at a price of $3.00 per share atiamy after the maturity date of the Offering
Notes (the*Offering Warrants”).Effective March 10, 2014, the holders of the OfigrNotes converted the notes into an aggregatebbil 3¢
shares of our common stock and cancelled the @ffaifarrants.

In August and September 2013, we borrowed an agtged $310,000 via short-term interest free Idams two unaffiliated shareholders. On

January 22, 2014, the shareholders agreed to dahedarloans into units of our securities, at aw@rsion rate of $0.50 per unit, with each unit
consisting of one share of our common stock andseyear warrant to purchase one share of our constoamk, exercisable at $0.50 per share
As a result, in February 2014, we issued 620,0@0eshof our common stock and 620,000 warrants.

In connection with the Units Offering, in July 2QE3holder of our 8% Convertible Promissory Note duwgust 30, 2013, converted its note in
the amount of $106,533 (including outstanding ppatand interest) into the Units Offering.

On April 12, 2013, May 15, 2013 and May 30, 2018, errowed $112,500, $200,035 and $150,035, raspbgtvia short-term interest free
loans from an affiliate. The loans converted itite $ecurities sold by us in the Units Offering.

During the three months ended March 31, 2013, wepbeted two closings of a private placement offgursuant to which we sold 3,334
units for gross proceeds of $150,000, at a purchase of $45.00 per unit. We used the net proceé®429,999 from the closings for general
working capital. In connection with the two closinghe placement agent (i) was paid aggregateamsmissions of $15,000 and (i) received
broker warrants to purchase 3,334 shares of constoak.

In January 2013, holders of our 8% convertible pssory notes, which were originally issued in Jthveugh August 2012, converted their
notes in the aggregate principal amount of $800(@6d $33,281 of accrued and unpaid interest tingriato units at a conversion price of
$29.25 per unit. As a result of such conversionjssaed to the holders of such notes 28,489 sloduimsr common stock and 28,489 PPO
Warrants. In addition, as part of such conversiamagreed to fix the exercise price of 2,667 wdg&sued in connection with the purchase o
8% convertible promissory notes at $67.50 per sk result of the note conversions, the Compsswyed three-year placement agent
warrants to purchase an aggregate of 1,063 shaoesmmnon stock at an exercise price of $67.50 pares
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During the year ended December 31, 2012, we hae ttipsings under an offering pursuant to whichggregate of 14,523 Units were sold,
resulting in $1,447,114 of aggregate net proce®ti$83,750 of gross proceeds less $186,636 ofrisseuznsts). In connection with the
closings, an aggregate of 14,523 shares of commock and Investor Warrants to purchase 3,631 slwresmmon stock were issued. The
Investor Warrants are redeemable in certain cirtantges, are exercisable for a period of five yahemn exercise price of $300.00 per full sl
of common stock and are subjected to weighted geesati-dilution protection.

In April and May 2012, we completed and closed fierimg of ninety day 12% convertible promissontem(the “12% Notes”) in which we
sold an aggregate principal amount of $580,00®testo five investors. Each of the 12% Notes wagsduled to mature ninety days after
issuance and was convertible, at the option ohtiider, into Company units, at a price of $120®8135.00 per unit, each unit consisting of
0.0033333 shares of our common stock and one waepresenting the right to purchase 0.0033333shafrour common stock for a perioc
five years from issuance at an exercise price ¢0¥I0 to $300.00 per share. The warrants are esadiei on a cashless basis and contain
weighted average anti-dilution price protectiore(dote 7 — Notes Payable in the accompanying fiahatatements for more details).

In June, July and August 2012, we completed ansbd@n $1,050,000 of Bridge Units which consista tfielve month 8% convertible note
(the “8% Notes”) and a warrant (the “Bridge Warfanthrough December 31, 2013, $900,000 of the eotilve notes, plus accrued interest
have been exchanged for an aggregate of 31,96@sshhcommon stock and a warrant to purchase 3k8&es of common stock at an
exercise price of $90.00 per share, pursuant faductement offer. An additional $100,000 of coniadet notes were exchanged into the
aforementioned Units Offering. As of December 3112 $50,000 of 8% Notes remain outstanding.

During the year ended December 31, 2012, we haghsglesings of a private offering that commence®eptember 1, 2012 (the “PPO"),
pursuant to which an aggregate of 23,142 PPO Wrte sold at a price of $45.00 per PPO Unit, resyin $878,051 of aggregate net
proceeds ($1,041,350 of gross proceeds less $1%8f28suance costs). Each PPO Unit consists 633833 shares of common stock and a
PPO Warrant, such that investors received an agtged 23,142 shares of common stock and PPO Wan@apurchase 23,142 shares of our
common stock.

The proceeds from these financing activities wesedito support the general working capital needsebusiness. We do not currently
anticipate any material capital expenditures.

Availability of Additional Funds

As a result of the above developments, we raisditiadal cash and converted most of our indebteslivgs equity. Although we do not
currently anticipate any material capital expenait, as of the filing date of this Annual Reporg, still need to raise additional capital to meet
our liquidity needs for operating expenses, prodieselopment, repayment of our factor, paymenR& payroll tax liabilities and payment of
legal settlements. If we are unable to obtain adtgfunds on reasonable terms, we may be requirsignificantly curtail or discontinue
operations.

Years Ended December 31, 2013 and 2012
Operating Activities

Net cash used in operating activities for the yeaded December 31, 2013 and 2012 amounted to®%33rand $4,779,046 respective
During the year ended December 31, 2013, the bt esed in operating activities was primarily atitable to the net loss of $6,482,307,
partially offset by $1,539,020 of net non-cash ewges and $1,372,752 was generated from changgeiatmg assets and liabilities. During
the year ended December 31, 2012, the net cashruspérating activities was primarily attributaldtethe net loss of $9,593,685, partially
offset by $2,851,097 of net non-cash expenses /863,542 was generated from changes in operassetsand liabilities.

Investing Activitie:

Net cash used in investing activities for the yearded December 31, 2013 and 2012 amounted to4gllartl $378,788, respective
Acquisition of intangible assets (shapes acquirechfa graphic designer for our database librarydhaschematics of specific computer
equipment) for the years ended December 31, 20d2@h2 amounted to $6,839 and $96,341, respectivityuisition of tangible assets
(property and equipment) for the years ended Deeeib, 2013 and 2012 amounted to $3,905 and $28{fBu#narily related to expenditures
for technology for new hires and furniture for th@lsom, California office in 2012), respectivelyagh constraints caused the Company to lim
its acquisition of tangible and intangible asseisrdy the year ended December 31, 2013.
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Financing Activities

Net cash provided by financing activities for theays ended December 31, 2013 and 2012 amount&jab76558 and $4,561,1¢
respectively. For the year ended December 31, 2b&3et cash provided by financing activities hesuprimarily from the $1,206,206 net
proceeds from debt financings (gross proceeds 6681385 less $455,179 of issuance costs), $1,93hfnet advances from our factor,
$310,000 in proceeds from short term advances &86,$99 net proceeds from equity financings (gppeseeds of $150,000 less $20,001 of
issuance costs). For the year ended December 32, (e net cash provided by financing activitiesuited primarily from $2,325,164 net
proceeds from equity financings (gross proceed2d@75,100 less $349,936 of issuance costs), $7,69 et proceeds from debt financings
(gross proceeds of $1,630,000 less $122,231 cdiissucosts) and $712,208 of net advances fromectort

Liquidity, Going Concern and Managem's Plans

The accompanying financial statements have begraprd assuming that we will continue as a goingeon which contemplates the
realization of assets and satisfaction of lialgiitand commitments in the normal course of busikesdiscussed in Note 2 to the
accompanying consolidated financial statementshawe not achieved a sufficient level of revenuesuggport our business and have suffered
substantial recurring losses from operations singanception, which conditions raise substant@llat that we will be able to continue
operations as a going concern. The accompanyingptidated financial statements do not include atjysiments that might be necessary i
were unable to continue as a going concern.

In addition, as of April 11, 2014, we have unpaiymll taxes relating to the third and fourth gesstof 2010, the first quarter of 2011, the tl
and fourth quarters of 2012, and the first and sécarters of 2013 in the aggregate amount ofcapately $1,567,000. The IRS had placec
federal tax liens against us that aggregate tooapately $1,567,000 in connection with the unpgaagroll taxes. The IRS had begun
collection proceedings against us and has movedsfarin placing a levy against our bank accounts April 11, 2014, the IRS agreed to
suspend further collection efforts until July 18,12, in order to allow us time to file an instalim@ayment agreement for their approval. In
addition, due to the current tax liens, we aredfadlt of our factoring arrangement. As such, sedr could demand full payment repaymet
the outstanding balance at any time.

We presently have enough cash on hand to sustaiopeuations for approximately forty-five days. \Wguire additional capital to meet our
liquidity needs to sustain our operations, payahligations and execute our business plan. Wewarenly in discussions with alternative
sources in that regard and anticipate that weheilbuccessful in raising necessary additional ablpitt there can be no assurance that it will
occur. If we are unable to obtain additional finagoon a timely basis and, notwithstanding any esjwe may make our debt holders do not
agree to convert their notes into equity or extémedmaturity dates of their notes, we may haveetaydnote and vendor payments and/or
initiate cost reductions, which would have a maleadverse effect on our business, financial caomdénd results of operations, and ultimately
we could be forced to discontinue our operatiansidate and/or seek reorganization under the ha8kruptcy code. As a result, our auditors
have issued a going concern opinion in conjunctiih their audit of our December 31, 2013 consaéddinancial statements.

Off-Balance Sheet Arrangements

None.

Contractual Obligations

Not applicable

Critical Accounting Policies and Estimates

Use of Estimates

The preparation of financial statements in conftymiith the generally accepted accounting pringpitethe United States of America (“U.S.
GAAP”) requires us to make estimates and assunmgptiuat affect the reported amounts of assets abdities, disclosures of contingent assets
and liabilities, and reported amounts of revenuesexpenses in the financial statements and trengzanying notes. Actual results could

differ from those estimates. Our significant estisaand assumptions relate to stock-based compamgéie useful lives of fixed assets and
intangibles, valuation allowance for income taxes] debts and factoring fees, and fair value ofredible financial instruments.
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Capitalized Software Development Costs

We capitalize software development costs in acewelavith Financial Accounting Standards Board (“BASssued Accounting Standards
Codification (“ASC") topic 985, “Software”. Capitahktion of software development costs begins uperdetermination of technological
feasibility. The determination of technological $éslity and the ongoing assessment of the recdiisaof these costs requires considerable
judgment by us with respect to certain externaidia; including anticipated future gross produeterales, estimated economic life and chai
in hardware and software technology. Historicadlyftware development costs incurred subsequehttegtablishment of technological
feasibility have not been material.

Intangible Asset

All of our intangible assets consist of shapes aedurom a graphics designer for our databasatibthat are schematics of specific computet
equipment. These shapes are utilized in our softwigth multiple customers in order to enable themisualize and differentiate the specific
computer equipment in their overall network. Foample, our software’s graphical user interfaceldigpa unique shape for each make and
model of a computer server. Intangible assetseam@rded at cost less accumulated amortization. fimadion is computed using the straight-
line method over the estimated useful lives ofy&ars.

Revenue Recognitic

In accordance with ASC topic 985-605, “Software &ase Recognition,” perpetual license revenue isgeized when (i) persuasive evidence
of an arrangement exists; (ii) delivery has ocaliseservices have been rendered; (iii) the saies s fixed or determinable; and (iv)
collectability is reasonably assured. Deliveryasisidered to have occurred when title and rislos$ have been transferred to the customer,
which generally occurs after a license key has loe¢imered electronically to the customer. Our péuwpl license agreements do not (a) provid
for a right of return, (b) contain acceptance ate¢c) contain refund provisions, or (d) contanazllation provisions.

In the case of our (a) subscription-based licerasas,(b) maintenance arrangements, when sold sefyar@venues are recognized ratably ove
the service period. We defer revenue for softwiaenke and maintenance agreements when cash hasebea/ed from the customer and the
agreement does not qualify for recognition undeCA®pic 985-605. Such amounts are reflected asréefeevenues in the accompanying
financial statements. Our subscription license egents do not (a) provide for a right of returr),dbntain acceptance clauses, (c) contain
refund provisions, or (d) contain cancellation psans.

We provide professional services to our custonteush services, which include training, installafiand implementation, are recognized whet
the services are performed. We also provide voldiseounts to various customers. In accordance A&8 Topic 985-605, the discount is
allocated proportionally to the delivered elemeaaftthe multiple-element arrangement and recognaeardingly.

For software arrangements with multiple elementsctvin our case are comprised of (1) licensing fé2) professional services, and (3)
maintenance/support, revenue is recognized depengen whether vendor specific objective evidef#SQE”) of fair value exists for
separating each of the elements. Licensing rigltg@nerally delivered at time of invoice, professil services are delivered within one to six
months and maintenance is for a twelve month contéeccordingly, licensing revenues are recognizpdn issuance of invoice, professional
services are recognized when all services have tielarered and maintenance revenue is amortizedatgelve month period. We determi
that VSOE exists for both the delivered and undeéd elements of our multipEdement arrangements. We limit our assessmentirofdhie tc
either (a) the price charged when the same eleimenld separately or (b) the price establishetchepagement having the relevant authority.
There may be cases, however, in which there isctbgand reliable evidence of fair value of thelelivered item(s) but no such evidence for
the delivered item(s). In those cases, the sefiinge method is used to allocate the arrangemengideration, if all other revenue recognition
criteria are met. Under the selling price methbd,amount of consideration allocated to the dedideérem(s) is calculated based on estimated
selling prices.
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Debt Discount and Amortization of Debt Disco

Debt discount represents the fair value of embeddegersion options of various convertible debtrinments and attached convertible equity
instruments issued in connection with debt instmitsieThe debt discount is amortized over the eanfi¢) the term of the debt or (ii)
conversion of the debt, using the straiihe- method which approximates the interest metfibe. amortization of debt discount is included
component of other expenses in our accompanyitgnsents of operations.

Recent Accounting Pronounceme

In April 2013, the Financial Accounting StandardsaBl (“FASB”) issued Accounting Standards Upda#eSt)”) No. 2013-07, “Presentation
of Financial Statements (Topic 205) - Liquidatioasis of Accounting.” This ASU addresses the requémrgts and methods of applying the
liquidation basis of accounting and the discloseruirements within Accounting Standards Codifimat{"ASC") Topic 205 for the purpose of
providing consistency between the financial repgrof U.S. GAAP liquidating entities. Generallyigth\SU provides guidance for the
preparation of financial statements and discloswesn liquidation is imminent. This ASU is effeaifor periods beginning after December
15, 2013 and is only expected to have an impacwuwrtonsolidated financial statements or disclasifriquidation of the Company became
imminent.

In July 2013, the FASB issued ASU No. 2013-11, time Taxes (Topic 740): Presentation of an UnreaaghTax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Lossadrax Credit Carryforward Exists.” This ASU addesthe requirements regarding the
financial statement presentation of an unrecogniardyenefit within ASC Topic 740 for the purpoggmviding consistency between the
financial reporting of U.S. GAAP entities. Geneyathis ASU provides guidance for the preparatibfimancial statements and disclosures
when a net operating loss carryforward, a siméarloss, or a tax credit carryforward exists. TA8U is effective for periods beginning after
December 15, 2013 and is not expected to have erisampact on our consolidated financial statetaen disclosures.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Not applicable to smaller reporting compan
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements are incluskginning immediately following the signature pagehis report. See Item 15 for a list of
consolidated financial statements included herein.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not Applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

During the quarter ended December 31, 2013, wepsgd an evaluation under the supervision and thighparticipation of our management,
including our principal executive officer and prippal financial officer, of the effectiveness of alisclosure controls and procedures, as del
in Rules 13(a)-15(e) and 15d-15(e) under the Exghaict. Based on this evaluation, our managememtiaded that, as of December 31,
2013, our disclosure controls and procedures wigeetive to provide reasonable assurance that mahiaformation required to be disclosed
us in the reports filed or submitted by us underExchange Act is recorded, processed, summarizbdeported within the time periods
specified in the SEC'’s rules and forms.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting. Our internal control over

financial reporting is a process designed to preve&hsonable assurance regarding the reliabilitinafcial reporting and the preparation of
financial statements for external reporting purgdseaccordance with U.S. generally accepted adoayprinciples.
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As part of our Form 10-K for the year ended Decen®ie 2012, we concluded that, “During the audibof consolidated financial statements
as of and for the years ended December 31, 20t2ndependent registered public accounting firmgasged adjusting journal entries that v
made by us in connection with the preparation afaudited consolidated financial statements. Th€ 8§&s stated that the delivery of adjus
journal entries by an independent registered pw@ntounting firm creates a presumption that a rizteeakness in internal controls exi”
During subsequent months, we have evaluated thecanse(s) for the adjusting journal entries antlidented key process flows from our |
assessment. In addition, we have implemented ingpnents in controls designed to mitigate thesees#ucluding increased reconciliations,
improved electronic and physical record retentaod changes of personnel and processes. Durirfguhta quarter of 2013, management
completed its assessment of the effectivenessrahtarnal control over financial reporting basedtbe 1992 framework imternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrike Treadway Commission. Based on this evalnati
management concluded that, as of December 31, 20t &ternal control over financial reporting weféective.

Changes in Internal Controls

There was no change in our internal control oveairitial reporting that occurred during the quagteted December 31, 2013 that has
materially affected, or is reasonably likely to evally affect, our internal control over financigporting.

On January 21, 2014, Jeff Winzeler, Chief Finan©#icer and Secretary notified us of his decisiomesign. His last working day was Jant
31, 2014. Mr. Winzeler left to pursue another opyaity in a non-competing industry and did not gesas the result of any disagreement with
us on any matter relating to our operations, padi@r practices. Guy A. Archbold, our Presidenig€BExecutive Officer and Chairman of the
Board of Directors, assumed the additional rolantdrim Chief Financial Officer, effective Janu&@¥, 2014, pending a search for

Mr. Winzeler’'s replacement. Given the Company'gent sparse liquidity, the finance function hasrbeperated on a lean basis, which,
combined with the absence of a full-time Chief Ficial Officer, could result in less than optimagjsegation of duties or financial reporting
issues. Mr. Archbold has contracted with a comagliirm with financial reporting expertise in omd® supplement, supervise and monitor the
current finance function and ensure that accuratn€ial statements are produced on a timely basis.

Limitations on Effectiveness of Controls and Procedres

Our management, including our principal executiffecer and principal financial officer, does notpect that our disclosure controls and
procedures or our internal controls will preverteators and all fraud. A control system, no mattew well conceived and operated, can
provide only reasonable, not absolute, assuraratdtth objectives of the control system are met.cutrol systems are designed to provide
such reasonable assurance of achieving their dlgsct-urther, the design of a control system mefitct the fact that there are resource
constraints and the benefits of controls must msickered relative to their costs. Because of therient limitations in all control systems, no
evaluation of controls can provide absolute assgdinat all control issues and instances of friwhy, within our Company have been
detected. These inherent limitations include, betret limited to, the realities that judgmentsl@tision-making can be faulty and that
breakdowns can occur because of simple error dak@sAdditionally, controls can be circumventedthg individual acts of some persons, by
collusion of two or more people, or by managemeetiade of the control. The design of any systeraaftrols also is based in part upon
certain assumptions about the likelihood of futewents and there can be no assurance that anyndeifligucceed in achieving its stated goals
under all potential future conditions. Over timentrols may become inadequate because of changesidiitions, or the degree of compliance
with the policies or procedures may deterioratedBise of the inherent limitations in a cost-effecttontrol system, misstatements due to errc
or fraud may occur and not be detected.

No Attestation Report of Registered Public Accountig Firm

This Annual Report does not contain an attestatmort of our independent registered public acdagrfirm regarding internal control o\
financial reporting because the rules for smakgorting companies provide for this exemption.

ITEM 9B. OTHER INFORMATION

None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Executive Officers and Directors
Below are the names and certain information regardur current executive officers and directors:

Date First Appointed
Name Age Title a Director

Guy A. Archbold 62 Chief Executive Officer, President, September 30, 2011
Interim Chief Financial Officer and
Chairman of the Board of Directa

Edward Feighal 66 Director September 21, 201
Michael Feinber 69 Director January 6, 201

J. Sherman Henderson 71 Director September 21, 201
John Kyee: 67 Director July 18, 201:

Directors are elected to serve until the next ahmegeting of stockholders and until their successwe elected and qualified. Our executive
officers are appointed by the Board of Directord aerve at its pleasure.

Certain biographical information for each of oueeutive officers and directors is set forth below.

Guy A. Archbold was appointed as a director and our Chief Exec@ifficer and President on September 30, 2011 andrbe the Chairman
of our Board of Directors on January 6, 2012. Hedoee our Chief Financial Officer, on an interimibasffective as of February 1, 2014. Mr.
Archbold has more than 30 years of senior manageamehentrepreneurial experience in Finance, Imvest Banking, Merchant Banking,
Venture Capital, Portfolio Management and AltevaiGreen Energy, which makes him well-positionadhis role as a director. From June
2009 through September 2011, Mr. Archbold workedBiack Diamond Financial Group, LLC, a managelimited partnerships involved in
venture capital investments, as a Director andfélartAdvisor. From March 2001 through August 2008, was President, Chief Executive
Officer and Chairman for Chapeau, Inc. dba BluePgirergy, an energy management company which pedwthte-of-the-art, technology
based, environmentally responsible (green), demesgbnse and combined heat and power solutiorsnenercial and industrial users across
the majority of the public and private industry tees including hospitality, retail, healthcare, m&acturing and government. Chapeau, Inc.
filed a voluntary petition for reorganization und&hapter 11 in the U.S. Bankruptcy Court of thetiiisof Nevada on October 31, 2008.

Key Attributes, Experience and Sk: Mr. Archbold’s nearly 30 years of senior managet@nd entrepreneurial experience in finance,
investment banking, merchant banking, venture aggibrtfolio management and alternative greeng@nerombined with his knowledge of t
data center infrastructure management industryhédapital markets experience provides our Bo&miiectors with significant management
insight, valuable experience in business developred capital formation and will assist us in gnegvbur customer base and management
team through our current business phase.

Edward F. Feighanwas appointed to our Board of Directors on Septer@bhe2011. He is currently chief operating offioéiEvergreen
National Indemnity Corporation and Continental ltige Indemnity Corporation, specialty property aagualty insurance compani
Additionally, he serves as a member of the Boamiodctors of both Evergreen and Continental, a ageof the parent holding company,
ProAlliance Holdings Corporation. Mr. Feighan hatdithose positions since 2009. From April 2004tigh August 2008, Mr. Feighan was
chairman, president and chief executive officePaCentury Corporation, a Nasdaq listed, Columbimo based holding company for
Century Insurance Group, which is a specialty prigeasualty insurance group which underwrites galrl@bility, commercial property, and
commercial multi-peril insurance for small and rsided businesses throughout the United States-dlighan has been an investor and board
member of ProCentury and ProAlliance since 2006, e&s been involved with the insurance subsidianie@arious capacities, including
serving as a board member, since 1993. From 19868dh 2000, he served as the Managing Partnerliaihdke Financial, Ltd., an Ohio-based
boutiqgue merchant banking firm specializing in negsgand acquisitions in the financial servicesweérom November 1996 to December
1997, Mr. Feighan served as the founding presiaérief executive officer and director of Centurydhess Services, Inc., a Nasdagq listed
company. Beginning in 1972, Feighan held electéided for 20 consecutive years. He served as an Staite Representative for six years, a
Cuyahoga County Commissioner for four years anceaber of the United States House of Representdiveld years. Mr. Feighan earned a
law degree from Cleveland State University in 18#t®r completing his undergraduate studies at Boem Catholic Seminary, Cleveland,
Ohio, and Loyola University, New Orleans, Louisiakl. Feighan brings experience in managementniiiz services and public services, as
well as his experience serving on the boards adrgblablic companies, to our Board of Directors.
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Key Attributes, Experience and Sk: In addition to the professional background angegience, senior- and executive-level policy-making
positions and intangible attributes, Mr. Feighdmotigh his experience in management, financialiees\vand public services, as well as his
experience serving on the boards of other publinpanies, provides our Board with an executive aadérship perspective on the
management and operations of a public company.

Michael Feinbergwas appointed to our Board of Directors on Jan6aB012. Mr. Feinberg has 47 years of experien@e@sperty

developer, owner and investor. He has owned amieeloped residential and office buildings in theager metropolitan New York and South
Florida areas. During at least the past five yadrsFeinberg has been the owner and designedaliegurse at The Club at Emerald Hills in
Hollywood, Florida. He was also one of the eafieanciers of Ultimate Software, a leading providéend-to-end strategic human resources,
payroll and talent management solutions and isveesitor in the funds managed by Black Diamond FérsuGroup LLC, a manager of limited
partnerships involved in venture capital investraehtr. Feinbergs experience as an entrepreneur and in venturtatapiestments makes h

a valuable addition to our Board of Directors.

Key Attributes, Experience and Sk: Mr. Feinberg’'s 47 years of experience as a ptgmirveloper, owner and investor, combined with his
experience as an entrepreneur and in venture tapiestment, including his relationship with Blabkamond Financing Group, LLC, one of
our major shareholder, provides our Board of Dextvith significant management insight in capitamation.

J. Sherman Henderson Illwas appointed to our Board of Directors on Septerhe2011. Mr. Henderson has more than 39 yeabsisihess
experience, including roles spanning company owmngrsales, marketing and management, which previita with valuable expertise to
assist the Company. He began his career in theoreléndustry in 1986, when he oversaw Charter Nekya long-distance carrier serving the
Midwestern United States. Mr. Henderson foundedtyigar Network Solutions, which began operationg@i®ial, an established provider of
data, voice and wireless telecommunication sentiz@gpproximately 60,000 business and residentistioeners throughout North America, in
1993 in Louisville, Kentucky and served as its Eleecutive officer from its founding until May 201He currently serves as its chairman
emeritus. He also serves as a director of Beacterjimse Solutions Group Inc. and is a member aff tompany’s compensation committee.
Mr. Henderson served six terms as chairman of COMPThe leading association representing competitvnmunications service providers
and their supplier partners. Mr. Henderson earnBddhelor’s degree in Business Administration fielorida State University.

Key Attributes, Experience and Sk: Mr. Henderson'’s 39 years of business experienciyding roles spanning company ownership, sales,
marketing and management, provides him with vakialzpertise to assist the Company.

John Kyeeswas appointed to our Board of Directors on July2lB,2. Mr. Kyees retired from active business pcadh 2010 but continues to
serve on the board of directors of 5 public comeaifCasual Male Retail Group, Vera Bradley, Teayvbiod Topic and Rackwise). Prior to
retirement, he was Chief Financial Officer for seteompanies including Urban Oultfitters, bebe &pBkinmarket, HC Holdings, Ashley
Stewart, Limited’s Express, Chas. A. Stevens (wvisf Hartmarx), J.L. Hudson Co. (division of DagtHudson which became Target), The
Model A and Model T Motor Car Reproduction Co., &uatd Motor Co.

Key Attributes, Experience and Sk: Mr. Kyee's experience as board member of fiveeofhublic companies, and his career experience as

CFO of several companies, provides our Board oé®ars with significant public company experienod arovides valuable financial
expertise to our Audit Committee.
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Industry Advisory Board

We have recruited a number of experienced andigigarded professionals to be members of the Raekc. Industry Advisory Board.
The purpose of the Industry Advisory Board is toyile an informal “think tank” and “sounding board’assist Company management. Our
Industry Advisory Board members meet as a groum ftime to time to address specific issues thapegsented to them. Further, Industry
Advisory Board members are available for limitediyidual telephone consultation with managemendiorias needed” basis.

Stephen O’Donnell.Effective January 27, 2012, we appointed Stephd&wo@nell to be the founding member and ChairmamefRackwise,
Inc. Industry Advisory Board. Mr. O'Donnell is aajfally recognized authority on data centers anormétion technology (“IT”) operations
and an acknowledged expert in green IT and suddititgaMr. O’'Donnell has over 30 years internat@senior management experience withir
large multinational organizations. He has serve@B® at MEEZA, a Qatar Foundation Joint Venture l@ading provider of IT and related
solutions services in Qatar. He has also servédaasaging Director at Enterprise Strategy Grougaaling, integrated, full-service IT analyst
and business strategy firm. Mr. O’Donnell was Gldtead of Data Centers at UK-based BT (formerlytiBlni Telecom), one of the world’s
largest communications services company. He hasdeglior positions at other technology and findregavices-based global enterprises,
including First Data Corporation, Cable & Wirelesshman Brothers and Deutsche Bank. Mr. O’Donnadl ferved on the Advisory Board at
Fusion-io and is currently Chairman of the AdvisBgard at Violin Memory, both US-based companiempering enabling technologies for
advancements in data center operations. The amargevith Mr. O’'Donnell provides for a term of ttyirsix (36) months and the grant of
options to purchase 1,000 shares of our commoik stiogn exercise price of $103.50 per share, \@séitably at the end of each of the first 12
quarterly periods from the effective date of hip@ptment to the Advisory Board.

Steve Biondi.Mr. Biondi was appointed to join Mr. O’'Donnell onet Advisory Board in March 2012. Mr. Biondi bringsthe Advisory Board
more than 30 years of senior management experiaritbe technology industry with a reputation faadéng sales and product development
teams in multinational organizations. Mr. Biondisnr@cently appointed and currently serves as Rmesaf North America Operations at Mic
Focus, a provider of enterprise application modetion, testing and management solutions. Prigoiteng Micro Focus, Mr. Biondi served as
Vice President, OEM Sales for North and South Anseat VMware, a global leader in virtualization ahelud infrastructure solutions enabli
businesses to optimize information technology (BSources in the Cloud Era. Previous to VMware, Biondi held a range of leadership and
executive roles in General Business and the Soétgaoup during his career of more than 20 yeahstatnational Business Machines
Corporation, including Worldwide Director of SoftreaSales for Small and Mid-Size Customers. In jairthe Advisory Board, Mr. Biondi
was granted options to purchase 834 shares ofosomon stock at an exercise price of $103.50 peeskasting ratably at the end of each of
the first 12 quarterly periods from the effectivagel of his appointment to the Advisory Board.

Harkeeret Singh. Mr. Singh was appointed to the Advisory Board aMafy 1, 2012. Mr. Singh brings to the Advisory Bban extensive
background and industry reputation as one of thegy enablers advocating greener and more su$laiirEformation technology
infrastructure strategies. He is currently GlobabH of Energy and Sustainable IT at Thomson Reut@svorld’s leading source of intelligent
information for businesses and professionals. imrtlle, Mr. Singh is responsible for energy effitty and sustainability across technology
operations, including Data Centers, Servers, Seridgtwork and Desktop. In addition, Mr. Singh pasformed substantial research of data
centers and information technology environmentsath Europe and the United States in particulasyitiof advancing energy responsible
principles and working across traditional boundat@achieve holistic efficiency. Prior to joinififjomson Reuters, Mr. Singh served in a
variety of roles, including Head of Data Center&igy, at UK-based BT (formerly British Telecomjgeoof the worlds largest communicatio
services companies. In joining the Advisory Bodvild, Singh was granted, subject to approval by oom8 of Directors, options to purchase
834 shares of our common stock at an exercise pfi$&04.40 per share, vesting ratably at the drehoh of the first 12 quarterly periods fr
the effective date of his appointment to the AdiysBoard.

Board Committees

We are not currently subject to listing requirensesftany national securities exchange or interateglotation system which requires us to
have committees or charters. Our Board of Directoosvever, has determined to establish three cammesitan Audit Committee; a
Compensation Committee; and a Nominating and CatpdBovernance Committee. Each committee operaties & charter approved by our
Board of Directors. To request a copy each comsigteharter, please make written request to our dmsc/o Rackwise, Inc., 2365 Iron P
Road, Suite 190, Folsom, CA 95630. The membersghipgipal duties and responsibilities of each cottesiare set forth below.
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The membership of the committees is set forth below

Nominating and

Corporate
Audit Compensation Governance
Name Committee Committee Committee
Guy A. Archbold Chair
Edward F. Feigha ° °
Michael Feinber¢ ° °

J. Sherman Henderson

Chair

John Kyee: °

Our Board has not designated the chairman of thditAlommittee and has not determined whether artlgeofudit Committee members is an
“audit committee financial expert” as defined irplgable SEC rules.

Audit Committet

The committee’s charter provides that the princthales and responsibilities of the Audit Commitiegude:

reviewing and discussing certain regulatory filinigeluding our audited financial statements andrtgrly financial statements, with
management and our independent audi

reviewing earnings press releases and earningamgeedorovided to analys!

appointing, evaluating, overseeing and replaciihgecessary, our independent registered publicuataa firm;

reviewing the design, implementation, adequacyedfettiveness of our internal controls and ouraaltaccounting policies
reviewing our compliance with applicable laws, suad regulations, and reviewing cases of employiseonduct or fraud; ar

reporting regularly to our Board of Directors wittspect to issues relating to the quality or iritg@f our financial statements, our
compliance with legal or regulatory requirementd #ve performance and independence of our indepeadelitors

All audit and non-audit services, other than deimirs non-audit services, provided to us by our reshelent registered public accounting firm
must be approved in advance by our audit committee.

Compensation Committee

The committee’s charter provides that the princihgles and responsibilities of the Compensatiom@dgtee include:

reviewing and approving annual goals and objectdfemur CEO and other executive officers, evaluatime performance of our CEO
and other executive officers in light of those gaahd objectives, determining or assisting to detez our CEO’s and other executive
officers’ compensation level and making all othetediminations with respect to the compensatioruof@GEO and other executive
officers;

recommending to our Board of Directors the compémsaf our CEO and other executive officers andhe extent such authority is
delegated to it by our Board of Directors, apprgvine compensation payable to these executiveeosf]
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» considering with respect to the compensation ofGbmpany’s executive officers: (a) annual baserga(b) any bonus or other short-
term incentive program; (c) any long-term incentbeenpensation (including cash-based and equityebas@rds); and (d) any
employment agreements and similar arrangementsmsactions

e reviewing and making recommendations to our Bo&fdiectors regarding incentive compensation andgitgepased plans that are
subject to approval by our Board of Directc

* reviewing and making recommendations to our Bodidiectors regarding compensation, if any, of Bward of Directors and its
committees; an

* preparing a report of the committee for inclusiorour annual report or proxy statement with respeeour annual meeting of
stockholders

Nominating and Corporate Governance Commi
The committee’s charter provides that the princihgles and responsibilities of the Nominating &utporate Governance Committee include
» evaluating and selecting or recommending for siglectandidates for election to our Board of Direst:

e evaluating the functions, duties and compositionariimittees of our Board of Directors and makingpramendations to our Board
Directors with respect theret

» formulating procedures for security holders to semehmunications to our Board of Directa
* developing and recommending to our Board of Dinectoset of corporate governance policies or pnoe=g

* establishing and maintaining an informal continuéayication program for our directors with respeatur strategic plans, significant
financial, accounting and risk management mattens\pliance programs, corporate governance polaigsocedures, principal
officers and internal and independent auditor;

* developing a plan for the succession of our CEOdisclissing with our CEO a succession plan forkeyrsenior officers

The Nominating and Corporate Governance CommittéleeoBoard of Directors is responsible for review/iwith the entire Board from time
time the appropriate skills and characteristicaiiregl of Board members in the context of the curreake-up of the Board of directors. The
Board of Directors believes that directors shoulddto the Company a variety of perspectives diltsghat are derived from high quality
business and professional experience and thatigred with the Company’s strategic objectives. Theposition of the Board of Directors
should at all times adhere to the standards ofpieddence promulgated by applicable Nasdaq and BEEE. Ve also require that our directors
be able to attend all board and applicable committeetings. In this respect, directors are expeotadvise the Chairman of the Board of
Directors and the Chairman of the Nominating andpGrate Governance Committee in advance of acagptiy other public company
directorship or assignment to the audit committietn@® board of any other public company.

The Nominating and Corporate Governance Committestifies nominees by first evaluating the curmaeimbers of the Board of Directors
willing to continue in service. Current membergtod Board with skills and experience that are r@hé¢¥o the Company’s business and who ar
willing to continue in service are considered femomination, balancing the value of continuitysefvice by existing members of the Board
with that of obtaining a new perspective. If anymber of the Board does not wish to continue iniserer if the Nominating and Corporate
Governance Committee or the Board decides not-tmneinate a member for re-election, the Committéeidentify the desired skills and
experience of a new nominee in light of the cré¢ebove. Current members of the Committee and Boagdbe consulted for suggestions as t
individuals meeting the criteria above. Researcl aiso be performed to identify qualified individsia

Shareholder Communications
Currently, we do not have a policy with regardhe tonsideration of any director candidates recona®eé by security holders. To date, no

security holders have made any such recommendations
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Code of Conduct

We have adopted a written code of business coradutethics that applies to our directors, officeraployees and certain other persons,
including our principal executive officer, princlfamancial officer, principal accounting officer aontroller, or persons performing similar
functions. We believe that the code of conduce&sonably designed to deter wrongdoing and prohwaiest and ethical conduct; provide full,
fair, accurate, timely and understandable disclgupublic reports; comply with applicable lawasare prompt internal reporting of code
violations; and provide accountability for adherenc the code. To request a copy of the code addwom please make written request to our
President c/o Rackwise, Inc., 2365 Iron Point R&dte 190, Folsom, CA 95630.

Compliance with Section 16(a) of the Exchange Act

Section 16(a) of the Exchange Act requires ourctiims, officers and persons who own more than 108cregistered class of our equity
securities to file reports of ownership and charigesvnership with the Securities and Exchange Cassion. Directors, officers and greater
than 10% stockholders are required by SEC reguigtio furnish us with copies of all Section 16@is they file. Based solely upon our
review of the copies of such forms that we receiwétl respect to the fiscal year ended DecembeRB13, we believe that each person who &
any time during the fiscal year was a directoriceff or beneficial owner of more than 10% of oun@®aon Stock satisfied their Section 16(a)
filing requirements, although certain reports widesl on a late basis.

ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth information concemithe total compensation paid or accrued by usgduhe fiscal years ended December 31,
2013 and 2012 to (i) all individuals that servedas principal executive officer or acted in a danicapacity for us at any time during the fis
year ended December 31, 2013; (ii) our two moshlizigompensated executive officers other than tirecipal executive officer who wel
serving as executive officers at the end of theafigear ended December 31, 2013; and (iii) upvtmadditional individuals who received
annual compensation during the fiscal year endezdber 31, 2013 in excess of $100,000 and who m@rserving as executive officers o
the end of the fiscal year ended December 31, 2013.

Summary Compensation Table

Non- Non-
Equity qualified
Incentive Deferred

Plan Compen-
Stock Option Compen- sation All Other
Name and Salary Bonus Awards Awards sation Earnings Compensatior Total
Principal Position Year ($) $) $) $) ($) ($) $ ($)

Guy A. Archbold 2013 250,00( 15,00( 0 0 0 0 (0] 265,00(
CEO, President and Executive 2012 250,00( 0 0 55,7742) 0 0 0 305,77¢
Chairman of the Boar(1)

Jeff Winzeler 10,00( 0 0 0 0 (0] 185,00(
CFO, Secretary and Treasurer 2013 175,00( 0 34,50C(4) 338,10((5) 0 0 0 537,60(
3) 2012 165,00(

(1)Guy A. Archbold was appointed as our Chief Execufficer and President on September 30, 2011 endrbe our Chairman of
the Board of Directors on January 6, 20

(2)Represents the grant date value of Mr. Archboldsuary 9, 2012 option grant received for his sewigs a director of the
Company, computed in accordance with FASB ASC TapRg.

(3) Jeff Winzeler was appointed as our Chief Finan®@ificer on January 23, 2012, and was subsequepfigiated as our Secretary
and Treasurer on November 30, 2012. Effective a@aobiary 31, 2014, Mr. Winzeler, resigned fromG@oenpany to pursue
another opportunity in a n-competing industry

(4)Represents the grant date value of Mr. Winzeleafsiary 23, 2012 restricted stock grant, computedtaordance with FASB ASC
Topic 718.

(5)Represents the (a) $225,400 grant date value of\Ntizeler's January 23, 2012 option grant, compirneatcordance with FASB

ASC Topic 718 and the (b) $112,700 grant date vafudr. Winzeler's February 15, 2012 option grazgmputed in accordance
with FASB ASC Topic 718
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Employment Agreements

We entered into an employment agreement with Gugrahbold as of September 30, 2011, whereby heealgi@ serve as our Chief Executive
Officer, President and Chairman of the Board okDiors. The agreement is for an initial periodhoéé years and provides for an annual base
salary of $250,000. Mr. Archbold is eligible to ea bonus upon meeting specified performance stdadi be established by the Company.
On January 9, 2012, we granted Mr. Archbold notustay stock options to purchase 23,000 shareswincon stock pursuant to his
employment agreement but outside of our 2011 Edodgntive Plan, which are vested and are exengsgla price of $103.50 per share. In
addition, on January 9, 2012, we granted Mr. Ardthloptions to purchase 834 shares of common stotdide of our 2011 Equity Incentive
Plan for services as our Chairman of the Boardiodddors, which vested on July 18, 2012 and arecésable at a price of $103.50 per share.
All vested options survive the termination of tlggeeement and/or the termination of employment. AMdchbold’s employment may only be
terminated for “just cause” (as defined in the agrent).

Effective January 23, 2012, we entered into an eympént agreement with Jeff Winzeler to serve asGhief Financial Officer. In connection
with his appointment, Mr. Winzeler received (i) @mual base salary of $175,000; (i) eligibility flonus compensation; (iii) options to
purchase 3,334 shares of common stock under odr RI2h, vesting over a period of three years ardoésable at a price of $103.50 per st
and (iv) 334 shares of our restricted common st@ekJanuary 23, 2012, we granted Mr. Winzeler otiio purchase 3,334 shares of commo
stock under our 2011 Plan, vesting over a peridtirefe years and exercisable at a price of $1Q%68hare. In the event that Mr. Winzeler
was terminated without reasonable cause, he waukhktled to a severance payment equal to six Insasfthis base salary at the time of
termination. Effective as of January 31, 2014, Winzeler, resigned from the Company to pursue aratbportunity in a non-competing
industry.

Outstanding Equity Awards at Fiscal Year Ended Decmber 31, 2013

Option awards Stock awards
Equity
incentive
Equity plan
Equity incentive awards:
incentive plan Market or
plan awards:  payout value
awards: Market Number of of
Number of Number of Number of  value of unearned unearned
Number of securities securities shares or shares of shares, units shares, units
securities underlying  underlying units of units of or other or other
underlying unexercised unexercised Option stock that stock that rights that  rights that
unexercised options unearned exercise Option have not have not have not have not
options (#) options price  expiration vested vested vested vested
Name (#) exercisable unexercisable (#) €)) date #) (%) (# (€]
Guy A.
Archbold ,
CEO,
President 23,000 0 0 103.50 1/9/22 0 0 0 0
and 834 0 0 103.50 1/9/22 0 0 0 0
Executive
Chairman of
the Board
Jeff
Winzeler
CFO, 1,112 2,222 (a) 0 103.50 1/23/22 0 0 0 0
Secretary 556 1,111 (b) 0 103.50 2/15/22 0 0 0 0
and
Treasurer

(a) Shares vest as follows: 1,111 on January 23, 26d4.d11 on January 23, 20:

(b) Shares vest as follows: 556 on February 15, 2014688 on February 15, 201
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Director Compensation

The following table summarizes compensation ealiyeour non-employee directors during the year eridlecember 31, 2013:

Non-
Fees Qualified

Earned Option Non-Equity Deferred

or Paid Stock Awards Incentive Plan  Compensatior All Other
Name Year in Cash Awards (1) Compensatior Earnings Compensatior Total
Edward F. Feigha 201 $ - $ - $ - $ - $ - $ - $
Michael Feinber( 201 $ - $ $ - $ - $ $ $
J. Sherman Henderson 201 $ - $ $ - $ - $ $ $
John Kyees 201: $ - $ $ - $ - $ $ $
William Andrew (1) 201: $ - $ $ - $ - % $ $

(1) Resigned as a director on May 29, 2

On January 9, 2012, our Board of Directors graetech of our then five directors options to purct&® shares of our common stock at an
exercise price of $103.50 per share, vesting ieelequal installments (or 278 shares) on eachpieBer 21, 2012, 2013 and 2014.

Effective July 18, 2012 we accelerated the vestimghe January 9, 2012 options previously issugddanembers of our board of directors,
result being that such options vested immediatalgddition, we authorized an aggregate of 5,834 men-plan, non-statutory options to
members of our board of directors including 834t to each incumbent member, excluding Guy AhBotd who waived his right to
receive such additional options, and 1,667 optioreach of our two new members, John Kyees andaiilAndrew. The options issued to the
incumbent members vested on the first annivershitiyeir respective engagements as directors. 83deobptions issued to each of the new
board members vested on issuance and the rem&8#hgptions issued to such members vested onrdtafiniversary of their respective
appointments. All of the newly issued director opt have an exercise price equal to the fair masdeie of our common stock on the date of
grant and have a ten year term subject to eadiéeifure.

Upon his resignation on May 29, 2013, 834 optiongimally issued to William Andrew were forfeite@n August 29, 2013, the remaining 833
options were forfeited, such that no options hgldvls. Andrew were outstanding at December 31, 2013.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth information with pest to the beneficial ownership of our commonlistawwn by us as of April 10, 2014 by:
e each person or entity known by us to be the beiaéfiovner of more than 5% of our common stc
» each of our director:
* each of our named executive officers as defindteim 402(m)(2) of Regulation-K; and
* all of our directors and executive officers as augr.
Except as otherwise indicated, the persons listdalbhave sole voting and investment power witlpeesto all shares of our common stock
owned by them, except to the extent such powerlmeashared with a spouse. Information given witipeesto beneficial owners who are not
officers or directors of ours is to the best of kmowledge, based on information available to uee $hares indicated as beneficially owned

may include shares held in street name or the mdraenominee, and beneficial ownership may have loksposed of and/or acquired without
our knowledge.
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Amount and

Nature of
Beneficial Percentage o
Name and Address of Beneficial Ownef? Title of Class Ownership @ Class®
Guy A. Archbold Common Stocl 23,8349 *
Edward Feighal Common Stocl 20,7545 *
Michael Feinberg Common Stocl 5,96 *
Sherman Hendersc Common Stocl 1,66¢7) *
John Kyee: Common Stocl 9,10¢® 2
61,3324 )
All directors and executive officers as a group¢ssons ®T)(E, 2
Black Diamond Financial Group LLC
1610 Wynkoop Street, Suite 400
Denver, CO 8020 Common Stocl 3,283,849 47.0%
Navesink RACK, LLC
1200 Federal Highway, Suite 200
Boca Raton, FL 3343 Common Stocl 2,775,61(10) 41.91%

* L ess than 1%.

1)

(2)

(3)
(4)

()

(6)

(7)

(8)

(9)

Except as otherwise indicated, the address of kexhficial owner is c/o Rackwise, Inc., 2365 Iranir® Road, Suite 190, Folsom, !
95630.

Beneficial ownership is determined in accordanctn whe rules of the SEC and generally includesngptir investment power wi
respect to securities. Shares of common stock stulbjeoptions or warrants currently exercisableconvertible, or exercisable
convertible within 60 days of April 10, 2014 areed®ed outstanding for computing the percentageeopérson holding such option
warrant but are not deemed outstanding for comgutia percentage of any other pers

Percentage based upon 6,622,017 shares of our acostork outstanding as of April 10, 20

Consists of (i) 2,300 options which vested @pt8mber 30, 2011 in connection with Mr. Archbseldppointment as our CEO
President, (ii) 20,700 options which vested on Nwoler 29, 2011 and (iii) 834 director options whiasted on July 18, 2012. All
such options have an exercise price of $103.5@ pare

Includes (a) (i) 502 5-year warrants with aereise price of $20.07 acquired on January 6, 202,893 7year warrants exercisal
on or before April 17, 2019 at an exercise priceb68.36, (iii) 2,359 Srear warrants with an exercise price of $21.21 meduor
October 4, 2012 and (iv) 4.718y®ar warrants with an exercise price of $21.21 medwn January 13, 2013, and (b) (i) 834 opi
with an exercise price of $103.50 per share whiested on July 18, 2012 and (ii) 834 options witheaarcise price of $104.40 |
share which vested on September 21, 2

Includes (i) 3,113 year warrants with an exercise price of $40.17 meduon December 5, 2011, (ii) 834 options withex@rcis
price of $103.50 per share which vested on Jul\20&2 and (iii) 834 options with an exercise pt&104.40 per share which ves
on January 6, 201.

Consists of (i) 834 options with an exercise pr¢e$103.50 per share which vested on July 18, 201 (ii) 834 options with ¢
exercise price of $104.40 per share which vesteSepiember 21, 201

Includes (i) 3,169 5-year warrants with an eis price of $40.17 acquired on September 21, 200 1,582 5year warrants with ¢
exercise price of $63.36 acquired on January 1322(ii) 834 options which vested on July 18, 2G4’ (iv) 834 options whic
vested on July 18, 2013. All of the options havegercise price of $104.40 per sh

Includes (a) 10,995 shares of our common stock2)882 shares of our common stock issuable uporciseeof warrants curren
exercisable or exercisable within 60 days of Apfl, 2014 owned by Black Diamond Financial Group L{:BDFG”), (b) 78,28
shares of our common stock and 192,084 shares ro€@umon stock issuable upon exercise of warranteeotly exercisable

exercisable within 60 days of April 10, 2014 owrled Black Diamond Holdings LLC (“BDH"),d) 56,859 shares of our comn
stock and 139,685 shares of our common stock issugion exercise of warrants currently exercisablexercisable within 60 days
April 10, 2014 owned by Rackwise Funding LLC (“Ragge Funding”)and (d) 1,138 shares of our common stock and XiAffes c
our common stock issuable upon exercise of warreumiently exercisable or exercisable within 60slay April 10, 2014 owned |
MFPI Partners LLC (“MFPI")BDFG is the manager of BDH and Rackwise Fundingri¢kalmeson is the manager of BDFG .



MFPI and, to our knowledge, has sole voting aneéstment power with respect to the securities owme®8DFG, BDH, Rackwis
Funding and MFPI. Mr. Imeson may be deemed to liea#y own the securities held by BDFG, BDH, RadkevFunding and MFP

(10) Alan D. Goddard and Michael Lichtenstein dr@ inanaging members of Navesink RACK, LLC and tsmle voting and investment

power with respect to the shares owned by NaveRi&K, LLC. Messrs. Goddard and Lichtenstein mayberded to beneficially
own the shares held by Navesink RACK, Ll
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Securities Authorized for Issuance Under Equity Corpensation Plans

The following table provides information as of Ded#er 31, 2013, with respect to the shares of comstaek that may be issued under our
existing equity compensation plans:

Number of
securities
remaining
available for
future
issuance
under equity
Number of Weighted- compensation
securities to average plans
be issued upo  exercise price (excluding
exercise of  of outstanding securities

outstanding options reflected in

options (a) (b) column (a)
Equity compensation plans approved by securitydrs 20,36¢ $ 102.6: 24,63:
Equity compensation plans not approved by sechaotgers 41,94 $ 103.6! 1,200,00i(1)
Total 62,31 $ 103.3( 1,224,63

(1) Additional securities may become available for &®se pursuant to the evergreen provision of the3 2Bquity Incentive Plan whi
provides for a reset on January 1 of each year aaming January 1, 2014 which increases the nuntb&nases issuable under the 2
Equity Incentive Plan to an amount which equals 20%e total number of shares of common stockedsand outstanding on the last
of the immediately preceding fiscal ye

2011 Equity Incentive Plan

Our Board of Directors and stockholders owning gomity of our outstanding shares adopted the 204ditl Incentive Plan (the “2011 Plan”)
on September 20, 2011. A total of 45,000 sharemioEommon stock are reserved for issuance unde2@hl Plan. If an incentive award
granted under the 2011 Plan expires, terminatemeégercised or is forfeited, or if any sharessangendered to us in connection with an
incentive award, the shares subject to such awaddhe surrendered shares will become availabl&uftiner awards under the 2011 Plan.

Shares issued under the 2011 Plan through thersettit, assumption or substitution of outstandingrd# or obligations to grant future awards
as a condition of acquiring another entity areaxqtected to reduce the maximum number of sharémblaunder the 2011 Plan. In addition,
the number of shares of common stock subject t@®id Plan and the number of shares and termsyahaantive award are expected to be
adjusted in the event of any stock dividend, spgfnsplit-up, stock split, reverse stock split, apitalization, reclassification, merger,
consolidation, liquidation, business combinatiore®change of shares or similar transaction.
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Administration

It is expected that the compensation committed®Board, or the Board in the absence of such arittee, will administer the 2011 Plan.
Subject to the terms of the 2011 Plan, the comgimmseommittee would have complete authority arstition to determine the terms of
awards under the 2011 Plan.

Eligible Recipient:

Any officer or other employee of the Company oratfliates, or an individual that the Company araffiliate has engaged to become an
officer or employee, or a consultant or advisor whavides services to the Company or its affilialasluding a non-employee director of the
Board, is eligible to receive awards under the 2BtHh.

Grants

The 2011 Plan authorizes the grant to eligiblepieaits of nonqualified stock options, incentivecktoptions, restricted stock awards, restricte
stock units, performance grants intended to comyitly Section 162(m) of the Internal Revenue Cod&386, as amended (the “Code”) and
stock appreciation rights, as described below:

» Options granted under the plans entitle the grangeen exercise, to purchase a specified numbsharfes from us at a specified
exercise price per share. The exercise price fareshof common stock covered by an option canntgdsethan the fair market value
of the common stock on the date of grant unlesseabto otherwise at the time of the grant. Suchr@svanay include vesting
requirements

* Restricted stock awards and restricted stock umég be awarded on terms and conditions establispd¢ide compensation committee,
which may include performance conditions for restidl stock awards and the lapse of restrictionthemchievement of one or more
performance goals for restricted stock ur

* The compensation committee may make performanggsgyr@ach of which will contain performance goalsthe award, including the
performance criteria, the target and maximum anspayable, and other terms and conditit

e Stock awards are permissible. The compensation d¢esnwill establish the number of shares of commimtk to be awarded and !
terms applicable to each award, including perforreanestrictions

* Stock appreciation rights or SARs, entitle the ipgrant to receive a distribution in an amount twoéxceed the number of shares of
common stock subject to the portion of the SAR eised multiplied by the difference between the reaikice of a share of common
stock on the date of exercise of the SAR and the&ken@rice of a share of common stock on the dagrant of the SAR

Duration, Amendment, and Terminati

The Board may amend, suspend or terminate the R@lwithout stockholder approval or ratificatidraay time or from time to time. No
change may be made that increases the total nushbbares of common stock reserved for issuancgipat to incentive awards or reduces
minimum exercise price for options or exchangepifoms for other incentive awards, unless such gaas authorized by our stockholders
within one year. Unless sooner terminated, the Zafh terminates ten years after it was adopted.

2013 Equity Incentive Plan

Our Board of Directors adopted the 2013 Equity imise Plan (the “2013 Plan”) on December 18, 204 8tal of 1,200,000 shares of our
common stock are reserved for issuance under the RP@n subject to increase under the evergreenspro of the 2013 Plan which provides
for an annual increase in the number of secuiig®sable under the 2013 Plan, such that the anufwsatcurities issuable under the 2013 Plan
can be increased to an amount which is equal to @0% of the total number of shares outstandirtheaend of the previous fiscal year. If an
incentive award granted under the 2013 Plan expieesinates, is unexercised or is forfeited, @r{ shares are surrendered to us in
connection with an incentive award, the sharesestithp such award and the surrendered sharesegitirbe available for further awards under
the 2013 Plan.
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Shares issued under the 2013 Plan through thersettlt, assumption or substitution of outstandingrda or obligations to grant future awards
as a condition of acquiring another entity areaqtected to reduce the maximum number of sharémblaunder the 2013 Plan. In addition,
the number of shares of common stock subject t@#& Plan and the number of shares and termsyahaaentive award are expected to be
adjusted in the event of any stock dividend, spgfnaplit-up, stock split, reverse stock split, apitalization, reclassification, merger,
consolidation, liquidation, business combinatiorerchange of shares or similar transaction.

Administration

It is expected that the compensation committed®Board, or the Board in the absence of such arittee, will administer the 2013 Plan.
Subject to the terms of the 2013 Plan, the compiemseommittee would have complete authority arstidition to determine the terms of
awards under the 2013 Plan.

Eligible Recipient:

Any officer or other employee of the Company oratfliates, or an individual that the Company araffiliate has engaged to become an
officer or employee, or a consultant or advisor whavides services to the Company or its affilialasluding a non-employee director of the
Board, is eligible to receive awards under the 2BIEB.

Grants

The 2013 Plan authorizes the grant to eligiblepieaits of nonqualified stock options, incentivecktoptions, restricted stock awards, restricte
stock units, performance grants intended to comitly Section 162(m) of the Internal Revenue Cod&386, as amended (the “Code”) and
stock appreciation rights, as described below. Hareunless shareholder approval of the 2013 Rlabtained on or prior to December 17,
2014, all options issuable under the 2013 Plan bleaton-qualified stock options.

* Options granted under the plans entitle the granigen exercise, to purchase a specified numbshanfes from us at a specified
exercise price per share. The exercise price fareshof common stock covered by an option canntgdsethan the fair market value
of the common stock on the date of grant unlesseabto otherwise at the time of the grant. Suchr@svanay include vesting
requirements

* Restricted stock awards and restricted stock umég be awarded on terms and conditions establisidide compensation committee,
which may include performance conditions for restidl stock awards and the lapse of restrictionthemchievement of one or more
performance goals for restricted stock ur

* The compensation committee may make performancegyraach of which will contain performance goalsthe award, including the
performance criteria, the target and maximum anspayable, and other terms and conditit

e Stock awards are permissible. The compensation ¢tbesnwill establish the number of shares of comrsimtk to be awarded and
terms applicable to each award, including perforreanestrictions

* Stock appreciation rights or SARs, entitle the ipgrant to receive a distribution in an amount twoéxceed the number of shares of
common stock subject to the portion of the SAR eised multiplied by the difference between the magkice of a share of common
stock on the date of exercise of the SAR and the&ken@rice of a share of common stock on the daggant of the SAR

Duration, Amendment, and Terminati
The Board may amend, suspend or terminate the R@IBwithout stockholder approval or ratificatidraay time or from time to time. No
change may be made that increases the total nushbbares of common stock reserved for issuancgipat to incentive awards or reduces

minimum exercise price for options or exchangepifoms for other incentive awards, unless such gaas authorized by our stockholders
within one year. Unless sooner terminated, the Z8&8 terminates ten years after it was adopted.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE
Notes Payablt

See discussion under Item 5. Recent Sales of Wstergd Securities respecting Black Diamond Findi@&iaup LLC and Navesink RACK,
LLC.

Short-Term Loans

On April 12, 2013, May 15, 2013 and May 30, 2013bmerowed $112,500, $200,035 and $150,035, resdygtivia short-term interest free
loans from an affiliate. The loans converted ifte $ecurities sold by us in the Units offering vihicas completed in September 2013.

Stock Options

See discussion above under Item 11. Executive Cosgpien.

Employment Agreement

See discussion above under Item 11. Executive Coggten — Employment Agreements.

PPO Units

During the quarter ended March 31, 2013, Edwardhami, a director, purchased an aggregate of 1,6BP©O Units in a private offering at a
price of $45.00 per Unit, or an aggregate grodsggbrice of $75,000. Each PPO Unit consisted)od.(0033333 of one share of our common
stock and (ii) a warrant representing the righttochase 0.0033333 of one share of our common staekcisable for a period of five years, at
an exercise price of $90.00 per share.

Consulting Agreements

We paid $120,000 to an affiliate during 2013 inmection with the provision of financial advisoryngees.

Director Independence

Our Board has determined that each of Messrs. Bejghenderson and Kyees is independent within t@ning of applicable listing rules of
The New York Stock Exchange, as amended from tortarte and the rules promulgated by the SEC.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Audit Fees

The aggregate fees billed to us by Marcum LLP,mrincipal accountant for professional services ezad during the fiscal years ended
December 31, 2013 and 2012 are set forth in tHe teddow:

Fiscal Years Ended
December 31,

Fee Category 2013 2012
Audit fees (1) $ 169,95( $ 154,25(
Audit-related fees (2 — 62,92:
Tax fees (3 — —
All other fees (4) — —
Total fees $ 169,95( $ 217,17.

(1) Audit fees consist of fees incurred for professics&yvices rendered for the audit of consolidatadricial statements, for reviews of
interim consolidated financial statements includedur Quarterly Reports on Form T@-and for services that are normally provide
connection with statutory or regulatory filingsemgagement:

(2) Auditrelated fees consist of fees billed for profesdi@eavices that are reasonably related to the peeoce of the audit or review of «
consolidated financial statements, but are notntegainder* Audit fees”

(3) Tax fees consist of fees billed for professionaVises relating to tax compliance, tax planningd #ax advice

(4) All other fees consist of fees billed for all ottsarvices
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Audit Committe’s Pre-Approval Practice

Prior to our engagement of our independent auditech engagement was approved by our Board of @i®cThe services provided under this
engagement may include audit services, audit-rlsgevices, tax services and other services. Rymaal is generally provided for up to one
year and any p-approval is detailed as to the particular serviceabegory of services and is generally subjeet $pecific budget. Pursuant
requirements, the independent auditors and managearerequired to report to our board of directdrkeast quarterly regarding the extent of
services provided by the independent auditors dom@@ance with this prapproval, and the fees for the services perforroathte. Our Board

Directors may also pre-approve particular servaea case-by-case basis. All audit-related feedets and other fees incurred by us for the
year ended December 31, 2013, were approved bBaand of Directors
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Financial Statements
See Index to Financial Statements immediately ¥ahg the signature page of this Annual Report.
Financial Statement Schedules

All financial statement schedules are omitted bseahey are not applicable or the required infoimnmais shown in the financial statements or
notes thereto.

Exhibits

In reviewing the agreements included or incorpatdte reference as exhibits to this Annual Repdeage remember that they are included to
provide you with information regarding their terarsd are not intended to provide any other factudistlosure information about the
Company or the other parties to the agreementsagfeements may contain representations and wasadnt each of the parties to the
applicable agreement. These representations amdntigss have been made solely for the benefit@ptrties to the applicable agreement anc

« should not in all instances be treated as categjsiatements of fact, but rather as a way of atiog the risk to one of the parties if
those statements prove to be inaccui

« have been qualified by disclosures that were madleet other party in connection with the negotiatd the applicable agreement,
which disclosures are not necessarily reflectetiénagreemen

« may apply standards of materiality in a way thatifserent from what may be viewed as material ¢o pr other investors; and

« were made only as of the date of the applicableeagent or such other date or dates as may be ispcithe agreement and are
subject to more recent developmel

Accordingly, these representations and warrantiag mot describe the actual state of affairs ab®fiate they were made or at any other time
Additional information about the Company may berfdelsewhere in this Annual Report and the Compaather public filings, which are
available without charge through the SEC’s welssitiettp://www.sec.gov

The following exhibits are included as part of tAisnual Report:

Exhibit o

No. Description

2.1 Agreement and Plan of Merger and Reorganizatioaddas of September 21, 2011 by and among Registifiil
Acquisition Corp. and Visual Network Design, Ina.[delaware corporation) (1)

2.2 Certificate of Merger dated as of Septemlie2R11 for the merger of VNDI Acquisition CorptarVisual Network Design,
Inc. (a Delaware corporation) (1)

3.1 Certificate of Incorporation of MIB Digitdic. (2)

3.2 Certificate of Incorporation of Cahaba Phareudicals, Inc. (3)

3.3 Certificate of Merger of MIB Digital, Inc.,ith and into Cahaba Pharmaceuticals, Inc. (3)

3.4 Articles of Merger as filed with the Nevadec&tary of State on July 8, 2011 (4)

3.5 Agreement and Plan of Merger dated July &128y and between Cahaba Pharmaceuticals, IncViandl Network Design,
Inc. (4)

3.6 Articles of Merger as filed with the Secrgtaf State of the State of Nevada on Septembe?@B1 (5)

3.7 Agreement and Plan of Merger, dated Septe2®e2011, by and between Visual Network Design, &md Rackwise, Inc. (5)
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3.8

3.9

3.10
4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4.10
411
10.1
10.2
10.3
10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11
10.12
10.13
10.14

Certificate of Amendment to the Articles n€brporation of Rackwise, Inc., filed with the Setary of State of the State of
Nevada on July 29, 2013 (17)

Certificate of Amendment to the Articles n€brporation of Rackwise, Inc., filed with the Setary of State of the State of
Nevada on November 27, 2013 *

By-Laws of the Registrant (1)

Form of Investor Warrant issued the invesiothe November 2011 Private Placement Offering (1

Form of Merger Warrant (1)

Form of Investor Warrant issued the invesitothe January 2012 Private Placement Offering (6)

Form of Broker Warrant issued the investorthe January 2012 Private Placement Offering (6)

Form of 12% Senior Convertible PromissoryeN@)

Form of Warrant underlying 12% Senior ContaégtPromissory Note (8)

Form of 8% Convertible Promissory Note (9)

Form of Warrant issued in connection withidseiance of the 8% Convertible Promissory Noté3 (1

Form of Investor Warrant issued to the inmessin the Third Private Offering (17)

Form of 12% Secured Convertible PromissarieN18)

Form of Investor Warrant issued to the itmesin the Units Offering (19)

2011 Equity Incentive Plan (1)

Employment Agreement dated as of Septene2®L1 by and between the Registrant and Guy ahBald (6)
Form of Subscription Agreement between thgi®rant and the investors in the January 20haferiPlacement Offering (6)

Form of Registration Rights Agreement betwihe Registrant and the investors in the Janudty Private Placement
Offering (6)

Form of Securities Purchase Agreement byaamahg the Company and the investors set fortihesignature pages affixed
thereto with respect to the purchase of (i) 8% @otilble Promissory Note and (ii) Warrant issuedamnection with the
issuance of the 8% Convertible Promissory Note} (11

Amended and Restated Subscription Escrowekgent, dated as of June 22, 2012, by and amorRethistrant, Gottbetter
Capital Markets, LLC, and CSC Trust Company of Relee (12)

Placement Agency Agreement, dated as of 32n2012, by and between Gottbetter Capital MarkdtC and the Registrant
(13)

Subscription Escrow Agreement dated Septethli012, as amended, by and among the RegisGatthetter Capital
Markets, LLC, and CSC Trust Company of Delawarar@Rrivate Offering) (14)

Form of Subscription Agreement by and ambedRregistrant, Gottbetter Capital Markets, LLGJ &B5C Trust Company of
Delaware (Third Private Offering) (15)

Placement Agency Agreement, dated as deBdyer 1, 2012, as amended, by and between Gettl@pital Markets, LLC
and the Registrant (Third Private Offering) (16)

Form of Subscription Agreement by and antbegRegistrant and the investors in the Units @fg(20)
Form of Security Agreement by and amondégistrant and the investors in the Units Offeliad)
Guaranty, dated as of June 11, 2013, idsyi&tisual Network Design, Inc. in favor of the &stors in the Units Offering (22)

Form of Collateral Agent Agreement by anmbag the Collateral Agent, Registrant and the itarssn the Units Offering
(23)
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10.15 Placement Agency Agreement, dated as af Apr2013, as amended, by and among the Registartbetter Capital

Markets, LLC and Navesink RACK, LLC, as amendedone 5, 2013 (24)

10.16 Subscription Escrow Agreement dated Mag&;2213, by and among the Registrant, Gottbettpit@laviarkets, LLC,
Navesink RACK, LLC and CSC Trust Company of Delaavg5)

10.17 Amended and Restated Agreement datedMarch 10, 2014 by and among Black Diamond Finar@ralup, LLC, Navesink
RACK, LLC and the Registrant (26)

10.18 2013 Equity Incentive Plan *

14.1 Code of Ethics (6)

21.1 List of Subsidiaries (1)

31.1 Certification of Principal Executive Officeaursuant to Exchange Act Rules 13a-14(a) and #%d)las adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002*

31.2 Certification of interim Principal Financi@afficer pursuant to Exchange Act Rules 13a-14f{al) ¥5d-14(a), as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002*

32.1 Certifications of Chief Executive Officerrguant to 18 U.S.C. Section 1350, as adopted puotrsoissection 906 of the
Sarbanes-Oxley Act of 2002**

32.2 Certifications of interim Chief Financialf@er pursuant to 18 U.S.C. Section 1350, as adoptesuant to Section 906 of the
Sarbanes-Oxley Act of 2002**

101.INS XBRL Instance Document**

101.SCH XBRL Taxonomy Extension Schema Document**

101.CAL XBRL Taxonomy Extension Calculation Lirdde Document**

101.DEF XBRL Taxonomy Extension Definition LinidEmDocument**

101.LAB XBRL Taxonomy Extension Label Linkbaseddment**

101.PRE XBRL Taxonomy Extension Presentation hage Document**

* Filed/Furnished herewith.

** This certification is being furnished and shatit be deemed “filed” with the SEC for purpose$ettion 18 of the Exchange Act, or
otherwise subject to the liability of that sectiamd shall not be deemed to be incorporated byarée into any filing under the Securities Act
or the Exchange Act, except if and to the exteat @ompany specifically incorporates it by refeeenc

1)

(2)

(3)

(4)

()

(6)

Filed with the Securities and Exchange Comraissin September 27, 2011 as an exhibit, numbergwizsited above, to the Registrant’s
Current Report on Form-K dated September 21, 2011, which exhibit is inocaped herein by referenc

Filed with the Securities and Exchange Comraissin November 18, 2009 as an exhibit, numbereéaddisated above, to the Registrant’s
Registration Statement on Forr-1 (File Number 33-163172), which exhibit is incorporated herein bference

Filed with the Securities and Exchange Commissin August 30, 2010 as an exhibit, numbereddisated above, to the Registrant’s
Current Report on Form-K dated August 24, 2011, which exhibit is incorgethherein by referenc

Filed with the Securities and Exchange Comnaissin July 13, 2011 as an exhibit, numbered asated above, to the Registrant’s
Current Report on Form-K dated July 8, 2011, which exhibit is incorporabetein by referenci

Filed with the Securities and Exchange Comnaissin October 5, 2011 as an exhibit, numbereddisated above, to the Registrant’s
Current Report on Form-K dated September 29, 2011, which exhibit is inocaiped herein by referenc

Filed with the Securities and Exchange Comnaissin January 17, 2012 as an exhibit, numbereddisaited above, to the Registrant’s
Registration Statement on Forr-1 (File No 33--179020), which exhibit is incorporated herein bference
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(7) Filed as Exhibit 4.1 to the Registr’'s Current Report on Forn-K dated April 26, 2012, which exhibit is incorpagdtherein by referenc
(8) Filed as Exhibit 4.2 to the Registr’s Current Report on Forn-K dated April 26, 2012, which exhibit is incorpagdtherein by referenc
(9) Filed as Exhibit 4.1 to the Registr’s Current Report on Forn-K dated July 6, 2012, which exhibit is incorporategtein by referenc:
(10)Filed as Exhibit 4.2 to the Registr’'s Current Report on Forn-K dated July 6, 2012, which exhibit is incorporakegtein by referenc
(11)Filed as Exhibit 10.1 to the Registr's Current Report on Forn-K dated July 6, 2012, which exhibit is incorporaketein by referenci
(12)Filed as Exhibit 10.2 to the Registr's Current Report on Forn-K dated July 6, 2012, which exhibit is incorporaketein by referenci
(13)Filed as Exhibit 10.3 to the Registr's Current Report on Forn-K dated July 6, 2012, which exhibit is incorporaketein by referenci

(14)Filed as Exhibit 10.25 to the Registrant’'s AnnuapBrt on Form 10-K filed with the SEC on April 2813, which exhibit is incorporated
herein by referenct

(15)Filed as Exhibit 10.26 to the Registrant’'s AnnuapBrt on Form 10-K filed with the SEC on April 2813, which exhibit is incorporated
herein by referenct

(16)Filed as Exhibit 10.27 to the Registrant’'s AnnuapBrt on Form 10-K filed with the SEC on April )13, which exhibit is incorporated
herein by referenct

(17)Filed as Exhibit 3.1 to the Registrant’s Currenp®&s on Form 8-K filed with the SEC on August 1130which exhibit is incorporated
herein by referenct

(18)Filed as Exhibit 4.1 to the Registrant’'s Quartéyport on Form 10-Q filed with the SEC on August2®13, which exhibit is
incorporated herein by refereni

(19)Filed as Exhibit 4.2 to the Registrant’'s Quartéyport on Form 10-Q filed with the SEC on August2®13, which exhibit is
incorporated herein by referen:

(20)Filed as Exhibit 10.1 to the Registrant’s Quart&iport on Form 10-Q filed with the SEC on Augu$t 2013, which exhibit is
incorporated herein by referen:

(21)Filed as Exhibit 10.2 to the Registrant’'s Quarté&port on Form 10-Q filed with the SEC on Augugt 2013, which exhibit is
incorporated herein by referen:

(22)Filed as Exhibit 10.3 to the Registrant’s Quart&iport on Form 10-Q filed with the SEC on August 2013, which exhibit is
incorporated herein by referen:

(23)Filed as Exhibit 10.4 to the Registrant’s Quart&iport on Form 10-Q filed with the SEC on Augu$t 2013, which exhibit is
incorporated herein by refereni

(24)Filed as Exhibit 10.5 to the Registrant’'s Quarté&port on Form 10-Q filed with the SEC on Augugt 2013, which exhibit is
incorporated herein by referen:

(25)Filed as Exhibit 10.6 to the Registrant’s Quart&iport on Form 10-Q filed with the SEC on Augu$t 2013, which exhibit is
incorporated herein by referen:

(26)Filed as Exhibit 10.1 to the Registrant’s CurreepBrt on Form 8-K filed with the SEC on March 1812, which exhibit is incorporated
herein by referenct
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as amentiedegistrant has duly caused this
report to be signed on its behalf by the undersigtteereunto duly authorized.

RACKWISE, INC.

Dated: April 15, 201 By: /s/ Guy A. Archbold
Name: Guy A. Archbol
Title: Chief Executive Officer, President, Interibhief
Financial Officer (Principal Executive Officer and
Interim Financial and Accounting Officer) and Cimaém

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, this report has sigard below by the following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
/sl Guy A. Archbol Chief Executive Officer, President, April 1912
Guy A. Archbold Interim Chief Financial Officer (Principal Exeog

Officer and Interim Financial and Accounting
Officer) and Chairmal

/s/ Edward Feighal Director April 15, 2014
Edward Feighal

/sl Michael Feinber Director April 15, 2014
Michael Feinber¢

Director April 15, 2014

Sherman Hendersc

/sl John Kyee Director April 15, 2014
John Kyee:
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Rackwise, Inc. and Subsidiary
Consolidated Financial Statements

Report of Independent Registered Public AccourfEing

Consolidated Balance Sheets as of December 31,&013201:2

Consolidated Statements of Operations for the YEaded December 31, 2013 and 2!

Consolidated Statements of Changes in Stockh¢ Deficiency for the Years Ended December 31, 20182012
Consolidated Statements of Cash Flows for the YEaded December 31, 2013 and 2!

Notes to Consolidated Financial Stateme




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Audit Committee of the Board of Directorsié@hareholders of
Rackwise, Inc.

We have audited the accompanying consolidated balaheets of Rackwise, Inc. and Subsidiary, (thenf@any”)as of December 31, 20
and 2012 and the related consolidated statemeraparftions, changes in stockholdeatsficiency and cash flows for the years then er
These consolidated financial statements are thgonssbility of the Compang management. Our responsibility is to expressanian or
these consolidated financial statements based oaualits.

We conducted our audits in accordance with thedstas of the Public Company Accounting OversighafBoUnited States). Those stand
require that we plan and perform the audit to obtaasonable assurance about whether the finastiééments are free of mate
misstatement. The Company is not required to havewere we engaged to perform, an audit of itsrival control over financial reportir
Our audits included consideration of internal cohtiver financial reporting as a basis for desigradit procedures that are appropriate il
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compsaiyternal control over financial reportii
Accordingly, we express no such opinion. An aathb includes examining, on a test basis, evideapgorting the amounts and disclosure
the financial statements, assessing the accouptingiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentation. We belighat our audits provide a reasonable basisdoopinion.

In our opinion, the consolidated financial statetaarferred to above present fairly, in all mater@spects, the consolidated financial pos
of Rackwise, Inc. and Subsidiary as of Decembe2813 and 2012 and the consolidated results opiésations and its cash flows for the y
then ended in conformity with accounting principieserally accepted in the United States of America

The accompanying consolidated financial statembate been prepared assuming that the Company enlimue as a going concern.
discussed in Note 2 to the consolidated finand¢&ksents, at December 31, 2013, the Company haxch@ved a sufficient level of reven
to support its business and has suffered reculosges from operations. These conditions raisetantisl doubt about the Compasyability tc
continue as a going concern. Managengplans regarding those matters also are desdnliédte 2. The consolidated financial statemen
not include any adjustments that might result ftbmoutcome of this uncertainty.

/s/ Marcum LLP
Marcum LLP

New York, NY
April 15, 2014
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Rackwise, Inc. and Subsidiary
Consolidated Balance Sheets

Assets
Current Assets
Cash
Accounts receivable, net of allowance for factoi
fees of $19,670 and $117,391, respecti
Deferred financing costs, n
Prepaid expenses and other current assets

Total Current Asset

Property and equipment, r
Intangible assets, n
Deposits and other assets

Total Assets

Liabilities and Stockholders' Deficiency

Current Liabilities:
Accounts payabl
Accounts payabl- related partie
Due to factol
Accrued expense
Accrued issuable equi
Accrued interes
Accrued interes- related partie
Notes payabli
Notes payabl- related partie
Current portion of deferred re
Current portion of rent liabilit
Deferred revenues

Total Current Liabilities
Accrued interes- related parties, n-current portior
Notes payabl- related parties, net, n-current portior
Shareholder advances, I-current portior
Deferred rent, nc-current portior
Rent liability, non-current portion

Total Liabilities

Commitments and Contingenci
Stockholders' Deficiency
Preferred stock, $0.0001 par val
authorizec- 10,000,000 share
issued and outstandi- none
Common stock, $0.0001 par vali
authorizec- 1,000,000 share
issued and outstandir- 450,781
and 357,780 shares, respectiv
Additional paic-in capital
Accumulated deficit

Total Stockholders' Deficiency

Total Liabilities and Stockholders' Deficiency

December 31

2013 2012
$ 53,07¢ $ 16,79¢
46,84¢ 430,50
231,96 68,34«
17,27¢ 54,24
349,16 569,88
181,32 303,82
52,31 127,06
55,96¢ 55,84’
$ 638,76¢ $  1,056,62
$ 212278 $  2,211,56
170,00( 54,49’
2,227,30 939,95
2,722,10; 2,171,90!
- 57,75(
117,60 58,52
- 22,98¢
608,94 1,281,97:
- 226,97:
- 70,26
237,36t -
413,55 668,08
8,619,75. 7,764,47:
158,32: -
2,123,30 -
310,00 -
73,18 112,65
29,33¢ -
11,313,90 7,877,12
45 36
39,287,23 36,659,56
(49,962,41)  (43,480,10)
(10,675,13) (6,820,50)
$ 638,76¢ $  1,056,62




See Notes to these Consolidated Financial Statesment
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Rackwise, Inc. and Subsidiary
Consolidated Statements of Operations

Revenues

Direct cost of revenues

Gross Profit
Operating Expenses
Sales and marketir
Research and developme
General and administrative

Total Operating Expenses
Loss From Operations
Other (Expense) Income
Interest
Amortization of debt discour
Amortization of deferred financing cos
Induced note conversic

Loss on extinguishmel
Other income

Total Other Expense

Net Loss
Net Loss Per Common Share - Basic and Diluted

Weighted Average Number of Common Sha

Outstanding - Basic and Diluted

See Notes to these Consolidated Financial Statesment
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For The Years Ended
December 31,

2013 2012
1,958,68. $  3,253,43
594,31 575,95t
1,364,36. 2,677,48
1,296,24. 4,639,28:
1,433,13. 2,223,90.
2,754,72 4,100,45!
5,484,10! 10,963,63
(4,119,74) (8,286,15)
(1,204,75)) (465,81})
(388,36)) (604,60!)
(238,01.) (49,667
- (76,736
(531,43() (113,92
- 3,21¢
(2,362,56) (1,307,52)
(6,482,30) $  (9,593,68)
(15.67) $ (29.42)
413,59: 325,88!




Rackwise, Inc. and Subsidiary

Consolidated Statements of Changes in Stockholdel®eficiency
For The Years Ended December 31, 2013 and 2012

Balance- December 31, 201

Issuance of common stock a
warrants- private placement, ni

Issuance of accrued equ

Issuance of restricted shau
as compensatic

Warrants and beneficial conversion featt

issued as debt discount in connect
with notes payabl

Stoclk-based compensatic
Exercise of warrant

Cancellation of shares pursuan
settlement agreeme

Incremental value of warrant modificati

Conversion of notes and accrued inte
into common stock and warrar

Inducement expenses for conversiol
notes payabl

Net loss
Balance- December 31, 201

Issuance of common stock a
warrants- private placement, ni

Issuance of accrued equ
Stoclk-based compensatic

Conversion of notes and accrued inte
into common stock and warrar

Issuance of common stock in satisfact
of accounts payabl

Beneficial conversion feature relatec
convertible notes payah

Warrants issued as debt discount in conne

with convertible notes payak

Impact of share rounding as a resul
reverse stock spl

Net loss

Additional Total

Common Stock Paid-In Accumulated Stockholders
Shares Amount Capital Deficit Deficiency
316,19t $ 32 $30,234,52 $(33,886,42) $ (3,651,86)
37,68 4 2,325,16! - 2,325,16:
485 - 1,560,03! - 1,560,03!
334 - 34,50( - 34,50(

- - 604,60! - 604,60!

- - 1,570,54 - 1,570,54

10€ - 19,86¢ - 19,86«
(839) - (57,000 - (57,000

- - 113,92! - 113,92!
3,81« - 176,67¢ - 176,67¢
- - 76,73¢ - 76,73¢
- - - (9,593,68) (9,593,68)
357,78( $ 3€ $36,659,56 $(43,480,10) $ (6,820,50)
3,33¢ - 129,99¢ - 129,99¢
1,417 - 10,58: - 10,58:

- - 328,94¢ - 328,94¢
29,91: 3 1,311,16! - 1,311,17;
57,77¢ 6 129,99: - 130,00
- - 684,00( - 684,00(

- - 32,97: - 32,97:

55¢ - - - -
- - - (6,482,30) (6,482,30)




Balance - December 31, 2013 450,78: $ 45 $39,287,23 $(49,962,41) $ (10,675,13)

See Notes to these Consolidated Financial Statesment
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Rackwise, Inc. and Subsidiary
Consolidated Statements of Cash Flows

For The Years Ended
December 31,
2013 2012

Cash Flows From Operating Activities
Net loss $ (6,482,30) $ (9,593,68)
Adjustments to reconcile net loss to net ¢
used in operating activitie

Depreciation and amortizatic 208,00: 243,48t
Gain on sale of property and equipm - (3,069
Bad debt expens 1,15¢ 1,44:
Stocl-based compensation | 281,78: 1,662,79
Cancellation of shares pursuant to settlement augat - (57,000
Loss on extinguishmel 531,43¢ 113,92!
Induced note conversion expet - 76,73¢
Amortization of debt discoutr 388,36 604,60!
Amortization of deferred financing cos 238,01: 49,66:
Deferred ren (109,729 158,50!
Changes in operating assets and liabilit
Accounts receivable, n 382,49¢ (170,39)
Prepaid expenses and other current a: 36,96¢ 19,31¢
Deposits and other assi (122 (33,719
Accounts payabl 41,21 1,138,85:
Accounts payabl- related partie 115,50: 51,40"
Accrued expense 550,19 731,61:
Accrued interes 98,98t¢ 66,39¢
Accrued interes- related partie 135,33! 17,31:
Rent liability 266,70: -
Deferred revenues (254,53() 142,75:
Total Adjustments 2,911,777 4,814,63
Net Cash Used in Operating Activities (3,570,53) (4,779,040
Cash Flows From Investing Activities
Acquisition of property and equipme (3,905 (291,349
Proceeds from sale of property and equipn - 8,901
Acquisition of intangible assets (6,839) (96,34)
Net Cash Used in Investing Activities (10,744 (378,78
Cash Flows From Financing Activities
Proceeds from issuance of common stock and warnagtt$2] 129,99¢ 2,325,16
Proceeds from convertible notes paye- related partie 1,661,38! 175,00(
Proceeds from convertible notes paye - 405,00(
Proceeds from short term advan 310,00( -
Proceeds from Bridge Uni - 1,050,001
Proceeds of warrant exerci - 19,86¢
Deferred financing cos (455,179 (122,23)
Proceeds from factor, n 1,971,35: 712,20¢
Payment of capital lease obligations - (3,815
Net Cash Provided by Financing Activities 3,617,55! 4,561,19
Net Increase (Decrease) In Cash 36,27¢ (596,64:)
Cash- Beginning 16,79¢ 613,44.

Cash- Ending $ 53,07¢ $ 16,79¢




[1] Includes accrued issuable equity of $(57,750) & &50 for the years ended December 31, 2013 ah#|, 28spectivel

[2] Gross proceeds of $150,000 and $2,675,100, lasarise costs of $20,001 and $349,936 for the yemlsdeDecember 31, 2013 and 2(
respectively

See Notes to these Consolidated Financial Statesment
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Rackwise, Inc. and Subsidiary
Consolidated Statements of Cash Flows - Continued

Supplemental Disclosures of Cash Flow Information:
Non-cash operating and financing activiti
Issuance of accrued equity

Equity issuable
Cancellation of shares
Conversion of notes payable and accrued intereseiuity

Convertible notes and warrants issued in satisfacif
amounts due to factor

Shares issued in satisfaction of accounts payable

Warrants and beneficial conversion features issu
connection with convertible notes

See Notes to these Consolidated Financial Statesment
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For The Years Ended
December 31,

2013 2012
$ 10,58: $  1,560,03
$ - 3 (57,750
$ - $ (57,000
$ 779,73t $ 176,67
$ 684,000 $ -
$ 130,000 $ -
$ 716,97: $ 604,60!




Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 1- Organization and Operations

Organization and Operations

Rackwise, Inc. and Subsidiary (collectively “Rack®/i or the “Company”)s headquartered in Folsom, California with a safevdevelopme
and data center in Research Triangle, North Caoliine Company creates Microsoft applications &dwork infrastructure administrators t
provide for the modeling, planning, and documeatatif data centers. The Company sells its apptinatin four primary products: Rackw
Standard Edition, Rackwise Enterprise Edition, Réask Datacenter Manager and Rackwise Web Edition.

Rackwise, Inc., a Nevada corporation, was formedhogust 20, 2010. Its wholly owned operating sulasid Visual Network Design, In
(“VNDI"), is a Delaware corporation.

Reverse Split

Effective August 2, 2013, pursuant to authorityngeal by the Board of Directors of the Company, @@npany implemented a 1-f80C
reverse split of the Company’s issued and outstandommon stock (the “Reverse Splifiid a reduction in the number of shares of con
stock authorized to be issued by the Company frot@®0,000 to 1,000,000. All share and per shdoeriration in this Form 1@ has bee
retroactively adjusted to reflect the Reverse Split

Note 2 — Liquidity, Going Concern and Management'$lans

During the years ended December 31, 2013 and 208 Zompany recorded net losses of approximate§B8R6000 and $9,594,000,
respectively. Through cost reduction measuresCtirapany decreased its net loss during the yeardeddeember 31, 2013, despite revenues
decreasing to approximately $1,959,000 from appnaxely $3,253,000 in the same period in 2012. [yitire years ended December 31, 201
and 2012, the Company used cash in operating #esivif approximately $3,571,000 and $4,779,008peetively. As of December 31, 2013,
the Company had limited cash of approximately $33,@ working capital deficiency of approximateB;&71,000, an accumulated deficit of
approximately $49,962,000 and owed the InternaleReae Service (“IRS”) approximately $1,557,000 fayll tax liabilities, penalties and
interest which has yet to be remitted to the taxnthorities. The IRS has placed federal tax litbas aggregate to approximately $1,567,000
against the Company in connection with all of tremPany’s unpaid payroll taxes. The IRS had begllean proceedings against the
Company and had moved forward in placing a levyregdts bank accounts. On April 11, 2014, the BRf$eed to suspend further collection
efforts until July 15, 2014, in order to allow us¢ to file an installment payment agreement feirthpproval. Due to the current tax liens, the
Company is in default of its factoring arrangemég .such, the factor could demand full repaymerihefoutstanding balance at any time. As
of the date of filing, the Company is not compliaith the payment schedule of certain legal settlet®idue to a shortage of funds. As a resul
the plaintiffs could take actions that would resaladditional compensatory damages against thepaagn

The Companys current strategy is to leverage partnershipsltats software through a robust reseller netwiarkuch a way that the Compe
rapidly grows its market share and revenues wiuitgrolling costs, eventually resulting in profitsdacash from operations. To that end, the
Company has significantly reduced its internal sakeadcount to reduce working capital needs. Hoxyévis will require the Company to raise
additional capital and continue substantial capite¢stment to fund the Company’s near term opegadieficits and incremental legal and
accounting costs associated with being a publicpaoty. Additionally, the Company will require addital capital for continued development
of its proprietary products until such time thatain generate positive cash flows. During the yeaded December 31, 2013 and 2012, the
Company raised approximately $3,618,000 and $40861lin cash from financing activities, respectivélpm factoring its receivables and
from private offerings of common stock, warrantd @ebt funding. The Company has relied upon iteféng relationship to fund its short
term working capital requirements.

The Company believes it will be successful in thefferts; however, there can be no assurance tmep@ny will meet its internal revent
forecasts or, if necessary, be successful in miadditional debt or equity financing to fund ifgepations on terms agreeable to the Com
These matters raise substantial doubt about thep@oys ability to continue as a going concern. The cbdated financial statements do
include any adjustments that might be necessatijeif Company were unable to continue as a goingezandhe Company presently |
enough cash on hand to sustain its operationspjoroaimately fortyfive days. The Company anticipates the receiptuofling within suc
forty-five day period, but there can be no assuranceitthall occur. If the Company is unable to obtadditional financing on a timely ba
and, notwithstanding any request the Company magentae Companyg debt holders do not agree to convert their niotesequity or exten
the maturity dates of their notes, the Company heye to delay note and vendor payments and/oaieitiost reductions, which would hay
material adverse effect on the Companylisiness, financial condition and results of apens, and ultimately the Company could be form
discontinue its operations, liquidate, and/or seekganization under the U.S. bankruptcy code.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 3 — Significant Accounting Policies

Principles of Consolidation

The balance sheets, results of operations andficash of the Company and its wholtywned subsidiary have been included in its conatei
financial statements. All intercompany accounts #adsactions have been eliminated.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principlethi& United States (“U.S. GAAPTequire:
management to make estimates and assumptionsftbett the reported amounts of assets and lialslittisclosures of contingent assets
liabilities, and reported amounts of revenues armkrses in the consolidated financial statemendstia® accompanying notes. Actual res
could differ from those estimates. The significagtimates and assumptions of the Company are besdd compensation, the useful live
fixed assets and intangibles, depreciation and &ration, the allowances for factoring fees andme taxes, and the fair value of conver
financial instruments.

Cash and Cash Equivalents

The Company considers all highly liquid investmenith a maturity of 90 days or less at the dataagfuisition to be cash equivalent. There
no cash equivalents as of December 31, 2013 anzl 201

Accounts Receivable and Allowance for Doubtful Agots

The Company recognizes an allowance for doubtfobats to ensure that accounts receivable arevesstated due to uncollectibility. At t
time accounts receivable are originated, the Compansiders a reserve for doubtful accounts basetti® creditworthiness of customers.
provision for uncollectible amounts is continuakkwiewed and adjusted to maintain the allowaneelavel considered adequate to cover fu
losses. The allowance is managenmgbest estimate of uncollectible amounts and isrdehed based on historical performance that ikée
by the Company on an ongoing basis. During thesyeaded December 31, 2013 and 2012, the Compdmgses from bad debts were
material. The losses ultimately incurred couldetifinaterially in the near term from the amountsvested in determining the allowance.

In addition, the Company factors its receivablethviull recourse and, as a result, accounts forfdugoring akin to a secured borrowi
maintaining the gross receivable asset and duactorfliability on its books and records. In cortieat with the factoring of its receivables,

timing of the collection. The actual recognitionseich fees may differ from the estimates dependpan the timing of collections. Due to
current tax liens, the Company is in default ok tfactoring arrangement. As such, the factor cdelchand full repayment of the outstanc
balance. As of December 31, 2013 and 2012, the @oynpccrued factor fees of approximately $589,000 $49,000, respectively, relatec
other secured advances which were included withintd factor on the consolidated balance sheelisded elsewhere herein. During the yi
ended December 31, 2013 and 2012, the Companydextdactor fees of approximately $968,000 and ¥RHY, respectively, which &
included within interest expense in the consolidaimtements of operations.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, udéthg cash, accounts receivables, accounts payaideyed expenses and deferred rew
approximated fair value as of the balance sheet pietsented, because of the relatively short ntatdates on these instruments. The can
amounts of the financing arrangements issued appet® fair value as of the balance sheet date predebecause interest rates on t
instruments approximate market interest rates afiesideration of stated interest rates, anti-ituprotection and associated warrants.

Property and Equipment

Property and equipment are recorded at cost lessradated depreciation. Depreciation is computddguthe straightine method over tf
estimated useful lives of the applicable assetsafiltder, computer software and office equipmentdaggreciated over estimated useful live
3 years and furniture and fixtures are depreciatezt estimated useful lives of 5 years. Expend#dog maintenance and repairs that dc
improve or extend the expected lives of the asamisexpensed to operations, while expendituresri@or upgrades to existing items
capitalized. Upon retirement or other dispositidith@se assets, the costs and related accumulaepgdaiation and amortization of these a:
are removed from the accounts and the resultingsgai losses are reflected in the consolidatedrsiits of operations.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 3 — Significant Accounting Policies — Continue

Accounting for Impairment of Lonrflived Assets

The Company evaluates the recoverability of itgglimed assets in accordance with Financial AccmgnStandards Board (“FASB'issuet
Accounting Standards Codification (“ASC”) Topic 36thich requires recognition of impairment of loliged assets in the event an indica
of impairment exists and the net book value of sag$ets exceeds the expected future undiscountedsteflows attributable to such assel
such assets are considered to be impaired, theirmmgra to be recognized is measured by the amoymwHich the carrying amount of t
assets exceeds the fair value of the assets. Assetsdisposed of are reported at the lower of #eerying amount or fair value less the co:
sell. As of December 31, 2013, management doebeii@tve there has been any impairment of long-lasskts.

Concentration of Credit Risk and Customers

Financial instruments that potentially expose tlien@any to concentration of credit risk consist @niily of cash and accounts receivable.
Company's cash is deposited with major financiatitutions. At times, such deposits may be in exoglsthe Federal Deposit Insura
Corporation insurable amount. The Company genedals not require collateral from its customers gewkrally requires payment in 30 di
The Company evaluates the collectability of its carts receivable and provides an allowance for ntiatle credit losses as necess
Historically, such losses have been within manag#isiexpectations.

Revenues derived from customers in the United Kangdienominated in U.S. dollars were approximatég,800 and $68,000 during

years ended December 31, 2013 and 2012, respgctiRelvenues derived from customers in Austria denared in U.S. dollars we
approximately $12,000 and $0 during the years efEmber 31, 2013 and 2012, respectively. Revetherdged from customers in Austre
denominated in U.S. dollars were approximately $88,and $53,000 during the years ended DecembeR@13 and 2012, respective
Revenues derived from customers in Canada dencedinatU.S. dollars were approximately $29,000 a6d, @00 during the years ent
December 31, 2013 and 2012, respectively. Revedessed from customers in Germany denominated i8. dollars were approximat:
$19,000 and $90,000 during the years ended Decei@ber2013 and 2012 respectively. Revenues deriverh fcustomers in Irelai
denominated in U.S. dollars were approximately 820,and $0 during the years ended December 31, 20d2012 respectively. Reven
derived from customers in Russia denominated in daBars were approximately $25,000 and $0 duthegyears ended December 31, 2
and 2012 respectively. Revenues derived from custein Jamaica denominated in U.S. dollars werecxppately $28,000 and $0 during

years ended December 31, 2013 and 2012 respectAdélgemaining revenues were derived from custariarthe United States of Ameri
All of the Company’s long-lived assets are locatethe United States of America.

The same customer provided 10% and 21% of revethw@sy the years ended December 31, 2013 and 2842¢ectively.

As of December 31, 2013, receivables from thred¢oonsrs comprised 53%, 13% and 10% of total recédgalbespectively. As of Deceml|
31, 2012, receivables from four customers compris®d, 17%, 14% and 14% of total receivables, raspyg.

Deferred Financing Costs

The Company has recorded deferred financing castsrasult of fees incurred by the Company in aaetjon with its debt financing activitie
These costs are amortized using the strdightmethod over the shorter of (a) the term ofredated debt or (b) the expected conversion df
the debt into equity instruments, which approxiredtes effective interest method.

Capitalized Software Development Costs

The Company capitalizes software development doséecordance with FASB issued ASC Topic 985 “Safisi. Capitalization of softwal
development costs begins upon the determinatigieafnological feasibility. The determination of heological feasibility and the ongoi
assessment of the recoverability of these costsnesjconsiderable judgment by management withextdp certain external factors, includ
anticipated future gross product revenues, estinatmnomic life and changes in hardware and soévechnology. Historically, softwe
development costs incurred subsequent to the edtat#nt of technological feasibility have not beeaterial.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 3 — Significant Accounting Policies — Continue

Revenue Recognition

In accordance with ASC topic 985-605, “Software &ave Recognition,perpetual license revenue is recognized when (guasive evideni
of an arrangement exists; (ii) delivery has ocaliroe services have been rendered; (iii) the sate= ps fixed or determinable; and (
collectability is reasonably assured. Delivery amsidered to have occurred when title and riskos§ Ihave been transferred to the custc
which generally occurs after a license key has lokedimered electronically to the customer. The Canys perpetual license agreements dc
(a) provide for a right of return, (b) contain agt@ce clauses, (c) contain refund provisionsdpcéntain cancellation provisions.

In the case of the Company’s (a) subscriptiased licenses, and (b) maintenance arrangememts, sold separately, revenues are recog
ratably over the service period. The Company defevenue for software license and maintenance agmets when cash has been rece
from the customer and the agreement does not gualif recognition under ASC Topic 98®5. Such amounts are reflected as def
revenues in the accompanying financial statemds.Companys subscription license agreements do not (a) peofad a right of return, (I
contain acceptance clauses, (c) contain refundgioms, or (d) contain cancellation provisions.

The Company provides professional services to utstarners. Such services, which include trainingtaittation, and implementation, .
recognized when the services are performed. Thep@oynalso provides volume discounts to varioustomers. In accordance with ASC T
985-605, the discount is allocated proportionallytte delivered elements of the multiple-elemerdragement and recognized accordingly.

For software arrangements with multiple elementsiclv in its case are comprised of (1) licensingsfd@) professional services, and
maintenance/support, revenue is recognized depengem whether vendor specific objective evidend¢SQOE") of fair value exists fc
separating each of the elements. Licensing rigtegyanerally delivered at time of invoice, professil services are delivered within one tc
months and maintenance is for a twelve month contfeccordingly, licensing revenues are recogniapdn issuance of invoice, professic
services are recognized when all services have teelerered and maintenance revenue is amortizedatgelve month period. The Compi
determined that VSOE exists for both the delivesed undelivered elements of its multigkement arrangements. The Company limit
assessment of fair value to either (a) the pricrgdd when the same element is sold separatelly)dhé price established by manager
having the relevant authority. There may be casewgever, in which there is objective and reliabkdence of fair value of the undelivel
item(s) but no such evidence for the delivered {8mn those cases, the selling price methodesl s allocate the arrangement considere
if all other revenue recognition criteria are ménder the selling price method, the amount of atersition allocated to the delivered item(:
calculated based on estimated selling prices.

The Company manages the business as a single sedmeit has revenues from multiple sources. Mgmaent does not segregate the d
cost of revenue by the revenue source.

For The Years Ended
December 31

2013 2012
Licensing $ 323,57 $1,709,86
Subscriptior 121,16t 250,06:
Maintenance 1,212,97. 1,112,13
Professional services 300,96 181,37(
Total revenues $1,958,68. $3,253,43

Intangible Assets

All of the Company’s intangible assets consist bames acquired from a graphics designer for the p2ois database library that
schematics of specific computer equipment. Theapes) having a finite life are valued at cost amedudilized in the Compang’software wit
multiple customers in order to enable them to \ligaaand differentiate the specific computer equepimin their overall network. For examj
the Company’s software’'graphical user interface displays a unique sli@peach make and model of computer server. Inldegissets a
recorded at cost less accumulated amortization. rAzation is computed using the straidime method over the estimated useful lives o
years.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 3 — Significant Accounting Policies — Continue

Research and Development Costs

Research and development costs are charged totiopsras incurred and consist primarily of salgrieensulting services and other dii
expenses.

Advertising Costs

The Company expenses advertising costs to opesa#iernincurred. For the years ended December 3B &20d 2012, such costs were
material.

Debt Discount and Amortization of Debt Discount

Debt discount represents the fair value of embeddedersion options of various convertible debtrineents and attached convertible ec
instruments issued in connection with debt instmimieThe debt discount is amortized over the eadfe(i) the term of the debt or (
conversion of the debt, using the straifihe- method which approximates the interest metfid@ amortization of debt discount is included
component of other expenses in the accompanyingotidated statements of operations.

Income Taxes

Income taxes are accounted for under the assefianitity method. Deferred tax assets and liakabtiare recognized for the future
consequences attributable to differences betweefiiiancial statement carrying amounts of existisgets and liabilities and their respec
tax bases, and operating loss and tax credit darwards. Deferred tax assets and liabilities asasured using enacted tax rates expect
apply to taxable income in the years in which thtesaporary differences are expected to be recoverestttled. The effect on deferred
assets and liabilities of a change in tax ratesdegnized in operations in the period enactedalation allowance is provided when it is rr
likely than not that a portion or all of a deferredk asset will not be realized. The ultimate mslon of deferred tax assets is dependent
the generation of future taxable income and thensal of deferred tax liabilities during the perimdwhich related temporary differen:
become deductible.

The Company evaluated the provisions of ASC 748tedl to the accounting for uncertainty in incomesgarecognized in an enterprise’
financial statements. ASC 740 prescribes a compsthe model for how a company should recognizesgme and disclose uncertain
positions that the Company has taken or expectak®e in its tax return. The benefit of tax posifaiaken or expected to be taken in
Companys income tax returns are recognized in the findratetements if such positions are more likely timat of being sustained ug
examination by taxing authorities. Differences letw tax positions taken or expected to be takentéix return and the benefit recognized
measured pursuant to the interpretation are refdoeas “unrecognized benefitsA liability is recognized (or amount of net opengfilos:
carryover or amount of tax refundable is reducedyah unrecognized tax benefit because it represanenterprise’ potential future obligatic
to the taxing authority for a tax position that wast recognized as a result of applying the provisiof ASC 740. Interest costs and rel
penalties related to unrecognized tax benefitsegaired to be calculated, if applicable. The Conypapolicy is to classify assessment, if ¢
for tax related interest as interest expense andlfies as general and administrative expensesnidoest and penalties were recorded dt
the years ended December 31, 2013 and 2012, rasggeciAs of December 31, 2013 and 2012, no ligipifor unrecognized tax benefits v
required to be reported. The Company files taxrnstun U.S. federal, state and local jurisdictioimgluding California, and has tax retu
subject to examination by tax authorities beginnimthe year ended December 31, 2010. The Compa&y dot expect any significant char
in its unrecognized tax benefits in the next year.

StockBased Compensation

The Company has an equity plan which allows forgtenting of stock options to its employees, dvextand consultants for a fixed numbe
shares with an exercise price equal to the faiuevalf the shares at date of grant. The Company unesishe cost of services receive
exchange for an award of equity instruments basethe fair value of the award. For employees amdcthrs, the fair value of the awart
measured on the grant date and for non-employeedair value of the award is generallymeasured on financial reporting dates and ve
dates until the service period is complete. The ¥alue amount is then recognized over the peragices are required to be providet
exchange for the award, usually the vesting peSiace the shares underlying the Compargguity are not currently registered, the faiue
of the Companyg restricted equity instruments was estimated baseistorical observations of cash prices paidtfier Company's restrict
common stock.

Stock-based compensation for directors is refleategeneral and administrative expenses in thealmlzed statements of operations. Stocl
based compensation for employees and consultanisl & reflected in (a) sales and marketing expend® research and developn
expenses; or (c) general and administrative exgeingde consolidated statements of operations.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 3 — Significant Accounting Policies — Continue
Reclassifications

Certain prior period amounts have been reclassiiedomparative purposes to conform to the fiH3 presentation. These reclassifical
have no impact on the previously reported net loss.

Net Loss Per Common She

Basic net loss per share is computed by dividirgriét loss applicable to common shares by the wesglverage number of common sh
outstanding during the period. Weighted averageeshautstanding for the year ended December 313 28tludes the weighted aver
impact of the 10,000 shares of common stock beéid im escrow only through the September 21, 2@l&ase date (the “Escrowed Shajes”
Weighted average shares outstanding for the yedeceidecember 31, 2012 (1) includes the weightedageeimpact of 3,174 shares
common stock issuable as of December 31, 20123nek¢ludes the weighted average impact of thedwsma SharesIn accordance with ti
accounting literature, (1) the Company has givdactefto the issuance of the issuable stock in cdimguasic net loss per share becaus
underlying shares are issuable for little or nchoeensideration; and (2) the Company has excludedmpact of the Escrowed Shares thrc
the release date because they were contingentisnedile.

Diluted net loss per common share adjusts basitosstper common share for the effects of potdntdilutive financial instruments, only
the periods in which such effects exist and aretigié¢. At December 31, 2013, outstanding stockar@iand warrants to purchase 62,311
1,130,584 shares of common stock, respectively 2a64i4,373 shares of common stock issuble uponarsion of outstanding notes (includ
warrants to purchase 36,710 shares of common steeig excluded from the calculation of diluted leests per common share because
impact would have been arilutive. At December 31, 2012, outstanding stopkans and warrants to purchase 82,272 and 20kBags ¢
common stock, respectively, and 47,126 shares miwan stock issuble upon conversion of outstandistgs(including warrants to purch
8,594 shares of common stock) were excluded franc#iculation of diluted net loss per common sheeause their impact would have k
anti-dilutive.

Recent Accounting Pronouncements

In April 2013, the Financial Accounting Standardsad (“FASB”) issued Accounting Standards Updat#St”) No. 2013-07, Presentatic
of Financial Statements (Topic 205) iquidation Basis of Accounting." This ASU addresgsbhe requirements and methods of applying
liquidation basis of accounting and the disclosequirements within Accounting Standards Codifimat{"ASC") Topic 205 for the purpose
providing consistency between the financial reportof U.S. GAAP liquidating entities. Generally,ishASU provides guidance for 1
preparation of financial statements and disclosuriesn liquidation is imminent. This ASU is effectifor periods beginning after Decem
15, 2013 and is only expected to have an impacthenCompanys consolidated financial statements or disclosifrdigiuidation of the
Company became imminent.

In July 2013, the FASB issued ASU No. 2013-1thcbme Taxes (Topic 740): Presentation of an Urgeized Tax Benefit When a M
Operating Loss Carryforward, a Similar Tax Lossaofax Credit Carryforward Exists." This ASU addes the requirements regarding
financial statement presentation of an unrecogntagdbenefit within ASC Topic 740 for the purpodepooviding consistency between
financial reporting of U.S. GAAP entities. Geneyalthis ASU provides guidance for the preparatidrimancial statements and disclost
when a net operating loss carryforward, a sim#arloss, or a tax credit carryforward exists. TABU is effective for periods beginning a
December 15, 2013 and is not expected to have erimampact on the Company’s consolidated finalnstatements or disclosures.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements
Note 4— Property and Equipment
Property and equipment consists of the followinatember 31, 2013 and 2012:

For The Years Ended
December 31,

2013 2012
Computer and office equipme $ 494,000 $ 490,10:
Furniture and fixture 114,87: 114,87:
Computer software 60,43¢ 60,43¢

669,31 665,41
Less: Accumulated depreciation 487,99¢ 361,58t
Property and equipment, net $ 181,32( $ 303,82

The Company recorded depreciation expense of $106ahd $111,758 during the years ended Decembe2(@B and 2012, respective
During the year ended December 31, 2012, the Compaldl property and equipment with $13,692 of eradicost and $7,855 accumule
depreciation for cash proceeds of $8,901 and rézedra gain of $3,064.

Note 5- Intangible Assets

Intangible assets consisted of the following atédeber 31, 2013 and 2012:

For The Years Ended
December 31

2013 2012
Computer equipment schemat $1,844,93:. $1,838,09!
Less: Accumulated depreciation 1,792,62: 1,711,03;
Intangible assets, net $ 52,311 $ 127,06

All of the Company’s intangible assets consist bames acquired from a graphics designer for the p2ois database library that
schematics of specific computer equipment. Theapes) having a finite life are valued at cost amedudilized in the Compang’software wit
multiple customers in order to enable them to igaaand differentiate the specific computer equgpinn their overall network. For examy
the Company’s software’s graphical user interfasgldys a unique shape for each make and modelmpater server.

The amortization expense for the years ended DeeeB1h 2013 and 2012 was $81,591 and $131,730ecteply. As of December 31, 20.
the average remaining amortization period was 1#éth® Future amortization expense of intangible@ss expected to be approxima
$41,000 for 2014 and $11,000 for 2015. No amottimagxpense is expected to be recognized after Blafed to intangible assets existin
of December 31, 2013.
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Note 6— Accrued Expenses
Accrued expenses consist of the following:

December 31

2013 2012
Accrued commission $ 522,33¢ $ 508,65:
Accrued payrol 247,33: 270,55:
Accrued payroll taxes [1 1,557,131 1,099,88
Accrued vacatiol 159,88 219,20¢
Accrued other 235,40¢ 73,60
Total accrued expenses $2,722,10: $2,171,90!

[1] Includes accrual for interest and penalt

Accrued expenses include liabilities for unpaidnpfiytaxes along with an estimate of related indesnd penalties. As of the date of filing,
IRS has placed Federal tax liens aggregating appeigly $1,567,000 against the Company in conneatiith these unpaid payroll taxes. .

Note 2— Liquidity, Going Concern and Management’s Plakecrued expenses includes liabilities for legatleptents discussed in Note 41

Commitments and Contingencies.

Note 7— Notes Payable

Summary

The following table summarizes the Company’s inddhess at December 31, 2013 and 2012:

Debt Accrued Interest
December 31 December 31
2013 2012 2013 2012

Notes payable

5% Note $ 50,00C $ = 12,65. $ >

12% Notes- Amendec 508,94! 331,97: 98,59¢ 24,68¢

8% Notes 50,00( 950,00( 6,44¢ 33,83:
Total - Notes payable $ 608,94! $ 1,281,97. 117,69: $ 58,52(
Notes payabl+- related parties, ne

5% Note $ - 8 50,00( - 8 10,15:

12% Notes- Amendec - 176,97: - 12,83;

12% Offering Note! 2,451,91 - 158,32: -

12% Offering Notes - Debt Discount (328,617 - - -
Total - Notes payable - related parties, net $ 2,123,300 $ 226,97. 158,32 $ 22,98¢
Shareholder advances $ 310,00( $ - - 9 =
Total $ 304225 $ 1,508,94! 276,01 $ 81,50¢

During the years ended December 31, 2013 and 20&2Company recorded interest expense related tes mayable of approximat:

$237,000 and $97,000, respectively.
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Note 7 — Notes Payable — Continued

5% Note

In December 2008, the Company issued a $50,000 @& payable (the “5% Note'tp a related party that was a greater than 10%fioéal
owner. The 5% Note was past due at December 3B 20d 2012. The holder was no longer a greater 16&h beneficial owner at Decem

31, 2013.

12% Notes- Original Issuance

In April and May 2012, the Company completed arasetl an offering of ninety day 12% convertible pigsary notes (the “12% Notesih
which it sold an aggregate principal amount of $680 in notes to five investors. Each of the 12%eNavas scheduled to mature ninety |
after issuance and was convertible, at the optidheoholder, into Company units, at a price of GDP to $135.00 per unit, each unit consis
of one share of the Company’s common stock anda@reant representing the right to purchase oneestiathe Compang’ common stock fi
a period of five years from issuance at an exenuige of $240.00 to $300.00 per share. The wasramtre exercisable on a cashless basi
contain weighted average anti-dilution price prtitec

The Company determined that the warrants issuabdemjunction with the conversion of the notes wegeity instruments and calculated
aggregate value of the warrants to be $638,013,titiging the BlackScholes option pricing model (inputs were stoclcerf $204.00 1
$282.00; exercise prices of $240.00 to $300.00eetqul term of 5.3 years; volatility of 75%; dividerate of 0% and discount rate of 0.75%
0.88%). The Company then compared the value ofviireants to the face value of the 12% Notes aneraitbed that the aggregate relative
values of the 12% Notes and the issuable warrarg $281,799 and $298,201, respectively.

The Company determined that the embedded conveogitions were equity instruments and should nobibecated and accounted for &
derivative. The Company then determined that tltgrexgate beneficial conversion featurealue exceeded the relative fair value attribute
the 12% Notes and therefore the value attributedhéo beneficial conversion was limited to $281,789 the aggregate debt discc
(attributable to both the beneficial conversiontdiea and the warrants) was equal to the $580,060 fwoceeds of the 12% Notes. *
individual debt discounts were amortized over tmeety-day life of the 12% Notes, such that the Compawpnaed debt discount amortizat
of $580,000 related to the 12% Notes for the yeded December 31, 2012.

12% Notes- Amended Terms

During July and August 2012, the Company and tlhestors agreed to extend the maturity of the 12%®&an additional ninety days, wt
amending the terms of the 12% Notes (the “Amend®d Notes”)and the warrants that are issuable upon converbicaddition, two of th
existing investors each purchased half of a 12%eNidte “Purchased 12% NoteQr the original face value plus $3,945 of accruserest
such that the original $100,000 12% Note was caudcahd each of the investors received a new $51A87&énded 12% Note. The embed
conversion option was ngriced at the lesser of $60.00 per unit or the 8gbsnt Offering (a subsequent offering of $4,000,060greater ¢
equity or convertible securities) price and becauigect to weighted average adifution protection. The warrants issuable uponversion o
the Amended 12% Notes into units wergreed at the lesser of $90.00 per share of comstark or the exercise price of the warrants off
in the Subsequent Offering. In addition, if the Sedpent Offering has warrant coverage that excé@d%, the Amended 12% Note holc
will be entitled to the same warrant coverage.

The Company determined that the amendments teethestof the 12% Notes and the warrants that avalids upon conversion constitutec
extinguishment for accounting purposes on accotithe fact that the Purchased 12% Note was now bhgldew creditors and because
change in the fair value of the issuable warrastoeaiated with the rest of the Amended 12% Notegeded 10% of the face value of
original 12% Notes. The Company determined thattheants issuable in conjunction with the convaersif the Amended 12% Notes w
equity instruments and the Company valued the rreatidind original issuable warrants on the modiiicatiate by utilizing the Blackchole
option pricing model (inputs for the modified isbleawarrants were restricted stock price of $42ed@rcise prices of $90.00; expected ter
4.9-5.0 years; volatility of 75%; dividend rate@6 and discount rate of 0.60%-0.80%).

There was no extinguishment gain or loss associaittdthe Purchased 12% Notes because the origimastor did not receive any additio
consideration other than the face value plus adcioeerest. Therefore, the $24,605 relative failugaof the modified issuable warra
associated with the Purchased 12% Notes was rat@sla new debt discount. The $113,925 changeeifath value of the issuable warre
associated with the rest of the Amended 12% Notes wcognized as a loss on extinguishment of tiginat 12% Notes. The Company tt
determined that the embedded conversion optiorsised with the Amended 12% Notes were equityrimsénts and should not be bifurce
and accounted for as a derivative. In addition, @mmpany determined that there was no beneficial@sion feature associated with
Amended 12% Notes because the embedded convernsimm avas out-othe money. The individual debt discounts were ainedtover th
new ninety day life of the Amended 12% Notes, sihett the Company recorded debt discount amortizatfdb24,605 related to the Ament
12% Notes for the year ended December 31, 2012.
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Note 7 — Notes Payable — Continued

12% Notes- Amended Terms Continued

On October 4, 2012, a note holder elected to corav875,000 Amended 12% Note plus $4,192 of accameldunpaid interest into 1,760 shi
of common stock and a fiweear warrant to purchase 1,760 shares of commark stban exercise price of $90.00 per share, patsigaar
inducement offer from the Company. The Company naex $19,798 of induced note conversion expensehm@presents the incremel
value of the securities received pursuant to tdeigement offer. The carrying value of the notes armtued interest were credited to equi
conversion. As of December 31, 2012, 510 sharewfimon stock were unissued. During the year endszbiber 31, 2013, the Comp
issued the shares.

As of December 31, 2013 and 2012, the Amended 12¥dN\remained outstanding and were past due. Rursughe terms of the Amenc
12% Notes, noteholders are entitled to all legaiedies in order to pursue collection and the Compaiobligated to bear all reasonable ¢
of collection. To date, no Amended 12% Note holdemge pursued collection. Two Amended 12% Notesewld by a related party
director) at December 31, 2012. The director resiigshuring the second quarter of 2013.

8% Notes

In June, July and August 2012, the Company comgletel closed on the issuance of $1,050,000 of Bridgits (as hereafter defined) wh
consists of a twelve month 8% convertible note (8% Notes”) and a warrant (the “Bridge WarrantBridge Units were offered
anticipation of the Subsequent Offering.

The 8% Notes are convertible into shares of comstock, at the option of the holder, at a price €tué&5% of the conversion date twerdgy
volume weighted average price of the common stiicke Company does not complete a Subsequenti@dféry maturity. The 8% Notes ¢
contingently and automatically convertible upon ptetion of the Subsequent Offering, into the Subsedg Offering securities at a price ec
to 65% of the Subsequent Offering price. Conversibthe 8% Notes is subject to a conversion blogkath that conversion is limited to
issuance of common stock that would give the holzkmeficial ownership of 4.99% of the common stocitstanding. The note holdel
permitted to demand immediate repayment of princpa interest for any portion of the 8% Notes tisatinable to be converted due to
conversion blocker.

The Bridge Warrants to purchase an aggregate 643bares of common stock are exercisable for §yeaes after issuance at the exercise
twenty-day volume weighted average price of the commoctkstdpon completion of the Subsequent Offering,ekercise price is contingen
adjustable to 150% of the Subsequent Offering pgogaurchase the Subsequent Offering securitiestaterm is extended to three years 1
the completion of the Subsequent Offering. The geidVarrants are (a) exercisable on a cashless &fisisthe first anniversary of warr
issuance; (b) subject to weighted average @ihition protection; and are (c) contingently redheble by the Company at $0.003 per share
contingent redemption feature is permitted if figre is an effective registration statement cogerasale of the shares issuable pursuant-
warrant; (2) the twenty day average closing bicdgmf the common stock is at least 200% of theeritrexercise price; (3) the twenty |
average trading volume is at least 334 sharesagrashd (4) there is not more than one tradingvdagre there is no trading volume.

Conversions of the 8% Note and the Bridge Warraeatlimited to the number of shares of common stisskiable without exceeding -
Company'’s authorized maximum number of shares audstg. The Company has agreed to use its comriigngasonable best
efforts to obtain shareholder approval to increahseauthorized maximum number of shares outstandingcessary.

It was determined that contingent conversion ojgtidriggered by future events not controlled by igsier (such as the Subsequent Offe
which requires the participation of investors wigiito invest an aggregate of $4,000,000), areguutgnized unless the triggering event occurs

The Company determined that the freestanding Britlgerants were equity instruments, but also seprdetermined that the aggregate v
of the Bridge Warrants, pursuant to the operatixerase price, was immaterial, because the Bridgers&t currently may only be exerci:
into restricted or illiquid, thinly traded stock thie exercise date twentlay volume weighted average price. Accordingly,@menpany believe
that the accounting impact of this warrant is imeniad, particularly considering that any immatenalue attributable to the Bridge Warr
would be subject to further discount, pursuanhtorelative fair value method of determining theoant of the debt discount.

The Company determined that the embedded conveogiton was an equity instrument and should nobibecated and accounted for ¢
derivative for the reasons discussed above. Thep@oynthen determined that there were no beneficialersion features attributable to
8% Notes because the embedded conversion optiomutas-themoney. Accordingly, no debt discount was recordedanjunction with th
8% Notes.
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8% Notes- Continued

On October 4, 2012, a note holder elected to careve$100,000 8% Note plus $1,711 of accrued anaidnipterest into 3,478 shares
common stock and a fivgear warrant to purchase 3,478 shares of commark stban exercise price of $90.00 per share, putsimaar
inducement offer from the Company. The Company naexb $56,938 of induced note conversion expensehm@presents the incremel
value of the securities received pursuant to ttbuéement offer. The carrying value of the notes andrued interest, plus $4,225
unamortized debt offering costs were credited toitgcat conversion. As a result of the note coneersa Bridge Warrant to purchase :
shares of common stock had its exercise price sdjus $67.50 and its term was extended to Jarnl&r2016. As of December 31, 2012,
shares of common stock were unissued. During the greded December 31, 2013, the Company issuesh#res.

On January 21, 2013, note holders elected to co$880,000 of 8% convertible notes (tH&96 Notes) plus $33,281 of accrued and ur
interest into 28,489 shares of common stock arideaykar warrant to purchase 28,489 shares of comnuook stt an exercise price of $90
per share (the “Conversion Securitiegiirsuant to an offer from the Company. The 8% Notawverted into the Conversion Securities
price equal to $29.25 (65% of $45.00) per unit, relreeach unit consisted of one share of commarksiod a warrant to purchase one sha
common stock. As a result of the note conversiatdgg Warrants to purchase 2,667 shares of comnomk fiad their exercise price adjus
to $67.50 and their term was extended to Januar@16. The $1,311,172 aggregate value of the sesuissued ($1,281,972 related to
Conversion Securities and $29,200 related to theemental value of the Bridge Warrants) was crelditeequity at conversion. The Comp
recorded $531,436 of extinguishment loss whiches@nts the incremental value of the securitieegursuant to the offer as compared t
carrying value of the 8% Notes, accrued interdsat $53,545 of unamortized debt offering costs.

On July 1, 2013, a noteholder elected to exchang®% Note in the amount of $100,000 plus $6,53aaaffued and unpaid interest into
Units Offering (as defined below). The Company niid record an extinguishment loss as the value@becurities issued pursuant to the U
Offering was equivalent to the carrying value af 8% Note and accrued interest. See below forldeaththis offering.

The remaining 8% Note is past due as of Decembe2@®l3 and is ranked senior to the Offering Notéseeyear placement agent warrant
purchase 45,000 shares of common stock at the iszeatate twentgtay volume weighted average price of the commookséwe issuable
conjunction with the offering of Bridge Units (seb} to adjustment if the 8% Notes are converted)ware determined to currently have
immaterial value. There were $122,231 of offerimgts. Since no value was allocated to the equ#iruments, all of the offering costs w
allocated to the debt and were capitalized as dafdmancing costs and were amortized over thévewmonth life of the 8% Notes. During 1
years ended December 31, 2013 and 2012, the Compeorded amortization of deferred financing ca$t$14,798 and $49,662, respectivt

Shareholder Advances

On April 12, May 15, and May 30, 2013, the Compéyrowed $112,500, $200,035 and $150,035, resgygtivia shortterm interest fre
loans from a principal shareholder (the “Short-Téroans”). On June 11, 2013, the Shbetrm Loans were converted into the Units Offel
See below for details of these advances.

In August and September 2013, the Company borraavedggregate of $310,000 via interest free loaos fiwo unaffiliated shareholde
(collectively, the “Shareholders”subsequent to December 31, 2013, the loans wereded into equity. As a result, the amounts haser
classified as non-current liabilities in the comdaled balance sheets as of December 31, 201N&eel2 —Subsequent Events for additio
detalils.

12% Offering Notes

During the year ended December 31, 2013, the Coynpad five closings of a private offering that coemoed on June 11, 2013, pursual
which the Company sold an aggregate of $2,451,918nits of its securities at a price of $10,000 peit to Navesink RACK, LL¢
(“NavRACK") and Black Diamond Financial Group LLCBlack Diamond”) and their affiliates (collectivghthe “Purchasers”)and thi
Company’s principal shareholders (the “Units Offigf). Each unit (an “Offering Unit"consists of (i) a $10,000 principal amount of :
secured convertible promissory note (the “Offerivigtes”) and (ii) a fiveyear warrant to purchase 267 shares of common stbakprice ¢
$3.00 per share at any time after the maturity dathe Offering Notes (the “Offering Warrants&)ych that the Purchasers were issued Off
Warrants to purchase an aggregate of 65,384 shhoesnmon stock.
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Note 7 — Notes Payable — Continued

12% Offering Notes- Continued

The closings of the Units Offering resulted in agate net proceeds of $771,751 ($2,451,918 of grosseeds less $1,253,103 of ¢
conversions less $427,064 of issuance costs). Shuamnce costs were capitalized as deferred fingrotiats and are being amortized ove
term of the Offering Notes. During the year endegc@&mber 31, 2013, the Company recorded amortizatiaseferred financing costs
$223,214. The closings included the exchange d&5R1103 of Company debt ($462,570 of Shicetm Loans, an 8% Note with a princi
balance of $100,000 and accrued interest of $6a583$684,000 previously owed to the Comparfgctor which was assumed by an affili
incurred by the Company or assumed by the Purchaseing the year ended December 31, 2013.

The Offering Notes mature one year from the datssafance. Pursuant to an amended agreement, tbieaBers may, individually, on a one
time basis, as the result of making a collectiveegiment in excess of $1,500,000 in the aggregai@ny time during the term of the Offer
Notes, convert the Offering Notes, including alcraed interest due thereon, into 1,275,629 shareke(tively 2,551,258 shares) of
Company’s common stock (the “Conversion Shares'iclvhepresents 42.5% each (collectively 85%) ofGoepanys issued and outstand
common shares as of August 2, 2013, the date oRtheerse Split. By agreement, the Purchasers aiheeceive 50% of the Convers
Shares without regard to their respective subsoripamounts. The Purchasers may determine to coiverOffering Notes prior to tl
completion of the offering. In such event, subgaips for additional Offering Units otherwise isbl@to the Purchasers in connection !
subsequent subscriptions will be treated as caritdbs to capital. In conjunction with such a corsien and the issuance of the Conver
Shares, the Offering Warrants shall be cancelled.

Pursuant to the terms of the Unit Offering, eachcRaser will either (a) utilize the conversion opti(to obtain 1,275,629 shares of
Companys common stock) or (b) will retain the Offering Waats; but each Purchaser cannot avail itself ¢hi.obhe Company determin
that the embedded conversion options were equityuments and should not be bifurcated and accduteas a derivative. Accordingly
debt discount of $716,973 was established (withreglit to additional paidh capital), which represents the $684,000 bersdficonversio
feature attributable to the conversion option aisged with the Offering Notes purchased by Blackmond, but which was limited to the fi
value of such Offering Notes issued to that investad the Offering Warrants with a relative fawe of $32,973 attributable to the Offer
Notes purchased by NavRACK. The debt discount iisgoamortized over the term of the Offering Notesaring the year ended December
2013, the Company recorded amortization of deltodist of $388,361.

As collateral security for the Compasyobligations under the Offering Notes and relateduments executed in connection with the offe
the Company and Visual Network Design, Inc., a dele@ corporation and the Company’s wholly-ownedsslibry (“VNDI”), granted th
Purchasers a security interest in all of the Comijzsaand VNDI's assets pursuant to the terms of a Security Aggrerdated as of June
2013 (the “Security Agreement”). To further sectite Companys obligations, VNDI executed a Guaranty, dated fa3uoe 11, 2013 (tl
“Guaranty”), pursuant to which VNDI agreed to gudyathe Company obligations owed to the Purchasers. The OffeNbtes are junior i
priority to the Company’s indebtedness to its fadi@ade debt and the $50,000 8% Note.

Subsequent to December 31, 2013, the Offering Natdgelated accrued interest were converted optitye As a result, the amounts have
been classified as non-current liabilities in tbasolidated balance sheets as of December 31, 3@E3Note 12 — Subsequent Events for
additional details.

Note 8 — Equity

Authorized Capital

The Company implemented a 1-for-300 Reverse SpthieCompanys issued and outstanding common stock. See Nateddtlitional detail
The Company is authorized to issue up to 1,000€0@0es of common stock, which has a par value #f08Q per share. The holders of
Companys common stock are entitled to one vote per sharallomatters submitted to a vote of the stockhaldancluding the election
directors. Generally, all matters to be voted onstiyckholders must be approved by a majority (orthe case of election of directors, t
plurality) of the votes entitled to be cast bysilares of common stock that are present in pensoepeesented by proxy. Except as other
provided by law, amendments to the articles of ipocation generally must be approved by a majasftyhe votes entitled to be cast by
holders of all outstanding shares of common stdtle amended and restated articles of incorporatonot provide for cumulative voting
the election of directors. The common stock holdeitsbe entitled to such cash dividends as maylbelared from time to time by the Bo
from funds available. Upon liquidation, dissolutionwinding up of the Company, the common stockdad will be entitled to receive pro r
all assets available for distribution to such haddsubject to the rights of holders of preferraxtk, if any. The Company is authorized to it
10,000,000 shares of blank check preferred stobighwhas a par value of $0.0001 per share.
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2011 Equity Incentive Plan

A total of 45,000 shares of the Company’s commouoksare reserved for issuance under the 2011 Enagntive Plan (the “2011 Plan"Jhe
2011 Plan authorizes grants to eligible recipiafitsonqualified stock options, incentive stock ops, restricted stock awards, restricted <
units, performance grants intended to comply wiget®n 162(m) of the Internal Revenue Code of 1@86amended, and stock apprecic
rights. Under the 2011 Plan, (1) awards may betgtato employees, consultants, officers and dirsct@) the maximum term of any aw
shall be ten years from the date of grant; (3)dRercise price of any award shall not be less thanfair value on the date of grant;
(4) awards will typically result in the issuancengfiw common shares.

2013 Equity Incentive Plan

The Company’s Board of Directors adopted the 20§8itly Incentive Plan (the “2013 Plan®n December 18, 2013. A total of 1,200,
shares of the Comparsycommon stock are reserved for issuance unde2h® Plan subject to increase under the evergraminispn of the
2013 Plan which provides for an annual increasthénnumber of securities issuable under the 2048,Rluch that the amount of secur
issuable under the 2013 Plan can be increased amannt which is equal to up to 20% of the totahber of shares outstanding at the er
the previous fiscal year.

Consulting Agreements

On January 15, 2012, the Company entered into -aneixth agreement for investor relations servicescdnsideration of services to
rendered, the Company agreed to pay a minimum @080 in cash per month for an aggregate of $60,808 to issue 1,000 shares of ve
Company common stock, of which, 1,000 shares resdaimissued as of December 31, 2012. In conneegtitinthe unissued shares,
Company accrued the equity issuance liability aetféir market value of $33,000 at December 31, 202 a corresponding charge to stock
based compensation expense. During 2013, the Companhed a settlement agreement with the vendbraana result, the 1,000 shares \
no longer issuable pursuant to the agreement. &= 1 — Commitments and Contingencies for addifidetails.

On April 18, 2012, the Company amended a consultérgices agreement pursuant to which, among ttihegs, the Company agreed to is
an immediately vested, seven-year warrant to pseetzn additional 1,667 shares of the Commamgmmon stock at an exercise pric
$300.00 per share. The grant date value of $198M#¥) recognized immediately and recorded to shaded compensation expense ir
consolidated statements of operations. In additioe,Company agreed to pay a dmee cash fee of $100,000, which was paid on ARbi
2012.

On August 30, 2012, as amended on November 5, 2B@2Company entered into a fimeenth agreement for public relations and finat
communication services. In consideration of sewvitebe rendered, the Company agreed to pay a mamiof $10,000 in cash per montt
advance, for an aggregate of $50,000, and to BS0eshares of vested Company common stock per mimntan aggregate of 1,250 shares
of December 31, 2012, 750 earned shares were edissu connection with the unissued shares, the gaom accrued the equity issua
liability of $24,750 at December 31, 2012 with aresponding charge to stoblased compensation expense. During the year endeenibe
31, 2013, the Company issued the shares. See NoEg8ity — Common Stock for details on the isseathate value of the shares.

On January 7, 2013, the Company entered into avéambnth agreement for investor relations servicexomsideration of the services to
rendered, the Company agreed to provide $75,0@@mimon stock upon completion of the initial d&y test campaign. Effective Septen
14, 2013, the agreement was terminated. At the diftee termination, the services anticipated urnideragreement had not been performec
no shares were issued.

Private Offerings

Second Private Offering

During the year ended December 31, 2012, the Compaad three additional closings in connection wathprior private offering th
commenced in December 2011 (the “Second Privateri@f”), pursuant to which an aggregate of 14,5R&stor units (“Second Unitstyere
sold at a price of $112.50 per Second Unit, resglth $1,447,113 of aggregate net proceeds ($I7683f gross proceeds less $186,6:
issuance costs). Each Second Unit consists of bame ©f common stock (deemed to represent $103.50eoper Second Unit cost) an
warrant to purchase one-quarter share of commork qieemed to represent $9.00 of the per Second ddist) (the Second Invest
Warrants”),such that an aggregate of 14,523 shares of cominok and Second Investor Warrants to purchase gregate of 3,652 shares
common stock were issued. The Second Investor \Mareae redeemable in certain circumstances, aeieable for a period of five years
an exercise price of $300.00 per full share of camistock and are subjected to weighted averageldntion protection.
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Private Offerings- Continued
Second Private Offering Continued

The Second Investor Warrants may be called formgdien by the Company at any time upon not less @ or more than 60 days pi
written notice, provided that, at the time of deliy of such notice, (i) there is a registrationtesteent covering the resale of the sh
underlying the warrants; (ii) the average closimnd)frice for the Compang’common stock for each of the 20 consecutiverigadays prior t
the date of the notice of redemption is at lea§i0$®0, as proportionally adjusted to reflect arocktsplits, stock dividends, combination:
shares or like events; and (iii) the average tgdinlume for the Compang’common stock is at least 334 shares per day glthia 2!
consecutive trading days prior to the date of thiice of redemption and that during suchd2y+ period there is no more than one trading d
which there is no trading in the Company’s commimcls

The Second Investor Warrants, at the option of bkler, may be exercised by cash payment of thecisee price to the Compal
Alternatively, the Second Investor Warrants mayekercised on a cashless basis commencing one ffeathee date of the final closing of |
Second Private Offering if no registration statetmegistering the shares underlying the investoravds is then in effect. The exercise p
and number of shares of common stock issuable ercise of the investor warrants may be adjusteckitain circumstances including st
splits, stock dividends, and future issuances ef@ompany’s equity securitiegithout consideration or for consideration per shimss tha
$112.50 (as specified in the warrant agreement).

The placement agent for the Second Private Offaragives a cash commission of 10% or 5% of thdguaised from investors in the Sec
Private Offering that were directly attributablereferred to the placement agent, respectiveladdition, the placement agent receives five
year warrants to purchase shares of common stbel'Second Broker Warrantsgqual to 10% or 5% of the Second Units sold to Stwes ir
the Second Private Offering that were directlyilatitable or referred to the placement agent, résmdg. The Second Broker Warrants
identical to the Second Investor Warrants in alterial respects except that (i) the resale of tthraroon stock underlying them is not cove
by a registration statement; and (ii) they haveeaarcise price of $112.50 per share of common stbbk Company determined that
warrants issued in conjunction with the Seconda&®eDffering were equity instruments. As a restithe foregoing arrangement, in connec
with the three 2012 closings, the placement agenvés paid aggregate cash commissions of $136z660mponent of issuance costs); ani
was issued Second Broker Warrants to purchase El2dves of common stock (there is no accountingcefif recording the Second Bro
Warrants as the value was both debited and crettitadditional paid-in capital).

In connection with the Second Private Offering, @@mpany executed a registration rights agreemérgreby the Company committed to
a registration statement covering the resale ottimeamon stock underlying the Second Units soldbdrd sold in the Second Private Offe
and the common stock that is issuable upon exeofides Second Investor Warrants (but not the comstock that is issuable upon exercis
the Second Broker Warrants) within 75 days of thalfclosing of the Second Private Offering, andus® commercially reasonable effort
cause the registration statement to become efteativater than 150 days after it is filed. The @any will be liable for monetary penaltie:
the monthly rate of 1% (to a maximum of 10%) ofledolders investment in the Second Private Offering utid failure to meet the abc
deadlines are cured or upon the occurrence ofinestaer specified events. Notwithstanding the §oiag, no payments shall be owed \
respect to that portion of a holderegistrable securities (1) which may be soldumhsholder under Rule 144 or pursuant to anothemgtior
from registration; or (2) which the Company is uleato register due to limits imposed by Rule 41%emthe Securities Act (which sha
would then be eligible for “piggybackfegistration rights with respect to any registmatistatement filed by the Company following
effectiveness of the original registration statethe@n January 17, 2012, the Company filed a regisin statement on Form Bwhich wa
declared effective on June 11, 2012 and includedst#cond Private Offering registrable securities.

Third Private Offering

During the year ended December 31, 2012, the Coynpad seven closings of a private offering that swnced on September 1, 2012
“Third Private Offering”), pursuant to which an aggate of 23,158 investor units (“Third Unitstere sold at a price of $45.00 per Third L
resulting in $878,051 of aggregate net proceed®4#1350 of gross proceeds less $163,299 of issuemsts). Each Third Unit consists of
share of common stock and a redeemable warranirtthase one share of common stock (the “Third ltové&/arrants”),such that investo
were entitled to an aggregate of 23,158 sharesowfon stock and Third Investor Warrants to purchaseggregate of 23,158 share
common stock. On December 30, 2012, the placengemtcy agreement was amended to extend the ThivdtB1Offering to February 1, 201
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Note 8 — Equity — Continued
Private Offerings- Continued
Third Private Offering- Continued

During the year ended December 31, 2013, the Coynpad two additional closings of the Third Priv&éering, pursuant to which .
aggregate of 3,334 Third Units were sold, resulim§129,999 of aggregate net proceeds ($150,0@00ss proceeds less $20,001 of issu
costs). In connection with the closings, an aggeegé 3,334 shares of common stock and Third Iroréétarrants to purchase 3,334 share
common stock were issued.

Pursuant to the Third Private Offering, Third Unitsre originally offered at a purchase price eqadhe lesser of (a) $60.00 per unit or the
day volume weighted average price (“VWAPQn December 12, 2012, the Company agreed to reitrebcreduce the offering price to $45
per unit. If an investor elects to participate le fThird Private Offering for at least 50% of thads that such investor has invested ir
Company since September 21, 2011, the Companyedlice the exercise price of such investevarrants previously issued by the Comj
to $90.00 per share.

The 2012 closings of the Third Private Offeringule=d in warrants to purchase 8,396 shares of camstock having their exercise pr
reduced to $90.00 per share, including warranfsutchase 4,979, 2,583 and 834 shares whose origieatise price was $187.50 per st
$300.00 per share and the twenty day VWAP, resgelgti The 2013 closings resulted in warrants tocpase 671 shares of common s
having their exercise prices reduced to $90.00spare, including warrants to purchase 338 and Ba8:s whose original exercise price
$187.50 per share and $300.00 per share, respgctBecause the warrants were deemed to be emqstyuiments, the associated value
credited to equity.

The Third Investor Warrants are exercisable foeaaul of five years at an exercise price of $9(@0 share of common stock, are subje
weighted average anti-dilution protection and pssggggyback registration rights. The Third Investor Watsaare redeemable at a prict
$0.003 per share upon the provision of adequaieeof and only if (a) the common stoskaverage closing bid price exceeds $300.00 fe
of any ten consecutive trading days; and (b) thentwday average daily volume exceeds 67 shares anel ifv@p more than one single da
no volume.

The placement agent for the Third Private Offeiigntitled to a cash commission of up to 10% efftinds raised from investors in the Tl
Private Offering that were directly attributabledo referred by the placement agent. In additibe, placement agent is entitled to fiyea
redeemable warrants to purchase shares of commok @¢he “Third Broker Warrants®qual to 10% of the Third Units purchased by inve
in the Third Private Offering that were directlyritutable to or referred by the placement agehe Third Broker Warrants are identical to
Third Investor Warrants in all material respectsept that (i) the resale of the common stock undeglthem is not covered by a registra
statement; and (ii) they have an exercise pric84%.00 per share of common stock. The Company reted that all warrants issued
conjunction with the Third Private Offering wereudtg] instruments. As a result of the foregoing agament, in connection with the closi
during the year ended December 31, 2012, the plackagent (1) was paid aggregate cash commissfdbiedd,135; and (2) was issued Ti
Broker Warrants to purchase 2,317 shares of comstaek. In connection with the closings during tlearyended December 31, 2013,
placement agent (1) was paid aggregate cash commissf $15,000 (a component of issuance costg); (2h was issued Third Brok
Warrants to purchase 334 shares of common stoeke(il no accounting effect of recording the TiBraker Warrants as the value was t
debited and credited to additional paid-in capital)

In addition to the above closings, on October 4,2@& noteholder elected to convert a $75,000 Armeéri®% Note, a $100,000 8% Note
accrued and unpaid interest into an aggregate2@885shares of common stock and fixear warrants to purchase an aggregate of 5,238«
of common stock at an exercise price of $90.00spare, in connection with the Third Private Offgril\s a result of the note conversio
Bridge Warrant to purchase 334 shares of commaik $tad its exercise price adjusted to $67.50 antbitm was extended to January 14, 2
As of December 31, 2012, 1,424 shares of commark st@re unissued. During the year ended DecembeP(@®l3, the Company issued
shares. See Note 7 — Notes Payable for additicetallsl.

Common Stock

On May 13, 2013, the Company issued 1,417 sharesrofmon stock to a service provider and the fdue/@an the date of issuance of $10,
was credited to equity. Previously, the value efshares was included in accrued issuable equiheigonsolidated balance sheets.

On June 25, 2013, the Company issued 57,778 sbhoesnmon stock to its general counsel in satigfaadf $130,000 of accounts payable.
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Note 8 — Equity — Continued
Stock Warrants
In applying the Black-Scholes option pricing mottetompensatory warrants issued, the Company tgefbiowing assumptions:

For The Year Ended
December 31

2013 2012
Risk free interest rai n/e 1.38%
Expected term (year: n/e 7.0C
Expected volatility n/e 75.0(%
Expected dividend n/e 0%

There were no compensatory warrants issued dunmgear ended December 31, 2013.

The risk-free interest rate was based on rateeastiry securities with the same expected termeasytions. Since the Company’s stock has
not been publicly traded for a long period of titkee Company is utilizing an expected volatilitgure based on a review of the historical
volatilities, over a period of time, equivalenttt® expected life of the instrument being valuddimilarly positioned public companies within
its industry. The expected term is the contraditebf the warrant. The expected dividend yieldsviased upon the fact that the Company ha
not historically paid dividends, and does not expe@ay dividends in the future.

Note Holder Warrant:

See Note 7 — Notes Payable for additional details.

Investor and Broker Warran

In 2012, in connection with the Second Private @xifig and the Third Private Offering, the Compargusd Second Investor Warrants, T
Investor Warrants, Second Broker Warrants and TBiaker Warrants to purchase an aggregate of 383142, 1,214 and 2,315 shares o
Companys common stock, respectively. In 2013, in connectidgth the Third Private Offering, the Company isdurhird Investor Warrar
and Third Broker Warrants to purchase an aggregh®334 and 334 shares of the Company’s commatk stespectively. See Note-8
Equity — Private Offerings for additional details.

Consultant Warrants

During the year ended December 31, 2012, the Coynpsmued warrants to purchase an aggregate of Ishéies of common stock
consultants. See Note 8 — Equity — Consulting Amuerts for additional details.
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Warrant Summary

A summary of the stock warrant activity during gears ended December 31, 2013 and 2012 is predeeitad:

Weighted
Weighted Average
Average Remaining
Number of Exercise Life Intrinsic
Warrants Price In Years Value
Balance, December 31, 20 161,26: $ 183.5¢
Issued 40,75( 111.1917]
Exercisec (10€) 187.5(
Cancelled - -
Balance, December 31, 20 201,90t $ 169.8(2]
Issued 98,657 31.97[3]
Impact of an-dilution adjustmen 830,01¢ -[4]
Exercisec - -
Cancelled - -
Balance, December 31, 2013 1,130,58. $ 32.715] 331 $
Exercisable, December 31, 2013 1,130,58 $ 32.71[5] 331 $

[1] Investor warrants to purchase 3,504 shares of canmstoxk had a variable exercise price at issuaqualdo the exercise date twe
day VWAP. These warrants are excluded from the lteidjaverage exercise pris

[2] Investor warrants to purchase 3,170 shares of canstozk had a variable exercise price as of Deceihe2012. These warrants
excluded from the weighted average exercise g

[3] Investor warrants to purchase 50 shares of comnuumk $iad a variable exercise price at issuancesd harrants are excluded fr
the weighted average exercise pr

[4] Represents the share impact of the weighted avenat-dilution protection. See below for additional disz
[5] Investor warrants to purchase 551 shares of constamk had a variable exercise price as of Decel®beR013. These warrants

excluded from the weighted average exercise g
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Note 8 — Equity — Continued
Stock Warrants- Continued
Warrant Summary Continued

The following table presents information relatesgtock warrants at December 31, 2013:

Warrants Outstanding Warrants Exercisable
Weighted
Outstanding Average Exercisable
Exercise Number of Remaining Life Number of
Price Warrants In Years Warrants

$ 3.0C 65,38¢ 4.4€ 65,38
10.9¢ 10,86¢ 3.84 10,86¢
15.4¢ 13,13! 2.04 13,13:
16.1( 4,45¢ 2.0¢ 4,45¢
16.9¢ 14,90¢ 2.7¢ 14,90¢
20.07 37,06( 2.8t 37,06(
21.21 255,49! 3.94 255,49!
24.71 8,80¢ 3.0C 8,80¢
40.17 599,60( 2.74 599,60(
42.3: 93,54¢ 4.9C 93,54¢
63.3¢ 26,77¢ 3.67 26,77¢
Variable 551 1.6t 551
1,130,58 3.31 1,130,58

Warrants to purchase 551 shares of common stot¢kawitariable exercise price (equal to the volumalkated average price of the comn
stock for the 20 trading days immediately precedhng exercise date) were exercisable at approxijm@891 per share as of December
2013.

All warrants are subject to weighted average dittition protection upon the issuance of commorrlster securities convertible into comn
stock, at prices below specified trigger pricese Tarrants with an exercise price of $3.00 pereshare issued in connection with the U
Offering and, as a result, were not impacted byvikghted average antifution protection. The remaining warrants arejeabto weighte
average antdlilution protection upon the issuance of commortlstmr securities convertible into common stockpsetes below specifie
trigger prices. The Third Private Offering and theits Offering resulted in dilutive issuances pasito the original terms of the warrants.
weighted average andilution protection resulted in the quantity of sf®being increased by an aggregate of 830,01@shadditionally, th
exercise prices of the warrants were reducted pyoxgmately 78% on a weighted average basis.

Stock Options

During the first quarter of 2012, the Company gednto its directors, officers, employees and cdastd tenyear options to purchase
aggregate of 77,599 shares of common stock at arcieg price of $103.50 per share, of which optimnpurchase an aggregate of 41
shares of common stock were granted under the P01 and the remaining options to purchase an ggtgeof 36,005 shares of comn
stock (of which 23,000 were granted to the Compamgw Chief Executive Officer (‘New CEO")Jere not granted pursuant to an establi
plan. The options vest as follows: (i) an optiorptachase 23,000 shares of common stock grantdtetblew CEO vested on an acceler
basis in November 2011 based on the New CEO mesfiagified performance criteria (see below); (ii)aption to purchase 8,334 share
common stock vests one-third immediately, one-tbindSeptember 21, 2012 and dhed on September 21, 2013; (iii) options to pash a
aggregate of 44,431 shares of common stock vesthime0.7-1.0 years from the date of grant, oniedti.7-2.0 years from the date of gr
and one-third 2.8.0 years from the date of grant; and (iv) optitmpurchase an aggregate of 1,834 shares of constooh vest ratably on
quarterly basis over a thrgear term. The aggregate grant date value of appeigly $5,090,000 will be recognized proportiontiethe
vesting terms.
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Stock Options- Continued

In March 2012, the Compensation Committee of thenany’s Board of Directors determined that the N&O’s options became fully ves!
effective November 2011 as a result of the exenutfoa strategic alliance with a major customethéligh the option was not formally grar
prior to December 31, 2011, the New CEO had a eotial right to the vested options pursuant tehiployment agreement, and, accordir
the Company accrued the equity issuance liabifit$19526,970 at December 31, 2011 based on thedlie of the option as of December
2011, when the restricted stock was valued at $D0fer share. On January 9, 2012, the New GEPtions were issued and the $1,444
issuance date value of the options was creditezhjtoty. See Note 11 — Commitments and ContingenciEsployment AgreementsNew
CEO for additional details.

During the third quarter of 2012, the Company gednto its directors, employees and consultantsopgtranging from one to ten year:
purchase an aggregate of 13,278 shares of commok at exercise prices ranging from $103.50 to $i@4per share, of which options
purchase an aggregate of 4,569 shares of commok \stre granted under the Compang011 Plan and the remaining options to purcha
aggregate of 8,716 shares of common stock werayraotted pursuant to an established plan. The optist as follows: (i) an option
purchase 1,112 shares of common stock granted anirtman employes’severance agreement vested immediately; (iipoptio purchase
aggregate of 1,667 shares of common stock granteitectors vested immediately; (iii) options torghase an aggregate of 4,169 shar
common stock granted to directors vest on thepeesve oneyear anniversary dates of service; (iv) optionpucchase an aggregate of 3,
shares of common stock granted to employees amthsultant vest ratably over three years on thetgtate anniversaries; (v) an emplo
option to purchase 1,167 shares of common stodis weee-third on April 2, 2013, one-third on April 2014 and oné¢hird on April 2, 201¢
(vi) an employee option to purchase 334 share®wingon stock vests one-third on September 21, 203@third on September 21, 2013 :
onethird on September 21, 2014; and (vii) options tmchase an aggregate of 1,668 shares of commok gtaated to members of 1
Companys advisory board vest ratably on an quarterly baser a term beginning on August 1, 2012 and endingMay 1, 2015. Tt
aggregate grant date value of approximately $230v@id be recognized proportionate to the vestiegrts.

On July 18, 2012, the Company modified options twcpase an aggregate of 4,167 shares of commoR prewiously granted to tl
Companys Board of Directors, such that the options becaested immediately. As a result of the modificatite Company immediate
recorded an incremental stock compensation expursEr2,666.

Between August 13, 2012 and October 1, 2012, thapg2oy granted to its employees tgar options to purchase an aggregate of 584 ¢
of common stock at exercise prices ranging from.@540 $66.00 per share which were granted undeCtimpanys 2011 Plan. The optic
vest ratably over three years on the grant datévarsaries. The aggregate grant date value of appetely $13,000 will be recogniz
proportionate to the vesting terms.

In applying the Black-Scholes option pricing mottebptions granted, the Company used the folloveisgumptions:

For The Year Ended
December 31,

2013 2012
0.14.
Risk free interest rai n/e 1.11%
Expected term (year: nfe 0.5-6.0
Expected volatility nfe  75%- 7%
Expected dividend n/e 0%

The risk-free interest rate was based on rateseabtiry securities with the same expected terrhasjttions. Since the Compasystock he
not been publicly traded for a long period of tintee Company is utilizing an expected volatilitgdire based on a review of the histor
volatilities, over a period of time, equivalentttee expected life of the instrument being valuddsimilarly positioned public companies witl
its industry. The Company uses the "simplified mdthto calculate the expected term of employee dinector stocksased options. Tl
expected term used for consultants is the conthdifie. The expected dividend yield was based utfen fact that the Company has
historically paid dividends, and does not expeqiayp dividends in the future.

No stock options were granted during the year efdrember 31, 2013. The weighted average estinfiaitecalue of the stock options gran
during the year ended December 31, 2012 was $®e08hare. The Company used forfeiture assumptibh8% to 20% per annum.
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Stock Options- Continued

The Company recorded stoblsed compensation expense associated with omtfasproximately $329,000 and $1,372,000 duringyktsar:
ended December 31, 2013 and 2012, respectivelyseTamounts have been included in operating expémsbse accompanying consolida
statements of operations. As of December 31, 20E3e was approximately $226,000 of unrecognizedkdbased compensation expense

will be amortized over a weighted average periodl.bfyears.

A summary of the option activity during the yeansled December 31, 2013 and 2012 is presented below:

Weighted
Weighted Average
Average Remaining
Number of Exercise Life Intrinsic
Options Price In Years Value
Outstanding, December 31, 20 - $ =
Grantec 91,46¢ 103.3¢
Exercisec - -
Forfeited (9,19¢) 103.5(
Outstanding, December 31, 20 82,27. $ 103.3¢
Grantec - -
Exercisec - -
Forfeited (19,96)) 103.4°
Outstanding, December 31, 2013 62,31. $ 103.3( 81 $ .
Exercisable, December 31, 2013 51,60 $ 103.4¢ 8C $ 3
The following table presents information relatedgtock options at December 31, 2013:
Options Outstanding Options Exercisable
Weighted
Outstanding Average Exercisable
Exercise Number of Remaining Life Number of
Price Options In Years Options
$ 54.0( 167 8.8 56
60.0( 56 0.2 56
66.0( 25C 8.€ 84
103.5( 53,567 8.C 45,58
104.4( 8,271 8.5 5,822
62,31’ 8.C 51,60t
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Note 9—Income Taxes

The Company files tax returns in U.S. Federalestaid local jurisdictions, including California,dahas tax returns subject to examinatio
tax authorities beginning in the year ended Decergibe2010.

The income tax provision (benefit) consists of fibléowing:

For The Years Ended
December 31

2013 2012
Federa
Curren $ - % -
Deferrec (1,887,73) (400,73()
State and loct
Current - -
Deferred (333,13() (70,717)
(2,220,861 (471,44)
Change in valuation allowance 2,220,86! 471,44
Income tax provision (benefit) $ - $ -

For the periods ended December 31, 2013 and 2B&2Zxpected tax expense (benefit) based on théatarate is reconciled with the act
tax expense (benefit) as follows:

For The Years Ended
December 31

2013 2012

US federal statutory ra (34.(%) (34.(%)
State tax rate, net of federal ben (6.C%) (6.C%)
Permanent difference

- Fines and penaltie 0.C% 0.2%

- Stock based compensati 2.4% 2.€%

- Loss on extinguishmel 3.2% 0.C%

- Other 0.C% 2. 7%
Impact of annual NOL limitatio 0.C% 29.2%
Change in valuation allowance 34.2% 4.€%
Income tax provision (benefit) 0.C% 0.C%
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As of December 31, 2013 and 2012, the Compagferred tax assets consisted of the effecterporary differences attributable to
following:

December 31

2013 2012
Net operating los $ 8,64955 $ 6,266,22.
Stock based compensati 1,120,37. 1,151,371
Fixed asset 22,45! 7,94
Intangible asset 70,04: 72,47¢
Deferred ren 29,27 73,16¢
Accrued payroll taxe 490,00( 378,00
Accrued compensation 76,50: 288,20
Total deferred tax asse 10,458,19 8,237,33
Valuation allowance (10,458,19) (8,237,33)
Net deferred tax assets $ - $ =

For the years ended December 31, 2013 and Decedtth@012, the Company had approximately $36,2990@0$30,340,000 of gross fed:
and state net operating loss carryovers which biegéxpire in 2023. These net operating loss caag®are subject to annual limitations ut
Section 382 of the Internal Revenue Code when tiseaegreater than 50% ownership change, as detedninder the regulations. Based or
analysis, there was a change of control on or abegember 2012 and June 2009, and we have detetrtinedue to the annual limitatic
under Section 382, approximately $14,675,000 ofridteoperating losses will expire unused. Therefaee have reduced the related defe
tax asset for net operating loss carryovers byagprately $5,870,000 as of December 31, 2012. Témagany’s NOLS incurred from the fir
ownership change in June 2009 through the datevotrship change in December 2012 are subject @nanal limitation of approximate
$456,000 and the Company’s NGLthrough the date of ownership change in June 200%ubject to an annual limitation of approxire
$441,000.

In assessing the realization of deferred tax asseamagement considers whether it is more likegnthot that some portion or all of
deferred tax assets will be realized. The ultinratdization of deferred tax assets is dependeni tipe future generation of taxable incc
during the periods in which those temporary diffexes become deductible. Management considers tredsled reversal of deferred
liabilities, projected future taxable income, arakihg strategies in making this assessment. Basethis assessment, management
established a full valuation allowance againstoéithe net deferred tax assets for each periodgsinis more likely than not that all of 1
deferred tax assets will not be realized. The m®edn the valuation allowance for the years emcember 31, 2013 and 2012 was $2,22(
and $471,447, respectively.

Note 10— Related Party Transactions

On January 1, 2012, the Company entered into aaggaement with a stockholder to provide financalisory services to the Company. -
Company agreed to pay fees of $10,000 per monthwfelve months, as well as a ofiee fee of $40,000. Effective January 1, 2013
Companys agreement with a stockholder to provide finanatlisory services to the Company automaticallyewesd for an additional twel
month term, which provides that the Company pays fet $10,000 per month for twelve months. The agesg shall be extended
successive ongear periods unless either party provides writtetice 30 days prior to the end of the term of iescton to terminate tt
agreement. During the years ended December 31, @0d3012, the Company recorded expense of $12&06605160,000, respective
related to the agreement.
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Note 11- Commitments and Contingencies
Litigation

On October 26, 2012, the Company was named asdiafem a complaint filed in the County of WestdeesSupreme Court of the State
New York by Porter, Levay & Rose, Inc., index numb68540/2012. The complaint alleges the Plainéffdered work, labor and services tc
Company on, about, or between October 18, 2012jsaseleking $103,198, together with interest rugriiom October 18, 2012. On April !
2013, Porter, Levay & Rose, Inc. was awarded a samyfudgment. On May 6, 2013, a judgment was edtardavor of Porter, Levay & Ros
Inc. in the Supreme Court of the State of New Y@&@hkunty of Westchester for an amount which wasuweatifor at December 31, 2013.
January 9, 2014, this case was settled in full.

On January 22, 2013, the Company was named asddefeim a complaint filed in the Superior CouriGa#lifornia, County of Sacramento, ¢
number 34-20180138819 by Babich & Associates, Inc., a Texas @afon. The complaint alleges that the Company imasiced fo
services relating to professional staffing servifrs2 potential employees that the Company subssiyu hired, and is seeking $48,000 |
earned interest at the rate of 10% per annum fraag B] 2012. On April 25, 2013, the parties signesttllement agreement. On Octobetr
2013, this case was settled in full.

On January 25, 2013, the Company and its CEO wamnged defendants in a complaint filed in the Supe@iourt of California, County
Sacramento, case number 34-2@03-38978 by Daniel Lucas, a former employee. Thaptaint alleges that the Company entered int
employment agreement with Mr. Lucas for the purpasfgoroviding services as the CompaniRegional Sales Manager, that the Compan
its CEO breached the agreement by refusing to cosgte Mr. Lucas for his services, and as a relliltl ucas is seeking lost compensa
and benefits in the amount of $77,429, compensatamages, attorney&es, interest, and any other relief as the coeetrts just and prop
On February 6, 2014, the parties signed a settleagneement for an amount which was accrued f@eaember 31, 2013. The Compan
required to make payments pursuant to a specifiedide. As of the date of filing, the Company i$ campliant with the payment schedule
to a shortage of funds. As a result, the plaimiiffild take actions that would result in additioo@npensatory damages.

On January 25, 2013, the Company and its CEO wamnged defendants in a complaint filed in the Supe@iourt of California, County
Sacramento case number 34-2@03:38979 by Timothy Barone, a former employee wilas verminated for cause. The complaint allege:
the Company entered into an employment agreemehtthe Plaintiff for the purposes of providing sees as the Compars/'Senior Vic
President, Global Accounts and Partners, that trapgany and its CEO breached the agreement by ngfisicompensate Mr. Barone for
services, and as a result, Mr. Barone is seekisgdompensation and benefits in the amount of $B®4,additional tax liability of $150,0(
compensatory damages, exemplary and/or punitiveagamin an amount to be determined, attornies, interest, and any other relief as
court deems just and proper. On January 23, 20&4parties signed a settlement agreement for amsimehich was accrued for at Decenr
31, 2013. The Company is required to make paymamtsuant to a specific schedule. As of the datlinf, the Company is not complie
with the payment schedule due to a shortage ofsiuAd a result, the plaintiff could take actionatttvould result in additional compensat
damages.

On February 25, 2013, the Company, its CEO an@R® were named defendants in a complaint filethénSuperior Court, Commonwealtt
Massachusetts, civil case numberg3tl by David E. Fahey, a former employee of themany. The complaint alleges that Mr. Fahey wa
paid commissions that were due and owing and thrapaay failed to reimburse the Plaintiff for his Iness expenses, resulting in a breac
contract, and is seeking $33,695 in commission3in out of pocket expenses, and treble damaggsneys fees, costs, and interest.
matter was settled in full during the fourth quad&2013.

On June 19, 2013, the Company and its CEO were dchatefendants in a complaint filed in the Superiau@ of California, County «
Sacramento case number 34-2@D3-46750 by David Wagner, a former employee of Gloenpany who resigned from the Company.
complaint alleges that the Company entered intemployment agreement with the Plaintiff for the pmges of providing services as
Companys Executive Vice President, Sales, that the Compaudlyits CEO breached the agreement by refusiegritpensate Mr. Wagner
his services, and as a result, Mr. Wagner is sgdkist compensation and benefits in the amountl87$65.72, severance pay in the amou
$45,000, attorneydees, interest, and any other relief as the coeents just and proper. On February 6, 2014, théepasigned a settlem
agreement for an amount which was accrued for aeber 31, 2013. The Company is required to makenpats pursuant to a spec
schedule. As of the date of filing, the Companyads compliant with the payment schedule due toaatage of funds. As a result, the plair
could take actions that would result in additiot@npensatory damages.

On or about January 15, 2014, the Company was naased defendant in a notice of claim filed with tB&ate of California Lab:
Commissioner, State Case Number@U2-78DB by Robert Roderick, a former employee wisigned from the Company. The claim is
alleged unpaid commissions earned in the amou82af908 plus alleged HSA contributions in the anmiafr$4,605.00. The Company |
hired counsel to represent it in the matter anddmisred into negotiations with the plaintiffs &itke these claims. A hearing has not yet
scheduled on the case.
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Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 11 — Commitments and Contingencies — Continued

Litigation — Continued

On or about February 13, 2014, the Company was dasedefendant in a complaint filed in the CountyDa Page, Circuit Court of tl
Eighteenth Judicial Court of the State of lllindig Altima Technologies index number 2014L000044e Thaim alleges the Plaintiff rende
work, labor, products and services to the Companmycipally in the form of ESDRs (equipment shapesl alata records) and is seel
$107,358 (which amount includes interest through date of the complaint), together with additiomgkrest and certain other cost:
connection with this action, including Plaintiffsasonable attorneys fees. The Company has retametsel in the matter to investigate
claims and recommend a course of action.

The Company records legal costs associated withdostingencies as incurred and has accrued fpratable and estimable settlements.

Employment Agreements

New CFO

The Company hired a new Chief Financial Officee(tCFO”) on January 23, 2012. In connection with his appoartt, the CFO received

an annual base salary of $175,000; (i) eligibifity bonus compensation; (iii) an option to puréh&s334 shares of the Compasigommo
stock, vesting over a period of three years, uritler2011 Plan, exercisable at a price of $103.50spare; and (iv) 334 shares of
Companys restricted common stock with a grant date valudamuary 23, 2012 of $34,500, which was recognimedediately. In addition,
the event that the CFO was terminated without measle cause, he would be entitled to a severangmgrat equal to six months of his b
salary at the time of termination. On February 2612, the CFO was granted a ten-year option tohase 1,667 shares of the Company
common stock, vesting over a period of three yaamgler the 2011 Plan, exercisable at a price oB&D0per share. See Note 8 — Equity
Stock Options.

See Note 12 — Subsequent Events for details refatégk voluntary termination of the Company’s CFO.

Operating Leases

The Company leases facilities in Folsom, Califorhias Vegas, Nevada and Raleigh, North Carolin&undneancelable operating leases.
the years ended December 31, 2013 and 2012, reens& was approximately $432,000 and $284,000ectsply, and was recorded o
straight line basis as part of general and admatige expenses within the statements of operations

In January 2012, the Company executed an@8th lease for 3,465 square feet of new headqsanffice space in Folsom, California. 1
lease commenced on March 30, 2012. The base remheaces at $6,757 per month and escalates to $@e838onth over the lease term. "
Company is entitled to pay no base rent during @it¢he 13th, 26th, and 39th months of the lease.

In February 2012, the Company executed a 37-mariiHesase for the remaining term of its Las Vegasyadla office space. The sldase rer
income commenced at $8,983 per month and escadta®2818 per month over the lease term. Duringhhee months ended March 31, 2(
the Company recognized a charge of $155,000, iedud general and administrative expense in therapanying statements of operatic
which brought the deferred rent liability up to thggregate differential between the lease expendesablease income over the life of
leases.

In February 2012, the Company executed a newyfaar-lease for 5,772 square feet of office spadealeigh, North Carolina. The base |
commences at $7,922 per month and escalates t07@lper month over the lease term. The lease centm option which permits {
Company to terminate the lease on January 31, 20&8ided that the Company pay $102,795 and pravide months written advance notice.

During the fourth quarter of 2013, the Company aséal its subtenant from its obligations under the Vegas, Nevada suldase and tf

Company abandoned the leased premises. As a rdsalCompany established an accrual for the remgif5266,703 rent liability as
December 31, 2013.

F- 30




Rackwise, Inc. and Subsidiary
Notes to Consolidated Financial Statements

Note 11 — Commitments and Contingencies — Continued

Operating Leases Continued

Future minimum payments required under the opagatiases are as follows:

Years Ending December 31:

2014 $ 378,77
2015 224,95
2016 90,59:
2017 46,31
Thereafter -
Total $ 740,63:

Note 12— Subsequent Events

The Company evaluates events that have occurred thit balance sheet date but before the finastaédéments are issued. Based upol
evaluation, the Company did not identify any redegd or nonrecognized subsequent events that would have estjéurther adjustment
disclosure in the consolidated financial statememtsept for as noted below.

Departure of CFO

On January 21, 2014, the CompanyCFO and Secretary notified the Company of hidsiétet to resign, effective January 31, 2014.
Companys President, Chief Executive Officer and Chairmathe Board of Directors will assume the additior@é of interim Chief Financi
Officer, effective January 31, 2014, pending ace#or a replacement.

Conversion of Shareholder Advances

on February 21, 2014, the Company issued an aggred#®20,000 units consisting of an aggregate2sf,®0 shares of common stock
five-year warrants to purchase an aggregate of 620}@@s of common stock at an exercise price of $pesGshare to two shareholder:
consideration of their conversion of $310,000 ofattes at a price of $0.50 per unit.

Conversion of Offering Notes

On March 10, 2014, the Company entered into an Aleérand Restated Agreement (the “Amended Agreemeiitfi Black Diamond an
NavRACK, the Purchasers under the Units Offeringe Amended Agreement amends an agreement amoiyutbkasers dated as of Au¢
9, 2013 (the “Original Agreement”).

The Original Agreement provided Black Diamond aralVRACK with the right to convert the Offering Notéscluding all accrued interest ¢
thereon, into 2,551,258 shares of or common statlich amount would have represented upon issuab&e & the Companyg outstandin
shares immediately following the Company’s Rev&pht. Upon any such conversion, the Offering Watsavere to be cancelled.

The Amended Agreement requires Black Diamond andRA&K to immediately convert the Offering Notesdran aggregate of 5,551,236
shares of common stock at which time the Offerimged and Offering Warrants shall be cancelled dadkiBDiamond and NavRACK shall
release and terminate their security interesténGbmpany’s assets which resulted from the purcbitfee Offering Notes.

Termination of Customer Agreement

Effective February 19, 2014, Intel Corporation (8Fi) terminated the December 5, 2011 Software Integradiod License Agreement (
“Agreement”) between the Company and Intel for payment of software license royalties in the apjpnate amount of $463,000. T
termination requires the Company to cease all tiseindirect exercises of license rights under Alggeement, except as necessary to su
the Company'’s few existing customers who have presly installed and are using the Intel DCM sofivar
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ration
ions
(Pursuant to NRS 78.385 and 78.390 - After Issuance of Stock)

1. Name of corporation:
| Rackwise, Inc.

E The amcles ha\re been amended as fullows :pmwde article numbers. |t' availabile)

Article 3 of the Articles of Incorporation of the Corporation has been amended as set ﬁ:urth in Exh:bﬂ A
attached hereto and made a part hereof by this reference.

3. The vote by which the stockholders holding shares in the corporation entitling them to exercise
a least a majority of the voting power, or such greater proportion of the voting power as may be
required in the case of a vote by classes or series, or as may be required by the provisions of the
articles of incorporation® have voted in favor of the amendment is: ' '50.3% :

4. Effective date and time of filing: (optional) Date: | - Time:
{must net be kater than 90 days after the ne-rhﬁr.ai& Is I'ile-d]-
5, Signature: (required)

x bt

Slgnature of Officer

*If any proposed amendment would after or change any preference o any relative or other night given to any class or senes of
cutstanding shares, then tha amendment must be approved by the vote, in addition to the affimative vote otherwise required, of
the holders of shares represanting a majority of the voting power of each clzss or series affacted by the amendment regardless to
lemitations or rastrickons on the voting power thereof.

IMPORTANT: Failure to include any of the above information and submit with the proper fees may cause this filing to be rejected.

This Form must e accompanied by aporopriaie feoes, Heuada ry of m:wgr_y_‘-:
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Exhibit A

Article 3 of the Corporation's Articles of Incorporation shall be amended and restated in fis entirety to read follows:

“3. Authorized Stock:

(a)

(b)

The Corporation is awthorized to issuc two classes of stock, to be designated, respectively, “Common Stock”™ and
“Preferred Stock.” The total number of shares that the Corporation is authorized fo issue is three hundred and ten miltion
(310,000,000) shares, of which three hundred million (300,000,000) shares shall be Common Stock, each having a par
value of $0.0001, and ten million { 10,000,000) shares shall be Preferred Stock, each having a par value of S0.0001.

The Board of Directors shall have authority to prescribe and provide for, by resolution or resolutions adopred by the Board
of Directors, the issuance of Preferred Stock from time to time in one or more classes and/or series, the distinguishing
designation for each class or series of Preferred Stock, the number of each class or serics of Preferred Stock and the voting
powers, designations, preferences and relative, participating, optional or other rights of each class or series of Prefered
Stock, and the qualifications, limitations or restrictions, if any, thereof, and to increase or decrease the number of shares of
any class or series of Preferred Stock subsequent to the issuance of shares of that class or series, but not below the number
of shares of such class or series then outstanding, all to the full exient permitted by the Nevada Private Corporation Law,
or any successor law(s) of the State of Nevada. In case the number of shares of any series shall be decreased in accordance
with the foregoing sentence, the shares constituting such decrease shall resume the status thet they had prior to the
adoption of the resolution originally fixing the number of shares of such series. Without limiting the generality of the
foregoing, any of the voting powers, designations, preferences, rights and qualifications, limitations or restrictions of a
class or series of Preferred Stock, and any rate, condition or time for payment of distributions on any class or series of
Preferred Stock, may be made dependent upon any fact or event which may be ascertained outside these Articles of
Tneorperation or the resolution adopted by the Board of Directors if the manner in which such fact or event may operate is
stated in the resolution. As used in this paragraph, "fact or event” includes, without limitation, the existence of a fact or
occurrence of an event, including, without limitation, a determination or action by a persen, the Corporation itself or any
govemment, governmental agency or political subdivision of a government,”
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EXHIBIT 10.18
RACKWISE, INC.
2013 EQUITY INCENTIVE PLAN

1. PURPOSEThe Rackwise, Inc. 2013 Equity Incentive Plan has tomplementary purposes: (a) to attract andn
outstanding individuals to serve as officers, emeés, directors, consultants and advisors to thepaay and its Affiliates, and (b) to incre
stockholder value. The Plan will provide particifgmimcentives to increase stockholder value byriifethe opportunity to acquire shares of
Companys Common Stock or receive monetary payments basdtleovalue of such Common Stock, on the potewtfaorable terms th
this Plan provides.

2. EFFECTIVE DATE. The Plan shall become effective and Awards magrbated on and after December 18, 2013
“Effective Date”),subject to approval of the Plan by the stockholddéithe Company within twelve (12) months after Eféective Date. An
Awards granted under the Plan prior to such stodér@pproval shall be conditioned on such approval

3. DEFINITIONS.Capitalized terms used in this Plan have the fahgwneanings:

(a) “Affiliate” means any entity that, directly or through one aremintermediaries, is controlled by, controls,i®unde
common control with, the Company within the meanifigCode Sections 414(b) or (c), provided thatagplying such provisions, the phr
“at least fifty percent (50%)” shall be used inqdaf “at least eighty percent (80%)” each pla@pjtears therein.

(b) “Award” means a grant of Options (as defined below), Styglreciation Rights (as defined in Section 3(w)ewnd),
Performance Shares (as defined in Section 3(p)ofjerRestricted Stock (as defined in Section 3(@)ebf), or Restricted Stock Units
defined in Section 3(t) hereof).

(c) “Bankruptcy”shall mean (i) the filing of a voluntary petitiomder any bankruptcy or insolvency law, or a patitior the
appointment of a receiver or the making of an assint for the benefit of creditors, with respecthte Participant, or (ii) the Participant be
subjected involuntarily to such a petition or assignt or to an attachment or other legal or eqlatatierest with respect to the Participant’
assets, which involuntary petition or assignmenatachment is not discharged within 60 days aftedate, and (iii) the Participant be
subject to a transfer of its Issued Shares by diperaf law (including by divorce, even if not ingent), except by reason of death.

(d) “Board” means the Board of Directors of the Qamy.

(e) “Change of Controlshall be deemed to have occurred as of the firgtht any one or more of the following conditi
is satisfied, including, but not limited to, thgsing of documents by all parties and approvallbsegulatory agencies, if required:

(i) The stockholders approve a plan of completeitigtion or dissolution of the Company; or

(i) The consummation of (A) an agreement for thée r disposition of all or substantially all dfet Companyg
assets (other than to an Excluded Person (as dédfiglew)), or (B) a merger, consolidation or rearigation of the Compai
with or involving any other corporation or othegé#é entity, other than a merger, consolidationemrganization that wou
result in the holders of voting securities of then@pbany outstanding immediately prior thereto caritig to hold (either
remaining outstanding or by being converted intingpsecurities of the surviving entity), at lefifity percent (50%) of th
combined voting power of the voting securitiested Company (or such other surviving entity) outdiag immediately afte
such merger, consolidation or reorganization.




An Excluded Person means: (i) the Company or angsofffiliates, (ii) a trustee or other fiduciatylding securities under any emplo
benefit plan of the Company or any of its Affiliatdiii) an underwriter temporarily holding secig# pursuant to an offering of such secur
or (iv) a corporation owned, directly or indireGtlyy the stockholders of the Company in substdpnttak same proportions as their owner
of stock in the Company.

Notwithstanding the foregoing, with respect to awaid that is considered deferred compensation sulbe Code Section 409A, if t
definition of “Change of Controlfesults in the payment of such Award, then sucmiiein shall be amended to the minimum extent ssagy
if at all, so that the definition satisfies the uegments of a change of control under Code Sed&i9A.

(f) “Code” means the Internal Revenue Code of 1986, as ameAdgdeference to a specific provision of the Caugude:
any successor provision and the regulations proatetgunder such provision.

(9) “Committee”means the Compensation Committee of the Board énicaessor committee with similar authority) ona
such committee is named by the Board, then it shalin the Board.

(h) “Common Stock” means the Common Stock of then@any, par value $0.0001 per share.
(i) “Company” means Rackwise, Inc., a Nevada capon, or any successor thereto.

() “Exchange Act’means the Securities Exchange Act of 1934, as amdefidm time to time. Any reference to a spe
provision of the Exchange Act shall be deemed ¢tute any successor provision thereto.

(k) “Fair Market Value"means, per Share on a particular date, the valdetasmined by the Committee using a reasol
valuation method within the meaning of Code Sec#iffA, based on all information in the Compangbssession at such time, or if applic:
the value as determined by an independent appisetested by the Board or Committee.

() “Issued Shares” means, collectively, all outstiag Shares issued pursuant to an Award and aib@ghares.

(m) “Option” means the right to purchase Sharea stated price upon and during a specified timeatihs” may either b
“incentive stock options” which meet the requirertsest Code Section 422, or “nonqualified stock ops’ which do not meet the requireme
of Code Section 422.

(n) “Option Shares” means outstanding Shares tkeat Wgsued to a Participant upon the exercise @iion.

(o) “Participant’means an officer or other employee of the Compariis d\ffiliates, or an individual that the Compaay ar

Affiliate has engaged to become an officer or erygdy or a consultant or advisor who provides sesvito the Company or its Affiliate
including a non-employee director of the Board, mhihe Committee designates to receive an Award.




(p) “Performance Sharesiieans the right to receive Shares to the extenttmpany, Subsidiary, Affiliate or other busir
unit and/or Participant achieves certain goals ttte@Committee establishes over a period of tinreeGbmmittee designates.

(q) “Permitted Transfereetheans, in connection with a transfer made for Hate estate planning purposes, either duri
Participants lifetime or on death by will or intestacy, to s her spouse, child (natural or adopted), or @timer direct lineal descendant
such Participant (or his or her spouse) (all of finegoing collectively referred to as “family meerk”), or any other relative approv
unanimously by the Board of Directors of the Compa any custodian or trustee of any trust, pastmg or limited liability company for tt
benefit of, or the ownership interests of which anaed wholly by, such Participant or any such fanmembers.

() “Plan” means this Rackwise, Inc. 2013 Equitgdntive Plan, as amended from time to time.

(s) “Restricted Stockineans Shares that are subject to a risk of for&eitund/or restrictions on transfer (including bot
limited to stock grants with the recipient havirige tright to make an election under Section 83(b)hef Code), which may lapse upon
achievement or partial achievement of performaruadsgduring a specified period and/or upon the detigm of a period of service or upon
occurrence of other events, as determined by tmenditice.

(t) “Restricted Stock Unitmeans the right to receive a Share, or a cash payitie amount of which is equal to the |
Market Value of a Share, which is subject to a o$lkorfeiture which may lapse upon the achievenmnpartial achievement of performa
goals during a specified period and/or upon thepletion of a period of service or upon the occuce=nf other events, as determined by
Committee.

(u) “Securities Act” means the Securities Act o839as amended, and the rules and regulationsuthde.
(v) “Share” means a share of Common Stock.

(w) “Stock Appreciation Right” or “SAR’means the right of a Participant to receive castl/ax Shares with a Fair Marl
Value, equal to the excess of the Fair Market Valua Share over the grant price.

(x) “Subsidiary” means any corporation in an unbroken chain of catfims beginning with the Company if each of
corporations (other than the last corporation i thain) owns stock possessing more than fifty grer¢50%) of the total combined vot
power of all classes of stock in one of the ottwporations in the chain.

(y) “10% Owner-Employee’means an employee who, at the time an incentivek stption is granted, owns (directly
indirectly, within the meaning of Code Section 484 (more than ten percent (10%) of the total corthimoting power of all classes of stocl
the Company or of any Subsidiary.

4. ADMINISTRATION .

(a) Committee AdministrationThe Committee has full authority to administds tRlan, including the authority to (i) interg
the provisions of this Plan, (ii) prescribe, amerd rescind rules and regulations relating to Bian, (iii) correct any defect, supply ¢
omission, or reconcile any inconsistency in any Advar agreement covering an Award in the mannertarttie extent it deems desirabl
carry this Plan into effect, and (iv) make all atlteterminations necessary or advisable for theimdiration of this Plan. All actions
determinations of the Committee are made in ite siidcretion and will be final and binding on amsrgon with an interest therein. If at
time the Committee is not in existence, the Boa@alsadminister the Plan and references to the Citterin the Plan shall mean the Board.




(b) Delegation to Committees or Officer$o the extent applicable law permits, the Boaay melegate to another commi
of the Board or to one or more officers of the Camy or the Committee may delegate to a coitmmittee, any or all of the authority ¢
responsibility of the Committee. If the Board orm@mittee has made such a delegation, then all rfeseto the Committee in this Plan incl
such committee, sub-committee or one or more affite the extent of such delegation.

(c) No Liability . No member of the Committee or the Board, and mdividual or officer to whom a delegation un
subsection (b) has been made, will be liable for @et done, or determination made, by the individaigyood faith with respect to the Plar
any Award. The Company will indemnify and hold h&ss such individual to the maximum extent thatltve and the Compang’bylaw:
permit.

5. DISCRETIONARY GRANTS OF AWARDS . Subject to the terms of this Plan, the Commitiag full power and authority to:
designate from time to time the Participants teiee Awards under this Plan; (b) determine the type/pes of Awards to be granted to €
Participant; (c) determine the number of Shares wéspect to which an Award relates; and (d) detegrany terms and conditions of i
Award including but not limited to permitting theldrery to the Company of Shares or the relinquishirof an appropriate number of ves
Shares under an exercisable Option in satisfactigrart of all of the exercise price of, or withtimlg taxes with respect to, an Award. Aws
may be granted either alone or in addition toaimdem with, or in substitution for any other Awdod any other award granted under anc
plan of the Company or any Affiliate). The Commite designation of a Participant in any year will nequire the Committee to desigr
such person to receive an Award in any other year.

6. SHARES RESERVED UNDER THIS PLAN.

(a) Plan Reserve An aggregate of One Million Two Hundred Thousgh@00,000) Shares are reserved for issuance
this Plan, all of which may be issued as any fofrAward.

(b) Replenishment of Shares Under this Pldhan Award lapses, expires, terminates or isceded without the issuance
Shares or payment of cash under the Award, theiShia@es subject to or reserved for in respect ¢t #award, or the Shares to which s
Award relates, may again be used for new Award$etesrmined under subsection (a), including issuguesuant to incentive stock options
Shares are delivered to (or withheld by) the Comgparpayment of the exercise price or withholdiagds of an Award, then such Shares
be used for new Awards under this Plan as detedmineer subsection (a), including issuance pursiaaimicentive stock options. If Shares
issued under any Award and the Company subsequesatyjuires them pursuant to rights reserved upenssuance of the Shares, then
Shares may be used for new Awards under this Pathetermined under subsection (a), but excludiagaisce pursuant to incentive st
options.

(c) Evergreen Replenishment of Sharek addition, the number of Shares available &suance under this Plan s
automatically increase on Januar§ af each year for a period of nine (9) years comrimgnon January 1, 2014 and ending on (and incly
January 1, 2023, in an amount equal to the les@r 20 percent (20%) of the total number of sisapé Common Stock issued and outstan
on the last day of the immediately preceding figesdr, or (ii) such number of shares of Common IStscmay be established by the Board.

7. OPTIONS. Subject to the terms of this Plan, the Committéledetermine all terms and conditions of each i@mt including bu
not limited to:




(a) Whether the Option is an incentive stock optiora nonqualified stock option; provided that lre ttase of an incenti
stock option, if the aggregate Fair Market Valuetédmined at the time of grant) of the Shares wapect to which such option and all o
incentive stock options issued under this Plan (ardkr all other incentive stock option plans & @ompany or any Affiliate that is requirec
be included under Code Section 422) are first esabte by the Participant during any calendar yesteeds $100,000, such Op
automatically shall be treated as a nonqualifiedlsbption to the extent this limit is exceededlyGamployees of the Company or a Subsic
are eligible to be granted incentive stock options;

(b) The number of Shares subject to the Option;

(c) The exercise price per Share, which may ndebse than the Fair Market Value of a Share as ohitted on the date
grant; provided that an incentive stock option ¢gdrto a 10% OwneEmployee must have an exercise price that is at k@ hundred ti
percent (110%) of the Fair Market Value of a Sharehe date of grant;

(d) The terms and conditions of exercise, includitaghless exercise”; and

(e) The termination date, except that each Optiastrterminate no later than the tenth (10th) ansasy of the date of gre
and each incentive stock option granted to any OWaerEmployee must terminate no later than the fiftthYstnniversary of the date of gre

In all other respects, the terms of any incentiegels option should comply with the provisions ofdeoSection 422 except
the extent the Committee determines otherwise.

8. STOCK APPRECIATION RIGHTS . Subject to the terms of this Plan, the Commitidedetermine all terms and conditions
each SAR, including but not limited to:

(a) The number of Shares to which the SAR relates;

(b) The grant price, provided that the grant psball not be less than the Fair Market Value ofShares subject to the S,
as determined on the date of grant;

(c) The terms and conditions of exercise or maturit
(d) The term, provided that a SAR must terminatéater than the tenth (10th) anniversary of the dditgrant; and
(e) Whether the SAR will be settled in cash, Shares combination thereof.

9. PERFORMANCE SHARE AWARDS . Subject to the terms of this Plan, the Commitdedetermine all terms and conditions
each Performance Share Award, including but natéidnto:

(a) The number of Shares to which the PerformaheeeSAward relates;

(b) The terms and conditions of each Award, inalgdiwithout limitation, the selection of the perfance goals that must
achieved for the Participant to realize all or atipa of the benefit provided under the Award; and

(c) Whether all or a portion of the Shares subjed¢he Award will be issued to the Participant,heiit regard to whether t
performance goals have been attained, in the @f¢he Participant’s death, disability, retiremenibther circumstance.




10. RESTRICTED STOCK AND RESTRICTED STOCK UNIT AWAR DS. Subject to the terms of this Plan, the Committédk
determine all terms and conditions of each awamesftricted Stock or Restricted Stock Units, ingigdout not limited to:

(a) The number of Shares or Restricted Stock Waitghich such Award relates;

(b) The period of time over which, and/or the aideor conditions that must be satisfied so tha, risk of forfeiture and/
restrictions on transfer imposed on the Restri&dk or Restricted Stock Units will lapse;

(c) Whether all or a portion of the Restricted ®isaor Restricted Stock Units will be released framight of repurcha
and/or be paid to the Participant in the evenhefRarticipant’'s death, disability, retirement tites circumstance;

(d) With respect to awards of Restricted Stock,rtt@ner of registration of certificates for suchaf®&s, and whether to h
such Shares in escrow pending lapse of the ridkréditure, right of repurchase and/or restrictiamstransfer or to issue such Shares wit
appropriate legend referring to such restrictions;

(e) With respect to awards of Restricted Stock, timyedividends paid with respect to such Sharekbgiimmediately paid
held in escrow or otherwise deferred and whetheh glividends shall be subject to the same termscanditions as the Award to which tt
relate; and

(f) With respect to awards of Restricted Stock Bnivhether to credit dividend equivalent units égoathe amount ¢
dividends paid on a Share and whether such dividgpdlvalent units shall be subject to the samegend conditions as the Award to wt
they relate.

11. TRANSFERABILITY . Except as set forth in Section 15 hereof, eaclwrdwranted under this plan is not transferablerathar
by will or the laws of descent and distribution toma revocable trust, or as permitted by Rule @fthe Securities Act.

12. TERMINATION AND AMENDMENT

(a) Term. Subject to the right of the Board or Committegetioninate the Plan earlier pursuant to Sectiob)1 2(le Plan she
terminate on, and no Awards may be granted afeetahth (10th) anniversary of the Plan’s EffeciDege.

(b) Termination and AmendmenfThe Board or Committee may amend, alter, suspdisdpntinue or terminate this Plar
any time, provided that:

(i) the Board must approve any amendment of thesxRb the extent the Company determines such aabie
required by: (a) action of the Board, (b) applieabbrporate law, or (c) any other applicable lawube of a selfregulaton
organization;

(ii) stockholders must approve any of the followiRgn amendments: (a) an amendment to materiathgase ar
number of Shares specified in Section 6(a) (exasgiermitted by Section 14(a)) or expand the aassdividuals eligible t
receive an Award to the extent required by the Cdkde Company bylaws or any other applicable law, (b) any ¢
amendment if required by applicable law or the subé any selfregulatory organization, or (c) an amendment thatild
diminish the protections afforded by Section 12@pvided, that such stockholder approval may beinbd within 1.
months of the approval of such amendment by thedBoaCommittee.




(c) Amendment, Modification or Cancellation of Awardsxcept as provided in subsection (e) and sulgettte restrictions
this Plan, the Committee may modify or amend an rwa waive any restrictions or conditions applieatn an Award (including relating
the exercise, vesting or payment thereof), andCiimmittee may modify the terms and conditions ajaylie to any Award (including the ter
of the Plan), and the Committee may cancel any #warovided that the Participant (or any other peras may then have an interest in :
Award as a result of the Participatieath or the transfer of an Award) must consentriting if any such action would adversely afféot
rights of the Participant (or other interested yannder such Award. Notwithstanding the foregoitigg Committee need not obtain Partici
(or other interested party) consent for the amemdpmeodification or cancellation of an Award purstigo the provisions of Section 14(a)
the amendment or modification of an Award to theeekdeemed necessary to comply with any applicaile the listing requirements of ¢
principal securities exchange or market on whigh$hares are then traded, or to preserve favoagblaunting treatment of any Award for
Company.

(d) Survival of Committee Authority and Awardsotwithstanding the foregoing, the authority loé tCommittee to adminis
this Plan and modify or amend an Award, and théaity of the Board or Committee to amend this Pkrall extend beyond the date of
Plan’s termination. In addition, termination of this Plaill not affect the rights of Participants withspect to Awards previously grante«
them, and all unexpired Awards will continue inlfidrce and effect after termination of this Plawept as they may lapse or be terminate
their own terms and conditions.

(e) Repricing Prohibited Notwithstanding anything in this Plan to the cant, neither the Committee nor any other pe
may decrease the exercise price of any Optionegthnt price of any SAR nor take any action thauleh result in a deemed decrease o
exercise price or grant price of an Option or SARer Code Section 409A, after the date of grartepiin accordance with Section 1.409A-
(b)(5)(v)(D) of the Treasury Regulations (26 C.F,.Rr in connection with a transaction which is sidered the grant of a new Option or £
for purposes of Section 409A of the Code, provithed the new exercise price or grant price is as$ than the Fair Market Value of a Shar
the new grant date.

(f) Foreign Participation. To assure the viability of Awards granted to Rgrants employed or residing in foreign count
the Committee may provide for such special term& asay consider necessary or appropriate to acondane differences in local law,
policy or custom. Moreover, the Committee may apprsuch supplements to, or amendments, restateimealternative versions of this P
as it determines is necessary or appropriate fon gurposes. Any such amendment, restatement emative versions that the Commi
approves for purposes of using this Plan in a foreiountry will not affect the terms of this Plamm &iny other country.

13. TAXES.

(a) Withholding. In the event the Company or any Affiliate is riggd to withhold any foreign, federal, state ordbtaxes c
other amounts in respect of any income recognized Participant as a result of the grant, vestpayment or settlement of an Awarc
disposition of any Shares acquired under an Awtaiel Company may deduct (or require an Affiliatelealuct) from any payments of any k
otherwise due the Participant cash, or with theseahof the Committee, Shares otherwise deliverablesting under an Award, to satisfy s
tax obligations. Alternatively, the Company mayuieq such Participant to pay to the Company, irhcasomptly on demand, or make ol
arrangements satisfactory to the Company regattiegayment to the Company of the aggregate anafuany such taxes and other amo
required to be withheld. If Shares are deliveralglen exercise or payment of an Award, the Commitiag permit a Participant to satisfy al
a portion of the foreign, federal, state and logéhholding tax obligations arising in connectioittwsuch Award by electing to (a) have
Company withhold Shares otherwise issuable undeitlard, (b) tender back Shares received in comreetith such Award, or (c) deliv
other previously owned Shares; provided that thewarnto be withheld may not exceed the total minimforeign, federal, state and local
withholding obligations associated with the tranigascto the extent needed for the Company to aamidaccounting charge. If an electio
provided, the election must be made on or befoeedite as of which the amount of tax to be withheldetermined and otherwise as
Company requires. In any case, the Company may deiking payment or delivery under any Award if aauch tax may be pending unl
and until indemnified to its satisfaction.




(b) No Guarantee of Tax TreatmenNotwithstanding any provisions of the Plan, thempany does not guarantee to
Participant or any other person with an interestrimward that any Award intended to be exempt f@dode Section 409A shall be so exel
nor that any Award intended to comply with Codet®ec409A shall so comply, nor that any Award desigd as an incentive stock op
within the meaning of Code Section 422 qualifiesash, and neither the Company nor any Affiliatallsindemnify, defend or hold harmle
any individual with respect to the tax consequemdesy such failure.

14. ADJUSTMENT PROVISIONS; CHANGE OF CONTROL.

(a) Adjustment of Sharedf (i) the Company shall at any time be invohiach merger or other transaction in which the S¢
are changed or exchanged; (ii) the Company shbdiside or combine the Shares or the Company sheallare a dividend payable in Sha
other securities or other property; (iii) the Compahall effect a cash dividend the amount of wharha per Share basis, exceeds ten pe
(10%) of the Fair Market Value of a Share at thmeetithe dividend is declared, or the Company sHéceany other dividend or ott
distribution on the Shares in the form of casha oepurchase of Shares, that the Committee detesnhiy resolution is special or extraordir
in nature or that is in connection with a transacthat is a recapitalization or reorganizationoiming the Shares; or (iv) any other event ¢
occur, which, in the case of this subsection (ivthe judgment of the Committee necessitates arstdent to prevent dilution or enlargen
of the benefits or potential benefits intended éonttade available under this Plan, then, in each, the Committee shall, in such manner
may deem equitable, adjust any or all of: (w) thkenber and type of Shares subject to this Planygiafy the number and type of Shares
may be issued pursuant to incentive stock optidr$the number and type of Shares subject to andshg Awards, (y) the grant, purchase
exercise price with respect to any Award, andHi{g)gerformance goals established under any Award.

(i) In any such case, the Committee may also makeigion for a cash payment, in an amount deterchime the
Committee, to the holder of an outstanding Awar@xchange for the cancellation of all or a portidrthe Award (withot
the consent of the holder of an Award), effectitesach time as the Committee specifies (which maythe time suc
transaction or event is effective); provided thag auch adjustment to an Award that is exempt f@wde Section 409A sh
be made in a manner that permits the Award to naatto be so exempt, and any adjustment to an Athatdis subject
Code Section 409A shall be made in a manner thaplies with the provisions thereof. However, widspect to Awards
incentive stock options, no such adjustment maguikorized to the extent that such authority waaldse this Plan to viole
Code Section 422(b). Further, the number of Shsubgect to any Award payable or denominated in &harust always be
whole number.

(i) Without limitation, in the event of any reongaation, merger, consolidation, combination oreotlsimila
corporate transaction or event, whether or nottitoitisg a Change of Control, other than any sueamgaction in which tt
Company is the continuing corporation and in whteh outstanding Common Stock is not being convartedor exchange
for different securities, cash or other propertyany combination thereof, the Committee may preuidat awards, witho
limitation, will be assumed by the surviving coration or its parent, will have the vesting acceakdaor will be cancelle
with or without consideration, in all cases withthu consent of the Participant.




(iii) Notwithstanding the foregoing, in the caseao$tock dividend (other than a stock dividend @l in lieu of a
ordinary cash dividend) or subdivision or combioatiof the Shares (including a reverse stock sphtjjustment
contemplated by this subsection that are propat®shall nevertheless automatically be made dlseoflate of such sto
dividend or subdivision or combination of the Sisare

(b) Issuance or AssumptionNotwithstanding any other provision of this Plamd without affecting the number of Sh:
otherwise reserved or available under this Plagpimection with any merger, consolidation, acgoisiof property or stock, or reorganizati
the Committee may authorize the cancellation, witlwithout consideration, issuance, assumptioncoeleration of vesting of awards uj
such terms and conditions as it may deem apprepiiagll cases without the consent of the Paditip

(c) Change of Control Upon a Change of Control, the Committee maytsrdiscretion, determine that any or all outstag
Awards held by Participants who are then in thelegnpr service of the Company or any Affiliate dhadst or be deemed to have been e¢
in full, and:

(i) If the successor or surviving corporation (argnt thereof) so agrees, all outstanding Award#l ble assumed,
replaced with the same type of award with simitants and conditions, by the successor or survigorgoration (or pare
thereof) in the Change of Control. If applicablacle Award which is assumed by the successor oivaogvcorporation (c
parent thereof) shall be appropriately adjusteanédiately after such Change of Control, to applth® number and class
securities which would have been issuable to tidifsnt upon the consummation of such Changeaft@| had the Awai
been exercised or vested immediately prior to Tizdinge of Control, and such other appropriate &djrsts in the terms a
conditions of the Award shall be made.

(i) If the provisions of paragraph (i) do not appthen all outstanding Awards shall be cancellgafathe date «
the Change of Control and, at the option of the @ittee, may be exchanged for a payment in castoafdhares (which mi
include shares or other securities of any survidinguccessor entity or the purchasing entity grpgarent thereof) equal to:

(1) In the case of an Option or SAR, the excesthefFair Market Value of the Shares on the datthe
Change of Control covered by the vested portiothefOption or SAR that has not been exercised theeexercis
or grant price of such Shares under the Award;

(2) In the case of Restricted Stock Units, the Market Value of a Share on the date of the Chaf
Control multiplied by the number of vested unitaless otherwise provided in the Award agreementsanject t
the repurchase right set forth in Section 15 herzud

(3) In the case of a Performance Share Award, #ieNfarket Value of a Share on the date of the @Qkar
Control multiplied by the number of earned Shares.

(d) Parachute Payment Limitation

(i) Except as may be set forth in a written agrestnbgy and between the Company and the holder @éfveard, in the
event that the Compars/auditors determine that any payment or transfehé Company under the Plan to or for the be
of a Participant (a “Paymentivould be nondeductible by the Company for fedenabime tax purposes because of
provisions concerning “excess parachute payment€ode Section 280G, then the aggregate presdunt wd all Paymen
shall be reduced (but not below zero) to the Redlusmount (defined herein). For purposes of thisti®acl4(d), th
“Reduced Amount’shall be the amount, expressed as a present wahieh maximizes the aggregate present value ¢
Payments without causing any Payment to be nondibtkiby the Company because of Code Section 280G.




(i) If the Companys auditors determine that any Payment would be exuctible by the Company because of C
Section 280G, then the Company shall promptly gfieParticipant notice to that effect and a copthefdetailed calculatic
thereof and of the Reduced Amount, and the Paatitimay then elect, in his or her sole discretwinich and how much
the Payments shall be eliminated or reduced (as dsrafter such election the aggregate preseng wdlthe Payments equ
the Reduced Amount) and shall advise the Compamyritmg of his or her election within ten (10) dagf receipt of notic
If no such election is made by the Participant imittuch ten (10) day period, then the Company niagt evhich and ho'
much of the Payments shall be eliminated or reduyesdlong as after such election the aggregateepresalue of th
Payments equals the Reduced Amount) and shallyrtogf Participant promptly of such election. Forgmses of this Secti
14(d), present value shall be determined in acecm@lavith Code Section 280G(d)(4). All determinasiomade by tt
Companys auditors under this Section 14(d) shall be bigdipon the Company and the Participant and shathdge withil
sixty (60) days of the date when a Payment becopagsble or transferable. As promptly as practicdbllwing sucl
determination and the elections hereunder, the @omphall pay or transfer to or for the benefittlé Participant sut
amounts as are then due to him or her under thred?ld shall promptly pay or transfer to or for bemefit of the Participa
in the future such amounts as become due to hineilounder the Plan.

(iii) Except to the extent such payment was madmimection with a Change of Control, as a redulingertainty il
the application of Code Section 280G at the timeawfinitial determination by the Compasyauditors hereunder, it
possible that Payments will have been made by tmapany that should not have been made (an “Overpat/inor tha
additional Payments that will not have been madébyCompany could have been made (an “Underpayjneonsistent i
each case with the calculation of the Reduced Ambeareunder. In the event that the Comparguditors, based upon
assertion of a deficiency by the Internal ReveneryiSe against the Company or the Participantttiatuditors believe ha
high probability of success, determine that an Pagment has been made, such Overpayment shattdtedrfor all purpos
as a loan to the Participant which he or she skalhy to the Company, together with interest atalicable federal ra
provided in Code Section 7872(f)(2); provided, hware that no amount shall be payable by the Ppditito the Company
and to the extent that such payment would not redne amount subject to taxation under Code Sed@®9. In the eve
that the auditors determine that an Underpaymestolcaurred, such Underpayment shall promptly bd paitransferred t
the Company to or for the benefit of the Participdagether with interest at the applicable fedeeaé provided in Coc
Section 7872(f)(2).

(iv) For purposes of this Section 14(d), the ter@ofhpany” shall include affiliated corporations to the ex
determined by the auditors in accordance with Celgion 280G(d)(5).

15. STOCK TRANSFER RESTRICTIONS.

(a) Restriction on Transfer of Option®No Option shall be transferable by the Participstherwise than by will or by the la
of descent and distribution and all Options shalkelzercisable, during the Participant’s lifetimelyoby the Participant, or by the Participant’
legal representative or guardian in the event efRlarticipant incapacity. The Participant may elect to desigrabeneficiary by providit
written notice of the name of such beneficiaryite Company, and may revoke or change such designattiany time by filing written noti
of revocation or change with the Company, and ach $eneficiary may exercise the Participant’s @ptn the event of the Participasieat
to the extent provided herein. If the Participanésl not designate a beneficiary, or if the deseghbeneficiary predeceases the Participan
legal representative of the Participant may exerdise Option in the event of the Participantieath to the extent provided her
Notwithstanding the foregoing, the Committee, mdble discretion, may provide in the Award agredmegarding a given Option that
Participant may transfer, without consideration tfog transfer, his or her Options to members ofohiker immediate family, to trusts for
benefit of such family members, or to partnershimps/hich such family members are the only partnpreyided that the transferee agree
writing with the Company to be bound by all of tkems and conditions of this Plan and the apple&hption.
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(b) Issued SharesNo Issued Shares shall be sold, assigned, traedfepledged, hypothecated, given away or in ghgi
manner disposed of or encumbered, whether voliytariby operation of law, unless such transfemicompliance with the terms of 1
applicable Award, all applicable securities lawgcliding, without limitation, the Securities Actdathe Exchange Act), and with the terms
conditions of this Section 15. In connection witly groposed transfer, the Committee may requirdrdresferor to provide at the transfesor’
own expense an opinion of counsel to the transi@ndrthe Company, satisfactory to the Committes, shch transfer is in compliance with
foreign, federal and state securities laws (inelgdiwithout limitation, the Securities Act). Anytamnpted disposition of Issued Shares n
accordance with the terms and conditions of thigti8e 15 shall be null and void, and the Comparslisiot reflect on its records any cha
in record ownership of any Issued Shares as atrekahy such disposition, shall otherwise refuseeicognize any such disposition and ¢
not in any way give effect to any such dispositidhssued Shares.

(c) Legends. The Company may cause a legend or legends tauberpany certificates for shares to make apprtg
references to any applicable legal restrictiongransfer.

(d) Adjustments for Changes in Capital Structul& as a result of any reorganization, recapation, reclassification, sto
dividend, stock split, reverse stock split or othinilar change in the outstanding Shares of the@amy, the outstanding Shares are incre
or decreased or are exchanged for a different numblend of shares of the Compansystock, the restrictions contained in this Sectibrshal
apply with equal force to additional and/or suloséitsecurities, if any, received by Participantekthange for, or by virtue of his or
ownership of, Issued Shares.

16. MISCELLANEOQUS.

(a) Other Terms and ConditionsThe grant of any Award under this Plan may akssibject to other provisions (whethe
not applicable to the Award awarded to any othetié?pant) as the Committee determines appropritbject to any limitations imposed in
Plan.

(b) Code Section 409AThe provisions of Code Section 409A are incorfgatdnerein by reference to the extent necessa
any Award that is subject to Code Section 409Aamgly therewith.

(c) Employment or ServiceThe issuance of an Award shall not confer up@&agicipant any right with respect to contin

employment or service with the Company or any Adfd, or the right to continue as a consultanticeatior. Unless determined otherwise
the Committee, for purposes of the Plan and all &zathe following rules shall apply:
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(i) a Participant who transfers employment betwisenCompany and any Affiliate, or between Affiligtavill not be
considered to have terminated employment;

(i) a Participant who ceases to be a consultaghtjsar or nonemployee director because he or she becom
employee of the Company or an Affiliate shall netdonsidered to have ceased service with respeetytddward until suc
Participant’s termination of employment with ther@many and its Affiliates;

(iii) a Participant who ceases to be employed by @ompany or an Affiliate of the Company and imragéely
thereafter becomes a nemployee director of the Company or any Affiliabe,a consultant to the Company or any Affili
shall not be considered to have terminated employmastil such Participand’ service as a director of, or consultant to
Company and its Affiliates has ceased; and

(iv) a Participant employed by an Affiliate will lm®nsidered to have terminated employment when entity cease
to be an Affiliate of the Company.

Notwithstanding the foregoing, with respect to amafd subject to Code Section 409A, a Participaatl ke considered to have terminz
employment (where termination of employment triggeayment of the Award) upon the date of his séjpardrom service within the meani
of Code Section 409A.

(d) No Fractional Shares No fractional Shares or other securities maysseed or delivered pursuant to this Plan, an
Committee may determine whether cash, other seeudr other property will be paid or transferradieu of any fractional Shares or ot
securities, or whether such fractional Shares loerasecurities or any rights to fractional Shanesther securities will be canceled, termini
or otherwise eliminated.

(e) Unfunded Plan This Plan is unfunded and does not create, aodldgimot be construed to create, a trust or sepduat
with respect to this Plas’benefits. This Plan does not establish any fatycielationship between the Company and any Raatic. To th
extent any person holds any rights by virtue ofAavard granted under this Plan, such rights are neatgr than the rights of the Company’
general unsecured creditors.

(f) Requirements of LawThe granting of Awards under this Plan and tkseasce of Shares in connection with an Awart
subject to all applicable laws, rules and regufatiand to such approvals by any governmental agecinational securities exchanges as
be required. Notwithstanding any other provisioriheé Plan or any award agreement, the Companynddisbility to deliver any Shares uni
this Plan or make any payment unless such delivepayment would comply with all applicable lawsdahe applicable requirements of .
securities exchange or similar entity. In such ¢vidre Company may substitute cash for any Shaotfi@rwise deliverable hereunder witt
the consent of the Participant or any other person.

(g) Governing Law This Plan, and all agreements under this Plaad| bb construed in accordance with and governeth¢
laws of the State of California, without refererioeany conflict of law principles. Any legal acti@n proceeding with respect to this Plan,
Award or any award agreement, or for recognitiod enforcement of any judgment in respect of thenPany Award or any award agreem
may only be brought and determined in a courtrgjtin the State of California.

(h) Limitations on Actions Any legal action or proceeding with respect ts thlan, any Award or any Award agreem

must be brought within one year (365 days) afterdy the complaining party first knew or shoulgéinown of the events giving rise to
complaint.
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(i) Construction. Whenever any words are used herein in the masguliey shall be construed as though they weré in
the feminine in all cases where they would so gpgiygl wherever any words are used in the singulptuval, they shall be construed as thc
they were used in the plural or singular, as ttseeaay be, in all cases where they would so afjitlgs of sections are for general informa
only, and the Plan is not to be construed withresfee to such titles.

() Severability. If any provision of this Plan or any award agreemor any Award (i) is or becomes or is deemetie
invalid, illegal or unenforceable in any jurisdanti, or as to any person or Award, or (ii) wouldadialify this Plan, any award agreement or
Award, then such provision should be construedemnted amended to conform to applicable laws, rcdinnot be so construed or deel
amended without, in the determination of the Cortewit materially altering the intent of this Plawaad agreement or Award, then s
provision should be stricken as to such jurisdittigerson or Award, and the remainder of this Pdash award agreement and such Award
remain in full force and effect.

* k k kK
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CERTIFICATION

On behalf of the Company, the undersigned herefifies that this Rackwise, Inc. 2013 Equity IndeatPlan has been approved by the B
of Directors of the Company as of December 18, 2013

RACKWISE, INC.
By: /sl Guy A. Archbols

Name: Guy A. Archbold
Title: President and Chief Executive Offic




EXHIBIT 31.1
CERTIFICATIONS

I, Guy A. Archbold, certify that:

1.

2.

| have reviewed this Annual Report on Forn-K of Rackwise, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#tate a material fact necessary t
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaortee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigit occurred during the most recent
fiscal quarter (the registrant’s fourth fiscal ofeay covered by this report that has materiallyetiéd, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; a

The registrant’s other certifying officers anldave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

(a) All significant deficiencies and material weaks in the design or operation of internal cordxk@r financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reportin

Date: April 15, 2014 /sl Guy A. Archbol

Guy A. Archbold
Principal Executive Office




EXHIBIT 31.2
CERTIFICATIONS

I, Guy A. Archbold, certify that:
1. 1 have reviewed this Annual Report on Forn-K of Rackwise, Inc

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, néauisg with respect to t

period covered by this repo

3. Based on my knowledge, the financial statements,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registran$ other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaortee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigit occurred during the most recent
fiscal quarter (the registrant’s fourth fiscal ofeay covered by this report that has materiallyetiéd, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; a

5. The registran$ other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobmver financie
reporting, to the registrant’s auditors and theitacemmittee of registrand’ board of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and material weaks in the design or operation of internal cordxk@r financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reportin

Date: April 15, 2014 /sl Guy A. Archbol
Guy A. Archbold
Interim Principal Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Rackwigg.I(the “Company”) on Form 10-K for the year endEtember 31, 2013 as filed with the
Securities and Exchange Commission on the date@h@he “Report”), I, Guy A. Archbold, Chief Exedué Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the Sarbanes-Oxley Act @22@hat;

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; an

2. The information contained in the Report fairly mets, in all material respects, the financial ctiadi and results
operations of the Compar

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.

Date: April 15, 2014 /sl Guy A. Archbols
Guy A. Archbold
Interim Principal Financial Office




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Rackwigg.I(the “Company”) on Form 10-K for the year endEtember 31, 2013 as filed with the
Securities and Exchange Commission on the dateh@he “Report”), I, Guy A. Archbold, interim CHi€&inancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agpsstbpursuant to Section 906 of the Sarbanes-Oxtewpf 2002, that;

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; an

2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results «
operations of the Compar

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.

/sl Guy A. Archbolr
Name: Guy A. Archbolc
Title: Interim Chief Financial Office

Date: April 15, 2014




