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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DHE SECURITIES EXCHANGE ACT OF 19:

For the quarterly period end&etptember 30, 2013
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy OHE SECURITIES EXCHANGE ACT OF 19:

For the transition period from to

Commission File Number:000-54519

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

Nevada 27-0997534
(State or other jurisdiction of incorporation oganization ) (I.R.S. Employer Identification No.)

2365 Iron Point Road, Suite 190, Folsom, CA 95630
(Address of principal executive offices)(Zip Code)

(916) 984-6000
(Registrant’s telephone number, including area rode

(Former name, former address and former fiscal ifedranged since last report)

Indicate by check mark whether the registrant @l filed all reports required to be filed by Sewti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstebrter period that the registrant was requirefilécsuch reports), and (2) has been sul
to such filing requirements for the past 90 dayées No O
Indicate by check mark whether the registrant hdwnitted 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 precedif@grionths (c
for such shorter period that the registrant wasired to submit and post such files). Ye&s No[l
Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-acelerated filer, or a smaller repori
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportincompany” in Rule 12t2 of the Exchanc
Act.

Large accelerated fil(d Accelerated fileid

Notr-accelerated file[d (Do not check if a smaller reporting compa Smaller reporting compar[x]

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

As of November 15, 2013 there were 450,781 shdrsedssuer’'s common stock outstanding.
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Rackwise, Inc. and Subsidiary
Condensed Consolidated Balance Sheets

September 30 December 31
2013 2012
(unaudited)
Assets
Current Assets
Cash $ 37,832 $ 16,799
Accounts receivable, net of allowance for factoriegs of $3,581 and $117,391,
respectively 60,048 430,500
Deferred financing costs, n 310,616 68,344
Prepaid expenses and other current a: 12,608 54,245
Total Current Asset 421,104 569,888
Property and equipment, r 211,156 303,825
Intangible assets, n 69,166 127,063
Deposits and other assi 55,847 55,847
Total Assets $ 757,273 $ 1,056,62:
Liabilities and Stockholders' Deficiency
Current Liabilities:
Accounts payabl $ 2,268,417 $ 2,211,56¢
Accounts payabl- related partie 140,000 54,497
Due to factol 892,746 939,953
Accrued expense 2,457,41¢ 2,171,90¢
Accrued issuable equi 1,990 57,750
Accrued interes 99,714 58,520
Accrued interes- related partie 83,951 22,988
Notes payabli 608,945 1,281,97:
Notes payabl+- related parties, ni 1,967,41¢ 226,972
Short term advance 310,000 -
Current portion of deferred re 43,405 99,609
Deferred revenue 660,840 668,086
Total Current Liabilities 9,534,83¢ 7,793,821
Deferred rent, nc-current portior 115,865 83,305
Total Liabilities 9,650,704 7,877,12¢
Commitments and Contingenci
Stockholders' Deficiency
Preferred stock, $0.0001 par value;
authorized - 10,000,000 shares;
issued and outstandi- none - -
Common stock, $0.0001 par value;
authorized - 1,000,000 shares;
issued and outstanding - 450,781
and 357,780 shares, respecti 45 36
Additional paic¢-in capital 39,222,51¢ 36,659,56¢
Accumulated defici (48,115,99C (43,480,10%
Total Stockholders' Deficienc (8,893,431 (6,820,503
Total Liabilities and Stockholders' Deficien $ 757,273 $ 1,056,62¢

See Notes to these Condensed Consolidated Fin&tatgiments




Rackwise, Inc. and Subsidiary
Condensed Consolidated Statements of Operations

Revenues
Direct cost of revenue
Gross Profi
Operating Expenses
Sales and marketir
Research and developmt
General and administrati
Total Operating Expenst
Loss From Operatior
Other (Expense) Income
Interest
Amortization of debt discour
Amortization of deferred financing cos
Loss on extinguishmel
Other income
Total Other Expens
Net Loss

Net Loss Per Common Sheé- Basic and Dilute:
Weighted Average Number of Common Shares
Outstandin¢- Basic and Dilutet

See Notes to these Condensed Consolidated Fin&tatgiments

(unaudited)

For The Three Months For The Nine Months

Ended September 30 Ended September 30

2013 2012 2013 2012
$ 527,21C $ 545,85¢ $ 1,491,582 $ 2,422,497
184,771 256,463 464,831 374,760
342,439 289,396 1,026,751 2,047,737
274,025 1,214,102 1,150,28: 3,626,16¢
329,858 590,547 1,201,112 1,790,091
544,834 919,739 1,672,24¢ 3,425,794
1,148,717 2,724,38¢ 4,023,64( 8,842,05:
(806,278 (2,434,992 (2,996,889 (6,794,316
(292,489 (167,787 (776,813 (279,057
(191,585 (165,121 (199,500 (598,454
(101,521 (20,372 (131,247 (20,372
- (113,925 (531,436 (113,925
- - - 3,368
(585,595 (467,205 (1,638,996 (1,008,44C
$ (1,391,873 $ (2,902,197 $ (4,635,885 $ (7,802,756
$ (3.15 $ (9.02 $ (11.53 $ (24.33
442,451 321,915 402,061 320,686




Rackwise, Inc. and Subsidiary

Condensed Consolidated Statement of Changes in Skbolders' Deficiency
For The Nine Months Ended September 30, 2013

Balance- December 31, 201

Issuance of common stock and
warrants private placement, n

Issuance of accrued equ

Stoclk-based compensatic

Conversion of notes and accrued interest
into common stock and warrai

Issuance of common stock in satisfaction
of accounts payab

Beneficial conversion feature related to
convertible notes payat

Impact of share rounding as a result of
reverse stock spl

Net loss

Balance- September 30, 201

(unaudited)
Additional
Common Stock Paid-In Accumulated
Shares Amount Capital Deficit Total
357,78C $ 36 $ 36,659,56€ $ (43,480,105 $ (6,820,503
3,334 - 129,999 - 129,999
1,417 - 10,583 - 10,583
- - 297,203 - 297,203
29,913 3 1,311,16¢ - 1,311,172
57,778 6 129,994 - 130,000
- - 684,00C - 684,000
559 - - - -
- - - (4,635,885 (4,635,885
450,781 $ 45 $ 39,222,514 $ (48,115,99C $ (8,893,431

See Notes to these Condensed Consolidated Fin&tatgiments




Rackwise, Inc. and Subsidiary
Condensed Consolidated Statements of Cash Flows

(unaudited)
For The Nine Months Ended
September 30
2013 2012
Cash Flows From Operating Activities
Net loss $ (4,635,885 $ (7,802,756
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 161,310 177,895
Loss on sale of fixed ass¢ - 5,837
Stoclk-based compensation | 252,026 1,491,54:
Cancellation of shares pursuant to settlement aggat - (57,000
Loss on extinguishmei 531,436 113,925
Amortization of debt discout 199,500 598,454
Amortization of deferred financing cos 131,247 20,372
Deferred ren (23,644 163,734
Changes in operating assets and liabilit
Accounts receivable, n 370,452 79,301
Prepaid expenses and other current a: 41,637 25,573
Deposits and other assi - (33,715
Accounts payabl 186,849 1,189,32:
Accounts payabl- related partie 85,503 (3,090
Accrued expense 285,508 340,299
Accrued interes 81,008 -
Accrued interes—related partie 60,963 9,357
Deferred revenue (7,246 60,695
Total Adjustments 2,356,54¢ 4,182,502
Net Cash Used in Operating Activities (2,279,336 (3,620,254
Cash Flows From Investing Activities
Acquisition of property and equipme (3,905 (283,493
Acquisition of intangible asse (6,839 (166,268
Net Cash Used in Investing Activities (10,744 (449,761
Cash Flows From Financing Activities
Proceeds from issuance of common stock and warnagtt$2] 129,999 1,515,22¢
Proceeds from convertible notes paye- related partie 1,661,38¢ 175,00C
Proceeds from convertible notes paye - 405,00C
Proceeds from short term advan 310,000 -
Proceeds from Bridge Uni - 1,050,00(
Proceeds of warrant exerci - 19,864
Deferred financing cos (427,064 (122,231
Due to factor, ne 636,793 461,627
Payment of capital lease obligatic - (3,815
Net Cash Provided by Financing Activities 2,311,11¢ 3,500,671
Net Increase (Decrease) In Cas 21,033 (569,344
Cash- Beginning 16,799 613,443
Cash- Ending $ 37,832 $ 44,099

[1] Includes accrued issuable equity of $(55)76t $49,000 for the nine months ended Septenthe#®.3 and 2012, respectively.
[2] Gross proceeds of $150,000 and $1,748, 888, issuance costs of $20,001 and $233,521 faritkenonths ended September 30, 2013

and 2012, respectively.

See Notes to these Condensed Consolidated Fin&tatgiments






Rackwise, Inc. and Subsidiary
Condensed Consolidated Statements of Cash Flows ef@inued

(unaudited)

For The Nine Months Ended
September 30

2013 2012
Supplemental Disclosures of Cash Flow Information
Non-cash operating and financing activiti
Issuance of accrued equ $ 10,583 $ 1,560,03C
Equity issuable $ (1,990 $ -
Cancellation of share $ - $ (57,000
Conversion of notes payable and accrued inter&seiquity $ 779,736 $ -
Conversion of accrued interest into notes pay $ - $ 3,945
Beneficial conversion feature related to convegtibbtes payabl $ 684,00C $ -
Shares issued in satisfaction of accounts pay $ 130,00C $ s
Convertible notes and warrants issued in satisfaaf amounts due to fact $ 684,00C $ -

See Notes to these Condensed Consolidated Fin&tatgiments




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 1 - Organization and Operations

Organization and Operations

Rackwise, Inc. and Subsidiary (collectively “Rackeii or the “Company”js headquartered in Folsom, California, with awafe developmel
and data center in Research Triangle, North Caxolihe Company creates Microsoft applications &iwork infrastructure administrators tl
provide for the modeling, planning, and documentatf data centers. The Company sells its apptinatin four primary products: Rackwise
Standard Edition, Rackwise Enterprise Edition, Réask Datacenter Manager and Rackwise Web Edition.

Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting principles
generally accepted in the United States of AmgfidaS. GAAP”) for interim financial information. Aaordingly, they do not include all of the
information and footnotes required by U.S. GAAP domplete financial statements. In the opinion ahagement, such statements include al
adjustments (consisting only of normal recurrirggris) which are considered necessary for a faieptaton of the condensed consolidated
financial statements of the Company as of Septe®®e2013. The results of operations for the tlamee nine months ended September 30,
2013 are not necessarily indicative of the opegatasults for the full year. It is recommended thasse condensed consolidated financial
statements be read in conjunction with the conatdidi financial statements and related disclosurethé year ended December 31, 2012
included in the Annual Report on Form 10-K filediwihe Securities and Exchange Commission (“SE@"April 16, 2013.

Effective August 2, 2013, pursuant to authorityrgea by the Board of Directors of the Company,Gloenpany implemented a 1-for-300
reverse split of the Company’s issued and outstandommon stock (the “Reverse Split”) and a reducin the number of shares of common
stock authorized to be issued by the Company froé®0,000 to 1,000,000 . All share and per shdgration in this Form 10-Q has been
retroactively adjusted to reflect the Reverse Split

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

During the nine months ended September 30, 2012@h8, the Company recorded net losses of appraeiynd4,636,000 and $7,803,000,
respectively. Through cost reduction measuresCtirapany decreased its net loss during the ninetmsartded September 30, 2013 despite
revenues decreasing to approximately $1,492,000 &pproximately $2,422,000 in the same period il22@uring the nine months ended
September 30, 2013 and 2012, the Company usedrcagkrating activities of approximately $2,279,@0@ $3,620,000, respectively. As of
September 30, 2013, the Company had limited caslpmfoximately $38,000, a working capital deficigné approximately $9,114,000, an
accumulated deficit of approximately $48,116,000 awes the IRS approximately $1,364,000 for payeddlliabilities, penalties and interest
which has yet to be remitted to the taxing autfesitThe IRS has placed federal tax liens thateggge to approximately $771,000 against the
Company in connection with the unpaid payroll tatkesugh the third quarter of 201Rue to the current tax liens, the Company is iradkfof
its factoring arrangement. As such, the factor daldmand full repayment of the outstanding balat@ny time.

The Company’s current strategy is to leverage pastrips to sell its software through a robust tesektwork in such a way that the Company
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 shleadcount to reduce working capital needs. Hoxyélvis 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 publicpamy. Additionally, the Company will require addital capital for continued development
of its proprietary products until such time thatdin generate positive cash flows. During the nioaths ended September 30, 2013 and the
twelve months ended December 31, 2012, the Compangrated approximately $2,311,000 and $4,561j9@8sh from financing activities,
respectively, from factoring its receivables arahirprivate offerings of common stock, warrants dalt funding. The Company has relied
upon its factoring relationship to fund its shemnh working capital requirements.




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

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

The Company believes it will be successful in thefferts; however, there can be no assurance thep@oy will meet its internal revenues
forecasts or, if necessary, be successful in igisdditional debt or equity financing to fund ifsesations on terms agreeable to the Company.
These matters raise substantial doubt about thep@oy’s ability to continue as a going concern. fihancial statements do not include any
adjustments that might be necessary if the Compaarg unable to continue as a going concern. Thepaosnexpects that the cash it has
available will be sufficient to fund its operatioosly until December 2013 . If the Compaeynable to obtain additional financing on a tiyr
basis and, notwithstanding any request the Compaymake, the Company’s debt holders do not agreerivert their notes into equity or
extend the maturity dates of their notes, the Campaay have to delay note and vendor payments amitiate cost reductions, which would
have a material adverse effect on the Company'méss, financial condition and results of operatjand ultimately the Company could be
forced to discontinue its operations, liquidatej/an seek reorganization under the U.S. bankrupocie.

Note 3 — Significant Accounting Policies

Accounts Receivable and Allowance for Doubtful Agots

The Company recognizes an allowance for doubtfabacts to ensure that accounts receivable areveosiated due to uncollectibility. At the
time accounts receivable are originated, the Compansiders a reserve for doubtful accounts baesati@creditworthiness of customers. The
provision for uncollectible amounts is continualgviewed and adjusted to maintain the allowaneelavel considered adequate to cover fu
losses. The allowance is management’s best estwhatecollectible amounts and is determined basedistorical performance that is tracked
by the Company on an ongoing basis. During theethrel nine months ended September 30, 2013 and 2@l2ompany’s losses from bad
debts were not material. The losses ultimatelyrirgzlicould differ materially in the near term frén@ amounts estimated in determining the
allowance.

In addition, the Company factors its receivablethwiill recourse and, as a result, accounts fofabtoring akin to a secured borrowing,
maintaining the gross receivable asset and dugctorfliability on its books and records. In cortfmtwith the factoring of its receivables, the
Company estimates an allowance for factoring fessaated with the collections. These fees rarma £ % to 80 % depending on the actual
timing of the collection. The actual recognitionsaich fees may differ from the estimates dependpuan the timing of collections. Due to the
current tax liens, the Company is in default o§ tlsictoring arrangement. As such, the factor cdeltiand full repayment of the outstanding
balance. As of September 30, 2013 and Decembe&(3P, the Company accrued factor fees of approxin& 247,000 and $ 49,000 ,
respectively, related to other secured advanceshahére included within Due to factor on the unsedlicondensed consolidated balance
sheets included elsewhere herein.

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtand assumptions that affect the
reported amounts of assets and liabilities, discks of contingent assets and liabilities, and mtepcamounts of revenues and expenses in the
condensed consolidated financial statements anddt@mpanying notes. Actual results could diffenfrthose estimates. The significant
estimates and assumptions of the Company are bsdd compensation, the useful lives of fixed assad intangibles, depreciation and
amortization, the allowances for factoring fees mmmwme taxes, and the fair value of convertibhaficial instruments.

Concentration of Credit Risk and Customers

Financial instruments that potentially expose tlenfany to concentrations of credit risk consistnariily of cash and accounts receivable.
Company's cash is deposited with major financistiftions. At times, such deposits may be in esadshe Federal Deposit Insurance
Corporation insurable amount. The Company genedals not require collateral from its customers genkrally requires payment in 30 de
The Company evaluates the collectability of itscants receivable and provides an allowance forngiatiecredit losses as necessary.
Historically, such losses have been within manageisiexpectations.

7




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 3 — Significant Accounting Policies — Continuk

Concentration of Credit Risk and CustomerSontinued

One customer provided 15 % and 10 % of revenudagithie three and nine months ended Septembel03@, 2espectively. Two customers
provided 13 % and 11 %, respectively, of revenugmd the three months ended September 30, 2012 whé customer provided 33 % of
revenues during the nine months ended Septemb@03@, All of the Company’s long-lived assets lamated in the United States of
America.

As of September 30, 2013, receivables from twoausts comprised 87 % and 11 % of total receivabéspectively. As of December 31,
2012, receivables from four customers comprise®197 %, 14 % and 14 % of total receivables, rebpsy.

Intangible Assets

All of the Company’s intangible assets consisthEmes acquired from a graphics designer for thegaoyis database library that are
schematics of specific computer equipment. Theapes having a finite life are valued at cost amrduilized in the Company’s software with
multiple customers in order to enable them to igaand differentiate the specific computer equépinin their overall network. For example,
the Company’s software’s graphical user interfaspldys a unique shape for each make and mod@ropuater server. Intangible assets are
recorded at cost less accumulated amortization.rfination is computed using the straight-line meltlower the estimated useful lives of 2.5
years.

Revenue Recognition

In accordance with ASC topic 985-605, “Software &aye Recognition,” perpetual license revenue isgeized when (i) persuasive evidence
of an arrangement exists; (ii) delivery has ocalimeservices have been rendered; (iii) the saies 5 fixed or determinable; and (iv)
collectability is reasonably assured. Deliveryasisidered to have occurred when title and rislos$ Ihave been transferred to the customer,
which generally occurs after a license key has loe¢imered 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) subscription-béisedses, and (b) maintenance arrangements, wiérsaparately, revenues are recognizec
ratably over the service period. The Company defarenue for software license and maintenance agmees when cash has been received
from the customer and the agreement does not gdatifecognition under ASC Topic 985-605. Such ante are reflected as deferred
revenues in the accompanying financial statem@igs.Company’s subscription license agreements t¢aggrovide for a right of return, (b)
contain acceptance clauses, (c) contain refundgioms, or (d) contain cancellation provisions.

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

For software arrangements with multiple elementsctvin its case are comprised of (1) licensingfé2) professional services, and (3)
maintenance/support, revenue is recognized depengden whether vendor specific objective eviderf6sQE”) 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 contfeccordingly, licensing revenues are recognizpdn invoice, professional services are
recognized when all services have been deliverddvaintenance revenue is amortized over a twelvatmoeriod. The Company determined
that VSOE exists for both the delivered and unéeéd elements of its multiple-element arrangem@iiits. Company limits its assessment of
fair value to either (a) the price charged whensidi@e element is sold separately or (b) the pstablished by management having the rele
authority. There may be cases, however, in whiehetlis objective and reliable evidence of fair eabdi the undelivered item(s) but no such
evidence for the delivered item(s). In those cathesselling price method is used to allocate thengement consideration, if all other revenue
recognition criteria are met. Under the sellinggnnethod, the amount of consideration allocateddalelivered item(s) is calculated based ol
estimated selling prices.




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 3 — Significant Accounting Policies - Continug

Fair Value of Financial Instruments

The carrying amounts of financial instruments, uidithg cash, accounts receivables, accounts payadiigjed expenses and deferred revenue
approximated fair value as of the balance sheetpl@sented, because of the relatively short ntatdisites on these instruments. The carrying
amounts of the financing arrangements issued apped® fair value as of the balance sheet date predebecause interest rates on these
instruments approximate market interest rates afiesideration of stated interest rates, anti-ituprotection and associated warrants.

StockBased Compensation

The Company has an equity plan which allows forgtamting of stock options to its employees, dwextind consultants for a fixed number of
shares with an exercise price equal to the fainevalf the shares at date of grant. The Companyuresthe cost of services received in
exchange for an award of equity instruments basati®@fair value of the award. For employees angctlirs, the fair value of the award is
measured on the grant date and for non-employeesair value of the award is generally re-measworethterim financial reporting dates and
vesting dates until the service period is compléte fair value amount is then recognized overprgod services are required to be provided
in exchange for the award, usually the vestingguerSince the shares underlying the Company’s yqué not currently registered, the fair
value of the Company’s restricted equity instrurseare estimated based on historical observationasif prices paid for the Company's
restricted common stock, when such sales are eviden

Stock-based compensation for directors is reflentegeneral and administrative expenses in the @ased consolidated statements of
operations. Stock-based compensation for emplage@£onsultants could be reflected in (a) salesnaantteting expenses; (b) research and
development expenses; or (¢) general and admitivgraxpenses in the condensed consolidated staterofoperations.

Reclassifications

Certain prior period amounts have been reclassiiedomparative purposes to conform to the fi@€Hl3 presentation. These reclassifications
have no impact on the previously reported net loss.

Net Loss Per Common She

Basic net loss per share is computed by dividiregnit loss applicable to common shares by the wesighverage number of common shares
outstanding during the period. Weighted averageeshautstanding for three and nine months endete®dger 30, 2013 (1) includes the
weighted average impact of 1,000 shares of comnumk $ssuable as of September 30, 2013 and (2ud&slthe weighted average impact of
the 10,000 shares of common stock being held iroesonly through the September 21, 2013 release (da¢ “Escrowed Shares”). Weighted
average shares outstanding for the three and nimth® ended September 30, 2012 (1) includes thghtesl average impact of 3,084 shares o
common stock issuable as of September 30, 2012(23rekcludes the weighted average impact of thedidged Shares. In accordance with the
accounting literature, (1) the Company has givéactto the issuance of the issuable stock in cdimguoasic net loss per share because the
underlying shares are issuable for little or nchazansideration; and (2) the Company has excluledhtpact of the Escrowed Shares through
the release date because they were contingentisnedtle.

Diluted net loss per common share adjusts basitoagtper common share for the effects of potdptiflutive financial instruments, only in
the periods in which such effects exist and angtigi¢. At September 30, 2013, outstanding stockooptand warrants to purchase 64,202 and
300,565 shares of common stock, respectively, wrckided from the calculation of diluted net loss pommon share because their impact
would have been anti-dilutive. At September 30,2@Ltstanding stock options and warrants to pweld®,195 and 173,220 shares of
common stock, respectively, were excluded fromctideulation of diluted net loss per common shaabse their impact would have been
anti-dilutive.




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 3 — Significant Accounting Policies - Continug

Recent Accounting Pronouncements

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 requémgts and methods of applying the
liquidation basis of accounting and the discloseuirements within Accounting Standards Codifimat{"ASC") Topic 205 for the purpose of
providing consistency between the financial repgrof U.S. GAAP liquidating entities. GenerallyittA\SU provides guidance for the
preparation of financial statements and disclosweesn liquidation is imminent. This ASU is effedifor periods beginning after December
15, 2013 and is only expected to have an impatheCompany’s condensed consolidated financiadstants or disclosures if liquidation 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 unrecogniardbenefit within ASC Topic 740 for the purpoggooviding 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 siméarlbss, or a tax credit carryforward exists. Th&U is effective for periods beginning after
December 15, 2013 and is not expected to have erimadmpact on the Company’s condensed consolidffi@ncial statements or disclosures.

Note 4 — Accrued Expenses
Accrued expenses consist of the following:

September 30 December 31

2013 2012
(unaudited)
Accrued commission $ 576,666 $ 508,654
Accrued payrol 243,963 270,551
Accrued payroll taxes(1 1,364,05¢ 1,099,887
Accrued vacatiol 184,991 219,206
Accrued professional fet 87,734 73,607
Total accrued expens $ 245741t $ 2,171,90¢

(1) Includes accrual for interest and penalties.
Accrued expenses include liabilities for unpaidnpéiytaxes along with an estimate of related intés:nd penalties. Through September 30,

2013, the Internal Revenue Service (“IRS") has gdbEederal tax liens aggregating approximately %000 against the Company in
connection with these unpaid payroll taxes.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 5 — Debt

Summary
The following table summarizes the Company’s inddhess at September 30, 2013 and December 31, 2012:

Debt Accrued Interest
September 3C December 31 September 3C December 31
2013 2012 2013 2012
Notes payable
5% Note $ 50,000 $ -3 12,020 $ -
12% Notes- Amendec 508,945 331,973 83,205 24,688
8% Notes 50,000 950,00C 4,489 33,832
Total - Notes payabl $ 608,945 $§ 1,281,97% $ 99,714 $ 58,520
Notes payabl+- related parties, ne
5% Note $ - 3 50,000 $ -3 10,151
12% Notes- Amendec - 176,972 - 12,837
12% Offering Note! 2,451,91¢ - 83,951 -
12% Offering Note- Debt Discoun (484,500 z z -
Total- Notes payabl- related parties, ni $ 1967,41¢ $ 226,972 $ 83,951 $ 22,988
Short term advance $ 310,000 $ - $ - $ -
Total $ 2,886,365 $ 1,508,94t $ 183,665 $ 81,508

5% Note

In December 2008, the Company issued a $ 50,00(h6téopayable (the “5% Note”) which was due in J26@9. The 5% Note was in defal
at September 30, 2013 and December 31, 2012. TiHerhwas no longer a greater than 10 % beneficialer at September 30, 2013.

12% Notes- Amended Terms

As of September 30, 2013 and December 31, 2012,218 convertible promissory notes (the “Amendedd Rlotes”) remained outstanding
and were in default. Pursuant to the terms of theAded 12% Notes, noteholders are entitled t@gdliremedies in order to pursue collectior
and the Company is obligated to bear all reasor@ides of collection. To date, no Amended 12% Nateers have pursued collection. Two
Amended 12% Notes were held by a related partyréator) at December 31, 2012. The director resigihéring the second quarter of 2013.

During the nine months ended September 30, 20&3Cdmpany issued 510 shares of common stock refatbe conversion of an Amended
12% Note that occurred during 2012.

8% Notes

On January 21, 2013, note holders elected to cov&d0,000 of 8 % convertible notes (the “8% Npf#as $ 33,281 of accrued and unpaid
interest into 28,489 shares of common stock amdeayear warrant to purchase 28,489 shares of camsturk at an exercise price of $ 90.00
per share (the “Conversion Securities”), pursuairt offer from the Company. The 8% Notes convertadthe Conversion Securities at a
price equal to $ 29.25 ( 65% of $45.00 ) per umiterein each unit consisted of one share of comstaek and a warrant to purchase one sha
of common stock. As a result of the note converdgridge Warrants to purchase 2,667 shares of camstark had their exercise price
adjusted to $ 67.50 and their term was extendddnoary 21, 2016. The $ 1,311,172 aggregate véline gecurities issued ($ 1,281,927
related to the Conversion Securities and $ 29,2@Qed to the incremental value of the Bridge Wasawas credited to equity at conversion.
The Company recorded $ 531,436 of extinguishmesgt Wehich represents the incremental value of theries issued pursuant to the offer as
compared to the carrying value of the 8% Notes;usatinterest, plus $ 53,545 of unamortized deletriofy costs.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 5 — Debt — Continued

8% Notes- Continued

On July 1, 2013, a noteholder elected to exchandge% Note in the amount of $ 100,000 plus $ 6 &3&ccrued and unpaid interest into the
Units Offering (as defined below ). The Company wlid record an extinguishment loss as the valubegecurities issued pursuant to the
Units Offering was equivalent to the carrying vabighe 8% Note and accrued interest. See belowdtails of this offering.

The 8% Note is past due as of September 30, 20d 8aanked senior to the Offering Notes. During tihree and nine months ended
September 30, 2013, the Company recorded amoadizafideferred financing costs of $ 839 and $ 19 ,7@®spectively. During the three and
nine months ended September 30, 2012, the Companyded amortization of deferred financing cost$ 80,372 and $ 20,372, respectively.

During the nine months ended September 30, 20&3Cdmpany issued 914 shares of common stock reifatbeé conversion of an 8% Note
that occurred during 2012.

ShortTerm Advances

On April 12, May 15, and May 30, 2013, the Comphoyrowed $ 112,500 , $ 200,035 and $ 150,035 esely, via short-term interest free
loans from a principal shareholder (the “Short-Témans”). On June 11, 2013, the Short-Term Loangwenverted into the Units Offering.
See below for details of these advances.

In August and September 2013, the Company borr@ameabgregate of $ 310,000 via short-term interest bans from two unaffiliated
shareholders (collectively, the “Shareholders”).oh$eptember 30, 2013, the amounts remain outistgn8ubject to the Company’s Board of
Directors approving the terms of the Loans, the @amy intends to issue to the Shareholders, in dersion of the loans, 8% convertible
promissory notes (the “Shareholder Notes”). Ther&ialder Notes would mature 36 months from the datssuance and would be
convertible at any time, in whole or in part, a# thption of the holders, into units of the Comparsgcurities at the conversion price of $0.50
per unit. Each unit would consist of (i) one shafrthe Company’s common stock and (ii) one 3-yearrant to purchase one share of the
Company’s common stock at an exercise price of3bpes share. The terms of the Shareholder Notekifiimg the conversion terms) are
subject to approval by the Company’s Board of Doex In the event that the Company’s Board of &oes does not approve the terms of the
Shareholder Notes (including the conversion terthg) Company intends to negotiate with the Shadshslto provide for alternative terms for
the Notes, which would then be against subjecpwaval by the Company’s Board of Directors.

12% Offering Notes

During the nine months ended September 30, 20&3Cdmpany had five closings of a private offeringttcommenced on June 11, 2013,
pursuant to which the Company sold an aggrega®e2p451,918 in units of its securities at a prit8 @0,000 per unit to Navesink RACK,
LLC and Black Diamond Financial Group LLC (“Blackdond”) and their affiliates (collectively, the iRhasers”), and the Company’s
principal shareholders) (the “Units Offering”). Eagnit (an “Offering Unit”) consists of (i) a $ MO principal amount of 12 % secured
convertible promissory note (the “Offering Noteat)d (ii) a five-year warrant to purchase 267 shafe®mmmon stock at a price of $ 3.00 per
share at any time after the maturity date of thiei@fg Notes (the “Offering Warrants’$uch that the Purchasers were issued Offering \Wz
to purchase an aggregate of 65,384 shares of corstook .

The closings of the Units Offering resulted in aggate net proceeds of $ 771,751 ($ 2,451,918 sbgyoceeds less $ 1,253,103 of debt
conversions less $ 427,064 of issuance costs)isBhance costs were capitalized as deferred fingrosts and are being amortized over the
term of the Offering Notes. During the three amikninonths ended September 30, 2013, the Compaosdestamortization of deferred
financing costs of $ 100,682 and $ 116,448 , raspdyg. The closings included the exchange of $3,203 of Company debt ($ 462,570 of
Short-Term Loans, an 8% Note with a principal baéaaf $100,000 and accrued interest of $ 6,5335a68K,000 previously owed to the
Company'’s factor which was assumed by an affiliatedirred by the Company or assumed by the Purchdseing the nine months ended
September 30, 2013.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 5 — Debt — Continued

12% Offering Notes- Continued

The Offering Notes mature one year from the datesafance. Pursuant to an amended agreement, iitieaBers may, individually, on a one-
time basis, as the result of making a collectivegtiment in excess of $ 1,500,000 in the aggregatmy time during the term of the Offering
Notes, convert the Offering Notes, including akaed interest due thereon, 11,275,629 shares (collectively 2,551,258 shareff)ef
Company’s common stock (the “Conversion Shares'itlwhepresents 42.5 % each (collectively 85 %hef€Company’s issued and
outstanding common shares as of August 2, 2013jateof the Reverse Split. The Company is in tloegss of increasing the Company’s
authorized common stock from 1,000,000 shares 080,000 shares, which has already been approvdteiCompany’s Board of Directors
and a majority of the Company’s common stockholdBysagreement, the Purchasers will each receivi® 8@ the Conversion Shares without
regard to their respective subscription amounte. Farchasers may determine to convert the OfféNiotgs prior to the completion of the
offering. In such event, subscriptions for addiib@®ffering Units otherwise issuable to the Purehs$n connection with subsequent
subscriptions will be treated as contributionsdpital. In conjunction with such a conversion amel issuance of the Conversion Shares, the
Offering Warrants shall be cancelled.

Pursuant to the terms of the Unit Offering, eachcRasser will either (a) utilize the conversion optito obtain 1,275,629 shares of the
Company’s common stock) or (b) will retain the Qiifig Warrants; but each Purchaser cannot avalf wédoth. The Company determined
that the embedded conversion options were equstyuments and should not be bifurcated and accddateas a derivative. Accordingly, a
debt discount of $ 684,000 was established (witredit to additional paid-in capital), which repeats the beneficial conversion feature
attributable to the conversion option associatdtl thie Offering Notes purchased by Black Diamond vzhich was limited to the face value
such Offering Notes issued to that investor . Téletdliscount is being amortized over the term ef@ifering Notes. During the three and nine
months ended September 30, 2013, the Company egtardortization of debt discount of $ 191,585 ard®$,500 , respectively.

As collateral security for the Company’s obligagamder the Offering Notes and related documergswggd in connection with the offering,
the Company and Visual Network Design, Inc., a xal@ corporation and the Company’s wholly-ownedsglibry (“WNDI”), granted the
Purchasers a security interest in all of the Comjsaand VNDI'’s assets pursuant to the terms ofexwuBity Agreement , dated as of June 11,
2013 (the “Security Agreement”). To further sective Company’s obligations, VNDI executed a Guaradaged as of June 11, 2013 (the
“Guaranty”), pursuant to which VNDI agreed to gudyathe Company’s obligations owed to the Purctaskne Offering Notes are junior in
priority to the Company’s indebtedness to its facti@de debt and the $ 50,000 8 % Note.

Note 6 — Equity

Consulting Agreement

On January 7, 2013, the Company entered into aséarmonth agreement for investor relations servittesonsideration of the services to be
rendered, the Company agreed to provide $ 75,0@0ramon stock upon completion of the initial 45-dest campaign. Effective September
14, 2013, the agreement was terminated. At the &f the termination, the services anticipatedentide agreement had not been performed
and no shares were issued.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 6 — Equity — Continued

Private Offerings
Third Private Offering

During the nine months ended September 30, 20&3Cdmpany had two additional closings in conneotith a prior private offering that
commenced on September 1, 2012 (the “Third Pridtering”), pursuant to which an aggregate of 3,884stor units (“Third Units”) were
sold at a price of $ 45.00 per Third Unit, resigtin $ 129,999 of aggregate net proceeds ($ 1500Q€oss proceeds less $ 20,001 of issuanc
costs). Each Third Unit consists of one share afroen stock and a redeemable warrant to purchasshame of common stock. In addition,
the placement agent was paid cash commissiond 5f0R0 (a component of issuance costs) and wasddste-year Third Broker Warrants to
purchase 334 shares of the Company’s common staok exercise price of $ 45.00 per share. Therayssiesulted in warrants, which are
classified within equity, to purchase 671 sharesomfimon stock having their exercise price reduoe®i90.00 per share, including warrants to
purchase 338 and 333 shares whose original exgmicsewas $ 187.50 per share and $ 300.00 pee stempectively.

The Third Investor Warrants are exercisable foe@oul of five years at an exercise price of $ 9Qé0share of common stock, are subject to
weighted average anti-dilution protection and pssseggy-back registration rights. The Third IneesVarrants are redeemable at a price of §
0.003 per share upon the provision of adequate@dfiand only if (a) the common stock’s averalpsiog bid price exceeds $ 300.00 for five
of any ten consecutive trading days; and (b) trentyday average daily volume exceeds 67 sharethanelis no more than one single day of
no volume. The Third Broker Warrants are identtoahe Third Investor Warrants in all material resis except that (i) the resale of the
common stock underlying them is not covered bygsteation statement; and (ii) they have an exerpigce of $ 45.00 per share of common
stock. The Company determined that all warrantseidsn conjunction with the Third Private Offeringre equity instruments.

Common Stock
On June 25, 2013, the Company issued 57,778 sbhoesnmon stock to its general counsel in satigfaadf $130,000 of accounts payable.

On May 13, 2013, the Company issued 1,417 sharesmimon stock to a service provider and the fdineran the date of issuance 01,583
was credited to equity. Previously, the value efshares was included in accrued issuable equiheicondensed consolidated balance sheet

As of September 30, 2013, the Company had notdssisgructions to its transfer agent to issue 1 £itfres of common stock due to a service
provider, therefore the value of the shares wasidted in accrued issuable equity in the condenseddalidated balance sheets.
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Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 6 — Equity — Continued
Stock Warrants

A summary of the stock warrant activity during tiiee months ended September 30, 2013 is preseated:b

Weighted
Weighted Average
Average Remaining
Number of Exercise Life Intrinsic
Warrants Price In Years Value
Balance, December 31, 20 201,908 $ 169.80
Issued 98,657 31.92[1]
Exercisec - -
Cancellec - -
Balance, September 30, 20 300,565 $ 123.272] 377 $ =
Exercisable, September 30, 2( 300,565 $ 123.272] 377 $ -

[1] - Warrants to purchase 50 shares of commorkdiad a variable exercise price at issuance. Tlvasants are excluded from the weighted
average exercise price.

[2] - Warrants to purchase 551 shares of commarkdiad a variable exercise price as of Septemhe2(BIB. These warrants are excluded
from the weighted average exercise price.

The following table presents information relatedtock warrants at September 30, 2013:

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

$ 3.00 65,384 4.71 65,384
45.00 2,651 4.09 2,651
67.50 4,066 2.29 4,066
75.00 3,376 3.04 3,376
90.00 68,489 4.06 68,489
112.50 1,935 3.25 1,935
187.50 128,457 2.99 128,457
198.00 20,001 5.15 20,001
300.00 5,655 3.92 5,655
Variable 551 1.90 551
300,565 3.77 300,565

The warrants to purchase an aggregate ofshates of common stock with a variable exercisgefj@qual to the volume weighted average |
of the common stock for the 20 trading days immiedijgpreceding the exercise date ) were exercisattdg@proximately $ 3.39 per share as of
September 30, 2013 .
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(unaudited)

Note 6 — Equity — Continued

Stock Options

The warrants with an exercise price of $3.00 pareshvere issued in connection with the Units Offgrand, as a result, were not impacted by
the weighted average anti-dilution protection. Témaining warrants are subject to weighted aveaagjedilution protection upon the issuance
of common stock, or securities convertible into aoon stock, at prices below specified trigger pridédse Third Private Offering and the Units
Offering appear to result in dilutive issuancesspant to the original terms of the warrants. Then@any has performed a preliminary analysis
of the impact of the weighted average anti-dilutaajustment provisions as of September 30, 2013atichates that the weighted average
exercise prices may have declined by approximat@I6, whereas the quantity of shares attributabtath warrant may have increased by a
multiple of approximately 3.76 on a weighted averagsis.

In applying the Black-Scholes option pricing motiebptions granted, the Company used the folloveissumptions:

For The Three Months Endec For The Nine Months Endec

September 30, September 30,
2013 2012 2013 2012
Risk free interest rai n/a 0.6€6% n/a 0.9:%
Expected term (year: n/a 5.11 n/a 5.51
Expected volatility n/a 75.0(% n/a 75.0(%
Expected dividend n/a 0.0(% n/a 0.0(%

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 Company uses the "simplified methto calculate the expected term of employeedirettor stock-based options. The
expected term used for consultants is the contahtifa. The expected dividend yield was based upenfact that the Company has not
historically paid dividends, and does not expeqiayp dividends in the future.

There were no stock options granted during theetared nine months ended September 30, 2013. Thyhtediaverage estimated fair value of
the stock options granted during the three and mioeths ended September 30, 2012 was $ 18.00 68d@ per share, respectively. The
Company used forfeiture assumptions of 10 % to 28ep@nnum.

During the three months ended September 30, 20d2@12, the stock-based compensation expense egtbydthe Company associated with
options was $ 136,086 and $ 514,897 , respectiirlying the nine months ended September 30, 20d28h2, the stock-based compensatiol
expense recorded by the Company associated withnspvas $ 297,203 and $ 1,209,542 , respectifélgse amounts have been included in
operating expenses in the accompanying condenselidated statements of operations. As of SepteBthe2013, there was approximatel
326,615 of unrecognized stock-based compensatipense that will be amortized over a weighted avepagiod of 1.3 years.

A summary of the option activity during the ninemtits ended September 30, 2013 is presented below:
Weighted

Weighted Average
Average Remaining

Number of Exercise Life Intrinsic
Options Price In Years Value
Outstanding, December 31, 20 82,272 $ 103.34
Grantec - -
Exercisec - -
Forfeited (18,070 103.71
Outstanding, September 30, 2( 64,202 $ 103.23 83 ¢ =
Exercisable, September 30, 2( 52,232 $ 103.50 83 % -
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(unaudited)
Note 6 — Equity — Continued
Stock Options- Continued

The following table presents information relatedtock options at September 30, 2013:

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

$ 54.00 167 9.0 56
60.00 167 8.9 56
66.00 250 - -
103.50 54,958 8.3 46,049
104.40 8,660 8.8 6,071
64,202 8.3 52,232

Note 7 — Related Party Transactions

Effective January 1, 2013, the Company’s agreeméhta stockholder to provide financial advisory\sees to the Company
automatically renewed for an additional twelve nimoigrm, which provides that the Company pay fees 18,000 per month for twelve
months. The agreement shall be extended for sugeasse-year periods unless either party providetiem notice 30 days prior to the
end of the term of its election to terminate theeaghent. During the three and nine months endete®der 30, 2013, the Company
recorded expense of $ 30,000 and $ 90,000 relatétbtagreement. During the three and nine momttiedeSeptember 30, 2012, the
Company recorded expense of $ 30,000 and $ 13@Quii6h included a one-time fee of $ 40,000 ), resipely, related to the
agreement.

Note 8 - Commitments and Contingencies
Litigation

On October 26, 2012, the Company was named asdifem a complaint filed in the County of WestdiresSupreme Court of the State of
New York by Porter, Levay & Rose, Inc., index numb8540/2012. The complaint alleges the Plain&ffdered work, labor and services to
Company on, about, or between October 18, 2012isasekking $103,198, together with interest rugrfiiom October 18, 2012. On April 30,
2013, Porter, Levay & Rose, Inc. was awarded a sanyijmdgment. On May 6, 2013, a judgment was edteréavor of Porter, Levay & Ros
Inc. in the Supreme Court of the State of New Y&@&unty of Westchester for an amount which waswsatfor at September 30, 2013.

On January 22, 2013, the Company was named asdaefeim a complaint filed in the Superior CourGi#lifornia, County of Sacramento, ci
number 34-2013-00138819 by Babich & Associates, Bnd@exas Corporation. The complaint allegestt&aiCompany was invoiced for
services relating to professional staffing servimes2 potential employees that the Company sulesattjuhired, and is seeking $48,000 plus
earned interest at the rate of 10% per annum fray 8) 2012. On April 25, 2013, the parties signegtdement for an amount which was
accrued for at September 30, 2013. Payment is pgndi

On January 25, 2013, the Company and its CEO mamreed defendants in a complaint filed in the SapeZourt of California, County of
Sacramento, case number 34-2013-00138978 by Damial, a former employee. The complaint allegesttteeCompany entered into an
employment agreement with Mr. Lucas for the purpaxfgroviding services as the Company’s Regioméds$SManager, that the Company anc
its CEO breached the agreement by refusing to cosgte Mr. Lucas for his services, and as a regultl ucas is seeking lost compensation
and benefits in the amount of $ 77,429 , compengat@amages, attorneys’ fees, interest, and any ogfief as the court deems just and proper
The Company disputes certain amounts in these sdias hired counsel to represent it in the matidrhas entered into negotiations with the
plaintiffs to settle these claims.
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Note 8 - Commitments and Contingencies — Continued
Litigation — Continued

On January 25, 2013, the Company and its CEO wareed defendants in a complaint filed in the SupeZmurt of California, County of
Sacramento case number 34-2013-00138979 by TinBdhgne, a former employee who was terminated foseaThe complaint alleges that
the Company entered into an employment agreemehttlaé Plaintiff for the purposes of providing sees as the Company’s Senior Vice
President, Global Accounts and Partners, that tragany and its CEO breached the agreement by ngftsicompensate Mr. Barone for his
services, and as a result, Mr. Barone is seekisigclompensation and benefits in the amount of $5B%4, additional tax liability of $ 150,000 ,
compensatory damages, exemplary and/or punitiveagemin an amount to be determined, attorneys, fieesest, and any other relief as the
court deems just and proper. The Company dispeateaic amounts in these claims, has hired counsegresent it in the matter and has
entered into negotiations with the plaintiffs tatleethese claims.

On February 20, 2013, the Company was named afeaddt in a complaint filed in the Superior Coivtake County, State of North
Carolina, case number 13CV002442 by AccentuatdiStpfnc. (“Accentuate”). The complaint allegestize Company was invoiced for
services relating to professional staffing serviagslefined in a certain contract executed on Dbeei20, 2011, and is seeking $59,824 plus
interest and costs as allowed by law. On April@B.2 Accentuate obtained Entry of Default and Difdudgment and on April 25, 2013, a
Writ of Execution was issued. On July 3, 2013, daise was settled in full.

On February 25, 2013the Company, its CEO and its CFO were named daf#s in a complaint filed in the Superior Courdh@nonwealth ¢
Massachusetts, civil case numberQg&tl by David E. Fahey, a former employee of themany. The complaint alleges that Mr. Fahey wa:
paid commissions that were due and owing and thepaay failed to reimburse the Plaintiff for his ness expenses, resulting in a breach of
contract, and is seeking $ 33,695 in commissiods380 in out of pocket expenses, and treble dagag®rney’s fees, costs, and interest. Th
Company has signed a settlement agreement whiclaeeased for at September 30, 2013 and paymeeidipg.

On March 11, 2013 , the Company was named as adhfiein a complaint filed in the Superior Courtak®# County, State of North Carolina,
case number 13CV003506 by TSG and Associates, L/bfa @he Select Group Raleigh, LLC. The complalietges that the Company was
invoiced for services relating to professional fataf services as described by a Direct Hire Agresndated June 13, 2011, and is seeking $
41,000, plus attorney’s fees of $ 6,150 . On Cetd!®, 2013, the claim was settled in full for amoaint which was accrued for at September
30, 2013.

On June 19, 2013, the Company and its CEO weredatefendants in a complaint filed in the Supetiourt of California, County of
Sacramento case number 34-2013-00146750 by Davgh&/aa former employee of the Company who residreed the Company. The
complaint alleges that the Company entered interaployment agreement with the Plaintiff for thegmses of providing services as the
Company’s Executive Vice President, Sales, thaCibepany and its CEO breached the agreement bgimgfto compensate Mr. Wagner for
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, attorneys’ fees, interest, and any a#lef as the court deems just and proper. The @amy disputes certain amounts in these
claims, has hired counsel to represent it in theenand has entered into negotiations with thepiés to settle these claims.

The Company records legal costs associated withdostingencies as incurred and has accrued fpratlable and estimable settlements .
Note 9 - Subsequent Events

The Company evaluates events that have occurredthé balance sheet date but before the finastEt#ments are issued. Based upon the
evaluation, the Company did not identify any redegd or non-recognized subsequent events that waaud required further adjustment or
disclosure in the condensed consolidated finarstééments.

Factor Advances

Subsequent to September 30, 2013, the Companyegcaggregate advances from the factor of apprdrin&450,000. During the same
period, aggregate collections of prior advance®vegproximately $101,000.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion should be read in conjiomctvith the financial information included elsewsén this Quarterly Report on Form 10-
Q (this “Form 10-Q"), including our unaudited condsed consolidated financial statements for thedlamed nine months ended September 3
2013 and 2012 and the related notes. ReferendcssiManagement’s Discussion and Analysis of Firer@ondition and Results of
Operations to “us,” “we,” “our,” and similar termsrefer to Rackwise, Inc., a Nevada corporation, tbgewith its wholly-owned subsidiary
Visual Network Design, Inc., a Delaware corporati®W¥NDI"). This discussion includes forward-lookirggatements, as that term is defined ir
the federal securities laws, based upon curreneetgiions that involve risks and uncertainties,tsas plans, objectives, expectations and
intentions. Actual results and the timing of evexusid differ materially from those anticipatedtivese forward-looking statements as a result
of a number of factors. Words such as “anticipat®&stimate,” “plan,” “continuing,” “ongoing,” “expe ct,” “believe,” “intend,” “may,”
“will,”

should,” “could,” and similar expressions are used to identify forward-looking statements.

We caution you that these statements are not gteearof future performance or events and are stibje number of uncertainties, risks and
other influences, many of which are beyond ourrbnivhich may influence the accuracy of the staets and the projections upon which the
statements are based. Factors that may affect @sults include, but are not limited to, the risktéas in Item 1.A in our Annual Report on
Form 1(-K filed on April 16, 2013. Any one or more of taemcertainties, risks and other influences couddemally affect our results of
operations and whether forward-looking statemeraslenby us ultimately prove to be accurate. Our alctesults, performance and
achievements could differ materially from thoseregged or implied in these forward-looking stateteewe undertake no obligation to
publicly update or revise any forwelooking statements, whether from new informatfatyre events or otherwise.

Overview

We are a software development, sales and marketimgpany. We create Microsoft applications for netwinfrastructure administrators that
provide for the modeling, planning and documentatibdata centers. Our Data Center Management (DGt{tware product, Rackwise®, is
used by over 100 companies worldwide. Our produmtigdes a multi-layered set of solutions for reparton the multiple aspects of a
company’s data center, including power consumppomver efficiency, carbon footprint, green grid atehsity requirements. This reporting
allows customers to plan data center expansionsamitactions as well as equipment usage more gmdfigiently and cost effectively. Our
product’s advanced design and ability to tightteiface with other new technologies, like Intelsswest proprietary computer chips, enables it
to collect more real-time information (real-time ame instantaneous and continuous) associated with data center equipment usage than
products from our competitors. We intend to corgitwtake advantage of new technologies that wdl ® our competitive differentiators.

As reflected in our financial statements for thee¢éhand nine months ended September 30, 2013, weegenerated significant losses raising
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 yesded December 31, 2012 and 2011 stating thabwe ot achieved a sufficient level of
revenues to support our business and have suffecedring losses from operations. Our ability te@xte our business plan is dependent upor
our generating cash flow sufficient to fund opemasi and obtain additional capital. Our businestegly may not be successful in addressing
these issues. If we cannot execute our business qla stockholders may lose their entire investnirens.

We expect that with the infusion of additional ¢apand with additional management we will be a@blencrease software and professional
services sales, and expand the breadth of our pradfierings. We intend to do the following:

. Continue to add interfaces to our existing proaffdrings, which would make us a differentiatotlie market.

. Establish industry partners and strategic senpegsers to increase sales of our product to cumtenand to perform some of the
services necessary to support the installationmnaaidtenance of our produt

. Initiate specific new marketing efforts to coordimand lead our initiatives for greater market gggtion with special emphasis 1
contacting and educating industry analysts to sptlea word of our capabilitie

. Expand our product offerings to include monitorangd managing the balance of our customer’s IT atfuzture.
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Recent Developments and Trends

Financings

In June through September 2013 we completed atproféering (the “Units Offering”) in which we solah aggregate of $2,451,918 of units of
our securities at a price of $10,000 per unit. €losings resulted in aggregate net proceeds of $8811$2,451,918 of gross proceeds less
$1,253,103 of debt conversions (relating to debprexiously borrowed) less $427,064 of issuancésgosEach unit (an “Offering Unit”)
consisted of (i) a $10,000 principal amount of gaar 12% secured convertible promissory note (@#éeting Notes”) and (ii) a five-year
warrant to purchase 267 shares of common stoclpate of $3.00 per share at any time after theuntstdate of the Offering Notes (the
“Offering Warrants”). For a more detailed discussaf the terms of the units, see Part Il, Item #heD Information below.

In August and September 2013, we borrowed an agtgerf $310,000 via short-term interest free Idams two unaffiliated shareholders. As
of September 30, 2013, the amounts remain outstgnBbr a detailed discussion of these notes, agdIPltem 5. Other Information below.

Results of Operations
Revenue

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

Direct cost of revenue

Direct cost of revenues includes the cost of semesting, the cost of installing our software femnclients, commissions to third parties for
installation of our software, royalties for thirdnty software used in our products, the costs ppstt and operations dedicated to customer
services and the costs of maintaining and amogiaur proprietary database.

Sales and marketing expenses

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

Research and development expel

Research and development expenses consist mainbngdensation and overhead of research and develdparsonnel and professional
services firms performing research and developrusttions, plus amortization of our proprietaryatzdse.

General and administrative expenses

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

Interest, ne

Interest, net consists primarily of interest exgeassociated with our notes payable and fees dur tiactor.

Amortization of debt discou

Amortization of debt discount represents the arnatitbn of the debt discount over the shorter ottja)term of the related debt, or (b) the
conversion of the debt into equity instruments. dcount 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 deferred financing costs dhershorter of (a) the term of the related

debt, or (b) the conversion of the debt into eqirisiruments. Deferred financing costs represemptiofessional fees incurred in conjunction
with our debt financing activities.
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Loss on extinguishme

Loss on extinguishment represents the excess vlleguity securities issued to converting noteh@ddove the carrying value of the notes,
including accrued interest, unamortized debt diataand unamortized deferred financing costs.

Three Months Ended September 30, 2013 Compared to Three Months Ended September 30, 2012
Overview

We reported net losses of $1,391,873 and $2,904¢dr3fe three months ended September 30, 2012@1h2), respectively. The decrease ir
loss of $1,510,324 or 52% is due to a $1,575,6¢tedse in operating expenses primarily due to actexh in headcount and an increase of
$53,043 in gross profit on lower direct costs ofereue, partially offset by increased other expen$&d.18,390 due to increases in accrued
interest on outstanding notes and amortizatioretémed financing costs.

Revenue

Our revenues for the three months ended Septenth@033 were $527,210 as compared to revenuesAd!, &&0 for the three months ended
September 30, 2012. Revenues decreased by $18,848. dicensing revenues were $79,650 as compar8i31,468 in the comparative
period, a decrease of $71,818, or 47%. Duringdtthee months ended September 30, 2012, we recailagde order for approximately
$578,000, for which we did not have a like ordethia three months ended September 30, 2013. #&fwinte revenues were $348,924 as
compared to $275,635 in the comparative periodnenease of $73,289, or 27% due to the recognifaevenue on increased maintenance
renewals sold during the year. Subscription reesnwere $29,621 as compared to $56,846, a dewt828,225, or 48%, due to a general
decrease in subscription customers. Professgamaice revenues were $69,015 as compared to $6ih3he comparative period, an increase
of $7,105, or 11%, as a result of the deliveryeri/ies on increased professional service contracts

Direct cost of revenue

The direct cost of revenues during the three moatided September 30, 2013 and 2012 was $184,7 742&6¢463, respectively, representing
a decrease of $71,692 or 28%. The direct costvefimges as a percentage of revenues was approxr3afd and 47% for the three months
ended September 30, 2013 and September 30, 2@p2ctively. The decrease in direct cost of revemsesrelated decreased sales of hant
hardware. These hardware units are sold to themestwill little to no markup. It is impractical féhe Company to break out direct cost of
revenues by the types of revenues cited in thenteveiscussion above.

Sales and marketing expenses

Sales and marketing expenses decreased by $940/077%, in the three months ended September 3@ #0$274,025 from $1,214,102 in
the three months ended September 30, 2012. Theastibbdecrease in sales and marketing expensegrvaarily related to lower
commission expense on reduced revenues, and loagesrand stock-based compensation expense asdaetitdeadcount reductions (22
full-time employees at December 31, 2011, 34 follet employees at September 30, 2012, 27 full-timpleyees at December 31, 2012 and 1
full-time employees at September 30, 2013).

Research and development expel

Research and development expenses decreased hg&268r 44%, in the three months ended Septenthe2® 3 to $329,858 from $590,547
in the three months ended September 30, 2012. &trease was primarily due to a reduction in reicigiitees, wages and benefits expense,
amortization of intangibles, professional fees, autside services expense associated with spenelitugtions in the three months ended
September 30, 2013 as compared to the three mentiesi September 30, 2012.

General and administrative expenses
General and administrative expenses were $544@3#é three months ended September 30, 2013 gsarecthto $919,739 for the three
months ended September 30, 2012, a decrease oP8574r 41%. The decrease resulted from a reduatioon-cash stock-based

compensation expense and reduced professionalusidi® service expense, partially offset by angase in legal and financial service fees in
the three months September 30, 2013 as compatkd tbree months ended September 30, 2012.
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Interest, ne

Interest expense was $292,489 for the three mamitied September 30, 2013 as compared to $167,78¥efthree months ended September
30, 2012, representing an increase of $124,7024%. The increase was attributable to an increafacior fees and interest accrued on
outstanding notes payable as compared to the thoe¢hs ended September 30, 2012.

Amortization of debt discou

During the three months ended September 30, 204 3eworded amortization of debt discount of $193 &8 compared to $165,121 during the
three months ended September 30, 2012, due torihrgytof the recognition of the debt discount exgen

Amortization of deferred financing co:

During the three months ended September 30, 2043eworded amortization of deferred financing co$$101,521 as compared to $20,372
during the three months ended September 30, 2@liaceease of $81,149, or 398%, which representsrtaration of additional deferred
financing costs incurred in connection with the t9r@ffering during the three months ended Septerd®e2013 and other prior debt
financings.

Loss on extinguishme

During the three months ended September 30, 20I2eoeded a loss on extinguishment of $113,92%awared to no similar loss in the
comparable period in 2013. The loss was relatedeg@xtension of maturity of the 12% convertibléasosold in May and June 2012.

Nine Months Ended September 30, 2013 Compared to Nine Months Ended September 30, 2012
Overview

We reported net losses of $4,635,885 and $7,803¢0f56e nine months ended September 30, 2013 @hd, 2espectively. The decrease in ne
loss of $3,166,871, or 41%, was due to a $4,818}&tBease in operating expenses primarily as & @sdecreased stock-based compensatio
expenses and lower wages related to a reductibedadcount, partially offset by an increase of $686,in other expenses and a $1,020,986
decrease in gross profit on lower revenues.

Revenue

Our revenues for the nine months ended Septemb&033 were $1,491,582 as compared to revenue?, 423,497 for the nine months endec
September 30, 2012. Revenues decreased by $930/93%%. Licensing revenues were $270,450 as cardpar$l,284,416 in the
comparative period, a decrease of $1,013,966, #r. 7B addition to lower sales volume of new licenseanover year, during the nine mor
ended September 30, 2012, we received a large fid$578,000 for which we did not have a like argtethe nine months ended September
30, 2013. Maintenance revenues were $957,153 apareahto $831,750 in the comparative period, arease of $125,403, or 15%, primarily
due to the recognition of revenue on increased t@a@mce renewals sold during the year. Subgmmipévenues were $100,143 as comparec
to $193,216, a decrease of $93,073, or 48%, daegmeral decrease in subscription customersfesional service revenues were $163,836
as compared to $113,115 in the comparative pegiod)crease of $50,721, or 45%, as a result ofi¢higery of services on increased
professional service contracts.

Direct cost of revenue

The direct cost of revenues during the nine moattted September 30, 2013 and 2012 was $464,83433dd760, respectively, representing
an increase of $90,071, or 24%. The direct cost\wénues as a percentage of revenues was apprekirBa®s and 15% for the nine months
ended September 30, 2013 and 2012, respectivedyiritihease in direct cost of revenues was primeagited to royalty expenses associated
with the licensing of Intel DCM software which coranted in June of 2012. It is impractical for ther(any to break out direct cost of
revenues by the types of revenues cited in thenteveiscussion above.
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Sales and marketing expenses

Sales and marketing expenses decreased by $2,87561888%, in the nine months ended September@®IB & $1,150,283 from $3,626,16¢
the nine months ended September 30, 2012. Theateche sales and marketing expenses was due to ¢owemission expense on reduced

revenues, and lower wages and stock-based commmmeapense associated with headcount reductichfu(Ptime employees at December
31, 2011, 34 full-time employees at September B22227 full-time employees at December 31, 201RIahfulltime employees at Septem

30, 2013).

Research and development expel

Research and development expenses decreased h9 588 33%, in the nine months ended Septemhe2(IB to $1,201,112 from
$1,790,091 in the nine months ended September(3@,. Zhe decrease was primarily due to a reduatioron-cash stock-based compensatior
expense in the nine months ended September 30,840d@mpared to the nine months ended Septemb203R, While we have previously
curtailed research and development expendituresodc@sh constraints, we expect to ramp up researdldevelopment expenditures in the
future as working capital becomes available.

General and administrative expenses

General and administrative expenses were $1,672¢24Be nine months ended September 30, 2013rapamed to $3,425,794 for the nine
months ended September 30, 2012, a decrease &f334B, or 51%. The decrease resulted from adiratter 2012 charge to accrue for the
shortfall in Las Vegas office sublease income aspared to lease expense over the remainder oéthedf the lease, a reduction in non-cash
stock-based compensation expense and a decrdagaliexpenses and contracted financial servicpsrese, and other general cost reduction
measures enacted by management.

Interest, ne

Interest expense was $776,813 for the nine momitieceSeptember 30, 2013 as compared to $279,057efmine months ended September
30, 2012, representing an increase of $497,7567/8%6. The increase was attributable to an increefsetor fees and interest accrued on
outstanding notes payable as compared to the nimth® ended September 30, 2012.

Amortization of debt discou

During the nine months ended September 30, 2013eeaded amortization of debt discount of $199,88@ompared to $598,454 during the
nine months ended September 30, 2012, due tontegtiof the recognition of the debt discount exgens

Amortization of deferred financing co:

During the nine months ended September 30, 2013eem@ded amortization of deferred financing ca$t$131,247 as compared to $20,372
during the nine months ended September 30, 20lidcegase of $110,875, or 544%, which representst@ation of additional deferred
financing costs incurred in connection with the t9i@ffering during the nine months ended Septer@beP013 and other prior debt financir
Loss on extinguishme

During the nine months ended September 30, 2013eagrded a loss on extinguishment of $531,436 wiepresents the excess value of
equity securities issued to converting noteholdé®ve the carrying value of the debt. During theeninonths ended September 30, 2012 we
recorded a loss on extinguishment of $113,925edltd the extension of maturity of the 12% conbéetnotes sold in May and June 2012.

Other income

During the nine months ended September 30, 2012¢ea@ded other income of $3,368 which relatedéodisposition of fixed assets, with no
corresponding other income in the nine months efstgadember 30, 2013.
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Liquidity and Capital Resources
We measure our liquidity a variety of ways, inchglihe following:

September 30 December 31

2013 2012
(unaudited)
Cash $ 37,832 $ 16,799
Working Capital Deficienc $ (9,113,735 $ (7,223,933
Notes Payable (Gro— Current) $ 3,060,86% $ 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 debt and proceeds from the sale of auiflyespcurities in several private placements. Qurent business plan requires us to raise
additional capital in order to fund near term opiatpdeficits, incremental legal and accountingoagged with being a public company,
additional product development, and payment of pRgroll tax liabilities.

In January 2013, we completed two additional clgsiof the PPO pursuant to which we sold PPO Uait$129,999 of aggregate net proceed:
($150,000 of gross proceeds less $20,001 of issuawgts), at a purchase price of $45 per PPO Whtused the net proceeds from the
closings of the PPO for general working capitalcdémnection with the two closings, the placemerinagl) was paid aggregate cash
commissions of $15,000 (a component of issuances)casd (2) received broker warrants to purchagesBares of common stock.

On April 12, 2013, May 15, 2013 and May 30, 2018, verrowed $112,500, $200,035 and $150,035, raspbgtvia short-term interest free
loans from an affiliate. The loans rolled into tiféering discussed immediately below.

In June through September 2013 we completed this @ffering in which we sold an aggregate of $2,9%8& of units of our securities at a
price of $10,000 per unit. The closings resulteddgregate net proceeds of $771,751 ($2,451,9f80e6 proceeds less $1,253,103 of debt
conversions (relating to debt we previously borrdpless $427,064 of issuance costs). Each unitistsnsf (i) a $10,000 principal amount of
one year, 12% secured convertible promissory node(ig) 267 5-year warrants, each to purchase baeesof common stock at a price of $3.0C
per share at any time after the maturity date efrtbtes. For a more detailed discussion of theg@fnthe units, see Part Il, Item 5. Other
Information below.

In August and September 2013, we borrowed an agtgerf $310,000 via short-term interest free Idams two unaffiliated shareholders. As
of September 30, 2013, the amounts remain outstgnBbr a detailed discussion of these notes, agdIPltem 5. Other Information below.

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

Auvailability of Additional Funds
Although we do not currently anticipate any matecapital expenditures, we will need to raise adddl capital to meet our immediate
liquidity needs for operating expenses and prodagelopment in order to execute our business fflare are unable to obtain adequate funds

on reasonable terms, we may be required to signifig curtail or discontinue operations and/or éat¢o seek reorganization under the U.S.
bankruptcy code.
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Nine Months Ended September 30, 2013 and 2012

As expected, our net losses and usage of cash @sgaas we continue to incur incremental legalaswbunting costs associated with being a
public company and while we await the expected fisna&f our product development expenditures.

Operating Activities

Net cash used in operating activities for the mranths ended September 30, 2013 and 2012, amown$2279,336 and $3,620,2¢
respectively. During the nine months ended Septe®®e2013, the net cash used in operating a@svitias primarily attributable to the
$4,635,885 net loss, partially offset by $1,251,87B8on-cash adjustments and $1,104,674 was gedkiraim changes in operating assets anc
liabilities. During the nine months ended Septen8#kr2012, the net cash used in operating actswtias primarily attributable to the
$7,802,756 net loss, partially offset by $2,514,8680n-cash adjustments, and $1,667,743 was gexddram changes in operating assets an
liabilities.

Investing Activitie:

Net cash used in investing activities for the mmenths ended September 30, 2013 and 2012 amoun$dd 744 and $449,761, respectivi
Acquisition of intangible assets (shapes acquirechfa graphic designer for our database librarydhaschematics of specific computer
equipment) for the nine months ended Septembe2@®IB and 2012 amounted to $6,839 and $166,268¢teply. Acquisition of tangible
assets (property and equipment) for the nine maenkded September 30, 2013 and 2012 amounted t055ar@l $283,493 (primarily related
expenditures for technology for new hires and funa for the Folsom, California office in 2012)spectively. Cash constraints caused the
Company to limit its acquisition of tangible andaingible assets during the nine months ended Septed®, 2013.

Financing Activities

Net cash provided by financing activities for theexmonths ended September 30, 2013 and 2012 aewt;$2,311,113 and $3,500,6
respectively. For the nine months ended Septenthe2@®L3, the net cash provided by financing adtisitesulted primarily from the
$1,234,321 net proceeds from debt financings (grosseeds of $1,661,385 less $427,064 of issuavgis)c $636,793 of net advances from
our factor, $310,000 in proceeds from short terraades and $129,999 net proceeds from equity fingaggross proceeds of $150,000 less
$20,001 of issuance costs). For the nine monthsdBeptember 30, 2012, the net cash provided bpding activities resulted primarily from
$1,515,226 net proceeds from equity financingsggmroceeds of $1,748,747 less $233,521 of issuausts), $1,507,769 net proceeds from
debt financings (gross proceeds of $1,630,0004288,231 of issuance costs) and $461,627 of netraxs from our factor.

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 lialgfitand commitments in the normal course of busiresdiscussed in Note 2 to the
accompanying financial statements, we have noeaelia sufficient level of revenues to supportlmsiness and have suffered substantial
recurring losses from operations since our inceptichich conditions raise substantial doubt thatmwilebe able to continue operations as a
going concern. The accompanying financial statemdatnot include any adjustments that might be ss=rg if we were unable to continue as
a going concern.

The capital that we have raised has permitted gsntinue our investment in product developmentnogided working capital for us to win a
modest amount of new business. However, the anafurgw business generated has not yet supportecbstistructure and we need to
increase our investment in product development go-forward basis. During the nine months endede®ebper 30, 2013 and 2012, we
recorded net losses of $4,635,885 and $7,802,@Spectively. Through cost reduction measures, weedsed our net loss despite revenues
decreasing to $1,491,582 from $2,422,497. In amtditive have unpaid overdue payroll taxes relatripé third and fourth quarters of 2010,
the first quarter of 2011, the third and fourth eres of 2012 and the first and second quarte20@8B in the aggregate amount of approxims
$1,364,000. The IRS has placed federal tax lieasabgregate to approximately $771,000 against asrinection with the unpaid payroll ta
relating to the third quarter of 2010, fourth geantf 2010, the first quarter of 2011 and the tlgjuarter of 2012. If we are unable to negotiate
payment plan or a reduction in the amount of aryotaligation, the IRS or state authorities, as apple, could enforce their liens by levying
against our bank accounts, accounts receivablesthrd assets. Due to the current tax liens, weamently in default of our factoring
arrangement. As such, the factor could demanddpkiyment of the outstanding balance at any thkrlevy against or foreclosure on our as:
could have a material adverse effect on our firerpriospects.
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With the proceeds from our financing activitiesgdavith consideration of forecasted sales, we beliat we have enough cash on hand to
sustain our operations until December 2013. If veeumable to obtain additional financing on a tiyrigdsis and, notwithstanding any request
we may make, our debt holders do not agree to cothair notes into equity or extend the maturigges of their notes, we may have to delay
note and vendor payments and/or initiate cost arftfadcount reductions, which would have a matadakrse effect on our business, finar
condition and results of operations, and ultimatedycould be forced to discontinue our operatitigajdate and/or seek reorganization under
the U.S. bankruptcy code.

Off-Balance Sheet Arrangements
None.
Critical Accounting Policies and Estimates

There are no material changes from the criticabanting policies set forth in “Management’s Disdassand Analysis of Financial Condition
and Results of Operations” of our December 31, Zbhcial statements included in our Annual Repororm 10-K filed with the SEC on
April 16, 2013. Please refer to that document fecldsures regarding the critical accounting peBaielated to our business.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable

ITEM 4. CONTROLS AND PROCEDURES

Limitations on Effectiveness of Controls and Procedres

Our management, including our Chief Executive @ifi(Principal Executive Officer) and Chief Finarlédficer (Principal Financial Officer),
does not expect that our disclosure controls andgutures will prevent all errors and all fraud.@atol system, no matter how well conceived
and operated, can provide only reasonable, nof@esassurance that the objectives of the cosyrslem are met. Further, the design of a
control system must reflect the fact that thereraseurce constraints and the benefits of contnalst be considered relative to their costs.
Because of the inherent limitations in all conspstems, no evaluation of controls can provide labs@ssurance that all control issues and
instances of fraud, if any, within our company haeen detected. These inherent limitations inclbdéare not limited to, the realities that
judgments in decisic-making can be faulty and that breakdowns can doeoause of simple error or mistake. Additionatigntrols can be
circumvented by the individual acts of some persbygsollusion of two or more people, or by managatroverride of the control. The design
of any system of controls also is based in parhugatain assumptions about the likelihood of fetevents and there can be no assurance the
any design will succeed in achieving its statedgyaader all potential future conditions. Over tjmentrols may become inadequate becau
changes in conditions, or the degree of compliavitethe policies or procedures may deteriorateeaBese of the inherent limitations in a cost-
effective control system, misstatements due tar@nrdraud may occur and not be detected.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresdtetiesigned to ensure that material informa#gopuired to be disclosed in our periodic
reports filed under the Securities Exchange Ad984, as amended (the “Exchange Act”), is recorgeutessed, summarized, and reported
within the time periods specified in the SEC’s sudand forms and to ensure that such informati@tésimulated and communicated to our
management, including our chief executive officed ahief financial officer as appropriate, to alltmely decisions regarding required
disclosure.

During the year ended December 31, 2012, our mamaige in conjunction with an independent expemdited a controls risk assessment
covering entity level controls, all financial traesion processes, and key financial reporting psesg of the Company. The results of the risk
assessment identified and prioritized focus areafufther audits and possible areas of remediatiawever, due to insufficient financial
resources, the Company was not able to fund efforasidit the key areas identified and to perforocpss improvements to existing control
ensure that we have effective internal control dwemcial reporting.
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As part of our Form 10-K for the year ended Decen®ig 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 efaudited consolidated financial statements. Th€ 8&s stated that the delivery of adjus
journal entries by an independent registered pw@ndoounting firm creates a presumption that a rizt@eakness in internal controls exi”
During subsequent months, we have evaluated thecanse(s) for the adjusting journal entries antlidtented key process flows from our |
assessment. In addition, we have implementedawgpnents in controls designed to mitigate theseesincluding increased reconciliations,
improved electronic and physical record retentaond changes of personnel and processes. Managerpatts to complete its assessment o
internal control over financial reporting duringetfourth quarter of 2013.

Beginning in the first quarter of 2013, the Compamployed a financing reporting consultant to assith its SEC quarterly and annual
reports. Our management concluded that, the mhtegimknesses that existed in the Company’s disptosontrols and procedures, a subset of
the Company’s overall system of controls were raated as of September 30, 2013. Management exfgectsnplete its assessment of
internal control over financial reporting duringetfourth quarter of 2013.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time we may be a defendant and pfaintvarious legal proceedings arising in the natmourse of our business. Except as
described below, we are currently not a party praaterial legal proceedings or government actiomduding any bankruptcy, receivership,
or similar proceedings. Furthermore, as of the datais Quarterly Report, our management is naravwof any proceedings to which any of
our directors, officers, or affiliates, or any asiste of any such director, officer, affiliate, scurity holder is a party adverse to our compar
has a material interest adverse to us.

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, Gpuf Westchester.

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 esgpkes that we subsequently hired, and is seekiB@8a plus earned interest at the rate of
per annum from May 3, 2012. On April 25, 2013, plagties signed a settlement. Payment is pending.

On January 25, 2013, we and our CEO were namedadizfi¢s in a complaint filed in the Superior CodrCalifornia, County of Sacramento,
case number 34-2013-00138978 by Daniel Lucas,aurdr employee. The complaint alleges that we edterto an employment agreement
with Mr. Lucas for the purposes of providing seed@as our Regional Sales Manager, that we and B0r [Zeached the agreement by refusinc
to compensate Mr. Lucas for his services, andraswt, Mr. Lucas is seeking lost compensationlzemkfits in the amount of $77,429,
compensatory damages, attorneys’ fees, interestaay other relief as the court deems just andgardfe dispute these claims, have hired
counsel to represent us in the matter and haveeshitleto negotiations with the plaintiffs to setthese claims.

On January 25, 2013, we and our CEO were nameddifi¢s in a complaint filed in the Superior Codr€alifornia, County of Sacramento
case number 34-2013-00138979 by Timothy Baronefayarer employee who was terminated for cause.cbimeplaint alleges that we entered
into an employment agreement with the Plaintifftfoe purposes of providing services as our Senice Yresident, Global Accounts and
Partners, that we and our CEO breached the agrédmeafusing to compensate Mr. Barone for his isers; and as a result, Mr. Barone is
seeking lost compensation and benefits in the atmufu$i1 94,596, additional tax liability of $150,00mpensatory damages, exemplary
and/or punitive damages in an amount to be detemhiattorneys’ fees, interest, and any other rakethe court deems just and proper. We
dispute certain amounts in these claims, have ltioedisel to represent us in the matter and hawzezhinto negotiations with the plaintiffs to
settle these claims.

On February 20, 2013, we were named as a defeidardomplaint filed in the Superior Court, Wakeu@ity, State of North Carolina, case
number 1I3CV002442 by Accentuate Staffing Inc. Thmplaint alleges that we were invoiced for serviegating to professional staffing
services as defined in a certain contract exeauedecember 20, 2011, and is seeking $59,824 ptasaist and costs as allowed by law. On
April 3, 2013, Accentuate obtained Entry of Defaaritl Default Judgment and on April 25, 2013, a WiriExecution was issued. On July 3,
2013, this case was settled in full.

On February 25, 2013, we, our CEO and our CFO waneed defendants in a complaint filed in the SygpeZourt, Commonwealth of
Massachusetts, civil case number 13-0641 by Davieakey, 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. We have signed a
settlement agreement in the matter for which paynsgmending.

On March 11, 2013, we were named as a defendantamplaint filed in the Superior Court, Wake CgurBtate of North Carolina, case
number 13CV003506 by TSG and Associates, LLC dib&a Select Group Raleigh, LLC. The complaint altetiet we were invoiced for
services relating to professional staffing servigeslescribed by a Direct Hire Agreement dated 1802011, and is seeking $41,000, plus
attorney’s fees of $6,150. We are currently workingard a settlement agreement. On October 16,,28&3laim was settled in full.
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On June 19, 2013, we and our CEO were named defenithea complaint filed in the Superior Court dlifbrnia, County of Sacramento case
number 34-2013-00146750 by David Wagner, our foremployee who resigned from the Company. The campddleges that we entered
into an employment agreement with the Plaintifftfoe purposes of providing services as our Exeelfice President, Sales, that we and our
CEO breached the agreement by refusing to compeMatVagner for his services, and as a result,Whgner is seeking lost compensation
and benefits in the amount of $137,965.72, severpag in the amount of $45,000, attorneys’ fedsr@st, and any other relief as the court
deems just and proper. We dispute certain amounritese claims, have hired counsel to represeint the matter and have entered into
negotiations with the plaintiffs to settle thesaimis.

ITEM 1A. RISK FACTORS
Not applicable to smaller reporting compan
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On September 30, 2013, we completed a fourth gosirthe Units Offering in which we sold $7,500wfits of our securities. For a detailed
discussion of this closing, see Part I, Item Shédtinformation below.

In August and September 2013, we borrowed $310@0‘Loans”) from two of our unaffiliated sharetets (collectively, the
“Shareholders”). Subject to our Board of Directapproving the terms of the Loans, we intend toagsuthe Shareholders, in consideration of
the Loans, 8% convertible promissory notes (theat8holder Notes”). The Shareholder Notes would read6é months from the date of
issuance and would be convertible at any time,holevor in part, at the option of the holders, intits of our securities at the conversion price
of $0.50 per unit. Each unit would consist of (iecsshare of our common stock and (ii) ongedr warrant to purchase one share of our con
stock at an exercise price of $0.50 per share t&@imes of the Shareholder Notes (including the cosiga terms) are subject to approval by our
Board of Directors. In the event that our Boardakctors does not approve the terms of the Shédehdlotes (including the conversion
terms), we intend to negotiate with the Sharehsldeiprovide for alternative terms for the Notehkjaln would then be against subject to
approval by our Board of Directors.

The foregoing securities were issued in reliancéherexemption from registration contained in Sett(2) of the Securities Act of 1933, as
amended (the “Act”), for transactions of an issu@trinvolving a public offering and/or Rule 506Ré&gulation D or Regulation S under the
Act.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

We are in default under a December 8, 2008, 5%08&mbmissory Note (the “Note”) issued to a primtiphareholder. Interest and principal
became due on the Note on June 10, 2009. As oéfdetr 30, 2013, we owed $50,000 in principal ar@iCR0 in accrued interest on the N
We intend to pay off the Note, including all acatueterest due thereon, as and when funding omee&permit.

We are in default on $508,945 face value of 12% Adeel Notes. Accrued interest was $83,205 relatéoeté\mended 12% Notes outstand
at September 30, 2013. Pursuant to the terms dkittended 12% Notes, noteholders are entitled teg#ll remedies in order to pursue
collection and we are obligated to bear all reabtEneosts of collection. To date, no Amended 12%eNmwlders have pursued collection.

We are in default on $50,000 face value of 8% NoAesrued interest was $4,489 related to the 8%e8lotitstanding at September 30, 2013.
Pursuant to the terms of the 8% Notes, noteholerentitled to all legal remedies in order to persollection and we are obligated to bear al
reasonable costs of collection. To date, the 8% Motder has not pursued collection.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
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ITEM 5. OTHER INFORMATION

On September 30, 2013, we completed a fourth dosira private offering (the “Units Offering”) inkich we sold $7,500 of units of our
securities at a price of $10,000 per unit to NayeSACK, LLC (“Navesink RACK”) and Black Diamond fé&ncial Group LLC (“BDFG"and
their affiliates (collectively, the “Purchasers”daaur principal shareholders). This was the fidasing under the Units Offering in which we
were offering up to $5,000,000 of units of our sém@s to the Purchasers. Each unit consisted)af $10,000 principal amount of secured
convertible promissory note (the “Notes”) and 2§7 5-year warrants (the “Warrants”), each to pasehone share of common stock at a price
of $3.00 per share at any time after the matuste @f the Notes. The Notes mature one year fren#te of issuance. Pursuant to an amend
agreement, the Purchasers may, individually, oneatime basis, as the result of making a colledtivestment in excess of $1,500,000 in the
aggregate, at any time during the term of the Natesvert the Notes, including all accrued inteckst thereon, into 1,275,629 shares
(collectively 2,551,258 shares) of our common stgbk “Conversion Shares”), which represented 423%h (collectively 85%) of the
Companys issued and outstanding common shares as of ARgRBL3, the date of the Reverse Split. By agre¢nifethe Notes are converte
the Purchasers will each receive 50% of the CoimeiShares without regard to their respective stipsan amounts. In the event of such
conversion and the issuance of the Conversion Slatbe Units Offering, the Warrants shall be edled. As collateral security for our
obligations under the Notes and related documemsuted in connection with the Units Offering, weld/isual Network Design, Inc., our
wholly owned Delaware corporation (“VNDI"), grantélte Purchasers a security interest in all of ol @NDI’s assets pursuant to the terms
of the Security Agreement, dated as of June 113 20 “Security Agreement”). To further secure obligations, VNDI executed a Guaranty,
dated as of June 11, 2013 (the “Guaranty”), pursteawhich VNDI agreed to guaranty our obligatiavsed to the Purchasers. The Notes are
junior in priority to the Compar's indebtedness to its factor, trade debt and a0$®08% Note. The Units Offering was necessanntabée us

to facilitate the continuation of operations ang@ast of our restructuring plan which includes Beverse Split intended to increase the market
price of our common stock and thereby increasertheketability and liquidity of our common stock. BB and Navesink RACK are our
principal shareholders and/or affiliates. All oéttnembers of Navesink RACK purchased our equityardebt securities in prior offerings. In
connection with the Units Offering, in July 2018@alder of our 8% Convertible Promissory Note dugyéat 30, 2013, converted its note in the
amount of $106,533 (including outstanding principadl interest) into the Units Offering.

In August and September 2013, we borrowed an agtger $310,000 (the “Loans”) from the Sharehold8tshject to our Board of Directors
approving the terms of the Loans, we intend toagsuthe Shareholders, in consideration of the kptre Shareholder Notes. The Shareholde
Notes would mature 36 months from the date of isseand would be convertible at any time, in whwlén part, at the option of the holde
into units of our securities at the conversion @€ $0.50 per unit. Each unit would consist ofofile share of our common stock and (ii) one 3
year warrant to purchase one share of our comnumk st an exercise price of $0.50 per share. Timestef the Shareholder Notes (includ

the conversion terms) are subject to approval nyBmard of Directors. In the event that our Boaf@®oectors does not approve the terms of
the Shareholder Notes (including the conversiom$grwe intend to negotiate with the Shareholdergdovide for alternative terms for the
Notes, which would then be against subject to apgroy our Board of Director:

ITEM 6. EXHIBITS

In reviewing the agreements included as exhibithiForm 10-Q, please remember that they areded to provide you with information
regarding their terms and are not intended to pleainy other factual or disclosure information d@hwuor the other parties to the agreements.
The agreements may contain representations andmis by each of the parties to the applicableeagent. These representations and
warranties have been made solely for the benetheparties to the applicable agreement and:

. should not in all instances be treated as categjstatements of fact, but rather as a way of atlag the risk to one of the parties
if those statements prove to be inaccur

. have been qualified by disclosures that were madeet other party in connection with the negotiaiid the applicable agreeme
which disclosures are not necessarily reflectetiénagreemen

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

. were made only as of the date of the applicableeagent or such other date or dates as may beigpdcithe 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 us may be found elsevehin this Form 10-Q and our other public filingsich are available without charge
through the SEC’s website at http://www.sec.gov.
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The following exhibits are included as part of theport:

Exhibit No. Description
Certificate of Amendment to the Articles of Incorption of the Registrant, filed with the SecretafysState of the Sta
3.1
of Nevada on July 29, 2013 (
4.1 Form of 12% Secured Convertible Promissory Note
4.2 Form of Investor Warrant issued to the investorh@éUnits Offering (2
10.1 Form of Subscription Agreement by and among thed®@at and the investors in the Units Offering
10.2 Form of Security Agreement by and among the Remistind the investors in the Units Offering

Guaranty, dated as of June 11, 2013, issueddiyal/Network Design, Inc. in favor of the investdan the Units

10.3 Offering (2)
10.4 F?frm of ?c))llateral Agent Agreement by and amthegCollateral Agent, Registrant and the invesitothe Units
' Offering (2
10.5 Placement Agency Agreement, dated as of ApriDA3, as amended, by and among the Registratthe®ter Capital
' Markets, LLC and Navesink RACK, LLC, as amendedone 5, 2013 (z
10.6 Subscription Escrow Agreement dated March 28328y and among the Registrant, Gottbetter Cabitakets, LLC,
’ Navesink RACK, LLC and CSC Trust Company of Delaav)
31.1* Certification of Principal Executive Officer pursutao Section 302 the Sarba-Oxley Act of 2002
31.2* Certification of Principal Financial Officer purquato Section 302 the Sarba-Oxley Act of 2002
30 1 Certification of Chief Executive Officer pursudn 18 U.S.C. Section 1350, as adopted pursuadétdion 906 of the
' Sarbane-Oxley Act of 200z
30 o Certification of Chief Financial Officer pursuan 18 U.S.C. Section 1350, as adopted pursuabéttion 906 of the
' Sarbane-Oxley Act of 200z
101.INS* XBRL Instance Documer
101.SCH* XBRL Schema Documel
101.CAL* XBRL Calculation Linkbase Docume
101.DEF* XBRL Definition Linkbase Documer
101.LAB* XBRL Label Linkbase Documel
101.PRE* XBRL Presentation Linkbase Docume
* Filed herewith.
** This certification is being furnistieand shall not be deemed “filed” with the SECgarposes of Section 18 of the Exchange Act, ol

otherwise subject to the liability of that sectiamd shall not be deemed to be incorporated byaweée into any filing under the Securities Act
or the Exchange Act, except to the extent thatelyestrant specifically incorporates it by referenc

(1) Filed as Exhibit 3.1 to the Registts. Current Report on Form 8-K filed with the SBE& August 1, 2013, which exhibit is
incorporated herein by reference.

(2) Filed with the SEC on August 19, 2@k an exhibit, numbered as indicated above gt&R#yistrant’s Form 10-Q for the quarterly
period ended June 30, 2013, which exhibit is inoafed herein by reference.
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SIGNATURES

In accordance with the requirements of the Seesriixchange Act of 1934, the Registrant has cah&edeport to be signed on its behalf by
the undersigned, thereunto duly authorized.

RACKWISE, INC.

Date: November 19, 2013 By: /s/ Guy A. Archbolc
Guy A. Archbold, Chief Executive Office

Date: November 19, 2013 By: /sl Jeff Winzele

Jeff Winzeler, Chief Financial Office
(Principal Accounting Officer
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EXHIBIT INDEX

Exhibit No. Description
Certificate of Amendment to the Articles of Incorption of the Registrant, filed with the SecretafysState of the Sta
3.1
of Nevada on July 29, 2013 (
4.1 Form of 12% Secured Convertible Promissory Note
4.2 Form of Investor Warrant issued to the investorh@éUnits Offering (2
10.1 Form of Subscription Agreement by and among thed®@at and the investors in the Units Offering
10.2 Form of Security Agreement by and among the Remistind the investors in the Units Offering

Guaranty, dated as of June 11, 2013, issueddiyal/Network Design, Inc. in favor of the investdan the Units

10.3 Offering (2)
10.4 F?frm of ?c))llateral Agent Agreement by and amthegCollateral Agent, Registrant and the invesitothe Units
' Offering (2
10.5 Placement Agency Agreement, dated as of ApriDA3, as amended, by and among the Registratthe®ter Capital
' Markets, LLC and Navesink RACK, LLC, as amendedone 5, 2013 (z
10.6 Subscription Escrow Agreement dated March 28328y and among the Registrant, Gottbetter Cabitakets, LLC,
’ Navesink RACK, LLC and CSC Trust Company of Delaav)
31.1* Certification of Principal Executive Officer pursutao Section 302 the Sarba-Oxley Act of 2002
31.2* Certification of Principal Financial Officer purquato Section 302 the Sarba-Oxley Act of 2002
30 1 Certification of Chief Executive Officer pursudn 18 U.S.C. Section 1350, as adopted pursuadétdion 906 of the
' Sarbane-Oxley Act of 200z
30 o Certification of Chief Financial Officer pursuan 18 U.S.C. Section 1350, as adopted pursuabéttion 906 of the
' Sarbane-Oxley Act of 200z
101.INS* XBRL Instance Documer
101.SCH* XBRL Schema Documel
101.CAL* XBRL Calculation Linkbase Docume
101.DEF* XBRL Definition Linkbase Documer
101.LAB* XBRL Label Linkbase Documel
101.PRE* XBRL Presentation Linkbase Docume
* Filed herewith.
** This certification is being furnisld and shall not be deemed “filed” with the SECpforposes of Section 18 of the Exchange Act, o

otherwise subject to the liability of that sectiamd shall not be deemed to be incorporated byaweée into any filing under the Securities Act
or the Exchange Act, except to the extent thatelyestrant specifically incorporates it by referenc

(1) Filed as Exhibit 3.1 to the Regist's Current Report on Form 8-K filed with theGBn August 1, 2013, which exhibit is
incorporated herein by reference.

(2) Filed with the SEC on August 1912@&s an exhibit, numbered as indicated abovéet®Registrant’'s Form 10-Q for the quarterly
period ended June 30, 2013, which exhibit is inoafed herein by reference.




Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE AND FINANCIAL  OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Guy A. Archbold, certify that:
1. | have reviewed this quarterly nemm Form 10-Q of Rackwise, Inc. for the quartqrériod ended September 30, 2013;

2. Based on my knowledge, the quarterly report doésmatain any untrue statement of material faciroit to state a mater
fact necessary to make the statements made, indfghe circumstances under which such statemeets made, not misleading with resj
to the period covered by this quarterly report;

3. Based on my knowledge, the financial statementd,aher financial information included in this gteaty report, fairl
present in all material respects the financial dior results of operations and cash flows of ibgistrant as of and for the periods present
this quarterly report;

4, The registrast'other certifying officers and | are responsilbe é€stablishing and maintaining disclosure contwaots
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresgused such disclosure controls and proceduries tiesigne
under our supervision, to ensure that materialrinédgion relating to the registrant, including ittnsolidated subsidiaries, is made known 1
by others within those entities, particularly dgrihe period in which this quarterly report is lipprepared;

(b) Designed such internal control over financial réipgr or caused such internal control over finah@gaorting to b
designed under our supervision, to provide readeradsurance regarding the reliability of financigborting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgistrants disclosure controls and procedures; and presémttids report ot
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegeovered by this report based on ¢
evaluation; and

(d) Disclosed in this report any changé¢he registrans internal control over financial reporting thatooed durin
the registrant’'s most recent fiscal quarter that inaterially affected, or is reasonably likely tatarially affect, the registramstinternal contre
over financial reporting; and

5. The registrastother certifying officers and | have disclosedsdd on our most recent evaluation of internalrobmwitve:
financial reporting, to the registrant's auditonsdathe audit committee of the registrantioard of directors (or persons performing
equivalent function):

€) All significant deficiencies and material weaknesse the design or operation of internal controkfinancia
reporting which are reasonably likely to adversafgct the registrant’ ability to record, process, summarize and refimaincial informatior
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéamin the
registrant’s internal controls.

Date: November 19, 2013 Byls/ Guy A. Archbolc
Name: Guy A. Archbold
Title:  Chief Executive Officer (Principal Executive Offige




Exhibit 31.2

CERTIFICATION OF PRINCIPAL EXECUTIVE AND FINANCIAL  OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Jeff Winzeler, certify that:
1. | have reviewed this quarterly nemm Form 10-Q of Rackwise, Inc. for the quartqrériod ended September 30, 2013;

2. Based on my knowledge, the quarterly report doésmatain any untrue statement of material faciroit to state a mater
fact necessary to make the statements made, indfghe circumstances under which such statemeets made, not misleading with resj
to the period covered by this quarterly report;

3. Based on my knowledge, the financial statementd,aher financial information included in this gteaty report, fairl
present in all material respects the financial dior results of operations and cash flows of ibgistrant as of and for the periods present
this quarterly report;

4, The registrast'other certifying officers and | are responsilbe é€stablishing and maintaining disclosure contwaots
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresgused such disclosure controls and proceduries tiesigne
under our supervision, to ensure that materialrinédgion relating to the registrant, including ittnsolidated subsidiaries, is made known 1
by others within those entities, particularly dgrihe period in which this quarterly report is lipprepared;

(b) Designed such internal control over financial réipgr or caused such internal control over finah@gaorting to b
designed under our supervision, to provide readeradsurance regarding the reliability of financigborting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgistrants disclosure controls and procedures; and presémttids report ot
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegeovered by this report based on ¢
evaluation; and

(d) Disclosed in this report any changé¢he registrans internal control over financial reporting thatooed durin
the registrant’'s most recent fiscal quarter that inaterially affected, or is reasonably likely tatarially affect, the registramstinternal contre
over financial reporting; and

5. The registrastother certifying officers and | have disclosedsdd on our most recent evaluation of internalrobmwitve:
financial reporting, to the registrant's auditonsdathe audit committee of the registrantioard of directors (or persons performing
equivalent function):

€) All significant deficiencies and material weaknesse the design or operation of internal controkfinancia
reporting which are reasonably likely to adversafgct the registrant’ ability to record, process, summarize and refimaincial informatior
and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéamin the
registrant’s internal controls.

Date: November 19, 2013 Byls/ Jeff Winzele
Name: Jeff Winzeler
Title:  Chief Financial Officer (Principal Financial Offige




Exhibit 32.1

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

In connection with the Quarterly Report of Rackwibe. (the “Company”) on Form 1Q-for the quarter ended September 30, 2013 as
with the Securities and Exchange Commission ord#te hereof (the “Report”), Guy A. Archbold, Chief Executive Officer of th@ompany
certify, pursuant to 18 U.S.C. Section 1350, aspsetb pursuant to Section 906 of the Sarbabeey Act of 2002, that, to the best of
knowledge:

(1) The Report fully complies with thequirements of Section 13(a) or 15(d) of the S¢iesrExchange Act of 1934; and

(2) The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results «
operations of the Company.

A signed original of this written statement reqditey Section 906 has been provided to the Compadydll be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon request.

Date: November 19, 2013 By: /s/ Guy A. Archbolc
Name: Guy A. Archbold
Title:  Chief Executive 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 Quarterly Report of Rackwibe. (the “Company”) on Form 1Q-for the quarter ended September 30, 2013 as
with the Securities and Exchange Commission ondtite hereof (the “Report”), Jeff Winzeler, Chief Financial Officer of the @pany
certify, pursuant to 18 U.S.C. Section 1350, aspsetb pursuant to Section 906 of the Sarbabeey Act of 2002, that, to the best of
knowledge:

(1) The Report fully complies with thequirements of Section 13(a) or 15(d) of the S¢iesrExchange Act of 1934; and

(2) The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results «
operations of the Company.

A signed original of this written statement reqditey Section 906 has been provided to the Compadydll be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon request.

Date: November 19, 2013 By: /s/ Jeff Winzele
Name: Jeff Winzeler
Title:  Chief Financial Office




