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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

Rackwise, Inc. and Subsidiary
Condensed Consolidated Balance Shee

March 31, December 31
2012 2011
(unaudited)
Assets
Current Assets
Cash and cash equivale $ 190,16° $ 613,44.
Accounts receivable, net of allowance for factorfiegs
of $15,473 and $3,582, respectiv. 243,20: 212,95(
Prepaid expenses and other current assets 118,73t 73,564
Total Current Asset 552,10! 899,95
Property and equipment, r 298,00¢ 130,07:
Intangible assets, n 151,13: 162,45:
Deposits and other assets 62,31! 22,13:
Total Assets $ 1,063,55 $ 1,214,61
Liabilities and Stockholders' Deficiency
Current Liabilities:
Accounts payabl $ 1,256,41 $ 1,072,711
Accounts payabl- related partie 10,00( 3,09(
Due to factol 256,22: 179,14!
Accrued expense 1,224,98 1,440,29.
Accrued issuable equi - 1,560,033
Accrued interes- related partie 8,27: 7,64¢
Current portion of notes payal- related partie 50,00( 50,00(
Current portion of capital lease obligatic 3,20z 3,81t
Current portion of deferred re 65,93« 2,75¢
Deferred revenues 540,96! 525,33
Total Current Liabilities 3,415,99! 4,844,83
Deferred rent, nc-current portior 112,94( 21,65(
Total Liabilities 3,528,93 4,866,48
Commitments and Contingenci
Stockholders' Deficiency
Preferred stock, $0.0001 par val
authorizec- 10,000,000 share
issued and outstandil- none - -
Common stock, $0.0001 par valt
authorizec- 300,000,000 share
issued and outstandil- 99,215,472 and 94,863,8
shares, respective 9,92 9,48’
Additional paic-in capital 33,640,23 30,225,06
Accumulated defici (36,115,53) (33,886,42)
Total Stockholders' Deficienc (2,465,37) (3,651,86)
Total Liabilities and Stockholders' Deficien $ 1,063,55 $ 1,214,61

See Notes to these Condensed Consolidated Fin&tatgiment






Condensed Consolidated Statements of Operatiol

Revenues
Direct cost of revenue
Gross Profi
Operating Expenses
Sales and marketir
Research and developmt
General and administrati\
Total Operating Expens
Loss From Operatior
Other Income (Expense’
Interest, ne
Amortization of debt discout
Gain on change in fair value of derivative lialg
Other income

Total Other Income (Expense)

Net Loss
Net Loss Per Common She- Basic and Dilutet

Weighted Average Number of Common She
Outstanding¢- Basic and Dilute:

Rackwise, Inc. and Subsidiary

(unaudited)

See Notes to these Condensed Consolidated Fin&tateiment

For The Three Months

Ended March 31,

2012 2011
684,14¢ $ 536,47
61,96 48,76¢
622,18 487,70¢
909,07: 248,14
641,11: 171,54¢

1,309,50 563,47
2,859,68! 983,17
(2,237,50) (495,46
(679) (140,38))

- (305,999

- 42,71¢

9,06: -
8,39( (403,662
(2,229,11) $ (899,12)
(0.02 $ (0.02)
95,848,18 40,456,60




Rackwise, Inc. and Subsidiary
Condensed Consolidated Statement of Changes in Skbolders' Deficiency
For The Three Months Ended March 31, 201:

(unaudited)
Additional
Common Stock Paid-In Accumulated
Shares Amount Capital Deficit Total

Balance- January 1, 201 94,863,80 $ 9,487 $ 30,225,06 $ (33,886,42) $ (3,651,86)
Issuance of common stock a

warrants- private placement, n 4,356,66! 43€ 1,446,67: - 1,447,11.
Issuance of accrued equ 145,00( 14 1,560,011 - 1,560,03I
Issuance of restricted shal

as compensatic 100,00( 10 34,49( - 34,50(
Stocl-based compensatic - - 430,96( - 430,96(
Cancellation of shares pursuan

settlement agreeme (250,000) (25 (56,979 - (57,000
Net loss - - - (2,229,11) (2,229,11)
Balance- March 31, 201: 99,215,47 $ 9,92: $ 33,640,233 $ (36,11553) $ (2,465,37)

See Notes to these Condensed Consolidated Fin&tateiments




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

(unaudited)

For The Three Months
Ended March 31,
2012 2011

Cash Flows From Operating Activities
Net loss $ (2,229,11) $ (899,12)
Adjustments to reconcile net loss to net ¢
used in operating activitie

Depreciatior 20,95¢ 11,35:¢
Amortization of intangible asse 35,57 36,20:
Stock-based compensatic 465,46( 79,63’
Cancellation of shares pursuant to settlement aggat (57,000 -
Change in fair value of derivative liabiliti - (42,719
Amortization of debt discout - 305,97¢
Provision for factoring fee 11,89: (146,08)
Deferred ren 154,46" (14)

Changes in operating assets and liabilit
Accounts receivabl (42,149 1,086,01.
Prepaid expenses and other current a: (45,172) (52,09
Deposits and other ass: (40,18)) (979
Accounts payabl 183,70: (75,939
Accounts payabl- related partie 6,91( 37,87:
Due to factol 77,07¢ (548,71
Accrued expense (215,31) 206,09¢
Accrued interes- related partie 62t 140,14
Deferred revenues 15,63: (243,12)
Total Adjustments 572,47¢ 793,64t
Net Cash Used in Operating Activities (1,656,63) (105,48)

Cash Flows From Investing Activities

Acquisition of property and equipme (188,881) -

Acquisition of intangible asse (24,25:) (3,189
Net Cash Used in Investing Activities (213,140 (3,189

Cash Flows From Financing Activities

Proceeds from notes payal - 63,00(
Issuance of common stock and warrants, ne 1,447,11. -
Payment of capital lease obligations (613) (1,699
Net Cash Provided by Financing Activities 1,446,50. 61,30¢
Net Decrease In Casl (423,27¢) (47,36¢)
Cash- Beginning 613,44: 47,36¢
Cash- Ending $ 190,16 $ -
[1] Gross proceeds of $1,633,750, less issuansts o $186,63¢€
Supplemental Disclosures of Cash Flow Information
Non-cash operating and financing activit
Issuance of accrued equity $ 1,560,031 $ s
Conversion of accrued interest into shares of comstock $ - $ 2,50(




See Notes to these Condensed Consolidated Fin&tatement




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 1 — Organization, Operations, and Basis of Psentation

Organization and Operations

Rackwise, Inc. and Subsidiary (collectively “Rack®ii or the “Company”)s headquartered in Folsom, California, with awafe developme
and data center in Research Triangle, North Caolihe Company creates Microsoft applications &work infrastructure administrators t
provide for the modeling, planning, and documentatf data centers. The Company sells its apptinatin four primary products: Rackw
Standard Edition, Rackwise Enterprise Edition, Rdsk Data Center Manager and Rackwise Web edition.

On August 24, 2010, MIB Digital, Inc., a Floridalpiec corporation formed on September 23, 2009, mengith Cahaba Pharmaceuticals, |
a Nevada corporation formed on August 20, 2010 if&ba”), for the sole purpose of effecting the merger. Cahabs the survivor in tl
merger and the principal purposes of the mergerewerchange the domicile of the company from Flrid Nevada and to effec
recapitalization. On July 8, 2011, Cahaba mergeati Wt newly formed, wholly owned subsidiary, VisiNetwork Design, Inc., a Neva
corporation. Cahaba was the survivor in the merbat, changed its name in the merger to Visual Netwesign, Inc. (“Visual”).On
September 21, 2011, Visual effected a merger witud Network Design, Inc., a Delaware corporatidova Rackwise (“VNDI").As a resu
of the merger, Visual acquired the business of VIdBdl continued the existing business operationsNidl, as its wholly owned subsidia
On September 29, 2011, Visual merged with its nefelyned, wholly owned subsidiary, Rackwise, IncNavada corporation formed
September 28, 2011. Visual was the survivor inntieeger, but changed its name in the merger to Riaekunc.

Basis of Presentation

The accompanying unaudited condensed financiarstts have been prepared in accordance with aiicgyominciples generally acceptec
the United States of America (“U.S. GAAPf)r interim financial information. Accordingly, tigedo not include all of the information &
footnotes required by U.S. GAAP for complete finahstatements. In the opinion of management, statements include all adjustme
(consisting only of normal recurring items) whiale @onsidered necessary for a fair presentatidheotonsolidated financial statements o
Company as of March 31, 2012. The results of oerafor the three months ended March 31, 2012hatenecessarily indicative of t
operating results for the full year. It is recommed that these condensed financial statements dgk ineconjunction with the financ
statements and related disclosures for the yeagceb@cember 31, 2011 included in the Annual Reporftorm 10K filed with the Securitie
and Exchange Commission (“SEC”) on March 30, 2012.

Note 2 - Liquidity, Going Concern and Management'®?lans

The Company has incurred substantial recurringelssnce its inception. The Compasnygurrent strategy is to raise capital and invieal
capital in such a way that the Company rapidly grats market share and revenues, eventually reguili profits and cash from operatic
However, this strategy requires a rapid build-uméfastructure that will initially exacerbate t®mpanys operating deficit and use of cas
operations, because the expected revenue expamtiday the investment in infrastructure. The dapthat the Company has raised, and li
will continue to raise, will be used to invest in expanded salesforce, to fund development of dftevare product, to fund incremental le
and accounting costs associated with being a pudiopany and to fund the Compasyoperating deficit and general working ca|
requirements.




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

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

During the three months ended March 31, 2012 aedtwelve months ended December 31, 2011, the Compased net proceeds
$1,447,114 (gross proceeds of $1,633,750 lessrissuzosts of $186,636) and $6,089,753 (gross pdsoee$6,545,012 less issuance cos
$455,259), respectively, in private offerings ofmooon stock and warrants. This capital has permitted Company to proceed with
infrastructure investments. During the three morghded March 31, 2012, the Company hired 14 peapbdyding 11 salespersons, wh
brought the Company to a full complement of sateff &1 the United States and Latin America markets

As expected, the Compamynet losses and usage of cash has expanded,itndwaits the expected benefits of its investmBniring the thre
months ended March 31, 2012 and 2011, the Comparyrded net losses of approximately $2,229,000$889,000, respectively, wh
revenues expanded to approximately $684,000 froB6 880, respectively. During the three months endiedch 31, 2012 and 2011, -
Company used cash in operating activities of apgprately $1,657,000 and $105,000, respectively. Aslarch 31, 2012, the Comparsytas
balance, working capital deficiency, accumulateficiteand stockholdersteficiency were approximately $190,000, $2,864,0885,116,00
and $2,465,000, respectively. Subsequent to Maich2812, the Company raised an additional $4004f0@ross proceeds from a priv
offering of convertible promissory notes.

The Company believes it will be successful in theHerts; however, there can be no assurance thaillimeet its revenue forecasts or
necessary, be successful in raising additional deleqjuity financing to fund its operations on teragreeable to the Company. These m:
raise substantial doubt about the ComparaBility to continue as a going concern. The faoianstatements do not include any adjustment:
might be necessary if the Company were unablentirage as a going concern.

Note 3 — Significant Accounting Policies

Accounts Receivable and Allowance for Doubtful Agots

The Company recognizes an allowance for doubtfobants to ensure that accounts receivable arevessiated due to uncollectibility. At t
time accounts receivable are originated, the Compansiders a reserve for doubtful accounts basdtie creditworthiness of customers.
provision for uncollectible amounts is continualgviewed and adjusted to maintain the allowaneelavel considered adequate to cover fu
losses. The allowance is managemebgst estimate of uncollectible amounts and isrdehed based on historical performance that iskére
by the Company on an ongoing basis. During theetimenths ended March 31, 2012 and 2011, the Comp#éosses from bad debts were
material. Actual losses could differ materiallytie near term from the amounts estimated in deténguithe allowance.

In addition, the Company also factors its receigalwith full recourse and, as a result, accountshie factoring akin to a secured borrow
maintaining the gross receivable asset and duactofliability on its books and records. In cortiw@t with the factoring of its receivables,

timing of the collection. The actual recognitionsofch fees may differ from the estimates dependpan the timing of collections.

As of March 31, 2012, the Company had three custemepresenting 51%, 23% and 12% of accounts ralkivAs of December 31, 2011,
Company had two customers representing 46% andof@#tcounts receivable.




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

Note 3 — Significant Accounting Policies - Continugk

Use of Estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make estsand assumptions that affect
reported amounts of assets and liabilities, discks of contingent assets and liabilities, and ntepoamounts of revenues and expenses
consolidated financial statements and the acconipgmpotes. Actual results could differ from thosgimates. The significant estimates
assumptions of the Company are stbelsed compensation, the useful lives of fixed asaetl intangibles, depreciation and amortizatibe
allowances for factoring fees and income taxes,thedair value of derivative liabilities and wanta.

Derivative Financial Instruments

The Company does not use derivative instrumentetiye exposures to cash flow, market or foreigreaay risks. The Company evaluate:

of its financial instruments to determine if suetstruments are derivatives or contain features dgualify as embedded derivatives.
derivative financial instruments that are accouritedhs liabilities, the derivative instrument istially recorded at its fair value and is then re-
valued at each reporting date, with changes inféirevalue reported in the statements of operatidis stockbased derivative financ
instruments, the Company uses the binomial lattigions pricing model to value the derivative ingstents at inception and on subseq
valuation dates. The classification of derivatimstiuments, including whether such instruments lshbe recorded as liabilities or as equit
evaluated at the end of each reporting period.

Concentration of Credit Risk and Customers

Financial instruments that potentially expose tlmm@any to concentration of credit risk consist ity of cash and cash equivalents
accounts receivable. The Compagash and cash equivalents are deposited withr fii@gmcial institutions. At times, such depositaynbe ir
excess of the Federal Deposit Insurance Corporatisurable amount. The Company generally does empiire collateral from its custom
and generally requires payment in 30 days. The @Gomgvaluates the collectability of its accountseieable and provides an allowance
potential credit losses as necessary. Historicallgh losses have been within management’s exjmettat

Revenues derived from customers in the United Kongdlenominated in U.S. dollars were approximat@p®0 and $15,000 during the tk
months ended March 31, 2012 and 2011, respectiRévenues derived from customers in Austria denatath in U.S. dollars we
approximately $3,000 and $0 during the three moeilded March 31, 2012 and 2011, respectively. Reaemlerived from customers
Australia denominated in U.S. dollars were apprataty $13,000 and $12,000 during the three monttie& March 31, 2012 and 20
respectively. Revenues derived from customers imaGa denominated in U.S. dollars were approxim&2/p00 and $3,000 during the tF
months ended March 31, 2012 and 2011, respectiRfuenues derived from customers in Russia dendednen U.S. dollars we
approximately $0 and $6,000 during the three moattded March 31, 2012 and 2011, respectively. étaining revenues were derived fi
customers in the United States of America. Allltd Company’s londived assets are located in the United States oéraa. One custom
provided 19% and 15% of revenues during the threeths ended March 31, 2012 and 2011, respectively.




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

Note 3 — Significant Accounting Policies — Continwk

Intangible Assets

All of the Company’s intangible assets consist béges acquired from a graphics designer for the gaoyis database library that |
schematics of specific computer equipment. Thesget are utilized in the Compagsysoftware with multiple customers in order to de
them to visualize and differentiate the specifimpaiter equipment in their overall network. For epdamthe Company’s softwaregraphice
user interface displays a unique shape for eacheraakl model of computer server. Intangible assetgexorded at cost less accumul
amortization. Amortization is computed using thaigtht-line method over the estimated useful ligk2.5 years.

Revenue Recognition

In accordance with ASC topic 985-605, “Software &awe Recognition,perpetual license revenue is recognized when (jyasive eviden:
of an arrangement exists; (ii) delivery has ocaliroe services have been rendered; (iii) the sate® ps fixed or determinable; and (
collectability is reasonably assured. Delivery amsidered to have occurred when title and riskos§ lhave been transferred to the custc
which generally occurs after a license key has loedimered electronically to the customer. The Camys perpetual license agreements dc
(a) provide for a right of return, (b) contain aptance clauses or (c) contain refund provisions.

In the case of the Company’s (a) subscriptiased licenses, and (b) maintenance arrangemems, sold separately, revenues are recog
ratably over the service period. The Company defevenue for software license and maintenance agrets when cash has been rece
from the customer and the agreement does not gualif recognition under ASC Topic 98®85. Such amounts are reflected as defi
revenues in the accompanying financial statemditts.Companys subscription license agreements do not (a) peofad a right of return, (I
contain acceptance clauses or (c) contain refuadigions.

The Company provides professional services to utsamners. Such services, which include trainingtaitation, and implementation, .
recognized when the services are performed. Thep@ognalso provides volume discounts to variousacusts. In accordance with ASC Ta
985-605, the discount is allocated proportionadlytte delivered elements of the multiple-elemerdregement and recognized accordingly.

For software arrangements with multiple elementlictv in its case are comprised of (1) licensingsfg@) professional services, and
maintenance/support, revenue is recognized depéengem whether vendor specific objective evidentéSQOE”) of fair value exists fc
separating each of the elements. Licensing rigletgyanerally delivered at time of invoice, professil services are delivered within one tc
months and maintenance is for a twelve month cohtreccordingly, licensing revenues are recogniapdn invoice, professional services
recognized when all services have been deliverddmaintenance revenue is amortized over a twelvetimperiod. The Company determi
that VSOE exists for both the delivered and undeéd elements of its multiplelement arrangements. The Company limits its asss#so
fair value to either (a) the price charged whensidime element is sold separately or (b) the pstabéshed by management having the rele
authority. There may be cases, however, in whiehnetlis objective and reliable evidence of fair eabf the undelivered item(s) but no s
evidence for the delivered item(s). In those cabesselling price method is used to allocate thangement consideration, if all other reve
recognition criteria are met. Under the sellingpnmethod, the amount of consideration allocateatigaelivered item(s) is calculated base
estimated selling prices.

The Company manages the business as a single sedpukeih has revenues from multiple sources.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 3 — Significant Accounting Policies — Continue

Fair Value of Financial Instruments

The carrying amounts of financial instruments, uiithg cash and cash equivalents, receivables, atz@ayable, accrued expenses
deferred revenue, approximated fair value as oflthkance sheet date presented, because of thévellashort maturity dates on the
instruments. The carrying amounts of the finan@ngngements issued approximate fair value aseob#ttance sheet date presented, be
interest rates on these instruments approximat&kehamterest rates after consideration of statedrést rates, antilution protection an
associated warrants.

Debt Discount and Amortization of Debt Discount

Debt discount represents the fair value of embedaedersion options of various convertible debtrinments and attached convertible ec
instruments issued in connection with debt instrisieThe debt discount is amortized over the eadfe(i) the term of the debt or (
conversion of the debt, using the straifihe method which approximates the interest metfit. amortization of debt discount is included
component of other expenses in the accompanyitenséamts of operations.

StockBased Compensation

The Company has an equity plan which allows forgtenting of stock options to its employees, doextand consultants for a fixed numbe
shares with an exercise price equal to the faiuevalf the shares at date of grant. The Company unesmashe cost of services receive
exchange for an award of equity instruments basethe fair value of the award. For employees amdctlirs, the fair value of the awart
measured on the grant date and for non-employleedair value of the award is generallymeasured on interim financial reporting dates
the service period is complete. The fair value amasi then recognized over the period during wdehvices are required to be provide
exchange for the award, usually the vesting peSidce the shares underlying the Compareguity are not currently registered, the faiue
of the Company'’s restricted equity instruments estimated based on historical observations of paises paid for the Comparg/restricte
common stock.

Stock-based compensation for directors is refleaiegeneral and administrative expenses in thealmsed statements of operations. Stock-
based compensation for employees and consultantisl @@ reflected in (a) sales and marketing expen@® research and developrr
expenses; or (c) general and administrative exgeinghe consolidated statements of operations.

Net Loss Per Common She

Basic net loss per share is computed by dividirgrtét loss applicable to common shares by the wedghverage number of common sh
outstanding during the period. Weighted averageeshautstanding for the three months ended Marct2@12 excludes the weighted avel
impact of the 3,000,000 escrowed shares. Weightedage shares outstanding for the three monthsdeMbech 31, 2011 includes 1
weighted average underlying shares exercisable reitpect to the 1,609,747 warrants exercisableriaégpof $0.01 per share or less
accordance with the accounting literature, (1) @menpany has given effect to the issuance of theseawts in computing basic net loss
share because the underlying shares are issuablétl® or no cash consideration; and (2) the Camp has excluded the impact of
escrowed shares because they are contingentlynadtier Diluted net loss per common share adjus& et loss per common share for
effects of potentially dilutive financial instrumisn only in the periods in which such effects exasd are dilutive. At March 31, 20:
outstanding stock options and warrants to purc@8s275,000 and 49,815,183 shares of common stook @xeluded from the calculation
diluted net loss per common share because theiadtmwould have been ardilutive. At March 31, 2011, outstanding stock opg an
warrants to purchase 13,575,986 and 11,889,752sludrcommon stock, respectively, were excludethftbe calculation of diluted net Ic
per common share because their impact would hase &eti-dilutive.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 4 — Derivative Liabilities — Related Parties

In accordance with ASC 815-40, Derivatives and Hedging - Contracts in Entity’s Owguity ”, instruments which do not have fix
settlement provisions are deemed to be derivatisgliments. The Company has determined that embextheversion options of various nc
payable which do not have fixed settlement prowisiand accordingly are not indexed to its own stac& deemed to be derivative liabilit

The embedded conversion options of the varioussniggied by the Company do not have fixed settlemeavisions as the conversion
exercise prices are not fixed and determinableherdate of issuance. In accordance with ASC Top& 7Stock Compensation” (“ASC 718"
the conversion options of the notes were bifurcdteth their respective host contracts and recoghia derivative liabilities. The warra
issued in connection with the notes payable wetedaemed to be derivative liabilities because thaye a fixed settlement provision. The

values of these derivative liabilities aremeasured at the end of every reporting period tighchange in value reported in the stateme
operations.

The fair values of the embedded conversion optiamch are associated with notes payable issuedlated parties, were measured using
binomial lattice options pricing model with the lfaking assumptions:

For The Thret
Months Endec

March 31,
2011
Risk free rate 0.10%- 0.17%
Expected volatility 65%- 70%
Expected life (in years 0.13-0.38
Expected dividend yiel 0%

The riskfree interest rate was based on the rates of tneasaurities with the same terms as the termbefristruments. The Company be
expected volatility on the historical volatility féen comparable publicly traded compangbmmon stock. The expected life of the notes
based on the maturity of the notes. The expecteidetid yield of zero was based upon the fact thatGompany has not historically p
dividends, and does not expect to pay dividendherfuture. The gain on change in fair value of\adgive liabilities, included in other incor
in the accompanying statements of operations was/$9 for the three months ended March 31, 2011.

On September 21, 2011, immediately prior to, amiditmned upon the effectiveness of the reversegarerll of the outstanding ndiridge

convertible notes and the related accrued interesverted into equity. At that time the derivatiN@bility associated with the embedt
conversion options of notes issued to related gmxtias revalued at $1,133,186 and was reclassifiequity.

12




Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)
Note 5 — Equity

Consulting Agreements

On August 21, 2011, the Company entered into aethmenth agreement for public relations and financ@emmunications services.
consideration of services to be rendered, the Cagnpagreed to pay $15,000 in cash per month in adyaior an aggregate of $45,000,
subject to the consummation of the reverse metgeissue 70,000 shares of vested Company commaRk g&r month, for an aggregate
210,000 shares, of which, 70,000 shares remainessued as of December 31, 2011. Accordingly, dugfgl, the Company accrued
equity issuance liability of $15,960. During thee@ months ended March 31, 2012, the remaining0B0sbares were issued and the $1¢&
issuance date value of the shares was crediteglitye

On December 19, 2011, the Company renewed an agredar public relations and financial communicaticervices for a thregeonth terrr
In consideration of services to be rendered, theamy agreed to pay $7,500 in cash per month iaramby for an aggregate of $22,500, ar
issue 25,000 shares of vested Company common p&rckonth, for an aggregate of 75,000 shares. @ruBey 3, 2012, after the Comp:
had made an initial cash payment of $7,500 in Déeer@011, the Company terminated this agreementdaperformance. No shares w
issued and no stock-based compensation expensegmsed related to this renewal agreement.

On November 16, 2011, the Company entered intoedveamonth agreement for investor relations servicel witonsultant. In considerat
of services to be rendered, the Company agreedydf,000 in cash per month in advance, for aneggge of $72,000, and to immedia
issue 500,000 shares of vested Company common, giluskan additional 500,000 shares of common sabdke six month anniversary of
agreement. The Company valued the shares and egttrd full value of issued shares and cash paymantonsulting expense at the issu
date. For the year ended December 31, 2011, thep@wyrecorded stockased compensation expense of $114,000 (valuesdirgt 500,00
shares), included in general and administrativeergps in the accompanying statements of operatf@onslanuary 11, 2012, the Comp
terminated this agreement and on January 16, 28@2Company entered into a settlement agreementeWwhe¢he consultant agreed to ac
the initial $12,000 of 2011 cash payments and ZBDghares of common stock (by returning 250,000eshaf common stock to the Comp
for cancellation) in full satisfaction of the temaited agreement. The Company reversed $57,00@df{sased compensation expense
cancellation of the returned shares.

On November 30, 2011, the Company entered intoansinth agreement for investor relations servicescdnsideration of services to
rendered, the Company agreed to pay a minimum @0®7in cash per month in advance (subject to sumpghtal performanckeased bonuse
for an aggregate of $42,000, and to immediatelyeisg5,000 shares of vested Company common stockhimh, 75,000 shares remai
unissued as of December 31, 2011. Accordingly,ndu#i011, the Company accrued the equity issuaabdity of $17,100. During the thr
months ended March 31, 2012, the remaining 75,88€es were issued and the $17,100 issuance date ofathe shares was credited to eq

Second Private Offering

During the three months ended March 31, 2012, the@2any had three additional closings of a privdterimg that commenced in Decem
2011 (the “Second Private Offering”) pursuant tackhan aggregate of 4,356,669 investor units (“8dddnits”) were sold at a price of $0.32
per Second Unit, resulting in $1,447,114 of aggreget proceeds ( $1,633,750 of gross proceed$186636 of issuance costBach Secor
Unit consists of one share of common stock (deetoaépresent $0.345 of the per Second Unit cosf)eamwarrant to purchase ogearte
share of common stock (deemed to represent $0.08@& @er Second Unit cost) (the “Second Invest@ridhts”),such that an aggregate
4,356,669 shares of common stock and Second ImM&taants to purchase 1,089,169 shares of commhook #/ere issued.

The Second Private Offering was made on a “besttsffbasis with respect to a maximum of 8,000,000 Sec¢dmits ($3,000,000 of aggreg

proceeds). In addition, in the event the maximwmber of Second Units was sold, the placement agthtthe Company had the optiol
offer an additional 2,666,667 Second Units ($1,000,0f aggregate proceeds).
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 5 — Equity - Continued

Second Private Offering Continued

The Second Investor Warrants are exercisable foereod of five years at an exercise price of $1p@® full share of common stock. 1
Second Investor Warrants may be called for redemgily the Company at any time upon not less thaor3@ore than 60 days prior writt
notice, provided that, at the time of delivery atk notice, (i) there is a registration statemevecing the resale of the shares underlying
warrants; (ii) the average closing bid price fae thompanys common stock for each of the 20 consecutivenigadays prior to the date of
notice of redemption is at least $2.00, as propodily adjusted to reflect any stock splits, staikidends, combinations of shares or
events; and (iii) the average trading volume fa@ @ompanys common stock is at least 100,000 shares per daggdthe 20 conseculti
trading days prior to the date of the notice oferagtion and that during such 2@y period there is no more than one trading dayhich ther:
is no trading in the Company’s common stock.

The Second Investor Warrants, at the option of hb&der, may be exercised by cash payment of thecisee price to the Compal
Alternatively, the Second Investor Warrants mayekercised on a cashless basis commencing one fyeathe date of the final closing of 1
Second Private Offering if no registration statetrmegistering the shares underlying the investorravds is then in effect. The exercise p
and number of shares of common stock issuable ercise of the investor warrants may be adjustetemtain circumstances including st
splits, stock dividends, and future issuances efG@lompanys equity securities without consideration or fonsideration per share less t
$0.375 (as specified in the warrant agreement).

The placement agent for the Second Private Offaeegives a cash commission of 10% or 5% of thdduaised from investors in the Sec
Private Offering that were directly attributablereferred to the placement agent, respectivehaddition, the placement agent receives five-
year warrants to purchase shares of common sthel*Second Broker Warrants§qual to 10% or 5% of the Second Units sold to $twes ir

the Second Private Offering that were directlyilattiable or referred to the placement agent, ragmdyg. As a result of the foregoi
arrangement, in connection with the three 2012infss the placement agent (1) was paid aggregateaammissions of $136,500; and (2)
issued Second Broker Warrants to purchase 364/i@s of common stock.

The Second Broker Warrants are identical to theSegdnvestor Warrants in all material respects pkteat (i) the resale of the common si
underlying them is not covered by a registrati@teshent; and (ii) they have an exercise price d3#®per share of common stock.

In connection with the Second Private Offering, @@mpany executed a registration rights agreemdrdreby the Company committed to
a registration statement covering the resale ottmmon stock underlying the Second Units soldbdrd sold in the Second Private Offe
and the common stock that is issuable upon exeofigee Second Investor Warrants (but not the comstock that is issuable upon exercis
the Second Broker Warrants) within 75 days of thalfclosing of the Second Private Offering, andise commercially reasonable effort
cause the registration statement to become efteativiater than 150 days after it is filed. The @any will be liable for monetary penaltie:
the monthly rate of 1% (to a maximum of 10%) ofte&olders investment in the Second Private Offering uhid failure to meet the abc
deadlines are cured or upon the occurrence ofinestaer specified events. Notwithstanding the daiag, no payments shall be owed \
respect to that portion of a holdgeregistrable securities (1) which may be soldusshsholder under Rule 144 or pursuant to anothemgtior
from registration; or (2) which the Company is uleato register due to limits imposed by Rule 41%5lemthe Securities Act (which sha
would then be eligible for “piggybackfegistration rights with respect to any registnatistatement filed by the Company following
effectiveness of the original registration statethein January 17, 2012, the Company filed a reggisn statement on Form Sthat include
the Second Private Offering registrable securities.

Stock Warrants

During the three months ended March 31, 2011, thr@any issued warrants to purchase 50,654 sharesrohon stock at an exercise pric
$0.252 per share for a term of five years to twiateel party note holders in connection with theudésee of convertible notes paye
aggregating $63,000 in principal amount (see Note Related Party Transactions). Using the binomiaictoptions pricing model, t
Company determined that the relative fair valu¢hefwarrants was $4,750. The fair value was reabedea debt discount and amortized
the term of the notes. The assumptions used irbith@mial lattice options pricing model were as dalk: riskfree rate of 1.77%; expect
volatility of 70.0%; expected term of 4.2 yearspegted dividend yield of 0%.
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Rackwise, Inc. and Subsidiary
Notes to Condensed Consolidated Financial Statement
(unaudited)

Note 5 — Equity — Continued
Stock Warrants Continued

During the three months ended March 31, 2012, thagany issued warrants to purchase an aggregatd®3,169 shares of common stoc
a weighted average exercise price of $0.843 peesiha of March 31, 2012, there were 49,815,138tanting and exercisable stock warr
with a weighted average exercise price of $0.634share, a weighted average remaining contradfeabi 4.76 years and $96,140 of intrir
value. The intrinsic value is calculated on thdedé#nce between the fair market value of the Comizarestricted stock, which was $0.345
share as of March 31, 2012, and the exercise pfitdee warrants.

Stock Options
During the three months ended March 31, 2011, tagany granted no stock options.

During the three months ended March 31, 2012, theagany granted to its directors, officers, empleyaed consultants terear options t
purchase an aggregate of 23,275,000 shares ofaimp&hys common stock at an exercise price of $0.345 panes of which 12,475,000 we
granted under the Company’s 2011 Equity Incentilaa Pthe “2011 Plan”and the remaining 10,800,000 (of which 6,900,000evgganted t
the new CEO) were not granted pursuant to an ésiteol plan. The options vest as follows: (i) ani@pto purchase 6,900,000 share
common stock granted to the new CEO vested on eglexated basis in November 2011 based on the e iBeeting specified performal
criteria; (i) an option to purchase 2,500,000 skanf common stock vests one-third immediately -thirel on September 21, 2012 and one-
third on September 21, 2013; (iii) options to p@®d an aggregate of 13,325,000 shares of commok st one-third 0.72-0 years from tr
date of grant, one-third 1.7-2.0 years from theeddtgrant and one-third 23.0 years from the date of grant; and (iv) optitmpurchase ¢
aggregate of 550,000 shares of common stock viedilyaon a quarterly basis over a three-year term.

The aggregate grant date value of approximatel@E000 will be recognized proportionate to thetimgsterms.The weighted avera
estimated fair value of the stock options grantednd the three months ended March 31, 2012 wa®2$@er shareThe weighted avera
assumptions used in the Black-Scholes option giohodel were as follows: riskee rate of 1.03%; expected volatility of 75.0%pecte:
term of 5.79 years; expected dividend yield of O%.March 2012, the Compensation Committee of then@anys Board of Directol
determined that the New CE©bptions became fully vested effective Novembdrl28s a result of the execution of a strategiardie with
major customer. Although the option was not formalfanted prior to December 31, 2011, the New CE® & contractual right to the ves
options pursuant to his employment agreement, archrdingly, the Company accrued the equity issaidiability of $1,526,970 at Decem|
31, 2011 based on the full value of the optionfa@erember 31, 2011, when the restricted stockwassed at $0.345 per sha@n January !
2012, the New CEOQO'’s options were issued and th4481170 issuance date value of the options wastetetb equity.The weighted avera
assumptions used in the Black-Scholes option griciodel were as follows: riskee rate of 0.85%; expected volatility of 75.0%pectet
term of 5.00 years; expected dividend yield of 0%.

The riskfree interest rate was based on rates of treammyriies with the same expected term as the optiBrpected volatility is based
implied volatilities from similar companies thateypte within the similar industry sector index. T&mpany calculated the historical volati
for each comparable company to come up with an@gpgeaverage volatility and then adjusted the ebgueeolatility based on factors suct
historical stock transactions, major business &ati@ns, and industry trends. The expected termtheobptions are estimated based on fa
such as vesting periods, contractual expiratioesiand historical exercise behavior. The expecitddeihd yield was based upon the fact
the Company has not historically paid dividendsl does not expect to pay dividends in the future.

During the three months ended March 31, 2012 ardd 2the overall stockased compensation expense recorded by the Conagangiate
with options was $430,960 and $79,637, respectividigse amounts have been included in operatingrsgs in the accompanying staten
of operations. As of March 31, 2012, there was $B,826 unrecognized stodlased compensation expense that will be amortized &
weighted average period of 2.5 years. As of Marth2®12, there were 23,275,000 outstanding stotbrmpwith a weighted average exer
price of $0.345 per share, a weighted average réntacontractual life of 9.8 years and no intringadue. As of March 31, 2012, there w
7,733,333 exercisable stock options with a weiglateztage exercise price of $0.345 per share, ahtezigaverage remaining contractual lif
9.8 years and no intrinsic value.
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Note 6 — Related Party Transactions

The Company was obligated to pay management feastockholder of $10,000 per month for generair®ss consulting, which represer
$30,000 for the three months ended March 31, 20kik. agreement was terminated in September 2011.

On January 1, 2012, the Company entered into aageeaement with the stockholder to provide finanadlisory services to the Company.
Company agreed to pay fees of $10,000 per montiwfelve months, as well as a otime fee of $40,000, which represented $70,00GHe
three months ended March 31, 2012.

The Company was obligated to pay financing feea stockholder equal to 10% of the proceeds frone isduances (see Note 5 — Equity
Stock Warrants for information about the relatedrasat issuances) to another related party. Dutiregthree months ended March 31, 2011
Company issued $60,000 of notes to the other cklpsety and issued $3,000 of notes to the stocknadtid accrued another $3,000 fe
satisfy the financing fee obligation.

Note 7 - Accrued Expenses

Accrued expenses consist of the following:

March 31, December 31
2012 2011

(unaudited)
Accrued commission $ 140,60¢ $ 164,12:
Accrued payrol 337,70¢ 328,94
Accrued payroll taxes(? 519,13! 537,28
Accrued vacatiol 163,96¢ 150,20°
Accrued professional fet 63,57( 259,73
Total accrued expens $ 1,224,98. $ 1,440,29.

(1) Includes accrual for interest and penalt
Accrued expenses include liabilities for unpaid npéytaxes along with an estimate of related irger@nd penalties. In 2011, the IRS ple
Federal tax liens aggregating approximately $502,8@ainst the Company in connection with these idnpayroll taxes. The Company
currently in discussions with the IRS to implemantinstallment payment plan.

Note 8 — Commitments and Contingencies

Employment Agreements

The Company hired a new Chief Financial Officee(thlew CFO")on January 23, 2012. In connection with his appoéntt, the New CF
received (i) an annual base salary of $175,00);e{igibility for bonus compensation; (iii) an opfi to purchase 1,000,000 shares o
Companys common stock, vesting over a period of threesjaarder the 2011 Plan, exercisable at a pric® &% per share; and (iv) 100,(
shares of the Compargytestricted common stock with a grant date of 3@, which was recognized immediately. In additiorthe event th
the New CFO was terminated without reasonable ¢dneserould be entitled to a severance payment equsak months of his base salary at
time of termination. On February 15, 2012, the N&MO was granted an option to purchase 500,000 slodithe Compang common stoc
vesting over a period of three years, under thed Rlan, exercisable at a price of $0.345 per stizoth of the New CFG options are includs
in the above “Option Grants” discussion.

Operating Lease
The Company leases facilities in Folsom, Califorhias Vegas, Nevada and Raleigh, North Carolineundneancelable operating leases.

the three months ended March 31, 2012 and 201t exgense was $61,359 and $74,306, respectivelywas recorded as part of general
administrative expenses within the statements efaions.
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Note 8 — Commitments and Contingencies — Continued
Operating Lease Continued

In January 2012, the Company executed an®8th lease for 3,465 square feet of new headquaoféice space in Folsom, California. ~
lease commenced on March 30, 2012. The base remheaces at $6,757 per month and escalates to $ge838Bonth over the lease term.
Company is entitled to pay no base rent during edthe 13th, 26th, and 39th months of the lease.

In February 2012, the Company executed a 37-marttHesase for the remaining terms of its Las Vedsmsyada office space. The sidas:
rent income commences at $8,983 per month andatesab $9,818 per month over the lease term. Duhia three months ended March
2012, the Company recognized a charge of $155,0@0yded in general and administrative expensehi dccompanying statements
operations, representing the aggregate differebéaleen the lease expense and sublease incomtheude of the leases.

In February 2012, the Company executed a newyesa-lease for 5,772 square feet of office spadealeigh, North Carolina. The base |
commences at $7,922 per month and escalates t07&&Lfier month over the lease term. The landlogpending up to $132,760 on leasel
improvements in order to prepare the space forpamcy and the lease has not yet commenced. The deasains an option which permits
Company to terminate the lease on January 31, 20t%ided that the Company pay $102,795 and prowide months written advance notice.

Future minimum payments (exclusive of the bendfithe Las Vegas sublease income) at March 31, 28d@ired under the operating lee
are as follows:

Years ending March 3:

2013 $ 338,95!
2014 365,25!
2015 451,61(
2016 81,21¢
2017 91,257
Thereaftel 23,49¢

$ 1,351,79i

Note 9 — Subsequent Events

Subsequent Events

The Company evaluates events that have occurred tht balance sheet date but before the finastasdéments are issued. Based upol
evaluation, the Company did not identify any redegd or nonrecognized subsequent events that would have esjflirther adjustment
disclosure in the consolidated financial statements

Convertible Promissory Note Issuance

On April 20, 2012, the Company completed and clasedffering of 12% Convertible Promissory Notesvimich it sold an aggregate princi
amount of $400,000 in notes to four persons. E&theonotes matures 90 days after issuance ar@higectible, at the option of the holder, i
Company units, at a price of $0.45 per unit, eatheonsisting of one share of the Compangdbmmon stock and one warrant representin
right to purchase one share of the Compammgmmon stock for a period of five years from @&we at an exercise price of $1.00 per share
warrants will be exercisable on a cashless basisvhcontain weighted average anti-dilution prigetection.
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Note 9 — Subsequent Events — Continued

Option Grants

Subsequent to March 31, 2012, the Company comntitteffer tenyear options under the 2011 Plan to purchase aregatg of up to 550,0
shares of the Comparsycommon stock to two new employees, with the ézerdate to be determined on the date of grant.ofttiens wil
vest ratably on an annual basis over a three-pear. t

Subsequent to March 31, 2012, the Company comntittedfer tenyear options, not pursuant to the 2011 Plan, telmasge 500,000 shares
the Companys common stock to two new advisory board membeith, the exercise date to be determined on the afaggant. The optior
vest ratably on a quarterly basis over a three-igzan.

Consulting Agreement

In April 2012, the Company amended a consultingises agreement pursuant to which, among othegshithe Company agreed to is
seven-year warrants to purchase an additional BOOsbares of the Compasytommon stock at an exercise price of $1.00 pareshTh
Company also agreed to pay a cash fee of $100,0@0 before April 30, 2012.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiamctvith the financial information included elsewéén this Quarterly Report on Form 10-
Q, including our unaudited condensed consolidatednicial statements for the three months ended NM& 2012 and 2011 and the rele
notes. References in this Management’s Discussidnfaalysis of Financial Condition and Results @e@tions to “us,” “we,” “our,” anc
similar terms refer to Rackwise, Inc., a Nevadapooation. This discussion includes forwdaobking statements, as that term is defined i
federal securities laws, based upon current exgixta that involve risks and uncertainties, suchpdans, objectives, expectations
intentions. Actual results and the timing of evarusld differ materially from those anticipatedthrese forwardeoking statements as a res
of a number of factors. Words such as “anticipategstimate,” “plan,” “continuing,” “ongoing,” “expe ct,” “believe, may,”
“will,” “should,” “could,” and similar expressions are used to identify forward-looking statements.

intend,

We caution you that these statements are not gteearof future performance or events and are stubjea number of uncertainties, risks i
other influences, many of which are beyond ourmdnivhich may influence the accuracy of the statets and the projections upon which
statements are based. Factors that may affect eswlts include, but are not limited to, the risktéas in Item 1.A in our Annual Report
Form 1(-K filed on March 30, 2012. Any one or more of theseertainties, risks and other influences couldarially affect our results
operations and whether forwaldeking statements made by us ultimately prove @¢oabcurate. Our actual results, performance
achievements could differ materially from thoseresped or implied in these forwaloeking statements. We undertake no obligatic
publicly update or revise any forwelooking statements, whether from new informatfatyre events or otherwise.

Overview

We are a software development, sales and marketingpany. We create Microsoft applications for netofrastructure administrators tl
provide for the modeling, planning and documentatid data centers. Our Data Center Management (D€Ntjvare product, Rackwise®,
used by over 130 companies worldwide. Our produotiides a multiayered set of solutions for reporting on the npldtiaspects of
companys data center, including power consumption, povigciency, carbon footprint, green grid and dengigguirements. This reporti
allows customers to plan data center expansion<anttactions as well as equipment usage more greffigiently and cost effectively. O
product’s advanced design and ability to tightlierface with other new technologies, like Intatiewest proprietary computer chips, enab
to collect more real-time information (retithe means instantaneous and continuous) associdtiednore data center equipment usage
products from our competitors. We intend to corgitaitake advantage of new technologies whichawitl to our competitive differentiators.

As reflected in our financial statements for theamer ended March 31, 2012, we have generatedfis@mi losses, which raises substal
doubt that we will be able to continue operatioagaoing concern. Our independent registered pabtounting firm included an explanat
paragraph in their report for the years ended Déesr81, 2011 and 2010 stating that we have notsellia sufficient level of revenues
support our business and have suffered recurrisgekfrom operations. These factors raise substaiotibt about our ability to continue ¢
going concern.
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Our ability to execute our business plan is depenhdpon our generating cash flow sufficient to fuoperations. Our business strategy ma
be successful in addressing these issues. If waot@&xecute our business plan, our stockholderslosaytheir entire investment in us.

We expect that with the infusion of additional ¢apand with additional management we will be @bléncrease sales and professional ser
and expand the breadth of our product offerings.iMénd to do the following:

Continue to add interfaces to our existing prodaifgrings, which would make us a differentiatottie market

Establish industry partner“value added reselle’ (VARS), and strategic services partners to perfoomes of the services we
being asked to perform post sales cyc

Initiate specific new marketing efforts to coordmand lead our initiatives for greater market ggition with special emphasis
contacting and educating industry analysts to sbtie@a word of our capabilitie

Expand the current sales model of one team toesimis covering six regions and build a verticalsab@del to address data ce
centric industry segment

Expand our product offerings to include monitorargd managing the balance of our custcs IT infrastructure

Recent Developments and Trends

In January 2012, we completed a private placem#ating pursuant to which we sold an aggregate pgfraximately 8,269,000 units of ¢
securities at a price of $0.375 per unit for grpesceeds of approximately $3,101,000. Each unisisbed of one share of our common s

and one five-year warrant to purchase one-quahi@resof our common stock an exercise price of $pdOwhole share, subject to weighted-

average anti-dilution protection. The proceeds ftbhase private placement offerings will be usetutal (1) $180,000-840,000 per annum
recurring legal and accounting expenses as a resSbking a public company, (2) our existing op@gdeficits while we invest in our sal
R&D and support functions, which we believe willadte us to broaden our product line(s) and enhaunicemarketing efforts to incree
revenues and generate operating surpluses by thef@912, and (3) general working capital need$efbusiness.

In April 2012, we completed a private placementenffg pursuant to which we sold an aggregate pralcamount of $400,000 in 1:
Convertible Promissory Notes. Each of the Notesuneat90 days after issuance and is convertibltheabption of the holder, into Compz
units, at a price of $0.45 per unit, each unit ¢siitgy of one share of our common stock and oneamturepresenting the right to purchase
share of our common stock for a period of five geliom issuance at an exercise price of $1.00 pares If issued, the warrant will
exercisable on a cashless basis and will contaighted average anti-dilution price protection.
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Revenue

Revenues are generated from the licensing, sultiseripnd maintenance of our enterprise softwarelycband to a lesser extent professi
services fees.

Direct cost of revenue

Direct cost of revenues includes the cost of sehesting, the cost of installing our software f@awnclients, commissions to third parties
installation of our software, the costs of sup@otl operations dedicated to customer serviceshanddsts of maintaining and amortizing
proprietary database.

Sales and marketing expenses

Sales expenses consist of compensation and ovedssagiated with our channel sales, inside sales¢tdsales and product sales sug
functions. Marketing expenses consist primarilcompensation and overhead associated with our nirggkiinction, trade shows and Goc
ads, which are used as a main source of sales leads

Research and development expel

Research and development expenses consist mairdgropensation and overhead of research and devefdppersonnel and professic
services firms performing research and developrurttions, plus amortization of our proprietaryatsse.

General and administrative expenses

General and administrative expenses consist ofcttoepensation and overhead of administrative peedoand professional services fir
performing administrative functions, including mgeeent, accounting, finance and legal services, @penses associated with infrastruc
including depreciation, information technology emmunications, facilities and insurance.

Interest, ne

Interest, net consists primarily of interest exgeassociated with our notes payable.

Amortization of debt discou

Amortization of debt discount represents the armatitbn of the debt discount over the shorter oftl&) term of the related debt, or (b)
conversion of the debt into equity instruments. Ddibcount consists of the fair value of the cosiar options associated with certain d
plus the fair value of the warrants provided tdaierdebt holders.

Gain on change in fair value of derivative lialidis

Gain on change in fair value of derivative lial@g represents the change in the fair value of/dgvie liabilities over a reporting period, sil
derivative liabilities are required to be revalwdach reporting date.

Other income

Other income generally represents non-recurringrre
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Results of Operations
Three Months Ended March 31, 2012 Compared to Three Months Ended March 31, 2011
Overview

Our current strategy is to raise capital and intbat capital in such a way that we rapidly grow market share and revenues, event
resulting in profits and cash from operations. Heere this strategy requires a rapid buiid-of infrastructure that will initially exacerbatei
operating deficit, because the expected revenuaresipn will lag the investment in infrastructurdneTcapital that we have raised, and lil
will continue to raise, will be used to invest in expanded salesforce, to fund development of aftevare product, to fund incremental le
and accounting costs associated with being a pabtigpany and to fund our operating deficit and gaingorking capital requirements.

The capital that we raised in 2011 and into 2012 permitted us to proceed with our planned inftettire investments. During the th
months ended March 31, 2012, we hired 14 peoptdyding 11 salespersons, which brought us to actuthplement of sales staff in the Un
States and Latin America markets. As expectednetifosses have expanded, while we await the expdoetnefits of our investment. Howe
there can be no assurance that we will meet o@nie forecasts.

We reported net losses of $2,229,115 and $899dr2thé three months ended March 31, 2012 and 2@spectively. The increase in net |
of $1,329,988, or 148%, is primarily due to thed®t,463 or 106% increase in operating and otheeresgs, including a $660,925 increas
sales and marketing expenses, a $469,563 incneassdarch and development expenses, and a $746@2@se in general and administrs
expenses, partially offset by a $412,052 decreaseti other expense.

Revenue

Our revenues for the three months ended March@I2 vere $684,149 as compared to revenues of $E36p4 the three months ended Me
31, 2011. Revenues increased by $147,674, or 28%nsing revenues were $331,504 as compared to®&l2é the comparative quarter,
increase of $184,892, or 126%, due to results geHidy the expanded salesforce. Maintenance reseweee $284,723 as comparel
$277,889 in the comparative quarter, an increas86¢834, or 2%. Subscription revenues were $67822Zompared to $99,974 in
comparative quarter, a decrease of $32,052, or 82%t0 a shift from subscription sales to licegsales. We recorded no professional se
revenues during the three months ended March 312 26 compared to $12,000 during the three momttieceMarch 31, 2011, a decreas
100%.

Direct cost of revenue
The direct cost of revenues during the three moatided March 31, 2012 and 2011 was $61,965 and@3d8respectively, representing
increase of $13,199, or 27%. The direct cost oéneres as a percentage of revenues was approxin8é&tetiuring both periods. It is impracti

for us to break out direct cost of revenues bytipes of revenues cited in the revenue discusdimveg because it would be necessa
implement time reporting in our small customer supfunction, which would reduce productivity wiittle added value.
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Sales and marketing expenses

Sales and marketing expenses increased by $66082%6%, during the three months ended March 81220 $909,073 from $248,1
during the three months ended March 31, 2011. fitlase primarily relates to recruiting and comp#os costs associated with expansic
the salesforce, in accordance with our strategio.pl

Research and development expel

Research and development expenses increased by5636%r 274%, during the three months ended M&th2012 to $641,112 frc
$171,549 during the three months ended March 311.2This increase also primarily relates to reangiand compensation costs associ
with expansion of the research and developmertt stediccordance with our strategic plan.

General and administrative expenses

General and administrative expenses were $1,30960dg the three months ended March 31, 2012 agpaced to $563,477 during the tr
months ended March 31, 2011, an increase of $746¢02132%. This increase resulted primarily frosidiional legal and audit fees associi
with public company reporting, an approximately 8I0®0 noneash charge associated with the future cash flawtfsil associated with ti
subletting of our Las Vegas office space, plusighslbuildup of executive and administrative costs to drivel dupport our busine
expansion.

Interest, ne

Interest expense was $673 during the three momitiedeMarch 31, 2012 as compared to $140,383 dtheghree months ended March
2011, representing a decrease of $139,710, or 106 decrease resulted primarily from the conversibsignificantly all outstanding not
payable to equity on September 21, 2011.

Amortization of debt discou

During the three months ended March 31, 2012, werded no expense for amortization of debt discasntompared to $305,998 during
three months ended March 31, 2011, representiregeedse of 100%. The decrease resulted primaoilg the conversion of outstanding ne
payable to equity on September 21, 2011.

Gain on change in fair value of derivative lialidis

During the three months ended March 31, 2012, werded no gain on change in fair value of our dgie liabilities as compared to a gait
$42,719 during the three months ended March 311 2fHpresenting a decrease of 100%. On Septembhe2041, upon the conversion
outstanding notes payable to equity, the derivdiaklities were marked to fair value and then vegclassified to equity.

Other income

During the three months ended March 31, 2012, werded other income of $9,063 which primarily rethto a gain on the disposition of fi;
assets.
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Liquidity and Capital Resources

We measure our liquidity a variety of ways, inchuglthe following:

March 31, 201: December 31, 201
Cash $ 190,16° $ 613,44:
Working Capital Deficienc $ (2,863,89) $ (3,944,87)
Notes Payable (Gro=- Current) $ 50,00( $ 50,00(

Due to our brief history and historical operatingdes, our operations have not been a sourceuiditiyy and our primary sources of liquic
have been debt and proceeds from the sale of alityespcurities in several private placements. Qurent business plan requires us to |
additional capital in order to fund a rapid builg-of infrastructure. As a result, we expect rexeexpansion will lag spending on investmel
infrastructure, which will initially exacerbate oaperating deficit and use of cash in operations.

Prior to our September 21, 2011 merger, we reli@dgrily on debt financing from our directors andngipal stockholders and their affilia
to fund our operations. We borrowed an aggregat$2¢837,980 and $1,453,757 (net of repayments 60$®0) during the years ent
December 31, 2011 and 2010, respectively.

In November 2011, we completed a private placero#fating in which we sold an aggregate of 20,311,R8its of our securities at a price
$0.25 per unit, consisting of 20,311,251 sharesoofimon stock and warrants to purchase 10,155,62#&slof common stock, and recei
gross proceeds of $5,077,811, which included theveion of the $2,275,000 principal amount, plosraed interest, of outstanding bri
notes. In connection with the offering, we paid thlacement agent in the offering aggregate comorissibf $153,000 and issued to
placement agent warrants to purchase an aggreb&t2®00 shares of our common stock, and incuotbdr offering costs of approximat
$186,000.

In January 2012, we completed a private placem#ating in which we sold an aggregate of 8,269,20&s of our securities at a price
$0.375 per unit, consisting of 8,269,203 sharesoofimon stock and warrants to purchase 2,067,302 sld common stock, and recei
gross proceeds of $3,100,950. In connection wighaffiering, we paid the placement agent in theroffeaggregate commissions of $217,
and issued to the placement agent warrants to asechn aggregate of 580,253 shares of our comrook st

In April 2012, we completed a private placemenenffg in which we sold an aggregate of $400,000rincipal amount of 12% convertit
promissory notes.

The proceeds from these private placement offerimgpeing used to fund (1) $180,00@4%,000 per annum of recurring legal and accou
expenses as a result of being a public companyouRexisting operating deficits while we investdar sales, research and developmen
support functions, which we believe will enabletasroaden our product line(s) and enhance our etiauk efforts to increase revenues
generate operating surpluses by the end of 2012 (2ngeneral working capital needs of the busin®gs do not currently anticipate &
material capital expenditures.
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Availability of Additional Funds

As a result of the above developments, which ragiitional cash and, importantly, resulted in¢baversion of most of our indebtedness
equity, our working capital situation improved. lkimg forward, our business plan relies on accederatales to provide cash to fund
working capital needs. These working capital néadiide funding the development of future releasfesur software, additional headcoun
sell and to service a broader market for our prtgjuand other working capital needs necessarydw grur company. Our ability to gener
additional sales, and the timing of such salesdapendent on many factors outside of our conftela result, we may need to raise additi
funds through one or more offerings of debt, eqoityconvertible securities. There can be no asseramowever, that such financing will
available or will be available on acceptable terms.

Various factors outside of our control, includifgetspending on IT infrastructure, overall marked @aconomic conditions, the downturn

volatility in the U.S. equity markets and the tragliprice of our common stock may limit our ability raise the capital needed to execute
plan of operations. We recognize that the U.S. egonis currently experiencing a period of uncetiasnd investor appetite for our securi
may not be at their peak. These or other factoutdcadversely affect our ability to raise additibnapital. As a result of an inability to ra
additional capital, our short-term or lotgrm liquidity and our ability to execute our plahoperations could be significantly impaired. Té
matters raise substantial doubt about our abititgdntinue as a going concern. If we are unablgbtain adequate funds on reasonable t¢
we may be required to significantly curtail or distinue operations or obtain funds by entering fitancing agreements on unattractive tel

Three Months Ended March 31, 2012 and 2011
As expected, our net losses and usage of cashxpasded, while we await the expected benefits ofituastructure investments.
Operating Activities

Net cash used in operating activities for the thmemths ended March 31, 2012 and 2011, amount&d,656,637 and $105,481, respectiv
During the three months ended March 31, 2012, #tecash used in operating activities was primaatlyibutable to the $2,229,115 net k
partially offset by $631,341 of nacash adjustments, and $58,863 needed to fund chamgmerating assets and liabilities. During timesd
months ended March 31, 2011, the net cash usegdrating activities was primarily attributable tet$899,127 net loss, partially offset
$244,356 of non-cash adjustments, and $549,29@wmearated from changes in operating assets arititiéeh

Investing Activitie:

Net cash used in investing activities for the thmanths ended March 31, 2012 and 2011 amounte&18,$40 and $3,188, respectively.
net cash used in investing activities for the thremnths ended March 31, 2012 related primarilyetthhology for new hires and furniture
the new Folsom, California office. Acquisitions iatangible assets (shapes acquired from a gramsigder for our database library that
schematics of specific computer equipment) fortkiiee months ended March 31, 2012 and 2011 amotmt2#,252 and $3,188, respectiv

Financing Activities
Net cash provided by financing activities for theee months ended March 31, 2012 and 2011 amounotefl 446,501 and $61,3I
respectively. For the three months ended Marct2312, the net cash provided by financing activitesulted primarily from net proceeds fr

the issuance of common stock and warrants of $11447(gross proceeds of $1,633,750 less $186,6&8&wofnce costs). For the three mo
ended March 31, 2011, the net cash provided byéimg activities resulted primarily from new borriogs of $63,000.
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Off-Balance Sheet Arrangements

None.

Critical Accounting Policies and Estimates

There are no material changes from the criticabanting policies set forth in “ManagemeniDiscussion and Analysis of Financial Condi
and Results of Operations” of our December 31, Zoidncial statements included in our Annual Report~Form 10K filed with the SEC o
March 30, 2012. Please refer to that documentigmiasures regarding the critical accounting peBaielated to our business.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Not applicable

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures dhatdesigned to ensure that material informatémuired to be disclosed in our peric
reports filed under the Securities Exchange Act@84, as amended, or 1934 Act, is recorded, predessimmarized, and reported within
time periods specified in the SECYules and forms and to ensure that such infoomasi accumulated and communicated to our managg
including our chief executive officer and interirhief financial officer as appropriate, to allow &y decisions regarding required disclos
During the quarter ended March 31, 2012 we carmigidan evaluation, under the supervision and with iarticipation of our managemt
including our principal executive officer and prijpal financial officer, of the effectiveness of thesign and operation of our disclosure con

and procedures, as defined in Rule 13(@{e) under the 1934 Act. Based on this evaluatizemyagement concluded that as of March 31,
our disclosure controls and procedures were effecti
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Limitations on Effectiveness of Controls and Procedres

Our management, including our Chief Executive @ffi(Principal Executive Officer) and Chief Finaric@fficer (Principal Financial Officer
does not expect that our disclosure controls andgatures will prevent all errors and all fraud. gatrol system, no matter how well concei
and operated, can provide only reasonable, notla@les@ssurance that the objectives of the corslystem are met. Further, the design
control system must reflect the fact that thererasmurce constraints and the benefits of contraist be considered relative to their cc
Because of the inherent limitations in all consgktems, no evaluation of controls can provide labs@ssurance that all control issues
instances of fraud, if any, within our company héeen detected. These inherent limitations inclid,are not limited to, the realities t
judgments in decisic-making can be faulty and that breakdowns can obegause of simple error or mistake. Additionallgntrols can b
circumvented by the individual acts of some persbgscollusion of two or more people, or by managatroverride of the control. The des
of any system of controls also is based in parhumrtain assumptions about the likelihood of fetavents and there can be no assuranc
any design will succeed in achieving its statedgaader all potential future conditions. Over timentrols may become inadequate becau
changes in conditions, or the degree of compliavitie the policies or procedures may deterioratedBge of the inherent limitations in a cost-
effective control system, misstatements due torenréraud may occur and not be detected.

Changes in Internal Controls
During the fiscal quarter ended March 31, 2012 hived a new Chief Financial Officer and Controll®therwise, there have been no cha

in our internal control over financial reportingatthave materially affected or are reasonablyyitelmaterially affect our internal controls o
financial reporting.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time we may be a defendant and pféiitivarious legal proceedings arising in the natraourse of our business. We
currently not a party to any material legal proéegs or government actions, including any bankrypteceivership, or similar proceedir
Furthermore, as of the date of this Quarterly Remaur management is not aware of any proceedmggtch any of our directors, officers,
affiliates, or any associate of any such direabfficer, affiliate, or security holder is a partgheerse to our company or has a material int
adverse to us.

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

In December 2011, we commenced a private placeoféting consisting of a maximum of 8,000,000 urdfsour securities, with an over-
allotment option for up to an additional 2,666,686ts, at a price of $0.375 per unit (the “2012 PP@ach unit consisted of (i) one shar
our common stock and (i) a warrant representirgrigsht to purchase orguarter of one share of our common stock, exertgdab a period ¢
five years at an exercise price of $1.00 per wisblere. The exercise price and number of sharearof@mnmon stock issuable on exercis
the warrants may be adjusted in certain circumstimluding stock splits, stock dividends and feitissuances of our equity securities witl
consideration or for consideration per share lleas 80.375 (as specified in the warrant).

* Atthe initial closing on December 16, 2011, wedsah aggregate of 3,912,534 units for gross praceé#l1,467,20C

* On January 6, 2012, we completed the second claffitige 2012 PPO, in which we sold an aggregat&,$90,002 units for gro
proceeds of $1,346,25

* On January 13, 2012, we completed the third closihthe 2012 PPO, in which we sold an aggregatd0ff,000 units for gro
proceeds of $150,00

e On January 24, 2012, we completed the fourth amal filosing of the 2012 PPO, in which we sold agregate of 366,667 units -
gross proceeds of $137,5(

In aggregate, we sold 8,269,203 units in the 2(RQ Ror gross proceeds of $3,100,950.

In connection with the 2012 PPO, we agreed to payplacement agent a commission of 10% of the fuaggd from investors in the 2(
PPO that were directly introduced to us by the gtaent agent and a commission of 5% of the fundedafrom investors in the 2012 PPO
were referred by us to the placement agent. Intiadgithe placement agent received fixear warrants exercisable at $0.375 per shareges
to weighted-average anditution protection, to purchase a number of shafesur common stock equal to 10% of the units $olthvestors i
the 2012 PPO that were directly introduced to ughayplacement agent and warrants to purchase ®eruof shares of our common st
equal to 5% of the units sold to investors in tfd2 PPO that were referred by us to the placemganta As a result of the forego
arrangement, in connection with the 2012 PPO, theement agent was paid aggregate commissions1af,$25 and was issued warrant
purchase an aggregate of 580,253 shares of our oarstack.
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The 2012 PPO was conducted pursuant to the exemfiion the registration requirements of the SemsifAct provided by Rule 506
Regulation D and by Regulation S promulgated utiderSecurities Act, and Section 4(2) of the Seiasrifct for transactions by an issuer
involving a public offering. The units were offeradd sold only to “accredited investorags that term is defined by Rule 501 of Regulatig
and/or to persons who were neither resident incitimens of, the United States.

On January 9, 2012, our Board of Directors autlearithe grant of options under our 2011 Equity ItigenPlan to employees to purchast
aggregate of 13,500,000 shares of our common s@ftthese options, options to purchase an aggredat@,475,000 shares of our comr
stock, exercisable for a period of ten years aarcise price of $0.345 per share, had been grastef March 31, 2012. The issuances ¢
options were made in reliance on the exemption fregistration provided by Section 4(2) of the Séms Act for transactions by an issuer
involving a public offering or pursuant to bengfians and contracts relating to compensation asged under Rule 701.

On January 9, 2012, our Board of Directors auttearithe grant of options outside the 2011 Plan ficesf, directors, advisors and consult
to purchase an aggregate of 10,800,000 sharesrafomomon stock. All of these options, exercisaloled period of ten years at an exer
price of $0.345 per share, have been granted Baoth 31, 2012. The issuances of the options wexéenin reliance on the exemption fi
registration provided by Section 4(2) of the Se@esiAct for transactions by an issuer not invodven public offering or pursuant to ben
plans and contracts relating to compensation agged under Rule 701.

In March 2012, we issued 100,000 shares of our comstock to our chief financial officer pursuanthe terms of his employment agreem
The issuance was made in reliance on the exemfsanregistration provided by Section 4(2) of thec8rities Act for transactions by an iss
not involving a public offering or pursuant to béihplans and contracts relating to compensatioprasided under Rule 701.

On November 2011, we entered into a consultingicesvagreement. As partial consideration for theises to be rendered, we agreed to i
sevenyear warrants to purchase an aggregate of 2,008)¢8@s of our common stock at an exercise pri§® &6 per share. In April 2012,
amended the agreement pursuant to which, among things, we agreed to issue sewar warrants to purchase an additional 500,00fks
of our common stock at an exercise price of $1&0spare. The securities were issued in reliandb@exemption from registration provide
Section 4(2) of the Securities Act for transactibgsn issuer not involving a public offering.

In May 2012, we appointed two additional membersuo Industry Advisory Board. In connection withchuappointments, we granted e
member options to purchase 250,000 shares of aumom stock at an exercise price equal to the fairket value of our common sto
vesting ratably at the end of each of the firsgliarterly periods from the effective date of hip@iptment to the Advisory Board. The opti
are subject to approval by our Board of Directditse options were issued in reliance on the exemgtiam registration provide by Section 4
(2) of the Securities Act for transactions by aue&r not involving a public offering.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES

We are in default under a December 8, 2008, 5%08&tromissory Note (the “Notei¥sued to a principal shareholder. Interest anadcjpa
became due on the Note on June 10, 2009. As athV&irc2012 we owed $50,000 in principal and $8,i278ccrued interest on the Note.
intend to pay off the Note, including all accruaterest due thereon, as and when funding or resspermit.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable

ITEM 5. OTHER INFORMATION

In April 2012, we changed the transfer agent for common stock from Broadridge Corporate Issueutgwis, Inc. to Continental Stc
Transfer & Trust Company (“Continental”). Continats address is 17 Battery Place&loor, New York, NY 10004, and its telepht
number is (212) 509-4000.

ITEM 6. EXHIBITS

In reviewing the agreements included as exhibitthi® Form 10Q, please remember that they are included to peoyal with informatio
regarding their terms and are not intended to pwany other factual or disclosure information ahauor the other parties to the agreem
The agreements may contain representations andamt@s by each of the parties to the applicableaygent. These representations
warranties have been made solely for the benefh@parties to the applicable agreement and:

» should not in all instances be treated as categjostatements of fact, but rather as a way of atlag the risk to one of the partie
those statements prove to be inaccul

* have been qualified by disclosures that were madéed other party in connection with the negotiatad the applicable agreeme
which disclosures are not necessarily reflectetiénagreemen

* may apply standards of materiality in a way thatifferent from what may be viewed as material do pr other investors; ar

* were made only as of the date of the applicableeagent or such other date or dates as may be iggeiifthe agreement and
subject to more recent developme

Accordingly, these representations and warrantigg not describe the actual state of affairs adefdate they were made or at any other-

Additional information about us may be found elsewghin this Form 1@ and our other public filings, which are availablghout charg
through the SEC’s website at http://www.sec.gov.
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The following exhibits are included as part of ttéport:

Exhibit No. Description
31.1 Certification of Principal Executive Officer pursud@o Section 302 the Sarba-Oxley Act of 2002
31.2 Certification of Principal Financial Officer pursuteto Section 302 the Sarba-Oxley Act of 2002
32.1* Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantcdtioBe906 of
the Sarban«Oxley Act of 2002
32.2* Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of
the Sarban«Oxley Act of 2002
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

* This certification is being furnished and shalitrbe deemed “filed'with the SEC for purposes of Section 18 of the Exge Act, c
otherwise subject to the liability of that sectiamd shall not be deemed to be incorporated byeedée into any filing under the Securities
or the Exchange Act, except to the extent thateléstrant specifically incorporates it by referenc

** Pyrsuant to Rule 406T of Regulation S-T, this RBrelated information shall not be deemed to hledf for purposes of Section 18 of
Exchange Act, or otherwise subject to the liabibfythat section, and shall not be deemed partrefgéstration statement, prospectus or ¢
document filed under the Securities Act or the Exaje Act, except as shall be expressly set fortbpegific reference in such filings.
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SIGNATURES
In accordance with the requirements of the Seesrifixchange Act of 1934, the Registrant has catidéedeport to be signed on its behal
the undersigned, thereunto duly authorized.

RACKWISE, INC.

Date: May 15, 201 By: /s/ Guy A. Archbolc
Guy A. Archbold, Chief Executive Office

Date: May 15, 2012 By: /s/ Jeff Winzelel
Jeff Winzeler, Chief Financial Office
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EXHIBIT INDEX

Exhibit No. Description
31.1 Certification of Principal Executive Officer pursud@o Section 302 the Sarba-Oxley Act of 2002
31.2 Certification of Principal Financial Officer purquao Section 302 the Sarba-Oxley Act of 200z
32.1* Certification of Chief Executive Officer muant to 18 U.S.C. Section 1350, as adopted potrsos&ection 906 of
the Sarban¢«Oxley Act of 2002
32.2* Certification of Chief Financial Officer pguant to 18 U.S.C. Section 1350, as adopted potrsa&ection 906 of
the Sarban¢«Oxley Act of 2002
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

* This certification is being furnished and shalitrbe deemed “filed'with the SEC for purposes of Section 18 of the Exge Act, c
otherwise subject to the liability of that sectiamd shall not be deemed to be incorporated byerée into any filing under the Securities
or the Exchange Act, except to the extent thatélestrant specifically incorporates it by referenc

** Pursuant to Rule 406T of Regulation S-T, this RBrelated information shall not be deemed to liledf for purposes of Section 18 of
Exchange Act, or otherwise subject to the liabibfythat section, and shall not be deemed part refgéstration statement, prospectus or ¢
document filed under the Securities Act or the Exaje Act, except as shall be expressly set fortbpegific reference in such filings.
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Exhibit 31.1

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

I, Guy A. Archbold, Principal Executive Officer Bfackwise, Inc., certify that:
1. | have reviewed this quarterly report on ForraQ0f Rackwise, Inc. for the quarterly period endiéarch 31, 2012;

2. Based on my knowledge, the quarterly report dagscontain any untrue statement of material faadmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statements mwade, not misleading with respect to
period covered by this quarterly report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisagterly report, fairly present
all material respects the financial condition, tesof operations and cash flows of the registastof and for the periods presented in
quarterly report;

4. The registrang other certifying officers and | are responsildedstablishing and maintaining disclosure contasld procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedarkee designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the etin which this quarterly report is being prepared

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be design
under our supervision, to provide reasonable assereegarding the reliability of financial repodiand the preparation of financial statem
for external purposes in accordance with geneealepted accounting principles;

(c) Evaluated the effectiveness of the registedisclosure controls and procedures; and presémtts report our conclusio
about the effectiveness of the disclosure conants procedures, as of the end of the period cougredis report based on such evaluation;

(d) Disclosed in this report any change in the segnts internal control over financial reporting thatcomred during th
registrant’s most recent fiscal quarter that hasenlly affected, or is reasonably likely to maadly affect, the registrarg’internal control ow
financial reporting; and

5. The registrang other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobwotver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrast’board of directors (or persons performing theiveden:
function):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registraist’
internal controls.

Date: May 15, 2012 By: /s/ Guy A. Archbold
Name:Guy A. Archbold
Title: Chief Executive Officer (principal financi
officer)




Exhibit 31.2

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

I, Jeff Winzeler, Principal Financial Officer of Blawise, Inc., certify that:
1. | have reviewed this quarterly report on ForraQL0f Rackwise, Inc. for the quarterly period endiéarch 31, 2012;

2. Based on my knowledge, the quarterly report dagscontain any untrue statement of material faadmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect to
period covered by this quarterly report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisagterly report, fairly present
all material respects the financial condition, fesof operations and cash flows of the regist@mtof and for the periods presented in
quarterly report;

4. The registrans other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedarkee designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the petin which this quarterly report is being prepared

(b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be design
under our supervision, to provide reasonable assereegarding the reliability of financial repodiand the preparation of financial statem
for external purposes in accordance with geneealepted accounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures; and presémtits report our conclusio
about the effectiveness of the disclosure contintprocedures, as of the end of the period cougyelis report based on such evaluation;

(d) Disclosed in this report any change in the segnts internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter that hatenelly affected, or is reasonably likely to maadly affect, the registrarg’internal control ow
financial reporting; and

5. The registrang other certifying officers and | have disclosedsdxd on our most recent evaluation of internalrobotver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrast’board of directors (or persons performing theiveden:
function):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registraist’
internal controls.

Date: May 15, 201 By:  /s/ Jeff Winzelel
Name: Jeff Winzeler
Title:  Chief Financial Officer (principal financii
officer)




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 March 31, 2012 as filedh
the Securities and Exchange Commission on the liateof (the “Report”)), Guy A. Archbold, Chief Executive Officer of th@éompany
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faipsesents, in all material respects, the finanadadition and results of operations
the Company.

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

Date: May 15, 2012 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 Rackwike. (the “Company”) on Form 1Q-for the quarter ended March 31, 2012 as filedh
the Securities and Exchange Commission on the laaenf (the “Report”)], Jeff Winzeler, Chief Financial Officer of the @pany, certify
pursuant to 18 U.S.C. Section 1350, as adoptedipntdo Section 906 of the Sarbanes-Oxley Act 62@hat:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faipiyesents, in all material respects, the finanaimidition and results of operations
the Company.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadyndl be retained by the Company i
furnished to the Securities and Exchange Commissiots staff upon request.

Date: May 15, 201 By: /sl Jeff Winzeler
Name: Jeff Winzeler
Title: Chief Financial Office






