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PART |
Forward-Looking Statements

Forward-looking statements in this report, inclgdimithout limitation, statements related to Towesam Corporation’s plans, strategies,
objectives, expectations, intentions and adequéoysources, are made pursuant to the safe harbeisipns of the Private Securities
Litigation Reform Act of 1995. Investors are caungd that such forward-looking statements involgg&giand uncertainties including , without
limitation , the following: (i) Towerstream Corpdi@n’s plans, strategies, objectives, expectatamd intentions are subject to change at any
time at the discretion of Towerstream Corporati@h;Towerstream Corporation’s plans and resultspérations will be affected by
Towerstream Corporation’s ability to manage growmtld competition; and (iii) other risks and uncettiess indicated from time to time in
Towerstream Corporation’s filings with the Secastiand Exchange Commission.

In some cases, you can identify forward-lookingesteents by terminology such as
“may,” “will,” “should,” “could,” “expects,” “plans” “intends,” “anticipates,” “believes,” “estimatgspredicts,” “potential,” or “continue” or
the negative of such terms or other comparableitedogy. Although we believe that the expectatiogfdected in the forward-looking
statements are reasonable, we cannot guarantee fasults, levels of activity, performance or agkiments. Moreover, neither we nor any
other person assumes responsibility for the acguaad completeness of such statements. Readetawatiened not to place too much reliance
on these forward-looking statements, which spedk as of the date hereof. We are under no dutyptiate any of the forward-looking
statements after the date of this report.

Factors that might affect our forward-looking staénts include, among other things:
° overall economic and business conditions;
e the demand for our services;
° competitive factors in the industries in which emmpete;
° emergence of new technologies which compete euittservice offerings;
° changes in tax requirements (including tax ragnges, new tax laws and revised tax law interpoeis);
° the outcome of litigation and governmental praitegs;
° interest rate fluctuations and other changeomowing costs;
° other capital market conditions, including availiay of funding sources;

° potential impairment of our indefinite-lived imigible assets and/or our long-lived assets; and

changes in government regulations related tdthadband and Internet protocol industries.

Item 1. Business.

Towerstream Corporation (“Towerstream”, “we”, “usdur” or the “Company”) is a leading 4G and Snaéll Rooftop Tower company
which provides a wide range of wireless commundicasiervices through its two business segments.Chingpany was incorporated in
December 1999.

Fixed Wireless Services Segment

During its first decade of operations, the Compabwysiness activities were focused on deliverirgdiwireless broadband services to
commercial customers over a wireless network tratisign over both regulated and unregulated radecspm. The Company's fixed wireless
service supports bandwidth on demand, wirelessngahcy, virtual private networks, disaster recoybondled data and video services. The
Company provides services to business customéisunYork City, Boston, Chicago, Los Angeles, Saarfeisco, Seattle, Miami, Dallas-Fort
Worth, Houston, Philadelphia, Nashville, Las Vefasio and Providence-Newport. The Company's "Fix@@lss Services
Segment” ("Fixed Wireless" or "FW") has historigajirown both organically and through the acquisitid five other fixed wireless broadband
providers in various markets.






Shared Wireless Infrastructure Segment

Since 2010, the Company has been exploring opptigsiio leverage its fixed wireless network inambmarkets to provide other wireless
technology solutions and services. Over the pastfars, a significant increase in mobile data gated by smartphones, tablets and other
devices has placed tremendous demand on the netwbtke carriers. This has caused the carrieegptore a wide range of solutions
including (i) acquiring additional spectrum, (ilnploying Wi-Fi to offload data traffic and (iii) lizing small cell technologies to increase
capacity and coverage in dense urban areas. Dilnismigeriod, the Company incurred various costteel to identifying possible new solutions
and services. These costs included rent paymedesr lease agreements which provide the Companythathight to install wireless
technology equipment on the rooftops of buildingse Company refers to these locations as "street teoftops" because Wit and small ce
technologies are required to be close to the groand therefore, the buildings are often one tostaoies high. The Company also incurred
costs to construct a carrier-class network to aeffldata traffic. The Company has entered intoghed agreements and commenced these
capital projects for the purpose of securing cagdbat it believes is needed to maintain its cotitipe position in the wireless industry. The
Company believes that the wireless communicatindsstry is experiencing a fundamental shift frosrtiiditional, macro-cellular architecture
to densified small cell architecture where existied sites will be supplemented by many smallesebstations operating near street level. The
Company also believes that Wi-Fi will be an intégi@mponent of small cell architecture.

In January 2013, the Company incorporated a whmNyed subsidiary, Hetnets Tower Corporation (“Hetf)jeHetnets plans to utilize tt
carrierclass network constructed on the street level opsfto generate rental income from four separateces including (i) rental of space
street level rooftops for the installation of custy owned small cells which includes Wi-Fi antenria&S, and Metro and Pico cells, (ii) rental
of a channel on Hetnets’ Wi-Fi network for interaetess and the offloading of mobile data, (ii)ta¢ of a port for backhaul or transport, and
(iv) power and other related services. The Compafers to the activities of Hetnets as its “Shandckeless Infrastructure” (or “Shared
Wireless”) business segment.

In June 2013, Hetnets entered into a Wi-Fi seragreement (the “Wi-Fi Agreement”) with a major aabperator (the “Cable Operator”).
The Wi-Fi Agreement provides leased access toipesitaess points, primarily within New York Cityc&aBergen County, New Jersey. The
Cable Operator has a limited right to expand aciresther Hetnets’ markets. The term of the M/iAgreement is for an initial three year pel
and provides for automatic renewals for two, onar yeeriods.

Our Networks

The foundation of our networks consist of Point®afsence (or "PoPs" or "Company Locations") whighgenerally located on very tall
buildings in each urban market. We enter into Itergn lease agreements with the owners of thesdibgd which provide us with the right to
install communications equipment on the rooftop. dgploy this equipment in order to connect custen@the Internet or to pass small cell
signals to carriers and other service providershERoP is "linked" to one or more other PoPs taaank redundancy and ensure that there is 1
single point of failure in the network. One or mofeour PoPs are located in buildings where natioriarnet service providers such as Cogen
or Level 3 are located, and we enter into IP ttaorspeering arrangements with these organizafimnsder to connect to the World Wide Web.
We refer to the core connectivity of all of our Ba#® a “Wireless Ring in the Sky.” Each PoP hasvarage area averaging approximately six
miles although the distance can be affected by nowmsefactors, most significantly, how clear theslof sight is between the PoP and a
customer location. Our Points of Presence areetilby both our Fixed Wireless and Shared Wirdlgfsastructure segments.

We install additional equipment at other locatiforseach of our business segments. We install egeiiph on the rooftops of the buildings
in which our fixed wireless segment customers dpeaiad refer to these as "Customer Locations". @gispment includes receivers and
antennas, and a wireless connection is establisé®eeen the Customer Location to one or more oPamis. We also install equipment,
including access points, receivers and antennasheostreet level rooftops leased by our sharedless segment. We expect that customer:
want to utilize our street level rooftops to depswgall cell technologies will bring their own equipnt and connect it to our network.

Our network does not depend on traditional coppes ar fiber connections which are the backbonmahy of our competitors' networks.
We believe this provides us with an advantage sxawe may not be significantly affected by eventhsas natural disasters and power
outages. Conversely, our competitors are at greiateas copper and fiber connections are typidaltyalled at or below ground level and more
susceptible to network service issues during désssind outages.

Markets

We launched our fixed wireless business in Aprld2h the Boston and Providence markets. In Juf8,20e launched service in New
York City and followed that with our entry into ti@hicago, Los Angeles, San Francisco, Miami andd3afort Worth markets at various tin
through April 2008. Philadelphia was our last matkench in November 2009. We entered the Seditie Vegas, and Houston markets
through acquisitions of service providers basetth@se markets. We also expanded our market covaragypresence in Boston, Providence,
and Los Angeles through acquisitions. Our acquisgtiinclude (i) Sparkplug Chicago, Inc., operatm@hicago, lllinois and Nashville,
Tennessee, (ii) Pipeline Wireless, LLC, operatm@oston, Massachusetts and Providence, Rhodel|§i§rOne Velocity, Inc., operating in



Las Vegas and Reno, Nevada (iv) Color Broadbandr@amications, Inc., operating in Los Angeles, Catifa, and (v) Delos Internet,
operating in Houston Texas which we completed ior&ary 2013.




We determine which geographic markets to entersegssing criteria in four broad categories. Rivstevaluate our ability to deploy our
service in a given market after taking into consatien our spectrum position, the availability ofvers and zoning constraints. Second, we
assess the market by evaluating the number of dcitanse existing price points, demographic chanasties and distribution channels. Third,
we evaluate the economic potential of the marketi$ing on our forecasts of revenue opportunitiescapital requirements. Finally, we look
at market clustering opportunities and other cétiencies that might be realized. Based on tipigraach, as of December 31, 2013, we
offered wireless broadband connectivity in 13 mexkef which 10 are in the top 20 metropolitan areeathe United States based on the nui
of small to medium businesses in each market. Th@searkets cover an estimated 64% of small andunetusinesses (5 to 249 employees)
in the United States.

We believe there are significant market opportesitieyond the 13 markets in which we are curraftéring our services. Our long-term
plan is to expand nationally into other top metildpo markets in the United States. We believe #itajuisitions presently represent a more
effective manner to expand into new markets rattign to build our own infrastructure. Since 2018,lvave completed five acquisitions, of
which two were in new markets and three expandegmsence in existing markets. We have paid fes¢racquisitions through a combinai
of cash and equity, and believe that future actiors will be paid in a similar manner. Our decisto expand into new markets will depend
upon many factors including the timing and frequeotacquisitions, national and local economic dbads, and the opportunity to leverage
existing customer relationships in new markets.

Our shared wireless infrastructure segment praseptrates in New York City, Chicago, San Francisem Miami. In June 2013, we
entered our first significant customer agreemettt wimajor cable operator to provide Wi-Fi serviceBlew York City. We expect to expand
our shared wireless segment activities into aduationarkets based on customer demand, and anédipait they will most likely be in markets
where we presently offer fixed wireless services.

Sales and Marketing

We employ an inside direct sales force model tbaelservices to business customers. As of Decehe2013, we employed 39 direct
sales people. We generally compensate these enaglayea salary plus commission basis. Approximdié®p of our sales personnel had beel
with the Company for more than two years as of bdmr 31, 2013, as compared to 67% and 73% as arbleer 31, 2012 and 2011,
respectively . This tenure metric can fluctuaterfneeriod to period, especially because the sizbeoflirect sales force is relatively small. The
Company believes that a tenure metric between @0%% constitutes an experienced sales force.

Our sales force staffing levels peaked in July 2868n we employed 128 direct sales personnel.ne 2009, we reduced our direct sales
force by 34% in response to a growing emphasisiteriet based marketing initiatives. This chandlected an increasing awareness of the
need to capture customer demand rather than ttgingeate customer demand. Most companies seceirebmdwidth service under contracts
ranging in length from one to three years. As altesustomer buying decisions generally occur wtingir existing contracts are close to
expiring. We believe that many buyers of informatitechnology services search the Internet to labout industry trends and development
well as competitive service offerings. Our reductio staffing levels has enabled us to cost effetfiincrease spending on Internet based
marketing initiatives, increase sales productivityd reduce total sales and marketing expenses.

Sales through indirect channels comprised 19.6%uptotal revenues for the year ended Decembe2@®i13 compared with 13% for the
year ended December 31, 2(. Color Broadband, which we acquired in Decembdrl2®ad an active channel program and we hirecbbne
their former employees to be our Channel Managaridg 2012, we changed our channel program to geofor recurring monthly residual
payments, ranging from 8% to 20%. Previously, we ¢eenerally paid one time commissions on channetsa




Competition
Fixed Wireless Segment

The market for broadband services is highly contipetiand includes companies that offer a varidtyeovices using a number of different
technology platforms including cable networks, @igsubscriber lines (“DSL"), third-generation cgdlr, satellite, wireless Internet service anc
other emerging technologies. We compete with tikesgpanies on the basis of the portability, easesef speed of installation and price.
Competitors to our wireless broadband servicesidel

Incumbent Local Exchange Carriers and Common Local Exchange Carriers

We face competition from traditional wireline optna in terms of price, performance, discountedsdbr bundles of services, breadth of
service, reliability, network security, and eas@odess and use. In particular, we face compefit@n Verizon Communications Inc . and
AT&T Inc. which are referred to as “incumbent loeaichange carriers,” or (“ILECS”), as well as “commrocal exchange carriers ,” or
(“CLECS"), such as TelePacific Communications, Megth Networks, and EarthLink, Inc.

Cable Modem and DS Services

We compete with companies that provide Interneneativity through cable modems or DSL. Principahgetitors include cable
companies, such as Comcast Corporation, Time W&able, Charter, Cox Communications and incumteaphone companies, such as
AT&T Inc. or Verizon Communications Inc. Both thalde and telephone companies deploy their sereiceswired networks initially
designed for voice and one-way data transmissianttave subsequently been upgraded to provideftitianal services.

Cellular and PCS Services

Cellular and personal communications service (“BQ&friers are seeking to expand their capacitydwide data and voice services that
are superior to ours. These providers have suligriiroader geographic coverage than we have fandhe foreseeable future, than we
expect to have. If one or more of these providarsdeploy technologies that compete effectiveljhwitr services, the mobility and coverage
offered by these carriers will provide even greatanpetition than we currently face. Moreover, madeanced cellular and PCS technologies
such as third generation mobile technologies, atig®ffer broadband service with packet data tianspeeds of up to 2,000,000 bits per
second for fixed applications, and slower speedsiabile applications. We expect that third gerieratechnology will be improved to
increase connectivity speeds to make it more deitiap a range of advanced applications.

Wireless Broadband Service Providers

We also face competition from other wireless br@adbservice providers that use licensed and urdastspectrum. In connection with
merger and acquisition activities, we have deteechithat most of our current and planned marke¢adyr have one or more locally based
companies providing wireless broadband Internetices. In addition , many local governments, ursitexs and other related entities are
providing or subsidizing Wi-Fi networks over unlited spectrum, in some cases at no cost to theTlsre exist numerous small local urban
and rural wireless operations offering local segithat could compete with us in our present arned geographic markets.

Satellite

Satellite providers, such as WildBlue Communicatidnc. and Hughes Network Systems, LLC, offer bh@ad data services that addres:
a niche market, mainly less densely populated dhedisare unserved or underserved by competingcgepvoviders. Although satellite offers
service to a large geographic area, latency caogée time it takes for the signal to travel taldrom the satellite may challenge a satellite
provider’s ability to provide some services, sustVaice over Internet Protocol (“VolP”), which remks the size of the addressable market.

Other

We believe other emerging technologies may alsk geenter the broadband services market. For elame are aware that several
power generation and distribution companies arkisgao develop or have already offered commeigiabhdband Internet services over
existing electric power lines.

Shared Wireless Segment

The market for shared wireless infrastructure sevin major urban markets has grown significaintithe past few years as the emergt

of smartphones, tablets, and other portable deviassiriven an explosion in mobile data traffim May 2012, five major cable companies
(Comcast, TimeWarner Cable, Cox Communications)e&vidion, and Bright House Networks) announced|bange under which they agreed



to allow each other's customers to access thgeotise Wi-Fi hotspots when roaming outside thatbsle provider's territory. The cable
companies have referred to this arrangement aslé@abi". In March 2014, CableWiFi.com representedt there were more than 200,000
hotspots available to customers of the particigatiable companies, however, not all of these htgsm@ in markets in which the Company
presently operates. In addition, the major tovenjganies have historically operated primarily ib@ian areas. However, they may begin tc

increase their presence and activities in majoamiinarkets as the carriers, internet companie®#msis request additional capacity to handle
the continued growth in mobile data traffic.




Competitive Strengths

Even though we face substantial existing and pisgecompetition, we believe that we have a nundf@ompetitive advantages that \
allow us to retain existing customers and attragt oustomers over time.

Reliability

Our network was designed specifically to supporeless broadband services. The networks of cellodédrle and DSL companies rely on
infrastructure that was originally designed for fimonadband purposes. We also connect our custdmers Wireless Ring in the Sky which
has no single point of failure. This ring is fedryltiple national Internet providers located apogite ends of our service cities and connecte
to our national ring which is fed by multiple leagicarriers. We believe that we are the only wagleroadband provider that offers true
separate egress for true redundancy. With DSL abté offerings, the wireline connection can be teated by one backhoe swipe or switch
failure. Our Wireless Ring in the Sky is not likatybe affected by backhoe or other below-grourtidants or severe weather. As a result, oul
network has historically experienced reliabilityes of approximately 99% .

Flexibility

Our wireless infrastructure and service delivergitdas us to respond quickly to changes in a custerbmadband requirements. We offer
bandwidth options ranging from 0.5 megabits peosdap to 1.5 gigabit per second. We can usuajlysa@ customer’s bandwidth remotely
and without having to visit the customer locatiomtodify or install new equipment. Changes canroffte made on a same day basis.

Timeliness

In many cases, we can install a new customer agit loelivering Internet connectivity within 3 tobbisiness days after receiving a
customers order. Many of the larger telecommunications canigs can take 30 to 60 days to complete an iattail The timeliness of servi
delivery has become more important as businesseiicomore of their business operations throughrtesnet .

Value

We own our entire network which enables us to poigeservices lower than most of our competitoecHically, we are able to offer
competitive prices because we do not have to Hagad loop charge from the telephone company.

Efficient Economic Model

Our economic model is characterized by low fixeplitzd and operating expenditures relative to othieeless and wireline broadband
service providers. We own our entire network whatiminates costs involved with using leased lines@d by telephone or cable companies.
Our network is modular. Coverage is directly reddtie various factors including the height of theility we are on and the frequencies we
utilize. The average area covered by a PoP is m#éxradius.

Prime Real Estate Locations

We have secured long term lease agreements forwéhbelieve are prime real estate locations foh lebtour business segments. Our
fixed wireless network is constructed on many efttdlest buildings in the thirteen markets in vihiee operate. This facilitates our ability to
deliver internet connectivity to locations whemeliof sight is not available to our competitorsr Gared wireless infrastructure is located on
more than 1,000 street level rooftops in New Yoity GChicago, San Francisco, and Miami. The breadith depth of our networks in these
markets enables us to address the densificatiarireghin major urban markets.

Experienced Management Team

We have an experienced executive management tefmmare than 35 years of combined experience apanynleaders. Our President
and Chief Executive Officer, Jeffrey M. Thompsaaifounder of the Company and has more than 2@ péa&xperience in the data
communications industry. Our Chief Financial Officgoseph P. Hernon, has been the chief finanffiako for three publicly traded compan
over the past 15 years.




Corporate History

We were organized in the State of Nevada in Juf&.20 January 2007, we merged with and into a lyhmlvned Delaware subsidiary 1
the sole purpose of changing our state of incotfmrdo Delaware. In January 2007, a wholly-owneldssdiary of ours merged with and into a
private company, Towerstream Corporation, with Tistream Corporation being the surviving companyotJplosing of the merger, we
discontinued our former business and succeeddwtbusiness of Towerstream Corporation as ourlis@ef business. At the same time, we
also changed our name to Towerstream Corporatidroansubsidiary, Towerstream Corporation, charitgedame to Towerstream I, Inc.

Regulatory Matters

The Communications Act of 1934, as amended (theri@anications Act”), and the regulations and po&a the Federal
Communications Commission (“FCC”) impact signifitaspects of our wireless Internet service busjnesih is also subject to other
regulation by federal, state and local authoritieder applicable laws and regulations.

Soectrum Regulation

We provide wireless broadband Internet accessato using both licensed and unlicensed fixedtgoipoint systems. The FCC has
jurisdiction over the management and licensindhefalectromagnetic spectrum for all commercial s1SEhe FCC routinely reviews i
spectrum policies and may change its position @etspm use and allocations from time to time. Wiele that the FCC is committed to
allocating spectrum to support wireless broadbaplayment throughout the United States and willticore to modify its regulations to foster
such deployment, which will help us implement oxisgng and future business plans.

Broadband Internet Service Regulation

Our wireless broadband network can be used to gedviternet access service and Virtual Private Neks/(“VPNs”). In 2002, the FCC
ruled that Internet services are interstate infdimnaservices that are not subject to regulatioa tdecommunications service under federal
or to state or local utility regulation. Our broaaflol Internet services are, therefore, not subgegtany of the regulatory requirements imposed
on wireless and wireline telecommunications serpiceviders. For example, we are not currently regfito contribute a percentage of gross
revenues from our Internet access services torthversal service funds used to support local tedeptservice and advanced
telecommunications services for schools, libragied rural health care facilities. Our wireless litzend Internet services are, however, subjec
to a number of federal regulatory requirementduitiog the Communications Assistance for Law Engéonent Act (“CALEA”) requirement
that highspeed Internet service providers implement certatwork capabilities to assist law enforcementdndtcting surveillance of persc
suspected of criminal activity.

In addition, Internet service providers are subjec wide range of other federal regulations datuges including, for example, regulati
and policies relating to consumer protection, camsuprivacy, and copyright protections. Stateslandl government authorities may also
regulate limited aspects of our business by, famngple, imposing consumer protection and consumeagyr regulations, zoning requirements,
and requiring installation permits.

In addition, many new laws and regulation that daoipact the provision of Internet services areantty under consideration by the U.S.
Congress, federal regulatory agencies, and cestata and local governments. It is uncertain whedhg pending proposals will be adopted.

Zoning and Permitting |ssues

States and local governments have the right tola&gthe siting and permitting of Towerstream'sants and equipment used to provide
broadband service over Wi-Fi and small cell tecbgi@s. State and local regulation over the sitihgireless facilities can be timssnsuming
require burdensome documentation, and involve ipefees, which may have a limiting effect on Tostezam's broadband business that
depends on placing and operating wireless anteamméselated equipment. The Federal Communicattmmmission ("FCC") has initiated a
rulemaking, In the Matter of Acceleration of Broadld Deployment by Improving Wireless Facilitiesr&jtPolicies, Notice of Proposed
Rulemaking, WT Docket No. 13-238, FCC 13-322 (8seipt. 26, 2013), that seeks to address delayswadérs that wireless broadband
providers may experience due to state and lodabsind permitting regulations. The FCC's rulemglon this matter is still in the comment
stage and it is unknown whether or when the FCCisgle rules on facilities siting for wireless adband deployment. However, if the FCC
issues rules in this rulemaking that streamlineféiodities siting process with broad federal stamis$, such rules could facilitate Towerstream's
deployment of Wi-Fi and small cell antennas andm@gent, which may be beneficial to its broadbansitess.




Other
2012 FCC Inquiry

In August 2012, the Company received a letter gfiiry (the “Letter”) from the FCC in which the Commy was informed that the
Enforcement Bureau was investigating potentialatiohs by the Company of certain provisions of@menmunications Act of 1934, as
amended, and FCC Rules. The Letter principallyteel#o the Company’s acquisitions and related &etisns in 2011 and 2012. The Letter
directed the Company to produce certain documemdsrdormation. The Company provided the requedtmiments and information to the
FCC. On May 31, 2013, Towerstream entered into @s€ot Decree with the Federal Communications Cosiarisn which
Towerstream agreed to make a voluntary contributiaihe United States Treasury in the amount of 8@ As part of the Consent Decree,
the FCC terminated investigations into allegedatiohs of the FCC rules. This matter is now codetl

FAA Interference Issue

On August 6, 2013, the FCC released a Notice ofafgmt Liability for Forfeiture ("NAL") alleging tharowerstream caused harmful
interference to doppler weather radar systems im Xerk and Florida. The FCC proposed a fine of 3200 for the alleged rule violations.
On November 4, 2013, Towerstream filed a respom$leet NAL denying the FCC's allegations and, inghernative, requesting that the FCC
reduce the proposed forfeiture amount. This matterains pending at the FCC.

License KA306 in DeSoto, Texas

In May 2007, Towerstream acquired a license toatpean Earth Station in DeSoto, Texas. The licenseided the Earth Station with the
right to communicate with the Intelsat satellitesertain frequency bands. The Earth Station $ieaaiso provided interference protection fromn
any terrestrial-based 3650 MHz band operator wighirbOkm protection zone surrounding the Earthi@®tatThe original license rights, or
authorization, was referred to as Call Sign KAIQ6KA306.

The original license term was for a period of teang. The Company never received notice from @€ prior to the then next expiration
date of March 31, 2012 (the Company acquired tenke from a prior licensee whose term began i2)200he Company subsequently
discovered that the license had expired, and inuatg012 filed an application with the FCC requesthat it be allowed to temporarily rest
operations of the Earth Station. In July 2013, dismissed the Company's application to temppra@sume operations of the Earth
Station based on technical considerations.

The Company has engaged counsel to work with thepgaoy and the FCC regarding reinstatement of KA3B&. Company plans to
make a decision on a course of action in the djustrter of 2014. The Company intends to vigorouasiytest its right to operate the DeSoto
earth station.

We are subject to extensive regulation that cauatdt br restrict our activities. If we fail to corhpwith these regulations, we may be
subject to penalties, both monetary and non-moypeterich may adversely affect our financial cormfitiand results of operations, including
regulation by the FCC, which risks are more fulésdribed under the heading “Risk Factors.”

Rights Plan

In November 2010, we adopted a rights plan (thgh& Plan”) and declared a dividend distributioroné preferred share purchase right
for each outstanding share of common stock aseofebord date on November 14, 2010. Each rightnveixercisable, entitles the registered
holder to purchase one-hundredth (1/%00 ) of aesbbBeries A Preferred Stock, par value $0.001spares of the Company at a purchase
price of $18.00 per one-hundredth (1/#00 ) of aeslbfithe Series A Preferred Stock, subject tcageddjustments. The rights will generally
separate from the common stock and become exeleigamy person or group acquires or announcesider offer to acquire 15% or more of
our outstanding common stock without the consemtuofBoard of Directors. Because the rights maystartially dilute the stock ownership of
a person or group attempting to take us over wittlweiapproval of our Board of Directors, our RgjRtan could make it more difficult for a
third party to acquire us (or a significant peregyat of our outstanding capital stock) without firegotiating with our Board of Directors. In
addition, we are governed by provisions of Delawavethat may prohibit large stockholders, in parar those owning 15% or more of our
outstanding voting stock, from merging or combinivith us.

The provisions in our charter, bylaws, Rights Rlad under Delaware law related to the foregoindccdiscourage takeover attempts that
our stockholders would otherwise favor, or otheeaisduce the price that investors might be willmgay for our common stock in the future.

Employees

As of December 31, 2013, we had 159 employeeshohwl56 were full-time employees and 3 were paretemployees . As of February



28, 2014 , we had 151 employees, of whom 148 dirtifie employees and 3 are part-time employee® bMieve our employee relations
are good. Two employees are considered membepssofifve management.




Our Corporate Information

Our principal executive offices are located at 88a8_ane, Middletown, Rhode Island, 02842. Ouepdone number is (401) 848-5848.
The Company’s website addressiitp://www.towerstream.com . Information contained on the Company’s websteat incorporated into this
Annual Report on Form 10-K. Annual reports on FA®AK, quarterly reports on Form 10-Q, current mepon Form 8-K and all amendments
to those reports are available free of charge tiiradbe Securities and Exchange Commission (“SE@Bsite athttp://mww.sec.gov as soon as
reasonably practicable after those reports ardrelgcally filed with or furnished to the SEC.

Item 1A. Risk Factors.

Investing in our common stock involves a high degree of risk. Prospective investors should carefully consider the risks described below and
other information contained in this annual report, including our financial statements and related notes before purchasing shares of our common
stock. There are numerous and varied risks, known and unknown, that may prevent us from achieving our goals. If any of these risks actually
occur, our business, financial condition or results of operations may be materially adversely affected. In that case, the trading price of our
common stock could decline and investorsin our common stock could lose all or part of their investment.

Risks Relating to Fixed Wireless Services

We may be unable to successfully execute any of@urent or future business strategies.

In order to pursue business strategies, we willineecontinue to build our infrastructure and sgittien our operational capabilities. Our
ability to do any of these successfully could Hea&d by any one or more of the following factors:

e the ability of our equipment, our equipment sigyglor our service providers to perform as we ekpe
e the ability of our services to achieve marketegptance;
e our ability to manage third party relationshifeetively;

e our ability to identify suitable locations and theegotiate acceptable agreements with building esvee that we can establish Pt
on their rooftop;

e our ability to work effectively with new custonseio secure approval from their landlord to instalt equipment;

e our ability to effectively manage the growth angb@xsion of our business operations without incgrercessive costs, high emplo
turnover or damage to customer relationships;

e our ability to attract and retain qualified persel, especially individuals experienced in netwoplerations and engineering;
e equipment failure or interruption of service whimould adversely affect our reputation and owatiehs with our customers;
e our ability to accurately predict and responth®rapid technological changes in our industrg an

e our ability to raise additional capital to fundrayrowth and to support our operations until wacheprofitability.

Our failure to adequately address any one or mbileecabove factors could have a significant advé@rgpact on our ability to execute our
business strategy and the long term viability of lnusiness.

We depend on the continued availability of leasesldicenses for our communications equipment.

We have constructed proprietary networks in eadh@mmarkets we serve by installing antennae ofiaps, cellular towers and other
structures pursuant to lease or license agreertees&nd and receive wireless signals necessatiidasperation of our network. We typically
seek five year initial terms for our leases withethto five year renewal options. Such renewabngtiare generally exercisable at our discre
before the expiration of the current term. If thisgses are terminated or if the owners of thasetsires are unwilling to continue to enter into
leases or licenses with us in the future, we wdaldorced to seek alternative arrangements witbrgihoviders. If we are unable to continue tc
obtain or renew such leases on satisfactory tesorshusiness would be harmed.






Our ability to attract and retain customers may bepaired if we do not maintain and enhance our brdn

We believe that our brand is a critical part of business. Maintaining and enhancing our brand require us to make substantial
investments with no assurance that these invesgméghtbe successful. If we fail to promote and ntain the “Towerstream” brand, or if we
incur significant expenses in this effort, our Imesis, prospects, operating results and financraliton may be harmed. We anticipate that
maintaining and enhancing our brand will becomesasingly important, difficult and expensive.

We are pursuing acquisitions that we believe cormpémnt our existing operations but which involve riskhat could adversely affect our
business.

Acquisitions involve risks that could adverselyeaff our business including the diversion of managgrtime from operations and
difficulties integrating the operations and persglrof acquired companies. In addition, any futwguasition could result in significant costs,
the incurrence of additional debt or the issuarf@gaity securities to fund the acquisition, and &ssumption of contingent or undisclosed
liabilities, all of which could materially advergeffect our business, financial condition and hssof operations.

In connection with any future acquisition, we gelgrwill seek to minimize the impact of contingearid undisclosed liabilities by
obtaining indemnities and warranties from the selowever, these indemnities and warranties, ihwed, may not fully cover the liabilities
due to their limited scope, their amount or duratitie financial limitations of the indemnitor oawantor, or for other reasons.

We continue to consider strategic acquisitions,esofmwvhich may be larger than those previously deted and which could be material
transactions. Integrating acquisitions is oftestiyoand may require significant attention from rmgement. Delays or other operational or
financial problems that interfere with our operaonay result. If we fail to implement proper alebusiness controls for companies or asse
we acquire or fail to successfully integrate th@sguired companies or assets in our processefinaacial condition and results of operations
could be adversely affected. In addition, it isgible that we may incur significant expenses éndtaluation and pursuit of potential
acquisitions that may not be successfully completed

We have a history of operating losses and expeatantinue incurring losses for the foreseeable fuéu

Our fixed wireless segment was launched in 2000hasdncurred losses in each year of operation. sBared wireless infrastructure
business was launched in 2013 and we expect drttnuie to incur losses for the foreseeable futWk cannot anticipate when, if ever, our
operations will become profitable. We expect tainsignificant net losses as we develop our netwexgand our markets, undertake
acquisitions, acquire spectrum and pursue our basistrategy. We intend to invest significantlpim business before we expect cash flow
from operations to be adequate to cover our opeyatkpenses. If we are unable to execute our besiteategy and grow our business, either
as a result of the risks identified in this sectiorior any other reason, our business, prospes)cial condition and results of operations will
be adversely affected.

Cash and cash equivalents represent one of our &mtgassets and we may be at risk of being uninsdoed large portion of such
assets.

As of December 31, 2013, we had approximately $XB@DO0 in cash and cash equivalents with one fangeacial banking institution. At
times, our cash and cash equivalents may be uidsurin deposit accounts that exceed the Fedeyab$it Insurance Corporation (“FDIC”)
insurance limits. If the institution at which weveaplaced our funds were to become insolvent driiai could be at risk for losing a substan
portion of our cash deposits, or incur significamte delays in obtaining access to such fundsght bf the limited amount of federal insurat
for deposits, even if we were to spread our cashtammong several institutions, we would remanisktfor the amount not covered by
insurance.

Our growth may be slowed if we do not have suffidieapital.

The continued growth and operation of our busimeasg require additional funding for working capitdébt service, the enhancement and
upgrade of our network, the build-out of infrasture to expand our coverage, possible acquisitmspossible bids to acquire spectrum
licenses. We may be unable to secure such fundirggn needed in adequate amounts or on acceptailg, i€ at all. To execute our business
strategy, we may issue additional equity securitiggublic or private offerings, potentially at eiqe lower than the market price at the time of
such issuance. Similarly, we may seek debt finapaimd may be forced to incur significant interegtemse. If we cannot secure sufficient
funding, we may be forced to forego strategic opputies or delay, scale back or eliminate netwaekloyments, operations, acquisitions,
spectrum bids and other investments.
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Many of our competitors are better established amal/e significantly greater resources which may makdifficult for us to attract and
retain customers.

The market for broadband and related servicegjishcompetitive, and we compete with several ottwnpanies within each of our
markets. Many of our competitors are well estaklgstvith larger and better developed networks apgau systems, longer relationships with
customers and suppliers, greater name recognitidrgeeater financial, technical and marketing resesithan we have. Our competitors may
subsidize competing services with revenue fromratberces and, thus, may offer their products andces at prices lower than ours. Our
competitors may also reduce the prices of theirises significantly or may offer broadband connéttipackaged with other products or
services. We may not be able to reduce our pricesherwise combine our services with other proslactservices which may make it more
difficult to attract and retain customers. In athifif businesses which are presently focused origimayservices to residential customers may
expand their target base and begin offering seteidrisiness customers.

We expect existing and prospective competitorsitipatechnologies or business plans similar to,aurseek other means to develop
competitive services, particularly if our serviggsve to be attractive in our target markets. Toisipetition may make it difficult to attract n
customers and retain existing customers.

We may experience difficulties constructing, upgiad and maintaining our network which could increascustomer turnover and
reduce our revenues.

Our success depends on developing and providirdupts and services that provide customers with figdlity Internet connectivity. If
the number of customers using our network increageswill require more infrastructure and netwoekeources to maintain the quality of our
services. Consequently, we may be required to reakstantial investments to improve our facilitiesl @quipment, and to upgrade our
technology and network infrastructure. If we do complete these improvements successfully, or iwgerience inefficiencies, operational
failures or unforeseen costs during implementatiem the quality of our products and services coeldine.

We may experience quality deficiencies, cost ovesrand delays in implementing network improvemants completing maintenance and
upgrade projects. Portions of these projects map@aevithin our control or the control of our cattors. Our network requires the receipt of
permits and approvals from numerous governmenitdiesancluding municipalities and zoning boardsctshodies often limit the expansion
transmission towers and other construction necg$saour business. Failure to receive approvals fimely fashion can delay system rollouts
and raise the cost of completing projects. In aaldjtwe are typically required to obtain rightsrfréand, building or tower owners to install
antennae and other equipment to provide servioat@ustomers. We may not be able to obtain, andercceptable to us, or at all, the rights
necessary to construct our network and expandeuices.

We also face challenges in managing and operatingetwork. These challenges include operatingntaaiing and upgrading network
and customer premise equipment to accommodateaisederaffic or technological advances, and maggitia sales, advertising, customer
support, billing and collection functions of ourdiness while providing reliable network servicegpected speeds and quality. Our failure in
any of these areas could adversely affect custsatefaction, increase customer turnover or chnarease our costs and decrease our
revenues.

We may be unable to operate in certain markets & are unable to obtain and maintain rights to usednsed spectrum.

We provide our services in some markets by usiegtspm obtained through licenses or long-term lea®btaining licensed spectrum can
be a long and difficult process that can be caastlg require substantial management resources.riBgticensed spectrum may subject us to
increased operational costs, greater regulatortisgrand arbitrary government decision making.

Licensed spectrum, whether owned or leased, pakiamal risks, including:

e inability to satisfy build-out or service deplognt requirements upon which spectrum licensesasele may be conditioned:;

e increases in spectrum acquisition costs or coxitgle

e competitive bids, pre-bid qualifications and pbst requirements for spectrum acquisitions, inalhive may not be successful leading
to, among other things, increased competition;

e adverse changes to regulations governing specights;

e the risk that acquired or leased spectrum witlbeocommercially usable or free of damaging irtefice from licensed or unlicensed
operators in the licensed or adjacent bands;



contractual disputes with, or the bankruptcy thieeo reorganization of, the license holders whighld adversely affect control over the
spectrum;

failure of the FCC or other regulators to reng@ectrum licenses as they expire; and

invalidation of authorization to use all or arsfgcant portion of our spectrum.
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We utilize unlicensed spectrum in all of our marlsetvhich is subject to intense competition, low hiars of entry and slowdowns due to
multiple users.

We presently utilize unlicensed spectrum in albof markets to provide our service offerings. datised or “free” spectrum is available
to multiple users and may suffer bandwidth limias, interference and slowdowns if the number efsiexceeds traffic capacity. The
availability of unlicensed spectrum is not unlinditend others do not need to obtain permits or $ieerio utilize the same unlicensed spectrum
that we currently utilize or may utilize in the fwé. The inherent limitations of unlicensed spguotcould potentially threaten our ability to
reliably deliver our services. Moreover, the prevale of unlicensed spectrum creates low barrieen§ in our industry which naturally
creates the potential for increased competition.

Interruption or failure of our information technolgyy and communications systems could impair our &Jito provide services which
could damage our reputation.

Our services depend on the continuing operatiasuoinformation technology and communications systeWe have experienced service
interruptions in the past and may experience sefviterruptions or system failures in the futureyAinscheduled service interruption
adversely affects our ability to operate our bussn@nd could result in an immediate loss of reveamel adversely impact our operating res
If we experience frequent or persistent systemetwark failures, our reputation could be permanehrmed. We may need to make
significant capital expenditures to increase thialdity of our systems, however, these capitgdenxditures may not achieve the results we
expect.

Excessive customer churn may adversely affect doafcial performance by slowing customer growth cireasing costs and reducing
revenues.

The successful implementation of our business gégrends upon controlling customer churn. Custorenctis a measure of customers
who cancel their services agreement. Customer atauld increase as a result of:

e interruptions to the delivery of services to omsérs over our network;

e the availability of competing technology suchcable modems, DSL, third-generation cellular, fitgelwireless Internet service and
other emerging technologies, some of which mayebs éxpensive or technologically superior to thofered by us;

e changes in promotions and new marketing or saitatives;

e new competitors entering the markets in whichoffer service; and

e areduction in the quality of our customer sex\hdling errors.

An increase in customer churn can lead to slowstotner growth, increased costs and a reductioevienues.

If our business strategy is unsuccessful, we widitrbe profitable and our stockholders could losesthinvestment.

There is no prior history of other companies thatéhsuccessfully pursued our strategy of delivefied wireless bandwidth services to
businesses. Many fixed wireless companies havedfaihd there is no guarantee that our strategyowifluccessful or profitable. If our strategy
is unsuccessful, the value of our company may @serand our stockholders could lose their entirestment.

We may not be able to effectively control and maaamr growth which would negatively impact our opions.

If our business and markets continue to grow ametldg, it will be necessary for us to finance arehage expansion in an orderly fash
In addition, we may face challenges in managingaaegng product and service offerings, and in iriégg acquired businesses. Such events

would increase demands on our existing managemeniforce and facilities. Failure to satisfy incsed demands could interrupt or adversel
affect our operations and cause backlogs and asirative inefficiencies.
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The success of our business depends on the contidims of key personnel and our ability to attrad¢tain and retain highly qualified
personnel.

We are highly dependent on the continued servitesioChairman, Philip Urso, our President and €Bieecutive Officer, Jeffrey M.
Thompson, and our Chief Financial Officer, Josegindn. In December 2011, we amended our employageement with Mr. Thompson
which extended the term for a period of two yeassnmencing December 2011. The term of this Agreé¢sieall automatically be extended
additional terms of one year, unless either paistggyprior written notice of non-renewal to theatparty no later than sixty (60) days prior to
the expiration of the initial term, or the curreahewal term. We cannot guarantee that any of thesons will stay with us for any definite
period. Loss of the services of any of these imtligls could adversely impact our operations. Waatanaintain policies of "key man"
insurance on our executives.

In addition, we must be able to attract, train, k@it and retain highly skilled and experiencedhiécal employees in order to successfully
introduce our services in new markets and growbasiness in existing markets. Qualified technicaployees often are in great demand and
may be unavailable in the time frame required tsfaour business requirements. We may not be tbddtract and retain sufficient numbers
of highly skilled technical employees in the futliféae loss of technical personnel or our inabiiiyhire or retain sufficient technical personnel
at competitive rates of compensation could impairability to grow our business and retain our #xgscustomer base.

We could encounter difficulties integrating acqut&ns which could result in substantial costs, dgtaor other operational or financial
difficulties.

Since 2010, we have completed five acquisition® iy seek to acquire other fixed wireless busassacluding those operating in our
current business markets or those operating irr giegraphic markets. We cannot accurately préiéctiming, size and success of our
acquisition efforts and the associated capital camants that might be required. We expect to entaruwrompetition for acquisitions which
may limit the number of potential acquisition opmities and may lead to higher acquisition pria¥s. may not be able to identify, acquire or
profitably manage additional businesses or sucalgsfitegrate acquired businesses, if any, wittsulistantial costs, delays or other
operational or financial difficulties.

In addition, such acquisitions involve a numbeottfer risks, including:

e failure of the acquired businesses to achieveebel results;

e integration difficulties could increase custornburn and negatively affect our reputation;
e diversion of management’s attention and resoueasquisitions;

e failure to retain key personnel of the acquiredibesses;

e disappointing quality or functionality of acquirequipment and personnel; and

e risks associated with unanticipated events, lltéds or contingencies.

The inability to successfully integrate and managguired companies could result in the incurrefcibstantial costs to address the
problems and issues encountered.

Our inability to finance acquisitions could impaithe growth and expansion of our business.

The extent to which we will be able or willing teaishares of our common stock to consummate atiqussivill depend on (i) the market
value of our securities which will vary, (ii) liggity which can fluctuate, and (iii) the willingnestpotential sellers to accept shares of our
common stock as full or partial payment. Using ekasf our common stock for acquisitions may reisusiignificant dilution to existing
stockholders. To the extent that we are unableséocommon stock to make future acquisitions, oilityaln grow through acquisitions may be
limited by the extent to which we are able to raiapital through debt or equity financings. We may be able to obtain the necessary capital
to finance any acquisitions. If we are unable ttawbadditional capital on acceptable terms, we bayequired to reduce the scope of
expansion or redirect resources committed to iadgrarposes. Our inability to use shares of ourroom stock to make future acquisitions n
hinder our ability to actively pursue our acqugsitiprogram.
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We rely on a limited number of third party supplethat manufacture network equipment, and instathiédmaintain our network sites.

We depend on a limited number of third party sugplito produce and deliver products required fomatworks. If these companies falil
to perform or experience delays, shortages or asg®@ demand for their products or services, wefay/a shortage of components, increase
costs, and may be required to suspend our netvaplogment and our service introduction. We alspethel on a limited number of third
parties to install and maintain our network faig@ht We do not maintain any long term supply cangavith these manufacturers. If a
manufacturer or other provider does not satisfyrequirements, or if we lose a manufacturer or@thver significant provider, we may have
insufficient network equipment for delivery to coisters and for installation or maintenance of ofnastructure. Such developments could
force us to suspend the deployment of our netwodkthe installation of new customers thus impaifirgre growth.

Customers may perceive that our network is not gedu our data security controls are breached whimay adversely affect our ability
to attract and retain customers and expose us &bility.

Network security and the authentication of a cusidsncredentials are designed to protect unautbdréccess to data on our network.
Because techniques used to obtain unauthorizedatz®r to sabotage networks change frequentlyraydnot be recognized until launched
against a target, we may be unable to anticipammplement adequate preventive measures againsthor&ed access or sabotage.
Consequently, unauthorized parties may overcomemcnyption and security systems, and obtain adoesata on our network. In addition,
because we operate and control our network andugiomers’ Internet connectivity, unauthorized asaa sabotage of our network could
result in damage to our network and to the computeother devices used by our customers. An aotuya¢rceived breach of network secut
regardless of whether the breach is our fault,ccbarm public perception of the effectiveness afsmcurity controls, adversely affect our
ability to attract and retain customers, expostsgnificant liability and adversely affect ourdiness prospects.

The delivery of our services could infringe on thh@ellectual property rights of others which mayselt in costly litigation, substantial
damages and prohibit us from selling our services.

Third parties may assert infringement or otherliettual property claims against us. We may haveaty substantial damages, including
for past infringement if it is ultimately determphéhat our services infringe a third party’s prepaiy rights. Further, we may be prohibited
from selling or providing some of our services lvefare obtain additional licenses, which, if avaiasit all, may require us to pay substantial
royalties or licensing fees. Even if claims areedetined to be without merit, defending a lawsuketasignificant time, may be expensive and
may divert managemestattention from our other business concerns. Arlip announcements related to litigation or ireeehce proceedin
initiated or threatened against us could causéosiness to be harmed and our stock price to declin

Risks Related to Shared Wireless Infrastructure

In January 2013, the Company incorporated a whmlipied subsidiary, Hetnets Tower Corporation ("Hetf)do operate the newly
formed, shared wireless infrastructure segmenteiRates in this section to "We", "Us", or "Our"eefo the Company, Towerstream
Corporation, as a whole. In this section, "its'ersfto Hetnets on a business segment operating IRisks associated with Hetnets and its f
on shared wireless infrastructure include:

We have no experience operating a shared wirelessstructure company.

Our newly formed subsidiary, Hetnets, has not hadexperience operating as a shared wireless tnficare enterprise. We may decide
to operate Hetnets as a stand-alone businesstaittvn management and board. For the near terrmémagement and board of directors are
expected to be composed entirely of Towerstreames#f and directors which could raise conflictsntérest.There is no assurance that we
be able to execute our business plan for Hetne¢smay not be able to operate Hetnets successiuthyding generating revenues and
achieving profitability.

Hetnets is a new, untested business model thamhisto, yet different than, many traditional temcompanies and for this reason is
subject to many risks of tower companies and atisks which may not presently be known. If we anahle to execute our business strategy,
or are unable to attract customers or capital edbe result of the risks identified herein orday other reason, our business, results of
operations, and financial condition could be matbriand adversely affected and we may be forcadnminate operations related to Hetnets,
which could have a material adverse effect on tigness, results of operations and financial caomdivf the Company as a whole.
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Hetnets has no operating history as a separate camp and this lack of experience may impede ourlépito successfully manage the
Hetnets business

Key members of our management team responsibleddership roles in the Hetnets business have periexce operating a business tha
is solely engaged in the shared wireless infragiradusiness. We do not believe there is anyiagifusiness that is dedicated primarily to
establishing a dominant position in shared wireieBastructure to be offered for use by others asduch both management and the busines
face uncertain risks. Hetnets has no operatingtyists a separate company. We cannot assure ybouthpast experience will be sufficient to
successfully operate Hetnets as a separate business

For a period of time, we will utilize shared resmes of Towerstream for Hetnets’ business and dpesatlf our management, sales,
finance and accounting staff is unable for anyarde respond adequately to the increased dembatwill result from separate operations,
we may be forced to incur additional administrawel other costs to avoid experiencing deficiencrematerial weaknesses in our disclosure
controls and procedures or our internal controk dwvencial reporting. We have not yet establispeatesses or procedures for operating
Hetnets as a separate business unit.

We may be unable to successfully execute any oftthginess opportunities we have identified for Hets to pursue.

In order for Hetnets to pursue business opporesyitive will need to build an effective companyasfructure and establish operational
capabilities. Our ability to accomplish these objexs could be affected by any one of the followfagtors:

e the ability of Hetnets equipment, our equipmemtiers or our service providers to perform asexpect;
e the ability of Hetnets to grow and integrate rtewall Cell antennae and shared wireless netwotksour business;

e the ability of Hetnets to identify suitable locatfand negotiate acceptable agreements with bgittimers so that it can establish 1
rooftop locations;

e the ability of Hetnets to effectively manage ¢iiewth and expansion of its business operationsauitincurring excessive costs, high
employee turnover or damage to business relatipashi

e the ability of Hetnets to attract and retain dfied personnel which may be affected by the sigaift competition in our industry for
individuals experienced in network operations angligeering;

e the ability of Hetnets to accurately predict aespond to the rapid technological changes imidsistry and the evolving demands of
the markets it serves and plans to serve; and

e our ability to raise additional capital to fun@tret’'s growth and to support its operations untgdaches profitability.

The failure of Hetnets to adequately address aeyooimore of the above factors could have a sicanifi adverse impact on its ability to
execute its business plan and may adversely affeahd our business, results of operations arahiral condition.

Many of the potential customers of Hetnets havestautially greater assets than the Company andimvagt in developing their own
shared or dedicated wireless infrastructure. @umpetition may include businesses that are alsenpial customers. Either of these
developments could have a material adverse effettainets and its business, results of operatinddinancial condition. Our competition
may include businesses that are also potentiabests of Hetnets.

Hetnets will require additional capital to fund itsontinued growth.

The continued growth and operation of Hetnets hiidlly require additional funding for working cagit any required upgrade of its
networks, the construction of additional infrastrue to expand coverage, and possible acquisitBash funding may not be available when
needed in adequate amounts or on acceptable té@hs]/l. We may issue additional equity secusitie public or private offerings in order to
execute Hetnets' business strategy. Additionalgtnets may raise capital independently of the Gowipand potentially at a price lower than
the market price or book value at the time of issga Any of such issuances may result in substatiligion to existing shareholders.
Similarly, we may seek debt financing and may lredd to incur interest expense. If we cannot sesuificient funding for Hetnets, we may
be forced to forego strategic opportunities or yietgale back or eliminate network deploymentsragens, acquisitions, and other investm:
which could have a material adverse effect on asirtess, results of operations and financial ccordit
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Our plans for Hetnets may include financing or jofrventures on a stand-alone basis or a spinoff dfa a portion of the ownership of
Hetnets.

Our plans for Hetnets may include financing foriéd$ on a stand-alone basis, joint venture arrapgenwith strategic partners or
financial investors, spinning all or a portion oétdets off to our stockholders, or a public offgrof a portion of the equity of Hetnets, altho!
such actions have not yet been approved by the @oyngnd may change.

Any of these actions could have a material adveffeet on our business, results of operations,faxashcial condition.
We depend on the continued availability of leases dur Hetnets shared wireless infrastructure busiss.

We intend to seek to obtain five year initial tedfosour leases with renewal options of three ¥e fyears each, although there can be no
assurance that we will be able to do so. Such reheptions are exercisable generally at our dismmdiefore the expiration of the current te
If these leases are terminated or if the ownethase structures are unwilling to continue to emiter leases with us in the future, we could be
forced to seek alternative arrangements with dtadding owners. If we are unable to continue toew or replace our shared wireless
infrastructure leases on satisfactory terms, Hetetd our business, results of operations andhéimh condition could be materially and
adversely affected.

We are a new entrant in an industry which is domiea by very large companies and which is subjedbiny sales cycles and market
volatility .

We expect long lead times from our prospectiveamsts prior to establishing predictable, recurrégenue streams for our Hetnets
segment due to the long-term nature of purchagidgcammitment decisions of large organizations.al¢e expect to experience delays in
converting our customer trials into purchase ordilen® our prospective customers. The nature andtiur of adoption and commitment del;
is unpredictable. We depend on the willingnessurfgzospective customers to transact businessawitéw entrant in the tower industry
offering shared wireless infrastructure, which tealbgies have not been fully proven or adoptedhgyimdustry. In addition, we will continue
to be subject to the financial strength and creditiiness of our customers. Wireless service pergidnd other prospective customers operal
with substantial leverage and have in the pad fie bankruptcy. As a small company, we may beenaiinerable than larger companies to
client credit issues, payment delays and bankreptéh economic down cycles, necessary capitahgpactivities by our customers may be
thwarted and cause further delays or impact nehnt@ogy deployment which could adversely affectiech of the foregoing factors could
have a material adverse effect on our businessitses operations or financial condition.

Hetnets will rely on a limited number of supplieteat manufacture carrier-class shared wireless iaftructure equipment.

Hetnets depends on a limited number of third psutypliers for carrier-class equipment requiredtfoshared wireless infrastructure. It
also depends on a limited number of third partiegstall and maintain its infrastructure equipmeéiegtnets does not maintain any long term
supply contracts with these manufacturers. If aufecturer or other provider does not satisfy Hethetquirements, it may not have sufficient
equipment for the installation of new network ldcas or the maintenance of existing locations. Siekelopments could force it to suspend
the deployment of its shared wireless infrastriemd may impair its growth. This could have a matadverse effect on our business, result
of operations and financial condition.

If data security controls employed by Hetnets arediched, customers may perceive that its shareelsss infrastructure is not secure
which may adversely affect its ability to attraatéretain customers, and expose Hetnets to liapilit

Wireless infrastructure security and the authetitioeof customer credentials are designed to ptateauthorized access to data on our
shared wireless infrastructure. Because technigsed to prevent unauthorized access to or to sgdbetaeless infrastructure change
frequently and may not be recognized until launchgainst a target, Hetnets may be unable to aat&ipr implement adequate preventive
measures against unauthorized access or sabotaggedliently, unauthorized parties may overcomedt@tancryption and security systems,
and gain access to data on its wireless infrastractn addition, because Hetnets operates andateiits shared wireless infrastructure and ou
customers’ Internet connectivity, unauthorized asagr sabotage of the Hetnets shared wirelessiniure could result in damage to Hetnet:
shared wireless infrastructure and to the compuateather devices used by its customers. An actupkrceived breach of shared wireless
infrastructure security, regardless of whethertteach is the fault of Hetnets, could harm pubdéiccpption of the effectiveness of its security
controls, adversely affect its ability to attrantlaetain customers, expose it to significant lighand adversely affect its business prospects.
This could have a material adverse effect on Hetaetd, accordingly, our business, results of gpmma and financial condition.
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The technology used by Hetnets may infringe on thtellectual property rights of others which maysalt in costly litigation,
substantial damages and prohibit it from operatir

Third parties may assert infringement or otherliettual property claims against Hetnets relateitisttrademarks, services or the
technology it uses or may use in the future to afgeits shared wireless infrastructure. Hetnets n@ase to pay substantial damages, including
damages for past infringement, if it is determitteat its shared wireless infrastructure infringlied party’s proprietary rights. Further, it may
be prohibited from maintaining the infringing shéseireless infrastructure or portions thereof oréguired to pay substantial royalties or
licensing fees to maintain it. Even if claims astetmined to be without merit, defending a lawgales significant time, may be expensive ani
may divert managemestattention from our other business concerns. Arplip announcements related to litigation or ireezhce proceedin
initiated or threatened against it could materialyl adversely affect our business, results ofatjgers and financial condition. We do not
maintain insurance coverage for intellectual propelaims nor have we established any reservegdtantial intellectual property claims.

Hetnets may experience difficulties constructingpgrading and maintaining its shared wireless infragcture which could impair its
ability to provide services to its customers andymaduce its revenues.

Hetnets’ success depends on developing and pravatirvices that give customers access to hightgusdared wireless infrastructure. If
the number of customers using its shared wireldfsastructure increases, it may require more itfuature and network resources to maintain
the quality of its services. Consequently, it mayéquired to make substantial investments to ingits facilities and equipment, and to
upgrade its technology and infrastructure. If Hetrees not accomplish these objectives succegstulexperiences inefficiencies, operatic
failures or unforeseen costs, the quality of iret wireless infrastructure could decline.

Hetnets may experience quality deficiencies, custrans and delays in implementing its shared e&®infrastructure, improvements and
expansion and in maintenance and upgrade projactsding the portions of those projects not withigcontrol or the control of its
contractors. The development of shared wirelesastifucture may require securing permits and agsdvom numerous governmental bodies
including municipalities and zoning boards. Suctibs often limit the installation of rooftop andngliar transmission equipment. Failure to
receive approvals in a timely fashion can delayesysollouts and raise the cost of completing migjeln addition, Hetnets is required to
obtain rights from building owners to install itgugpment. We may not be able to obtain, on ternegptable to us, or at all, the rights neces
to install, expand, upgrade or maintain our sharedless infrastructure. A failure in any of thegeas could materially and adversely affect
Hetnets’ and our business, results of operatioddiaancial condition.

Hetnets relies on backhaul services from Towerstrés Fixed Wireless Segment and others to suppatsibared wireless infrastructur

Hetnets relies on the availability of backhaul s&Fg from Towerstream's Fixed Wireless Segmentoéimers to support its shared wireless
infrastructure. Any delay or failure regarding enailability of backhaul services could have a mat@adverse effect on the operation of
Hetnets’ or the costs incurred to operate its shaiieeless infrastructure if it is required to dbtdackhaul services from other providers or if
such services otherwise are unavailable. This coalet a material adverse effect on Hetnets’ anduosiness, results of operations and
financial condition.

Hetnets utilizes unlicensed spectrum which is sudtjeo intense competition, low barriers of entry duislowdowns due to multiple users.

Hetnets’ shared wireless infrastructure preserttlizes unlicensed spectrum in all of its markétslicensed or “free’spectrum is availab
to multiple users and may suffer bandwidth limdas, interference and slowdowns if the number efsiexceeds traffic capacity. The
availability of unlicensed spectrum is not unlinditend others do not need to obtain permits or $iesrto utilize the same unlicensed spectrum
that we currently utilize or may utilize in the fué. The inherent limitations of unlicensed speutaould potentially threaten our ability to
reliably maintain our shared wireless infrastruetiMoreover, the prevalence of unlicensed spectm@ates low barriers of entry in our
industry which naturally creates the potentialifmreased competition for network availability, whicould have a material and adverse effect
on Hetnets’ and our business, results of operatonsfinancial condition.

Regulation of the unlicensed spectrum used by Hésneould have an adverse effect

If the FCC or another governing agency determinegedulate the unlicensed spectrum that we prgsesd, then the additional regulati
and costs could have a material adverse affectaingts’ and our business, results of operationdiaadcial condition.
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Interruption or failure of its shared wireless infrstructure systems could damage Hetnets’ reputatéonl adversely affect its operating
results.

The business of Hetnets depends on the continggagation of its shared wireless infrastructureeayst with minimal interruptions of
service. Hetnets may experience service interraptar system failures in the future. Any servideriruption could adversely affect its
customers’ ability to operate their businessescudd result in their immediate loss of revenuésidtnets experiences frequent or persistent
infrastructure failures, its reputation could berpanently harmed and customers may be reluctardritract for access to its shared wireless
infrastructure. Hetnets may need to make significapital expenditures to increase the reliabdityts shared wireless infrastructure and it |
not have sufficient funds to cover such expend#ufédiis could have a material and adverse effedunrbusiness, results of operations, and
financial condition.

A small number of customers could account for a sificant percentage of Hetnets’ revenue.

Hetnets currently expects to depend upon a relgtsraall number of potential customers for a sigift percentage of its revenue. As a
result, its business, financial condition and ressaf operations could be adversely affected iit (ses one or more of its larger customers, (ii)
such customers significantly reduce their businatis Hetnets, (iii) these customers fail to makgmants or delay making payments, or (iv)
Hetnets chooses not to enforce, or to enforcevigesously, any rights that it may have againsstheustomers because of a desire to maintai
its relationship with them.

Hetnets faces competition securing long term leaggeements for the rooftop space on which it opesaits shared wireless
infrastructure services.

Hetnets competes with numerous broadband, Wi-Rylag commercial and other wireless network opars many of whom desire
rooftop locations similar to ours in the same megkas well as various other public and privateidlcompanies that may provide rooftop
utilization as part of a more expansive managedas offering. In addition, Hetnets may face cotitjge from new entrants into the wireless
network market. Some of Hetnets’ competitors masehggnificant advantages, including longer opergtiistories, lower operating costs, pre:
existing relationships with current or potentiaidéords, greater financial, marketing and otheoueses, and access to less expensive power.
These advantages could allow competitors to respmore quickly to strategic opportunities or chanigeiss industries or markets. If Hetnet:s
unable to compete effectively, it may lose existimgpotential rooftop locations, incur costs to oy its locations or be forced to reduce the
coverage of its shared wireless infrastructure.

Hetnets attempts to secure long term agreemerttsthdtowners of the buildings on which it constsuits shared wireless infrastructure.
These agreements are normally for an initial figar period with an option to renew for additiofie¢ year periods. Upon expiration,
building owners may elect to not renew their leasaenew their leases at higher rates, or fortenderms. If Hetnets is unable to successfully
extend these leases or secure other comparable wp@n such leases expire, its business, resutisarations, and financial condition coulc
adversely affected.

Hetnets is susceptible to catastrophic weather,ibass or other localized events because its shavedless infrastructure is presently
located in a limited geographic area.

Hetnets' shared wireless infrastructure is pregéntited in just four metropolitan areas. Therefdtris susceptible to a wide range of
localized events which could cause immediate adveifects on its business, results of operatiams fimancial condition. These events could
include weather events such as a hurricane, tormadaizzard which could render Hetnets unablprwvide service for a period of time. Ot
localized events which could adversely effect Hestirecludes union strikes that limit access torti@tops on which its infrastructure is loca
as well as power outages in the markets in whiciméie operates.

Any failure of its shared wireless infrastructureoald cause Hetnets to incur significant costs.

Hetnets’ business depends on providing highly bédighared wireless infrastructure services touttomers. The physical infrastructure
may fail for a number of reasons, including:

° human error;
° unexpected equipment failure;
° power loss or telecommunications failures;

° improper building maintenance by landlords in th@dings where it maintains equipment;



e fire, tropical storm, hurricane, tornado, floodrteguake and other natural disasters;
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e  water damage;
e war, terrorism and any related conflicts or simédaents worldwide; and
e  sabotage and vandalism.

If, as a result of any of these events, or othailar events beyond its control there is an infiagture failure, and it is not corrected
immediately, Hetnets ultimately may suffer a loEsawenue which could materially and adversely &ffes business, results of operations, anc
financial condition.

Hetnets may have difficulty managing its growth.

Hetnets may rapidly and significantly expand ififtgial network infrastructure generates customhemand. This would require it to
increase significantly the number of its employaed, consequently, the entire size of Hetnetgrtisth may also significantly strain its
management, operational and financial resourcesgstéms. An inability to manage growth effectiveiythe increased strain on its
management, resources and systems could matexthibrsely affect its business, results of operatiand financial condition.

Hetnets will depend on external sources of capt@ifund its growth strategy, and such capital magtrbe available on commercially
reasonable terms, or at all.

It is likely that Hetnets will not be able to fufuture capital needs, including any necessary a#gun financing, from operating cash flc
Consequently, Hetnets likely will rely on third-pacapital markets sources for debt or equity foiag to fund its growth strategy. Any
turbulence in the U.S. and other financial markeid economies may adversely affect its abilitydoeas the capital markets to meet liquidity
and capital expenditure requirements and may rasallverse effects on its business, results ofadjpas, and financial condition. As such,
may not be able to obtain the financing requiredamorable terms or at all. Our access to tipiagty sources of capital also depends, in par

e the market's perception of Hetnets’ growth potdraiad operating performance;
e  Hetnets’ then current debt levels; and
e the market price per share of our common stock.

The loss of any of our key personnel devoted toriéd$, including executive officers or key sales @siates, could adversely affect
Hetnet¢ and our business, financial condition and results operations.

The success of Hetnets will continue to dependsigrificant extent on its executive officers amy Isales personnel. Each of its execu
officers has a national or regional industry reflatathat attracts business and investment oppitiesnThe loss of key sales personnel could
hinder its ability to continue to benefit from etkigy and potential customers. We cannot provideassurance that Hetnets will be able to re
its current executive officers or key sales persbrifhe loss of any of these individuals could matly and adversely affect its and our
business, results of operations, and financial itimmd

An economic or industry slowdown may materially andversely affect the Hetnets business.

Slowdowns in the economy or in the wireless or dbaand industry may impact the demand for accebtetoets shared wireless
infrastructure. Users may reduce the amount of Wittt that they purchase from wireless network afms during economic downturns
which may adversely affect the rents that Hetnepeets to receive from our customers. An economiodustry slowdown may cause other
businesses or industries to delay or abandon imgreation of new systems and technologies, includirayed wireless infrastructure services.
Further, political uncertainties, including actstefrorism and other unforeseen events, may impddgional risks upon, and materially and
adversely affect, the wireless or broadband ingiugtnerally and, in turn, the Hetnets business.

Hetnets operates in a rapidly evolving industry whimakes it difficult to forecast its future prospts as its shared wireless
infrastructure, or portions thereof, may become alhste and it may not be able to develop replaceniefiastructure on a timely basis or at
all.

The wireless services industry is characterizedapyd technological change, competitive pricinggirent new service introductions, and
evolving industry standards and regulatory requéets. We believe that the success of Hetnets depmnds ability to anticipate and adapt to
these challenges, and to offer competitive shaiieelegs infrastructure opportunities on a timelgisaWe face a number of difficulties and
uncertainties such as:



e competition from service providers using morécéfht, less expensive technologies including potslnot yet invented or developed;
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e responding successfully to advances in compétiaignologies in a timely and cost-effective manner;
e migration toward standards-based technology wirialy require substantial capital expenditures; and

e existing, proposed or undeveloped technologiasrtiay render our wireless network assets lesgqiotd or obsolete.
Risks Relating to the Wireless Industry
An economic or industry slowdown may materially andversely affect our business.

Slowdowns in the economy or in the wireless or Bb@ad industry may impact demand for our servic€sistomers may reduce the
amount of bandwidth that they purchase from usndueiconomic downturns which will directly affectraevenues and operating results. An
economic or industry slowdown may cause other lmssies or industries to delay or abandon implementaf new systems and technologies,
including wireless broadband services. Furtheritipal uncertainties, including acts of terrorismdaother unforeseen events, may impose
additional risks upon and adversely affect the wg® or broadband industry generally, and our lessinspecifically.

We operate in an evolving industry which makesitfidult to forecast our future prospects as ourséces may become obsolete and we
may not be able to develop competitive productsewvices on a timely basis or at all.

The broadband and wireless services industrieshaacterized by rapid technological change, coitiyvepricing, frequent new service
introductions, and evolving industry standards segllatory requirements. We believe that our suecdepends on our ability to anticipate and
adapt to these challenges, and to offer compestiveices on a timely basis. We face a numberfti€dities and uncertainties such as:

e competition from service providers using morécéfht, less expensive technologies including potslmot yet invented or developed;
e responding successfully to advances in compétiaignologies in a timely and cost-effective manner;

e migration toward standards-based technology wirialy require substantial capital expenditures; and

e existing, proposed or undeveloped technologiasrttay render our wireless broadband servicepledgable or obsolete.

As the services offered by us and our competitexgelbp, businesses and consumers may not accepemices as a commercially viable
alternative to other means of delivering wirelessaldband services. As a result, our services megrbe obsolete and we may be unable to
develop competitive products or services on a grbakis, or at all.

We are subject to extensive regulation that coufdit or restrict our activities.

Our business activities, including the acquisiti@ase, maintenance and use of spectrum licensesextnsively regulated by federal, s
and local governmental authorities. A number okfadl state and local privacy, security, and coresuaws also apply to our business. These
regulations and their application are subject tatiooious change as new legislation, regulatiorenee@ndments to existing regulations are
periodically implemented by governmental or requigtauthorities, including as a result of judidiatierpretations of such laws and regulations
Current regulations directly affect the breadtlsefvices we are able to offer and may impact thesyaerms and conditions of our services.
Regulation of companies that offer competing s@wisuch as cable and DSL providers, and teleconuatimns carriers also affects our
business. If we fail to comply with these regulaipwe may be subject to penalties, both monetadynan-monetary, which may adversely
affect our financial condition and results of oprmas.

We are currently not required to register with theversal Service Administrative Company (“USAC? a seller of telecommunications,
nor are we required to collect Universal Servicad-(‘{USF") fees from our customers or to pay USE&sfdirectly. In October 2011, the FCC
adopted an Order dramatically changing the USFrarag In the next few months, the FCC is also etqueto address USF contribution
reform. It is possible that the FCC could adopt megulations requiring broadband service providenegister and pay USF fees. If the FCC
were to implement such a change, we would likelpbiggated to pay USF fees on some or all of oosgirevenues.

In addition, the FCC or other regulatory authositi®uld restrict our ability to manage customes® af our network, thereby limiting our
ability to prevent or address customers’ excessarawidth demands. To maintain the quality of cetwork and user experience, we may
manage the bandwidth used by our customers’ apiolica in part by restricting the types of applicas that may be used over our network. If
the FCC or other regulatory authorities were topadegulations that constrain our ability to empbandwidth management practices,
excessive use of bandwidititensive applications would likely reduce the dyadf our services for all customers. Such decliméhe quality o
our services could harm our business.
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The breach of a license or applicable law, evatdidentally, can result in the revocation, susigensancellation or reduction in the term
of a license or the imposition of fines. In additisegulatory authorities may grant new licensethit@ parties, resulting in greater competition
in territories where we already have rights toriged spectrum. In order to promote competitiomnges may also require that third parties be
granted access to our bandwidth, frequency capdattifities or services. We may not be able taobbr retain any required license, and we
may not be able to renew a license on favorabiadeor at all.

Wireless broadband services may become subjecetday state or federal regulation in the fututee $cope of the regulations that may
apply to companies like us and the impact of segulations on our competitive position are pregamiknown and could be detrimental to
business and prospects.

Risks Relating to Our Organization

Our certificate of incorporation allows for our baa of directors to create new series of preferredck without further approval by our
stockholders which could adversely affect the righdf the holders of our common stoc

Our board of directors has the authority to fix aetermine the relative rights and preferences@efiepred stock. Our board of directors
also has the authority to issue preferred stockawit further stockholder approval. As a result, looard of directors could authorize the
issuance of a series of preferred stock that wgrddt to such holders (i) the preferred right to assets upon liquidation, (ii) the right to
receive dividend payments before dividends areibliged to the holders of common stock and (iig tight to the redemption of the shares,
together with a premium, prior to the redemptiomoaf common stock. In addition, our board of dioestcould authorize the issuance of a
series of preferred stock that has greater votowep than our common stock or that is convertibte bur common stock, which could
decrease the relative voting power of our commooksbr result in dilution to our existing commooatholders.

Any of the actions described in the preceding panaly could significantly adversely affect the invesnt made by holders of our common
stock. Holders of common stock could potentially rexeive dividends that they might otherwise haaaeived. In addition, holders of our
common stock could receive less proceeds in commmewfth any future sale of the Company, whethdiduidation or on any other basis.

Our officers and directors own a substantial amouoit our common stock and, therefore, exercise sfigrint control over our corporat:
governance and affairs which may result in theirkismg actions with which other shareholders do nogree.

Our executive officers and directors, and entiéiffdiated with them, control approximately 10%adr outstanding common stock
(including shares of common stock underlying exsatsie stock options). These shareholders, if toeyogether, may be able to exercise
substantial influence over the outcome of all coap®actions requiring approval of our shareholdarduding the election of directors and
approval of significant corporate transactions,alihinay result in corporate action with which otkleareholders do not agree. This
concentration of ownership may also have the efiédelaying or preventing a change in control vamaight be in other shareholders’ best
interest but which might negatively affect the nedririce of our common stock.

We are subject to extensive financial reporting arelated requirements for which our accounting armdher management systems and
resources may not be adequately prepared.

We are subject to reporting and other obligatiomden the Securities Exchange Act of 1934, as antgndeluding the requirements of
Section 404 of the Sarban@sdey Act. Section 404 requires us to conduct atuahmanagement assessment of the effectiveness afterna
controls over financial reporting. These reportmgl other obligations place significant demandsummanagement, administrative,
operational and accounting resources. In orderdimtain compliance with these requirements, we nesd to (i) upgrade our systems, (ii)
implement additional financial and management adstrreporting systems and procedures, (iii) immatan internal audit function, and (iv)
hire additional accounting, internal audit and fioa staff. If we are unable to accomplish theseaihjes in a timely and effective manner, our
ability to comply with our financial reporting reiqements and other rules that apply to reportingmanies could be impaired. Any failure to
maintain effective internal controls could haveegative impact on our ability to manage our busiresgl on our stock price.

We may be at risk to accurately report financialsdts or detect fraud if we fail to maintain an ef€tive system of internal controls.

As directed by Section 404 of the Sarbanes-OxletyoA2002, the SEC adopted rules requiring puldimpanies to include a report that
contains an assessment by management on the Compaeynal control over financial reporting in thannual and quarterly reports on Form
10-K and 10-Q. While we are consistently workingimprovements and conducting rigorous reviews afisternal controls over financial
reporting, our independent auditors may interpeati®n 404 requirements and apply related rulesregdiations differently. If our
independent auditors are not satisfied with owsrimdl control over financial reporting or with tleeel at which it is documented, operated or
reviewed, they may decline to accept managemessssament and not provide an attestation repaytiomternal control over financial
reporting. Additionally, if we are not able to meditthe requirements of Section 404 in a timelyhmex or with adequate compliance, we mi
be subject to sanctions or investigation by reguaauthorities such as the SEC.
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We cannot assure you that significant deficienoresmaterial weaknesses in our disclosure contradsiaternal control over financial
reporting will not be identified in the future. Alsfuture changes in our accounting, financial répg, and regulatory environment may create
new areas of risk exposure. Failure to modify odisterg control environment accordingly may impair controls over financial reporting and
cause our investors to lose confidence in thebiilia of our financial reporting which may advelgaffect our stock price.

Risks Relating to Our Common Stock

We may fail to qualify for continued listing on thBIASDAQ Capital Market which could make it more #dult for investors to sell their
shares.

In May 2007, our common stock was approved foingsbn the NASDAQ Capital Market and our commorcktoontinues to be listed on
the NASDAQ Capital Market. There can be no asswrdhat trading of our common stock will be sustdinethat we can meet NASDAQ's
continued listing standards. In the event thatamummon stock fails to qualify for continued listirmur common stock could thereafter only be
guoted on the OTC Bulletin Board or the “pink sls€etynder such circumstances, shareholders mayitfimare difficult to sell, or to obtain
accurate quotations, for our common stock, anccoormon stock would become substantially less dtato certain purchasers such as
financial institutions, hedge funds and other samihvestors.

Our common stock may be affected by limited tradimgume and price fluctuations which could advergempact the value of our
common stock.

While there has been relatively active tradinguin ©ommon stock over the past twelve months, thanebe no assurance that an active
trading market in our common stock will be maineinOur common stock has experienced, and is likebxperience in the future, significe
price and volume fluctuations which could adversdfect the market price of our common stock with@gard to our operating performance.
In addition, we believe that factors such as quigrfeictuations in our financial results and chaadn the overall economy or the condition of
the financial markets could cause the price ofammmon stock to fluctuate substantially. Thesetflatons may also cause short sellers to
periodically enter the market in the belief thatwi# have poor results in the future. We cannadict the actions of market participants and,
therefore, can offer no assurances that the méskeur common stock will be stable or appreciaterdime.

We have not paid dividends in the past and do nqiect to pay dividends in the future. Any return @m investment in our common
stock is expected to be limited to an increasehia value of the common stoc

We have never paid cash dividends on our commaik stod do not anticipate doing so in the foreseealilire. The payment of divider
on our common stock will depend on our earninggritial condition, and other business and econéantors as our board of directors may
consider relevant. If we do not pay dividends, ammon stock may be considered less valuable be@ateturn on a shareholdeivestmer
will only occur if our stock price appreciates.

We adopted a Rights Plan in 2010 which may discayeahird parties from attempting to acquire controf our company and have an
adverse effect on the price of our common stock.

In November 2010, we adopted a rights plan (thgh& Plan”) and declared a dividend distributioroné preferred share purchase right
for each outstanding share of common stock aseofebord date on November 14, 2010. Each rightnveixercisable, entitles the registered
holder to purchase one-hundredth (1/400 ) of aesbbBeries A Preferred Stock, par value $0.001spares of the Company at a purchase
price of $18.00 per one-hundredth (1/200 ) of aeslbfithe Series A Preferred Stock, subject toaterddjustments. The rights will generally
separate from the common stock and become exeleigamny person or group acquires or announcesder offer to acquire 15% or more of
our outstanding common stock without the consemuofboard of directors. Because the rights magtsuially dilute the stock ownership ¢
person or group attempting to take us over wittlo@tapproval of our board of directors, our RigPksn could make it more difficult for a thi
party to acquire us (or a significant percentagewfoutstanding capital stock) without first négtihg with our board of directors. In addition,
we are governed by provisions of Delaware law thay prohibit large stockholders, in particular ta@svning 15% or more of our outstanding
voting stock, from merging or combining with us.
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The provisions in our charter, bylaws, Rights Rlad under Delaware law related to the foregoindccdiscourage takeover attempts that
our stockholders would otherwise favor, or otheeaisduce the price that investors might be willmgay for our common stock in the future.

Item 1B. Unresolved Staff Comments.

Not applicable.

Item 2. Properties.

Our executive offices are located at 88 Silva Laneiddletown, Rhode Island where we lease apprexély 29,000 square feet of space.
The majority of our employees work at this locatinaluding our finance and administrative, engimegrinformation technology, customer
care and retention, and sales and marketing peekdRant payments totaled approximately $590,0@Dit3 when we also occupied space at
55 Hammarlund Way in Middletown, Rhode Island. @ase for the space at 55 Hammarlund Way expirddem@mber 31, 2013. We do not
own any real property.

In September 2013, the Company entered into a eagelagreement at 88 Silva Lane which include@%6uare feet for its corporate
offices and 4,000 square feet of new warehouseesfde lease commenced on January 1, 2014 anesxpirDecember 31, 2019 with an
option to renew for an additional five year termotigh December 31, 2024. The Company spent appatei;n$600,000 in leasehold
improvements in connection with consolidating sporate based employees from two buildings inte lmlding. The Landlord agreed to
contribute $380,000 in funding towards qualifieddehold improvements and made such payment todtrpé&ny in February 2014. Total
annual rent payments begin at $359,750 for 2014eandlate by 3% annually reaching $416,970 for 2019
Item 3. Legal Proceedings.

There are no significant legal proceedings pending,we are not aware of any material proceedin¢éecoplated by a governmental
authority, to which we are a party or any of owpaerty is subject.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.
Market Information

Our common stock was quoted on the OTC BulletinrBdeom January 12, 2007 through May 30, 2007 utigeisymbol TWER.OB.
Since May 31, 2007, our common stock has beerdlmtethe NASDAQ Capital Market under the symbol TRVPrior to January 12, 2007,
there was no active market for our common stocle fBliowing table sets forth the high and low sadeses as reported on the NASDAQ
Capital Market. The quotations reflect inter-degleces, without retail mark-up, mark-down or corasibn, and may not represent actual
transactions.

FISCAL YEAR 2013 HIGH LOW

First Quarter $ 392 $ 2.12
Second Quarter $ 271 $ 2.0t
Third Quarter $ 322 $ 2.21
Fourth Quarter $ 3.0 $ 2.0¢
FISCAL YEAR 2012 HIGH LOW

First Quarter $ 5.07 $ 2.0¢
Second Quarter $ 5.8¢ $ 3.3¢
Third Quarter $ 47C $ 3.3¢
Fourth Quarter $ 415 $ 2.4C

The last reported sales price of our common stocthe NASDAQ Capital Market on December 31, 2013 $2.96 and on March 13,
2014, the last reported sales price was $2.50. igog to the records of our transfer agent, as afdfl 13, 2014, there were approximately 45
holders of record of our common stock.

Performance Graph

On May 31, 2007, our shares of common stock begaling on the NASDAQ Capital Market. The chart bettompares the annual
percentage change in the cumulative total returoauwrcommon stock with the NASDAQ Capital Marketn@site Index and the NASDAQ
Telecom Index. The chart shows the value as of Dbee 31, 2013, of $100 invested on May 31, 2004 digy our common stock was first
publicly traded on the NASDAQ Capital Market, inrmommon stock, the NASDAQ Capital Market Compo#itdex and the NASDAQ
Telecom Index.

Comparison of Cumulative Total Returns Among Towergream,
NASDAQ Capital Market Composite Index and NASDAQ Tédecom Index
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5/31/2007 | 12/31/200° | 12/31/200¢ | 12/31/200' | 12/31/201( | 12/31/201. | 12/31/201. | 12/31/201.
Towerstream Corporatig $ 100.0( | $ 4132 $ 92¢|$ 2611|$ 5464 % 285:|$ 4374 $ 39.8¢

NASDAQ Capital Marke|
Composite Index $ 1000(|$ 838:|$ 3891|$% 520¢6|$ 6112|$ 470¢|$ 534.|8% 73.00

NASDAQ TelecomInde] $ 100.0(| $ 1015¢|$ 5791|$ 858:|$ 8922 $ 779€|$ 7952 %  98.6-

Dividend Policy

We have never declared or paid cash dividends oo@umon stock, and we do not intend to pay ani dasdends on our common stc
in the foreseeable future. Rather, we expect wndtiture earnings (if any) to fund the operation expansion of our business and for genere

corporate purposes.
Securities Authorized for Issuance Under Equity Corpensation Plans

As of December 31, 2013, securities issued andisiestavailable for future issuance under our 2808 -Employee Directors
Compensation Plan, our 2007 Equity Compensation &ha our 2007 Incentive Stock Plan were as follows

Equity Compensation Plan Information

Number of securitie Number of securitie
to be issued upon Weighted average  remaining available
exercise of exercise price of for future issuance
outstanding options, outstanding options, under equity
warrants and rights  warrants and rights compensation plans
Equity compensation plans approved by securityérslid 4,055,011 $ 2.7C 3,720,34.
Equity compensation plans not approved by sechatgers - $ - -
Total 4,055,011 $ 2.7C 3,720,34

Recent Sales of Unregistered Securities
None.
Recent Repurchases of Securities.

None.
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Item 6. Selected Financial Data
The annual financial information set forth belovs teen derived from our audited consolidated firstatements. The information should
read in connection with, and is qualified in itsieaty by reference to, Management’s DiscussionAnalysis, the consolidated financial

statements and notes included elsewhere in thistrapd in our SEC filings.

Years Ended December 31,

2009 2010 2011 2012 2013
CONSOLIDATED STATEMENT OF OPERATIONS
DATA:
Revenues $ 1491543 $ 19,64589 $ 26,494,73 $ 32,279,43 $ 33,433,28
Operating Expenses
Cost of revenues (exclusive of depreciation) 3,690,08! 4,887,88. 8,190,11. 16,379,18 22,937,82
Depreciation and amortization 4,035,26' 5,770,33! 9,138,31! 13,634,29 15,351,44
Customer support services 2,132,96! 2,549,61! 3,557,12. 4,709,41. 3,799,55.
Sales and marketing 5,545,71. 5,088,08! 5,362,10: 6,134,02! 5,779,501
General and administrative 6,943,08 7,398,42 9,411 ,60: 12,168,18 11,033,05
Total Operating Expenses 22,347,12 25,694,33 35,659,26 53,025,09 58,901,38
Operating (Loss) Income (7,431,68) (6,048,44) (9,164,52) (20,745,66) (25,468,09)
Other Income/ (Expense)
Interest income 26,60¢ 4,411 57,54« 41,53: 2,89:
Interest expense (740,409 (489) (22,059 (105,249 (220,639
Gain on business acquisitions - 355,87t 2,231,53. (40,079 1,004,09
Loss on derivative financial instruments (478,54, = = = =
Other income (expense), net (1,219 85,63t (9,58)) (13,860 (15,020
Total Other Income/ (Expense) (1,193,56) 445,43t 2,257,43! (117,659 771,33t
Loss before income taxes (8,625,251 (5,603,00) (6,907,08) (20,863,31) (24,696,75)
Provision for income taxes - - (118,019 (126,256 (78,53)
Net (loss) incom $ (8,625,25) $ (5,603,00) $ (7,025,10) $ (20,989,57) $ (24,775,28)
Net (loss) income pecommon share — basic and dilute $ (0.2 $ (0.1¢) $ (0.1 $ (039 $ (0.3¢)
Weighted average common shares outstanding — ba:
and diluted 34,606,79 35,626,78 47,505,86 54,434,17 65,181,31
CONSOLIDATED BALANCE SHEETS DATA (at
December 31,):
Cash and cash equivalents $ 14,040,83 $ 23,173,335 $ 44,672,58 $ 15,152,22 $ 28,181,53
Property, plant and equipment, net 13,634,68 15,266,05 27,531,27 41,982,21 38,484,85
Total assets 29,502,70 44,589,82 83,636,89 67,109,71 74,917,46
Working capital 11,452,31 20,184,12 40,231,50 10,087,91 23,697,15
Stockholder’s equity 25,411,17 40,020,87 77,144,91 57,803,90 66,093,94
OTHER FINANCIAL DATA:
Capital expenditures $ 4,707,67° $ 5,304,43 $ 13,620,418 $ 20,72251 $ 7,143,37
Net cash provided by (usin) operating activities (3,120,32) 238,53: 702,51¢ (8,078,49) (9,484,43)
Net cash used in investitactivities (4,803,761 (8,057,74) (18,218,72) (21,343,12) (7,562,46)
Net cash provided by (usin) financing activities (2,775,34) 16,951,72 39,015,44 (98,740 30,076,20
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We focus on Adjusted EBITDA as a principal indigadd the operating efficiency and overall finangi@rformance of our business. We
believe this information provides the users of fimaincial statements with valuable insight into operating results. EBITDA is calculated as
net income (loss) before interest, income taxegradgation and amortization. We define Adjusted HBA as net income (loss) before intere
income taxes, depreciation and amortization experseluding when applicable, stock-based compemsaither non-operating income or
expenses, deferred rent, non-core expenses, aasvgédlin or loss on (i) disposal of property angigment, (i) nonmonetary transactions, and
(iii) business acquisitions. It is important to @ohowever, that non-GAAP financial measures asgmted do not represent cash provided by ¢
used in operating activities and may not be conipart® similarly titted measures reported by otb@mpanies. Neither should be considere
isolation or as a substitute for measures of perémice prepared in accordance with Generally Acdefiteounting Principles (“GAAP”).

In January 2013, we formed a wholly owned subsydidetnets Tower Corporation, to manage the busiaesvities of a new business
segment, Shared Wireless Infrastructure. We hawédged supplemental segment information on theatpey results of our Shared Wireless
Infrastructure segment in Item 7 in this Annual B&@n Form 10-K. We have also provided suppleniéntarmation on our Fixed Wireless
segment, including the operating results of eactkatain Item 7 in this Annual Report on Form 10-K.

Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Overview — Fixed Wireless

We provide fixed wireless broadband services toroencial customers and deliver access over a wigelesvork transmitting over both
regulated and unregulated radio spectrum. Our@@sipports bandwidth on demand, wireless reduydaitual private networks (“VPNs”),
disaster recovery, bundled data and video seriblescurrently provide service to business custorimetisirteen metropolitan markets.

In May 2011, we completed the acquisition of thetomer relationships, network infrastructure ardtegl assets of One Velocity Inc.
(“One Velocity”) which was based in Las Vegas areh® Nevada. The aggregate consideration for theisition included (i) approximately
$1.6 million in cash, and (ii) 269,886 shares ahowon stock with a fair value of approximately $inBlion. The acquisition of One Velocity
was a business combination accounted for undeadqeisition method. In January 2012, we finalizesl purchase price of the One Velocity
acquisition. The final purchase price of $2,881,888 $557,773, or 16%, lower than the initiallyoepd purchase price of $3,439,732. The
adjustment resulted in a decrease of 117,426 sbamsnmon stock issued to One Velocity, from 382,8 269,886 shares. In addition, we
recognized additional gain on business acquisifceppproximately $481,000 and a reduction of apjpnaexely $77,000 of identifiable net
assets in the fourth quarter of 2011.

In December 2011, we completed the acquisitioredfain customer relationships, network infrastreetand related assets of Color
Broadband Communications, Inc. (“Color Broadbandijch is based in the Los Angeles area. The agdgempnsideration for the acquisition
included (i) approximately $2.8 million in cash) 827,230 shares of our common stock with a falue of approximately $2.0 million, and
(iii) approximately $0.2 million in assumed lialidis. The acquisition of Color Broadband was afess combination accounted for under the
acquisition method. In May 2012, we finalized theghase price of Color Broadband. The final purehasce of $5,098,996 was $220,885, or
4%, lower than the initially reported purchase @rid $5,319,881. The finalization of the purchaseepresulted in a reduction of approxima
$261,000 of identifiable net assets and a redudtidhe gain on business acquisition of approxityskd0,000. The purchase price adjustment
resulted in a decrease in the number of sharesmimon stock issued to Color Broadband of 98,5061f8@5,736 to 827,230 shares. In
addition, 45,600 shares of common stock were retlita the Company principally representing accotgtsivable collections retained by
Color Broadband during the post-closing transiservices period.

In February 2013, we completed the acquisitionesfain customer relationships, network infrastreetand related assets of Delos Inte
(“Delos”), which is based in Houston, Texas. The aggregatsideration for the acquisition included (i) approzitely $0.2 million in cash, (i
385,124 shares of our common stock with a fair e@fiapproximately $1.0 million, and (iii) approxately $0.2 million in assumed liabilities.
The acquisition of Delos Internet was a businesshination accounted for under the acquisition mettio June 2013, we finalized the
purchase price of Delos Internet. The final pureharsce of $1,341,918 was $83,183, or 6%, lowen tha initially reported purchase price of
$1,425,101. The purchase price adjustment resintadiecrease in the number of shares of commak &sued to Delos Internet of 48,549
from 433,673 to 385,124 shares. We recognized @ainusiness acquisition of approximately $1.0 wonili
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Characteristics of our Revenues and Expenses

Our Fixed Wireless segment offers broadband sesvioeer agreements for periods normally ranginggden one to three years. Pursuan
to these agreements, we bill customers on a mob#sis, in advance, for each month of service. Raysreceived in advance of services
performed are recorded as deferred revenues aodimized as revenue ratably over the service pe@od.Shared Wireless Infrastructure
segment offers to rent space, channels, and porsiostreet level rooftops at a fixed monthly rent

Costs of revenues consists of expenses that &etlglirelated to providing services to our custanercluding Core Network expenses
(tower and street level rooftop rent and utilitibandwidth costs, maintenance and other) and Cestbi@twork expenses (customer
maintenance, non-installation fees and other cust@pecific expenses). We collectively refer taeCetwork and Customer Network as our
“Network,” and Core Network costs and Customer Nekncosts as “Network Costs.” When we first ersterew market, or expand in an
existing market, we are required to incur up-froosts in order to be able to provide services toroercial customers. We refer to these
activities as establishing a “Network Presencer’the Fixed Wireless segment, these costs inclodstoucting Points-of-Presence (“PoPs”) in
buildings in which we have a lease agreement (“Camgp.ocations”) where we install a substantial amiaf equipment in order to connect
numerous customers to the Internet. For the Shaliezless Infrastructure segment, these costs irclustalling numerous access points,
backhaul, and other equipment on street level opsfthat we refer to as “Hotzones.” The costs ilWlRoPs and construct Hotzones are
capitalized and expensed over a five year perincaddition, we also enter into tower and roof abaigreements, secure bandwidth and incur
other Network Costs. Once we have establishedtadtle Presence in a new market or expanded our di&tRresence in an existing market,
we are capable of servicing a significant numbesusitomers through that Network Presence. Thalaricost to add new customers is
relatively modest, especially compared to the ugfomst of establishing or expanding our Networgsence. However, we may experience
variability in gross margins during periods in whiwe are expanding our Network Presence in a market

Sales and marketing expenses primarily considietalaries, benefits, travel and other costs pfales and marketing teams, as well as
marketing initiatives and business development eses.

Customer support services include salaries anterkfzayroll costs associated with our customer sdgervices, customer care, and
installation and operations staff.

General and administrative expenses include ctsisuaable to corporate overhead and the oveugdpsrt of our operations. Salaries and
other related payroll costs for executive managenferance, administration and information systgrassonnel are included in this category.
Other costs include office rent, utilities and atfeeilities costs, accounting, legal and otherf@ssional services, and other general operating
expenses.

Market Information — Fixed Wireless

As of December 31, 2013, we operated in thirteetropelitan markets consisting of New York, Bostbos Angeles, Chicago, San
Francisco, Miami, Seattle, Dallas-Fort Worth, HamstPhiladelphia, Nashville, Las Vegas-Reno andiBlemce-Newport. Although we
provide services in multiple markets, these opensthave been aggregated into one reportable s¢dpased on the similar economic
characteristics among all markets, including thieireaof the services provided and the type of austs purchasing such services. The marke
were launched at different times, and as a resay, have different operating metrics based on gie& and stage of maturation. We incur
significant up-front costs in order to establisNetwork Presence in a new market. These costsdadbuilding PoPs and Network Costs.
Other material costs include hiring and trainingsa@and marketing personnel who will be dedicatesketuring customers in that market. Once
we have established a Network Presence in a neketave are capable of servicing a significant nendf customers. The rate of customer
additions varies from market to market, and wewsrable to predict how many customers will be addeadmarket during any specific period.
We believe that providing operating informationaetjng each of our markets provides useful inforamato shareholders in understanding the
leveraging potential of our business model andherating performance of our mature markets. Sét faelow is a summary of our operating
performance on a per-market basis, and a desaripfibow each category is determined.

Revenues: Revenues are allocated based on which marketeetbmer is located in.
Costs of Revenues : Includes payroll, Core Network costs and CustoNetwork costs that can be allocated to a specificket.

Operating Costs : Represents costs that can be specifically akkottt a market include direct sales personnelaicedirect marketing
expenses, certain customer support and installaggroll expenses and third party commissions.

Corporate : Includes corporate overhead and centralized aebwthich support our overall operations. Corpomaterhead includes
administrative personnel, including executive mamagnt, and other support functions such as infaama¢chnology and facilities.
Centralized operations include network operatieostomer care, and the management of network assets
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Shared Wireless Infrastructure, net: Represents the net operating results for that basisegment.

Non-Core Expenses. These costs related to our efforts in 2012 to dmwether wireless technology solutions and seryiaed primarily
consisted of rent payments for street level roat@osts associated with constructing an offloadioik and payroll costs for employees
working on these projects. Beginning in 2013, theserating costs are reported under our Sharedé&¥génfrastructure segment.

Adjusted Market EBITDA : Represents a market’'s net income (loss) beforedsitetaxes, depreciation, amortization, stock-thase
compensation, and other income (expense). We leeliés metric provides useful information regardihg cash flow being generated in a

market.

We entered the Las Vegas-Reno market in May 20bLigih the acquisition of One Velocity. The ColooBdband acquisition in
December 2011 expanded and strengthened our aperati the Los Angeles area. We entered the Houstoket in February 2013 through

the acquisition of Delos.

Year ended December 31, 2013

Adjusted

Cost of Gross Operating Market

Market Revenues Revenues Margin Costs EBITDA
Los Angeles $ 8,197,920 $ 225495 $ 594296 $ 1,566,553 $ 4,376,43
Boston 6,508,81 1,573,62. 4,935,18: 804,36( 4,130,82
New York 7,715,841 2,624,72. 5,091,11! 1,282,85 3,808,26:
Chicago 3,273,17. 1,211,55: 2,061,62. 438,54: 1,623,08
Miami 1,553,93 444,78 1,109,14. 407,01! 702,12
Las Vegas-Reno 1,148,541 603,63: 544,90¢ 116,33« 428,57!
San Francisco 1,248,60: 520,58¢ 728,01¢ 336,66 391,35
Houston 554,60t 220,11t 334,48t 95,41( 239,07t
Providence-Newport 441,11! 202,12¢ 238,98t 59,24¢ 179,74(
Seattle 389,83¢ 210,47! 179,36 84,01¢ 95,34¢
Dallas-Fort Worth 681,81. 399,46« 282,34t 257,21 25,13t
Philadelphia 157,34. 82,60¢ 74,73 88,16( (13,427
Nashville 21,03¢ 57,03( (35,99 11,441 (47,439
Total $ 31,89258 $ 10,405,68 $ 21,486,89 $ 5,547,79. $ 15,939,10

Reconciliation of Non-GAAP Financial Measure to GAA Financial Measure

Adjusted market EBITDA
Fixed wireless, non-market specific
Other expenses
Depreciation and amortization
Shared wireless infrastructure, net
Corporate
Other income (expense)
Provision for income taxes
Net loss

Year ended December 31, 2012

$ 15,939,10

(943,41))
(11,062,80)
(15,519,93)
(13,881,04)

771,33
(78,53))
$ (24,775,28)

Adjusted
Cost of Gross Operating Market

Market Revenues Revenues Margin Costs EBITDA
Boston $ 682283 $ 1,520,722 $ 5,302,100 $ 917,47. $ 4,384,63
Los Angeles 7,946,27. 2,338,141 5,608,12 1,477,58 4,130,53
New York 7,286,76! 2,290,15: 4,996,61. 1,290,21. 3,706,40!
Chicago 3,704,54 1,184,24. 2,520,30: 668,21( 1,852,09.
Miami 1,662,26. 410,67- 1,251,59i 370,30! 881,28!
San Francisco 1,541,92 436,91( 1,105,01: 316,54¢ 788,46!
Las Vegas-Reno 1,545,40. 613,72 931,68: 148,95! 782,72t
Seattle 485,48: 214,09( 271,39: 102,37: 169,02
Providence-Newport 488,87 207,08t 281,78! 115,24: 166,54



Dallas-Fort Worth 643,17 345,13 298,03 341,29 (43,25
Nashville 39,18« 57,748 (18,562) 36,05( (54,612
Philadelphia 112,69 73,65¢ 39,03¢ 105,23° (66,199
Total $ 3227943 $ 969229 $ 2258713 $ 588948 $ 16,697,64
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Reconciliation of Non-GAAP Financial Measure to GAA Financial Measure

Adjusted market EBITDA $ 16,697,64
Fixed wireless, non-market specific

Other expenses (896,31)

Depreciation and amortization (10,689,86)
Non-core expenses (9,687,50i)
Corporate (16,169,63)
Other income (expense) (117,65
Provision for income taxes (126,25()

Net loss

Year ended December 31, 2011

5 2098957)

Adjusted
Cost of Gross Operating Market

Market Revenues Revenues Margin Costs EBITDA
Boston $ 6,740,600 $ 156155 $ 5,179,04 $ 946,20¢ $ 4,232,84
New York 6,100,47. 1,522,89 4,577,58 1,220,421 3,357,15.
Los Angeles 4,472,13 891,40( 3,580,73 1,039,55: 2,541,18:
Chicago 3,461,61. 1,034,371 2,427,23 635,91 1,791,32
San Francisco 1,491,81. 263,66: 1,228,15. 363,20t 864,94!
Miami 1,389,47 303,91 1,085,56! 392,06! 693,49!
Las Vegas-Reno 1,031,53! 437,46¢ 594,06¢ 105,26t 488,80
Seattle 526,22¢ 209,65¢ 316,56 110,34: 206,22!
Providence -Newport 459,25! 176,91 282,33t 94,10¢ 188,23
Dallas-Fort Worth 655,52: 333,59« 321,92 275,78 46,14
Nashville 53,21( 52,43t 77t 41,51¢ (40,747
Philadelphia 112,87t 61,75: 51,12¢ 106,15( (55,02}
Total $ 2649473 $ 6,849,620 $ 19,645,11 $ 5,330,53 $ 14,314,58

Reconciliation of Non-GAAP Financial Measure to GAA Financial Measure

Adjusted market EBITDA $ 14,314,58
Fixed wireless, non-market specific

Other expenses (386,78

Depreciation and amortization (7,928,92)
Non-core expenses (2,139,21)
Corporate (13,024,18)
Other income (expense) 2,257,43
Provision for income taxes (118,019
Net loss $ (7,025,10)

Overview - Shared Wireless Infrastructure

Our Shared Wireless Infrastructure segment offeesige of rental options on street level rooftagated to (i) the installation of customer
owned Small Cells, (ii) Wi-Fi access and the oftlivey of mobile data, and (iii) backhaul, power atlder related telecommunications. To date
our operating activities have been primarily focuseNew York City, and to a lesser degree, Samé¢isgo, Chicago, and Southern Florida.
Costs incurred to establish and operate this basisegment include (a) rent payments under leaseragnts which provide us with the right
to install wireless technology equipment and (b)stauction of a carrier-class network to deliver fervices being offered by our shared
wireless segment .
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In June 2013, we entered into the Wi-Fi Agreemaeittt the Cable Operator. The Wi-Fi Agreement progiteased access to certain acces
points, primarily within New York City and BergeroGnty, New Jersey. The Cable Operator has a linnitgd to expand access in our other
markets. The term of the Wi-Fi Agreement is forimtial three year period, and provides for autamegnewals for two, one year periods.

Supplemental Segment Information

Operating information about each segment in acemelavith GAAP is disclosed in Note 15 of the finmhstatements. In addition, we use
other non-GAAP measurements to assess the opepaifmymance of each segment. These non-GAAP fiahmeasures are commonly used
by investors, financial analysts, and rating agemdilanagement believes that these non-GAAP fiahneéasures should be available so that
investors have the same data that managemeneatifizassessing our overall operations.

EBITDA, a non-GAAP financial measure, is calculagednet income (loss) before interest, income tadegsreciation and amortization.
We define Adjusted EBITDA as net income (loss) befoterest, income taxes, depreciation and anadiviz expenses, excluding when
applicable, stock-based compensation, deferredepgrense, other non-operating income or expensaglaas gain or loss on (i) disposal of
property and equipment, (ii) nonmonetary transasti@nd (iii) business acquisitions.

Net Cash Flow is another commonly used non-GAARraial measure that we utilize. Net Cash Flow findd as Adjusted EBITDA less
capital expenditures.

Three months ended December 31, 2013

Shared
Fixed Wireless
Wireless Infrastructure  Corporate Total

Operating Income (Loss) $ 767,95 $ (4,242,74) $(3,153,14) $(6,627,93)

Depreciation and amortization 2,651,541 875,47 170,86¢ 3,697,88

Stock-based compensation - - 314,46: 314,46

Loss on property and equipment 38,82( - - 38,82(

Loss on non-monetary transactions 67,79¢ - = 67,79¢

Deferred rent 230,16( 432,20: (86,82() 575,54

Adjusted EBITDA 3,756,27 (2,935,07) (2,754,63) (1,933,43)

Less: Capital expenditures 1,160,111 1,264,89. 908,79t 3,333,80!

Net Cash Flow $ 2,596,151 $ (4,199,97) $(3,663,42) $(5,267,23)
Reconciliation of Adjusted EBITDA to Net Loss
Adjusted EBITDA $ (1,933,43)
Depreciation and amortization (3,697,88i)
Stock-based compensation (314,465
Loss on property and equipment (38,82()
Loss on non-monetary transactions (67,79
Deferred rent (575,54)
Operating Income (Loss) (6,627,93))
Interest income 2,49;
Interest expense (66,33¢)
Other income (expense), net (4,130)
Provision for income taxes (78,53))
Net loss $ (6,774,44)
Reconciliation of Net Cash Flow to Net Cash Used i@perating Activities
Net cash flow $ (5,267,23)
Capital expenditures 3,333,80!
Changes in operating assets and liabilities, net 848,63t
Other, net (33,94°)
Net cash used in operating activit $ (1,118,74)
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Year ended December 31, 2013

Shared
Fixed Wireless
Wireless Infrastructure Corporate Total

Operating Income (Loss) $ 411597 $ (15,703,02) $ (13,881,04) $ (25,468,09)

Depreciation and amortization 11,062,80 3,508,641 779,98t 15,351,44

Stock-based compensation - - 1,253,66. 1,253,66.

Loss on property and equipment 112,44 8,20z - 120,64«

Loss on non-monetary transactions 272,34’ - - 272,34

Non-recurring expenses, primarily acquisition-relatec - - 112,81! 112,81!

Deferred rent 230,16( 432,20: (86,82() 575,54

Adjusted EBITDA 15,793,73 (11,753,97) (11,821,40) (7,781,64)

Less: Capital expenditures 4,518,87 2,314,23 1,258,46! 8,091,57!

Net Cash Flow $ 11,27486. $ (14,068,21) $ (13,079,87) $ (15,873,22)
Reconciliation of Adjusted EBITDA to Net Loss
Adjusted EBITDA $ (7,781,64)
Depreciation and amortization (15,351,44)
Non-recurring expenses, primarily acquisition-related (112,81)
Stock-based compensation (1,253,66)
Loss on property and equipment (120,64
Loss on non-monetary transactions (272,34)
Deferred rent (575,54)
Operating Income (Loss) (25,468,09)
Interest income 2,89:¢
Interest expense (220,63,
Gain on business acquisition 1,004,09
Other income (expense), net (15,020
Provision for income taxes (78,53))
Net loss $ (24,775,28)
Reconciliation of Net Cash Flow to Net Cash Used i@perating Activities
Net cash flow $ (15,873,22)
Capital expenditures 8,091,57
Non-recurring expenses, primarily acquisition-related (112,81Y
Changes in operating assets and liabilities, net (1,169,86)
Other, net (420,109
Net cash used in operating activit $ (9,484,43)
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Year Ended December 31, 2013 Compared to Year Endé&kcember 31, 2012

Revenues. Revenues totaled $33,433,284 during the year ebeedmber 31, 2013 compared to $32,279,430 duringehr ended
December 31, 2012 representing an increase of $B3%, or 4%. Substantially all of the revenue éase was attributable to our Shared
Wireless segment where revenues increased from44®th 2012 to $1,174,509 in 2013. Fixed wireles®enues increased by $171,786, or
1%, primarily related to an increase in Average e Per User (“ARPU”) from $717 in the 2012 petio&761 in the 2013 period. The
increase in ARPU was offset by higher than norrhari levels.

ARPU for the Fixed Wireless segment totaled $76afd3ecember 31, 2013 compared to $717 as of DeeeBih 2012 representing an
increase of $44, or 6%. ARPU for new customerdedt&663 during the year ended December 31, 20daced to $531 during the year
ended December 31, 2012 representing an increé&E3af or 25%. The increase in ARPU primarily redbto customers upgrading to higher
bandwidth service which generates higher monthdyming revenue.

Customer churn, calculated as a percent of reviast®n a monthly basis from customers terminasi@gyice or reducing their service
level, totaled 1.93% during the year ended Decer@be2013 compared to 1.59% during the year endsé@Dber 31, 2012. Our goal is to
maintain churn levels between 1.40% and 1.70% wivielbelieve is below industry averages of approxéiya2.00%. Churn levels can
fluctuate from quarter to quarter depending upoetiver customers move to a location not servicethéyCompany, go out of business, or a
myriad of other reasons. Churn has averaged 1.6&%tbe past 36 months and we do not believe taslightly higher than targeted churn
level is indicative of any long term business depefents or trends.

Cost of Revenues. Cost of revenues totaled $22,937,828 during the geded December 31, 2013 compared to $16,379 0@6gdthe yea
ended December 31, 2012 representing an incresh® 558,642, or 40%. On a consolidated basis, gnasgin during the year ended
December 31, 2013 was 31% as compared to 49% diméngear ended December 31, 2012 representingraae of 18 percentage points.
Higher rent expense associated with both PoinBrefence (“PoPs”) for the fixed wireless networ#t simeet level rooftops for the shared
wireless infrastructure network increased cosegénues by $1,322,208 and $6,008,015, respectizetyreduced gross margin by 4 and 18
percentage points, respectively. Increases inengmense for the fixed wireless network primariljated to an increase in the number of PoF
2013 including those acquired in the Delos acquisias well as base rent increases associatedngitbasing the number of antenna on our
PoPs. Increases in rent expense for the sharetéssreetwork primarily related to a higher numbfdease agreements in the 2013 period as
compared to the 2012 period. These increases vegtially offset by lower Customer Network and othests which decreased by $771,581
and benefited gross margin by 2 percentage points.

Depreciation and Amortization.  Depreciation and amortization totaled $15 ,881,during the year ended December 31, 2013 compat
to $13,634,294 during the year ended December@Il2 Zepresenting an increase of $1,717,147 or IB¥reciation expense totaled
$12 ,257,624 during the year ended December 313 20pared to $10,262,526 during the year endeérker 31, 2012 representing an
increase of $1,995,098, or 19%. The gross baseprkdiable assets as of December 31, 2013 incrégs&r 615,000, or 10%, compared to
December 31, 2012. The increase in the deprecisse during the year ended December 31, 2013 teflentinued growth in our fixed
wireless network (approximately $3,662,000), spegdin our shared wireless infrastructure (approteiye$1,895,000) and additions result
from acquisitions (approximately $808,000).

Amortization expense totaled $3,093,817 duringyser ended December 31, 2013 compared to $3,378#8) the year ended
December 31, 2012 representing a decrease of 8I498%. Amortization expense relates to custaelated intangible assets recorded in
connection with acquisitions, and can fluctuagm#icantly from period to period depending upor thming of acquisitions, the relative
amounts of intangible assets recorded, and thetematbon periods. The decrease was primarily reléeamortization associated with the
acquisition of Pipeline Wireless LLC ("Pipeline"hieh became fully amortized in May 2012. This dese=was partially offset by amortizat
expense associated with the Delos acquisition whédan in February 2013.

Customer Support Services.  Customer support services totaled $3,799,55#glthe year ended December 31, 2013 compared to
$4,709,413 during the year ended December 31, gffir2senting a decrease of $909,859, or 19%. &be=dse was primarily related to lower
payroll costs as average headcount totaled 71 gltims 2013 period as compared to 81 during the p@tidd representing a decrease of 10, o
12%

Sales and Marketing. Sales and marketing expenses totaled $5,779,50@die year ended December 31, 2013 compared, 134820
during the year ended December 31, 2012 repregeatitecrease of $354,520, or 6%. Average headtotahed 48 during the 2013 period as
compared to 55 during the 2012 period represemtidgcrease of 7, or 13%. In addition, channelr@sions totaled $385,049 during 2013
compared to $307,574 during 2012 representing eredse of $77,475, or 25%.

General and Administrative. ~ General and administrative expenses totaledd8B1057 during the year ended December 31, 2013
compared to $12,168,183 during the year ended Dieeef1, 2012 representing a decrease of $1,1350t2656. Payroll costs totaled
$4,049,344 during 2013 compared to $4,410,287 dudi2 representing a decrease of $360,943, oir8dovember 2012, the Chief



Operating Officer resigned and was not replaceackdbased compensation totaled $1,253,661 during 26ifared to $1,658,200 duri
2012 representing a decrease of $404,539, or 24Huisition expenses totaled $62,953 during 2013paoed to $330,869 during 2012
representing a decrease of $267,916, or 81%. [Fjrmd debt expense totaled $85,000 during 201%aosd to $219,082 during 2012
representing a decrease of $134,082, or 61%. Téreakse in bad debt expense was consistent withra timan 50% improvement in receivable
balances greater than 90 days outstanding.

33




Interest Income. Interest income totaled $2,893 during the year érigkecember 31, 2013 compared to $41,531 duringeheended
December 31, 2012 representing a decrease of $88)693%. The decrease in the 2013 period compartee 2012 period related to a
decision to apply earnings credits against bankgdsarather than be paid interest income as itlggh higher net benefit to the Company.

Interest Expense. Interest expense totaled $220,634 during the geded December 31, 2013 compared to $105,245gdtimenyear ende
December 31, 2012 representing an increase of $89%r greater than 100%. In total, we enteréal six capital leases between June 2011
and April 2013 for equipment totaling approximat®B.7 million. We incurred interest expense ors¢heix leases of $161,452 and $55,828
in 2013 and 2012, respectively.

Gain on Business Acquisitions.  Gain on business acquisitions totaled $1,004,09#gthe year ended December 31, 2013 compare
loss of $40,079 during the year ended Decembe2@Il2 representing an increase of $1,044,178, atgréhan 100% The gain recognized
the 2013 period relates to the acquisition of Daldsebruary 2013. The loss recognized in the Zir®d represents the final purchase price
adjustment related to the acquisition of Color Bitmend Communications (“Color Broadband”) in May 20The final purchase price for the
Color Broadband acquisition resulted in an adjugi@d on business acquisition of $1,146,011. Ttalehging economic environment during
2012 made it difficult for smaller companies likelbs and Color Broadband to raise sufficient capitaustain their growth. As a result, we
were able to acquire the customer relationshipsadreless network of Delos and Color Broadband disaounted price.

Provision for Income Taxes. Provision for income taxes totaled $78,531 durlmgyytear ended December 31, 2013 compared to $¥6,25
during the year ended December 31, 2012 represgatitecrease of $47,725, or 38%. The expense rizenin the periods related to deferred
tax liabilities associated with FCC licenses anddyuaill which are amortized for tax purposes but footbook purposes.

Net Loss. Net loss totaled $24 ,775 ,289 during the yededrDecember 31, 2013 compared to $20,989,575dlthreyear ended
December 31, 2012 representing an increase of $3728 , or 18%. Revenues increased by $1,153(85%6, while operating expenses
increased by $5,876 ,284 or 11%. In addition, nperating income, primarily related to gains on aibess acquisition, totaled $771,338 for
the year ended December 31, 2013 compared to nenatipy expense of $117,653 for the year endedieee31, 2012.

Year Ended December 31, 2012 Compared to Year Endé&kcember 31, 2011

Revenues . Revenues for the year ended December 31, 2042 do$32,279,430 compared to $26,494,737 for the geded December
31, 2011, representing an increase of $5,784,6982%. This increase was primarily related to highenthly recurring revenue (“MRR”) in
the 2012 period, of which approximately $2,791,0@3 related to a full year of revenue from the C&8madband and One Velocity
acquisitions and approximately $1,845,000 wasedl& organic growth in our core business. In aoldirevenue generated from temporary
connections increased by approximately $455,000086, in the year ended December 31, 2012 compari year ended December 31,
2011.

Average revenue per user (“ARPU”) as of Decembe2812 totaled $717 compared to $710 as of DeceSthe2011, representing an
increase of $7, or 1%. ARPU for new customersHerytear ended December 31, 2012 totaled $531 cenhpau$599 for the year ended
December 31, 2011, representing a decrease ob$a4.%.

Customer churn, calculated as a percent of revirst®n a monthly basis from customers terminasi@yice or reducing their service
level, totaled 1.59% for the year ended DecembgePB12 compared to 1.45% for the year ended Dece8ihe2011, representing a 10%
increase on a percentage basis. Our goal is totamaichurn levels between 1.4% and 1.7% which wiewis below industry averages of
approximately 2.0%.

Cost of Revenues. Cost of revenues, exclusive of depreciationtlieryear ended December 31, 2012 totaled $16,3Fe¢diBpared to
$8,190,112 for the year ended December 31, 20piesenting an increase of $8,189,074, or 100%.<Grasgins for the year ended Decen
31, 2012 decreased to 49% compared to 69% durengehr ended December 31, 2011. Expenses assogi#ttatbn-core activities, primarily
rent for rooftop tower sites needed to expand dteless capacity, totaled approximately $6,523 800 $1,137,000 which impacted gross
margin by 20 and 4 percentage points for the yede@ December 31, 2012 and December 31, 2011 ctesgg. Core Network costs
increased by approximately $2,626,000 primarilpted to higher tower rent and bandwidth expensstdiner Network costs increased by
approximately $348,000 primarily related to thevgifoin our customer base.

Depreciation and Amortization.  Depreciation and amortization totaled $13,634,@r the year ended December 31, 2012 compared tc
$9,138,318 for the year ended December 31, 20piesenting an increase of $4,495,976, or 49%.
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Depreciation expense totaled $10,262,526 for tlae geded December 31, 2012 compared to $6,507¢2 the year ended December 31,
2011, representing an increase of $3,755,255, 4r. 98e gross base of depreciable assets incregsk2t389,376, or 48% compared to the
prior year. The increased depreciable base reftextsnued growth in our fixed wireless networkfegximately $12,873,000) as well as
spending on rooftop tower sites (approximately $16,000).

Amortization expense totaled $3,371,768 for the yealed December 31, 2012 compared to $2,631,04fdo/ear ended December 31,
2011, representing an increase of $740,721, or 28%artization expense relates to customer relat&hgible assets recorded in connection
with acquisitions and can fluctuate significantigrh period to period depending upon the timingazfuasitions, the relative amounts of
intangible assets recorded, and the amortizatioog® The increase in the 2012 period is prindypalated to a year of amortization expense
related to the Color Broadband acquisition as caagpso no expense in the 2011 period. Amortizagigpense also increased due to the One
Velocity acquisition but decreased significantliated to the Sparkplug and Pipeline acquisitions.

Customer Support Services.  Customer support services totaled $4,709,40 hyear ended December 31, 2012 compared t&6H3 %
for the year ended December 31, 2011, represeatinigcrease of $1,152,289, or 32%. The increaseslated to additional personnel hired to
support our growing customer base. Average depattheadcount increased by 29% from 63 in 2011 tm&D12.

Sales and Marketing. Sales and marketing expenses for the year endeshides 31, 2012 totaled $6,134,020 compared to 35188 for
the year ended December 31, 2011, representingcagaise of $771,917, or 14%. This increase wasapifinrelated to an increase in payroll
costs of approximately $290,000, and an increasenmmissions and bonuses of approximately $319\@0improved the base pay and bc
program for account executives in 2012 as partaufrecerted effort to attract and retain qualifiedsonnel.

General and Administrative.  General and administrative expenses totaledl$82183 for the year ended December 31, 2012 cadpa
to $9,411,608 for the year ended December 31, 2@ptesenting an increase of $2,756,575, or 29%efses associated with non-core
activities, including rooftop tower sites, total@gproximately $3,491,000 for the year ended Dece®be2012 as compared to $1,998,000 fol
the year ended December 31, 2011, representimcagaise of approximately $1,493,000 or 75%. Theease in costs associated with roame
activities related to higher payroll, stock-basethpensation, and information technology spending§7&8,000, $265,000 and $268,000,
respectively. In addition, stock-based compensati&sociated with our core services increased byoappately $312,000, and information
technology spending increased by approximately £0I8

Interest Income. Interest income for the year ended December 312 fftaled $41,531 compared to $57,544 for the gaded December
31, 2011 representing a decrease of $16,013, or Z&&decrease primarily relates to lower averagph balances in the 2012 period comp
with the 2011 period. Average cash balances deedeflasm approximately $35.3 million in the 2011ipdrto approximately $29.8 million in
the 2012 period.

Interest Expense.  Interest expense for the year ended Decemhe&t3P totaled $105,245 compared to $22,058 foyéeae ended
December 31, 2011, representing an increase olL8830r 377%. Interest expense related to capgiteds acquired and deferred payment
obligations to the Pipeline and Color Broadbandugitions.

Gain on Business Acquisitions. Loss on business acquisitions totaled $40,07%#®year ended December 31, 2012 compared to afain
$2,231,534 for the year ended December 31, 20piesenting a decrease of $2,271,613, or 102%.g&kmein the 2011 period related to the
acquisition of One Velocity in May 2011 and ColaioBdband in December 2011. The loss in the 20lidgezlated to the final purchase pr
adjustment for the Color Broadband acquisition ac@mber 2011. We previously recognized a gain eradguisition of Color Broadband of
$1,186,090. The final net gain totaled $1,146,011.

Provision for Income Taxes. Provision for income taxes totaled $126,256 forythar ended December 31, 2012 compared with $188,01
for the year ended December 31, 2011, represeatingcrease of $8,238, or 7%. The expense recagjmzie periods related to deferred tax
liabilities associated with FCC licenses and godidmhich are amortized for tax purposes but notdook purposes.

Net Loss. Net loss for the year ended December 31, 26thked $20,989,575 compared to $7,025,107 for &z gnded December
31, 2011, representing an increase of $13,964@6B99%. Revenues increased by $5,784,693, or @2fie operating expenses increased by
$17,365,831, or 49%. Cash operating expenses assevith non-core activities, including rooftopvier sites, totaled $10,875,391 for the
year ended December 31, 2012 compared to $3,5808H3 year ended December 31, 2011, represeatingcrease of $7,294,433,
204%. In addition, non-operating expense totaleti7$a53 for the year ended December 31, 2012 compeith non-operating income of
$2,257,439 for the year ended December 31, 2011.
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Liquidity and Capital Resources

We have historically met our liquidity and capitatjuirements primarily through the public sale pridate placement of equity securities
and debt financing. Changes in capital resourcesgithe year ended December 31, 2013 and 201@emaibed below. At February 28, 20
we had cash and cash equivalents totaling approeim$22 ,800,000.

Net Cash (Used In) Provided by Operating Activities. Net cash used in operating activities for ther yrmled December 31, 2013 totaled
$9 ,484 ,438 compared to $8,078,493 for the yede@®ecember 31, 2012 representing an increask @05 ,945 , or 17%. Cash used in
operations for the year ended December 31, 2048:th$8,314,570 as compared to $5,244,641 forehe gnded December 31, 2012. Cha
in operating assets and liabilities generally repne timing differences regarding payments andipesseand are normally not indicative of
operating results. Changes in operating assetfiahilities used cash of $1,169,868 during theryealed December 31, 2013 as compared t«
$2,833 ,852 for the year ended December 31, 2012.

Net cash used in operating activities for the yaated December 31, 2012 totaled $8,078,493 compaureet cash provided by operating
activities of $702,518 for the year ended Decendie2011, representing a decrease of $8,781,0-keater than 100%. During the year
ended December 31, 2012, cash flow provided byatipers for our core business totaled $5,630,75%bawpared to $4,892,246 during the y
ended December 31, 2011. During the year endedmBleme31, 2012, cash flow used in operations fommurcore activities, including rooftc
tower sites, totaled $10,875,391 as compared &88358 during the year ended December 31, 20piesenting an increase of $7,294,43
204%. Changes in operating assets and liabilige®ally represent timing differences regardinghpayts and receipts, and are normally not
indicative of operating results. During the yeadesh December 31, 2012, changes in operating amsef&bilities used cash of $2,833,852.
During the year ended December 31, 2011, changasarating assets and liabilities used cash of F608

Net Cash Used in Investing Activities. Net cash used in investing activities for the yaated December 31, 2013 totaled $7 ,562 ,464
compared to $21 ,343,128 for the year ended DeeeBth 2012 representing a decrease of $13 ,780/668%. Capital expenditures for the
fixed wireless segment decreased from $10 ,982ir88%e 2012 period to $4,256,335 in the 2013 mkrépresenting a reduction of
$6,726,546, or 61%. During the 2012 period, we aggd the fixed wireless network acquired in corinaawith the acquisition of Color
Broadband and also added additional capacity irraabe able to provide backhaul services to tiaeesl wireless infrastructure network.
Capital expenditures for the shared wireless itfuature segment decreased from $9,900,974 inQiké Reriod to $1,890,861in the 2013
period representing a reduction of $8 ,0103, or 81%. During the 2012 period, the constonctf a carrier class network to offload dataftc
and offer access for small cells was substantaiypleted. We paid cash of $225,000 for the adipisof Delos Internet. There were no
acquisitions in the 2012 period.

Net cash used in investing activities for the ymadled December 31, 2012 totaled $21,343,128 comhpau®l 8,218,729 for the year enc
December 31, 2011, representing an increase 024339 or 17%. The increase in the 2012 periode@l® higher spending on property and
equipment which increased by $7,102,330 or 52%n $4.3,620,180 to $20,722,510. Expenditures rel@ektwork equipment increased by
approximately $1,916,000 in the 2012 period comgpéwethe 2011 period. Expenditures related to timestruction of the rooftop tower sites
increased by approximately $4,927,000 in the 2@&ribd compared to the 2011 period. In addition pai cash of $1,600,000 for the
acquisition of One Velocity and $2,800,000 for #ogjuisition of Color Broadband in the 2011 peribdere were no acquisitions in the 2012
period.

Net Cash (Used In) Provided by Financing Activities. Net cash provided by financing activities foe trear ended December 31, 2013
totaled $30,076,207 compared to net cash usedanding activities of $98,740 for the year endedddeber 31, 2012, representing an incri
of $30,174,947, or greater than 100%. The increapeamarily related to net proceeds of $30,49%,8%eived in the first quarter of 2013 from
the sale of 11,000,000 shares of our common stobakpablic offering price of $3.00 per share.

Net cash used in financing activities for the yealed December 31, 2012 totaled $98,740 companeek twash provided by financing
activities of $39,015,446 for the year ended Decan®i, 2011, representing a decrease of $39,114018®0%. The decrease is primarily
related to net proceeds of $38,834,709 receivadlyn2011from the sale of 10,350,000 shares ofoormon stock at a public offering price
$4.00 per share. The decrease also related to payme capital leases which totaled approximatdB2$479 for the year ended December 31
2012 compared to $174,569 for the year ended Deeefiiy 2011.

Working Capital.  As of December 31, 2013, we had working capité23,697,158. In February and March 2013, wepleted a publi
offering which raised net proceeds of approxima$d9.5 million. Based on our current operating\diiéis and plans, we believe our working
capital position at the end of December 31, 201Bemable us to meet our anticipated cash requingsrfer at least the next twelve months .

Acquisition of One Velocity. In May 2011, we completed the acquisition of thetomer relationships, network infrastructure aridteel
assets of One Velocity which was based in Las VegdsReno, Nevada. The aggregate consideratichdaacquisition included (i)
approximately $1.6 million in cash , and (ii) 2886 shares of common stock with a fair value gfragimately $1.3 million. The acquisition
One Velocity was a business combination accourdedrider the acquisition method .
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Acquisition of Color Broadband. In December 2011, we completed the acquisitioreaiain customer relationships, network infrastreetu
and related assets of Color Broadband which wasdhiasthe Los Angeles area. The aggregate consiolefar the acquisition included (i)
approximately $2.8 million in cash, (ii) 827,230 sts of common stock with a fair value of approxeha$2.0 million, and (iii) approximatel
$0.2 million in assumed liabilitiesThe acquisition of Color Broadband was a busieessbination accounted for under the acquisitiothme.

Acquisition of Delos. In February 2013, we completed the acquisition elo® which was based in Houston, Texas. The agtrega
consideration for the acquisition included (i) appmately $225,000 in cash, (ii) 385,124 sharesashmon stock with a fair value of
approximately $951,000 based on the market priceioEommon stock on the closing date, and (iijragimately $166,000 in assumed
liabilities. The acquisition of Delos was a busmesmbination accounted for under the acquisitiethod.

Underwritten Offerings. In July 2011, we completed an underwritten offerrid 0,350,000 shares of our common stock at aipoffiering
price of $4.00 per share. The total gross proceétie offering were $41,400,000. Net proceeds vapproximately $38,835 ,000, after
underwriting discounts , commissions and offerirgesses .

In the first quarter of 2013 , we completed an undi¢ten offering of 11,000,000 shares of our conmnstock at a public offering price of
$3.00 per share. The total gross proceeds of fieeimf were $33,000,000. Net proceeds were apprabeiy $30,499,336, after underwriting
discounts, commissions and offering expenses.

Contractual Obligations and Commitments
The following table summarizes our contractual gdions and other commitments as of December 3113:20

Payments due by period

Total 2014 2015 2016 2017 2018 Thereafter
Capital leases $ 3,007,150 $ 997,82« $ 908,34« $ 655754 $ 391,30 $ 53,921 $ =
Operating leases 63,158,32 17,754,30 16,784,82 15,453,80 9,893,68 2,573,38 698,32:
Deferred payments 83,15 83,15: - = = - -
Other 509,25 375,87: 133,04. 342 - - -
Total $66,757,88 $19,211,15 $17,826,21 $16,109,90 $10,284,99 $2,627,311 $ 698,32:

Capital Leases. We have entered into capital leases to acquirearkiwooftop tower site and customer premise eqgeipnexpiring throug
March 2018.

Operating Leases. We have entered into operating leases relatedofrights, towers, office space, and equipmentdeasider various
non-cancelable agreements expiring through Decef0#0.

Deferred Payments . We are making deferred payments to Pipeline asgbdine consideration paid for the acquisition. feheere 5
monthly payments of $16,630 remaining as of Decerihe2013.

Other. In December 2013, we entered into a one year irdtiom technology infrastructure support agreemené agreement became
effective at the end of the first quarter of 20IHe monthly payments are approximately $121,000vatidbe paid through the first quarter of
2015.

Impact of Inflation, Changing Prices and Economic ©nditions

Pricing for many technology products and serviaagehistorically decreased over time due to theceff product and process
improvements and enhancements. In addition, ecanoamditions can affect the buying patterns of augrs. In 2013, our customer base
continued to upgrade to higher bandwidth produstsusiness conditions and the general economym@ttito improve. Customers continued
to place a premium on value and performance. Ryiofrservices continued to be a focus for prospediuyers with multi-point and midrange
product pricing remaining steady while competitfonhigh capacity links intensified. In part, presson high capacity links was due to
decreased costs for equipment and some compaetiiitirey to sacrifice margins. We believe that ourstomers will continue to upgrade their
bandwidth service. The continued migration of mhuoginess activities and functions to the Interaetl growing use of cloud computing
should also result in increased bandwidth requirgmever the long term. Inflation has remainedtieddy modest and has not had a material
impact on our business in recent years.
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Critical Accounting Policies

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requi
management to make estimates and assumptiondfengtttae reported amounts of assets and liakslitiee disclosure of contingent assets anc
liabilities, and the amounts of revenues and exggrSritical accounting policies are those thatimegthe application of management’s most
difficult, subjective or complex judgments, ofteachuse of the need to make estimates about thet effmatters that are inherently uncertain
and that may change in subsequent periods. In pngpthe financial statements, we utilize availaibfermation, including our past history,
industry standards and the current economic enwigsti, among other factors, in forming our estimatas judgments, giving appropriate
consideration to materiality. Actual results maffedifrom these estimates. In addition, other conigmmay utilize different estimates which
may impact the comparability of our results of @tiens to other companies in our industry. We belithat of our significant accounting
policies, the following may involve a higher degafgudgment and estimation, or are fundamentatigartant to our business.

Revenue Recognition.  We normally enter into contractual agreemerits aur customers for periods normally ranging kegtw one to
three years. We recognize the total revenue prdvitheler a contract ratably over the contract penobliding any periods under which we
have agreed to provide services at no cost. Defeeneenues are recognized as a liability whenngfliare issued in advance of the date when
revenues are earned. We recognize revenue wheerg§illasive evidence of an arrangement existglgiyery or installation has been
completed, (iii) the customer accepts and verifgeRipt, and (iv) collectability is reasonably assll

Long-Lived Assets . Long-lived assets with definite lives consisinparily of property and equipment, and intangiblsess such as acquired
customer relationships. Long-lived assets are et@tliperiodically for impairment or whenever evantsircumstances indicate their carrying
value may not be recoverable. Conditions that woeddIt in an impairment charge include a signiftadecline in the fair value of an asset, a
significant change in the extent or manner in wtdntasset is used, or a significant adverse chitwaggvould indicate that the carrying amount
of an asset or group of assets is not recoverdiiten such events or circumstances arise, an estih#tte future undiscounted cash flows
produced by the asset, or the appropriate grougfiegsets, is compared to the asset’s carryingeMaldetermine if impairment exists. If the
asset is determined to be impaired, the impairduestis measured based on the excess of its cgivgine over its fair value. Assets to be
disposed of are reported at the lower of theingagrvalue or net realizable value.

Business Acquisitions . Business combinations are accounted for usingdheisition method. The cost of an acquisitiomeasured as the
fair value of the consideration transferred onabquisition date. When we acquire a business,ssesa the acquired assets and liabilities
assumed for the appropriate classification andgdesion in accordance with the contractual termmenemic circumstances and pertinent
conditions at the acquisition date. The excesh®tdtal consideration transferred over the netuarhof the identifiable assets acquired and
liabilities assumed is recognized as goodwillthH total consideration is lower than the net anhofithe identifiable assets acquired and
liabilities assumed, the difference is recognize@ @ain on business acquisition. Acquisition castsexpensed and included in general and
administrative expenses in our consolidated statésreff operations.

The highest level of judgment and estimation inedlNn accounting for business acquisitions reladeketermining the fair value of the
customer relationships and network assets acquimeshch of the four acquisitions completed overphst three years, the highest asset value
has been allocated to the customer relationshiggisel. Determining the fair value of customer tielaships involves judgments and estim:
regarding how long the customers will continue @atcact services with us. During the course of cletiqy four acquisitions, we have
developed a database of historical experience fnoon acquisitions to assist us in preparing fuesémates of cash flows. Similarly, we have
used our historical experience in building netwdrkprepare estimates regarding the fair valudefietworks assets that we acquire.

Goodwill. Goodwill represents the excess of the total conata® transferred over the net amount of idertilBaassets acquired and
liabilities assumed in an acquisition. Goodwilhist amortized but rather is reviewed annually fopairment, or whenever events or
circumstances indicate that the carrying value matybe recoverabl&Ve initially perform a qualitative assessment obdwill which consider
macro-economic conditions, industry and marketdseand the current and projected financial peréoroe of the reporting unit. No further
analysis is required if it is determined that thisra less than 50 percent likelihood that theydagrvalue is greater than the fair value.

Asset Retirement Obligations. The Financial Accounting Standards Board (“FAB&lidance on asset retirement obligations addsesse
financial accounting and reporting for obligati@ssociated with the retirement of tangible longdivassets and the associated costs. This
guidance requires the recognition of an asseeragnt obligation and an associated asset retirecoshtvhen there is a legal obligation
associated with the retirement of tangible longdiassets. Our network equipment is installedath buildings in which we have a lease
agreement (“Company Locations”) and at customeations. In both instances, the installation amdaeal of our equipment is not
complicated and does not require structural chatmt®e building where the equipment is install€&bsts associated with the removal of our
equipment at Company or customer locations aremadérial, and accordingly, we have determinedwheatio not presently have asset
retirement obligations under the FASB’s accountinglance.

Off-Balance Sheet Arrangements.  We have no off-balance sheet arrangements)dings, or other relationships with unconsolidated
entities known as “Special Purposes Entities.”
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Recent Accounting Pronouncements
No accounting pronouncements adopted during thegreded December 31, 2013 had a material impattio@ompany's consolidated
financial statements. No new accounting pronouncgsnissued during the year ended December 31, 20t 310t yet adopted, are expected to
have a material impact on the Company's consolidftancial statements.
ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Market Rate Risk

Market risk is the potential loss arising from atse changes in market rates and prices. Our primarket risk relates to interest rates.
At December 31, 2013, all cash and cash equivaleténmediately available cash balances. A pomioour cash and cash equivalents are
held in institutional money market funds.

Interest Rate Risk

Our interest rate risk exposure is to a decliniat@rest rates which would result in a declinénberest income. Due to our current market
yields, a further decline in interest rates woubd Imave a material impact on earnin

Foreign Currency Exchange Rate Risk

We do not have any material foreign currency ergeaate risk.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKIRM

To the Audit Committee of the
Board of Directors and Shareholders of
Towerstream Corporation

We have audited the accompanying consolidated balsineets of Towerstream Corporation and Sub%didéitie “Company”) as of December
31, 2013 and 2012, and the related consolidatéelnsénts of operations, stockholders’ equity andh dlasvs for the years ended December 31,
2013, 2012 and 2011. These consolidated finan@dments are the responsibility of the Companyasagement. Our responsibility is to
express an opinion on these consolidated finastaé¢ments based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:
require that we plan and perform the audits toinbtasonable assurance about whether the conaliflaancial statements are free of
material misstatement. An audit also includes erargi on a test basis, evidence supporting the ats@nd disclosures in the financial
statements, assessing the accounting principlesarg significant estimates made by managememtelss evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the consolidated financial position
of Towerstream Corporation and Subsidiaries asemfdinber 31, 2013 and 2012, and the consolidataettges its operations and its cash flc
for the years ended December 31, 2013, 2012 antl in0donformity with accounting principles geneyadiccepted in the United States of
America.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), Towerstream
Corporation’s internal control over financial refiog as of December 31, 2013, based on the crigsstizblished in Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission in 1992 amdreport dated, March 17, 2014,
expressed an unqualified opinion on the effectigsra the Company’s internal control over financegorting.

/s/ Marcum LLP
Marcum LLP
New York, NY
March 17, 2014

41




TOWERSTREAM CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

As of December 31,

2013 2012
Assets
Current Assets
Cash and cash equivalents $ 28,181,53 $ 15,152,22
Accounts receivable, net 611,54¢ 609,30:.
Prepaid expenses and other current assets 925,58" 943,42(
Total Current Assets 29,718,66 16,704,94
Property and equipment, net 38,484,85 41,982,21
Intangible assets, net 3,088,82 4,548,17
Goodwill 1,674,28 1,674,28
Other assets 1,950,83! 2,200,09:
Total Assets $ 74,917,46 $ 67,109,71
Liabilities and Stockholders Equity
Current Liabilities
Accounts payable $ 1,241,74. $ 1,163,44.
Accrued expenses 2,532,67! 2,986,02i
Deferred revenues 1,396,78! 1,457,46.
Current maturities of capital lease obligatit 783,05: 775,08
Other 67,25¢ 235,01
Total Current Liabilities 6,021,50! 6,617,03
Long-Term Liabilities
Capital lease obligations, net of current matusitie 1,805,33! 2,387,67.
Other 996,68 301,10:
Total Long-Term Liabilities 2,802,01! 2,688,77
Total Liabilities 8,823,52 9,305,80!
Commitments (Note 14)
Stockholders' Equity
Preferred stock, par value $0.001; 5,000,000 starg®rized; none issued - -
Common stock, par value $0.0®5,000,000 shares authorized; 66,424,561 and 5%,6Z@hare
issued and outstanding, respectively 66,42t 54,67
Additional paid-in-capital 154,171,69 121,118,12
Accumulated deficit (88,144,17) (63,368,89)
Total Stockholders' Equity 66,093,94 57,803,90
Total Liabilities and Stockholders' Equity $ 74,917,46 $ 67,109,71

The accompanying notes are an integral part of these consolidated financial statements.
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Revenues

Operating Expenses

TOWERSTREAM CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Cost of revenues (exclusive of depreciation)
Depreciation and amortization
Customer support services

Sales and marketing

General and administrative
Total Operating Expenses

Operating Loss
Other Income/(Expense)
Interest income
Interest expense

Gain on business acquisitions
Other income (expense), net
Total Other Income/(Expense)
Loss before income taxes
Provision for income taxes

Net Loss

Net loss per common she basic and diluted
Weighted average common shares outstanding — &adidiluted

For the Years Ended December 31,

2013 2012 2011
$ 3343328 $  32,27943 26,494,73
22,937,82 16,379,18 8,190,11
15,351,44 13,634,29 9,138,31
3,799,55. 4,709,41; 3,557,12:
5,779,50! 6,134,02| 5,362,10.
11,033,05 12,168,18 9,411,60:
58,901,38 53,025,09 35,659,26
(25,468,09) (20,745,66) (9,164,52)
2,89: 41,53; 57,54¢
(220,639 (105,24Y) (22,059
1,004,09 (40,079 2,231,53.
(15,020) (13,860) (9,58))
771,33 (117,65) 2,257,43
(24,696,75) (20,863,31) (6,907,08)
(78,53) (126,25() (118,019
$  (24,77528) $ _ (20,989,57) (7,025,10)
$ 0.39) $ (0.39) (0.15)
65,181,31 54,434,17 47,505,86

The accompanying notes are an integral part of these consolidated financial statements.
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TOWERSTREAM CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended December 31, 2013, 2012 and 201

Balance at December 31, 2010

Issuance of common stock for business acquisitions

Net proceeds from issuance of comn stock

Cashless exercise of options

Exercise of options

Exercise of warrants

Issuance of common stock under employee stock paechlan

Stock-based compensation for options

Stock-based compensation for restricted stock

Issuance of common stock for FCC license

Net loss

Balance at December 31, 2011

Cashless exercise of options

Exercise of options

Issuance of common stock under employee stock paechlan

Issuance of common stock upon vesting of restristedk
awards

Stock-based compensation for options

Stock-based compensation for restricted stock

Adjustment to common stock issued for businessiaitipns

Fair value of options repurchased

Net loss

Balance at December 31, 2012

Cashless exercise of options

Exercise of options

Issuance of common stock under employee stock paechlan

Issuance of common stock upon vesting of restristedk
awards

Net proceeds from issuance of comnstock

Issuance of common stock for business acquisitions

Stock-based compensation for options

Stock-based compensation for restricted stock

Net loss

Balance at December 31, 2013

Common Stock Additional
Accumulated
Paid-In-

Shares Amount Capital Deficit Total
42,116,61 $ 42,117 $ 75,332,96 $ (35,354,20) $ 40,020,87
1,195,62: 1,19¢ 3,567,33. - 3,568,52!
10,350,00 10,35( 38,824,35 - 38,834,70
173,69: 174 (1749) - -
297,53¢ 297 265,62¢ - 265,92:
6,00( 6 26,99« - 27,00(
26,63 27 73,34¢ - 73,37¢
- - 951,85( - 951,85(
- - 118,20 - 118,20
89,987 a0 309,46! - 309,55!
- - - (7,025,10) (7,025,10)
54,256,08 54,25¢ 119,469,96 (42,379,31) 77,144,91
162,88« 163 (1639 - -
337,12¢ 337 328,70: - 329,04
28,72 29 117,22: - 117,25:
30,00( 30 (30 - -
- - 1,532,28, - 1,532,28,
- - 108,35( - 108,35(
(144,106 (1449 (403,22) - (403,36¢)
- - (34,98Y) - (34,98Y)
- - - (20,989,57) (20,989,57)
54,670,71 54,67: 121,118,12 (63,368,89) 57,803,90
37,77( 38 (39) - -
284,68t 28t 292,10- - 292,38¢
31,267 31 80,687 - 80,71¢
15,00( 15 (15) - -
11,000,00 11,00( 30,488,33 - 30,499,33
385,12: 38t 950,87: - 951,25¢
- - 1,182,52. - 1,182,52.
- - 59,10( - 59,10(
- - - (24,775,28) (24,775,28)
66,42456 $ 66,42¢ $154,171,69 $(88,144,17) $ 66,093,94

The accompanying notes are an integral part of these consolidated financial statements.
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TOWERSTREAM CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities
Net Loss

Adjustments to reconcile net loss to net cash plexviby (used in) operating

activities:
Deferred income taxes
Provision for doubtful accounts
Depreciation for property, plant and equipment
Amortization for customer based intangibles
Stock-based compensation
Gain on business acquisitions
Loss on sale and disposition of property and egaigm
Deferred rent
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other assets
Account payable
Accrued expenses
Other current liabilities
Deferred revenues
Total Adjustments
Net Cash Provided By (Used In) Operating Activities

Cash Flows From Investing Activities
Acquisitions of property and equipment
Acquisition of a business, net of cash acquired
Proceeds from sale of property and equipment
Payments of security deposits
Deferred acquisition payments

Net Cash Used In Investing Activities

Cash Flows From Financing Activities
Payments on capital leases
Issuance of common stock upon exercise of options
Issuance of common stock upon exercise of warrants
Issuance of common stock under employee stock peechlan
Repurchase of options
Net proceeds from sale of common stock

Net Cash Provided By (Used In) Financing Activities

Net Increase (Decrease) In Cash and Cash Equivalent

Cash and Cash Equivalents — Beginning of year
Cash and Cash Equivalents — Ending of year

Supplemental Disclosures of Cash Flow Information
Cash paid during the periods for:

Interest

Taxes
Non-cash investing and financing activities:

Fair value of common stock (returned)/ issued imneation with

acquisitions
Fair value of common stock issued for FCC license
Acquisition of property and equipment:

For the Years Ended December 31,

2013 2012 2011
$  (24,77528) $  (20,989,57) $ (7,025,10)
78,53 126,25¢ 118,01
85,00( 219,08: 249,49;
12,257,62 10,262,52 6,507,27
3,093,81 3,371,76: 2,631,04
1,253,66 1,658,20! 1,081,04.
(1,004,09) 40,07¢ (2,231,53)
120,64+ 171,23 65,21
575,54 (104,207 (84,156
(8,007) (202,05 157,99(
17,83 (537,60¢) (265,45()
302,78 (1,289,69) (254,021
48,76¢ (280,47 424,57.
(1,410,58) (169,46 (339,14
- - (30,489
(120,659 (354,55() (302,22
15,290,85 12,911,08 7,727,62
(9,484,43) (8,078,49) 702,51
(7,143,37) (20,722,51) (13,620,18)
(222,94 - (4,400,000
18,36¢ 12,85( 28,70:
(51,52 (345,12 (97,61%)
(162,98) (288,33) (129,63
(7,562,46) (21,343,12) (18,218,72)
(784,19%) (492,47 (174,56
292,38t 329,04 265,92:
- - 27,00
68,68( 99,68: 62,38:
- (34,98%) -
30,499,33 : 38,834,70
30,076,20 (98,740 39,015,44
13,029,30 (29,520,36) 21,499,23
15,152,22 44,672,58 23,173,35
$ 2818153 $ 15,152,22 $ __ 44,672,58
$ 220,63 $ 105,24 $ 22,05¢
$ 36,47 $ 19,99: $ 18,33t
$ 951,25( $ (403,360 $ 3,568,52
$ - 3 - $ 309,55!




Under capital leases $ 80,89: $ 291558 $ 769,88.
Included in accrued expenses $ 867,31. $ 1,240,77. $ 658,14«
Other $ - $ 18,67¢ $ =

The accompanying notes are an integral part of these consolidated financial statements.
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Note 1. Organization and Nature of Business

Towerstream Corporation (referred to as “Towersirear the “Company”) was incorporated in DelawareDecember 1999. During its
first decade of operations, the Company's busiaetsgties were focused on delivering fixed wireddsoadband services to commercial
customers over a wireless network transmitting @eath regulated and unregulated radio spectrum Cdrapany's fixed wireless service
supports bandwidth on demand, wireless redundasirtyal private networks, disaster recovery, buddiata and video services. The Comg.
provides services to business customers in New Citsk Boston, Chicago, Los Angeles, San FranciSeattle, Miami, Dallas-Fort Worth,
Houston, Philadelphia, Nashville, Las Vegas-RerbRiovidence-Newport. The Company's “fixed wirelbgsiness” has historically grown
both organically and through the acquisition o&fither fixed wireless broadband providers in ussimarkets.

In 2010, the Company began exploring opportunitdsverage its fixed wireless network in urban ke#s to provide other wireless
technology solutions and services. Over the pastyfars, a significant increase in mobile data gated by smartphones, tablets and other
devices has placed tremendous demand on the netwbtke carriers. This has caused the carrieexptore a wide range of solutions
including (i) acquiring additional spectrum, (ilnploying Wi-Fi to offload data traffic and (iii) lizing small cell technologies to increase
capacity and coverage in dense urban areas. Dilismgeriod, the Company incurred various costteel to identifying possible new solutions
and services. These costs included rent paymedes lwase agreements which provide the Companythéthight to install wireless
technology equipment on the rooftops of buildingse Company refers to these locations as "street teoftops" because WAt and small ce
technologies are required to be close to the groand therefore, the buildings are often one tostoies high. The Company also incurred
costs to construct a carrier-class network to aeffldata traffic. The Company has entered intodhed agreements and commenced these
capital projects for the purpose of securing cdpdbat it believes is needed to maintain its cotitipe position in the wireless industry. The
Company believes that the wireless communicatindastry is experiencing a fundamental shift frogrtiaditional, macro-cellular architecture
to densified small cell architecture where existied sites will be supplemented by many smallesebstations operating near street level. The
Company also believes that Wi-Fi will be an intég@mponent of small cell architecture.

In January 2013, the Company incorporated a whmNwed subsidiary, Hetnets Tower Corporation (“Hetf)e Hetnets plans to utilize
the carrier-class network constructed on the stesel rooftops to generate rental income from feeparate sources including (i) rental of
space on street level rooftops for the installabbnustomer owned small cells which includes WaRiennae, DAS, and Metro and Pico cells,
(ii) rental of a channel on Hetnets’ Wi-Fi netwddt internet access and the offloading of mobileadéii) rental of a port for backhaul or
transport, and (iv) power and other related sesvitbe Company refers to the activities of Hetastits “shared wireless infrastructure” (or
“shared wireless”) business.

In June 2013, Hetnets entered into a Wi-Fi seragreement (the “Wi-Fi Agreement”) with a major aabperator (the “Cable Operator”).
The Wi-Fi Agreement provides leased access toipeaitaess points, primarily within New York CitygaBergen County, New Jersey. The
Cable Operator has a limited right to expand acitegther Hetnets’ markets. The term of the Wi-Gréement is for an initial three year
period, and provides for automatic annual renevealsvo additional years.

Note 2.  Summary of Significant Accounting Poligs

Basis of Presentation. The consolidated financial statements include to®ants of the Company and its wholly-owned sulasies. All
intercompany balances and transactions have beeimaied in consolidation .

Useof Estimates.  The preparation of financial statements in oomity with accounting principles generally accepite the United State
of America requires management to make estimatsssumptions that affect the reported amountsssta and liabilities, the disclosure of
contingent assets and liabilities, and the amoointevenues and expenses. Actual results couldrdifbtm those estimates.

Cash and Cash Equivalents.  The Company considers all highly liquid investits with a maturity of three months or less when
purchased to be cash equivalents.

Concentration of Credit Risk.  Financial instruments that potentially subjaet Company to significant concentrations of creidk
consist of cash and cash equivalents. At timescasih and cash equivalents may be uninsured @posit accounts that exceed the Federal
Deposit Insurance Corporation (“FDIC”) insuranaaits. As of December 31, 2013, the Company had aadicash equivalent balances of
approximately $12,929,000 in excess of the fedemtiured limit of $250,000. Under the FDIC’s Tranog8on Account Guarantee (“TAG”)
program, noninterest-bearing transaction deposiatts had full federal deposit insurance covethgmigh December 31, 2013. The
Company had one noninterdstaring transaction deposit account with a balafeg@proximately $9,158,000 as of December 31, 2baBwa:
covered under the TAG program.
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The Company also had approximately $15,002,000skedein institutional money market funds. Thesalfuare protected under the
Securities Investor Protection Corporation, a nofipmembership corporation which provides limitmerage up to $500,000.

Accounts Receivable . Accounts receivable are stated at cost lesslawaatce for doubtful accounts which reflects thepany’s estimate
of balances that will not be collected. The allosais based on the history of past write-offs,abig of balances, collections experience and
current credit conditions. Additions include prawgiss for doubtful accounts and deductions incluggt@mer write-offs. Changes in the
allowance for doubtful accounts were as follows:

Years Ended December 31,

2013 2012
Beginning of period $ 190,10¢ $ 262,52!
Additions 85,00( 219,08.
Deductions (194,100 (291,499
End of period $ 81,00¢ $ 190, 10!

Property and Equipment. Property and equipment are stated at cost andde@quipment, installation costs and materials.r@=ation is
calculated on a straight-line basis over the edtithaseful lives of the assets. Leasehold improvesnare amortized over the lesser of the
useful lives or the term of the respective leasstwidrk, base station, shared wireless infrastrectund customer premise equipment are
depreciated over estimated useful lives of 5 ydarsjture, fixtures and other from 3 to 5 years amformation technology from 3 to 5 years.

Expenditures for maintenance and repairs whichal@xrtend the useful life of the assets are chargedpense as incurred. Gains or
losses on disposals of property and equipmentedliected in general and administrative expenséisarstatement of operations.

FCC Licenses. Federal Communications Commission (“FCC”) lises are initially recorded at cost and are conséity be intangible
assets with an indefinite life because the Compgsuaple to maintain the license indefinitely asg@s it complies with certain FCC
requirements. The Company intends to and has ddratet an ability to maintain compliance with suefuirements. The Financial
Accounting Standards Board'’s (“FASBguidance on goodwill and other intangible assettestthat an asset with an indefinite useful &faat
amortized. However, as further described in the paragraph, these assets are reviewed annualiypfairment.

Long-Lived Assets . Long-lived assets with definitive lives consisinparily of property and equipment , and intangiassets. Long-lived
assets are evaluated periodically for impairmemtwhenever events or circumstances indicate taenying value may not be recoverable.
Conditions that would result in an impairment cleainclude a significant decline in the fair valdfean asset, a significant change in the exten
or manner in which an asset is used, or a sigmifiadverse change that would indicate that theyraymamount of an asset or group of assets i
not recoverable. When such events or circumstaanges, an estimate of the future undiscounted ftasls produced by the asset, or the
appropriate grouping of assets, is compared tasket’s carrying value to determine if impairmedists. If the asset is determined to be
impaired, the impairment loss is measured basatepxcess of its carrying value over its fair ealdssets to be disposed of are reported at
the lower of their carrying value or net realizabédue.

The Company has determined that there were no impats of property and equipment or intangible tgsdering the years ended
December 31, 2013 and 2012 .

The FASB's guidance on asset retirement obligatamidresses financial accounting and reporting iligations associated with the
retirement of tangible long-lived assets and tteeiated costs. This guidance requires the retiogrif an asset retirement obligation and an
associated asset retirement cost when there gahdbligation associated with the retirement afjible long-lived assets. The Company’s
network equipment is installed on both buildingsvinich the Company has a lease agreement (“Comipacgtions”) and at customer
locations. In both instances, the installation esmdoval of the Compang’equipment is not complicated and does not regtivetural change
to the building where the equipment is install€bsts associated with the removal of the Compaagtspment at company or customer
locations are not material, and accordingly, thenBany has determined that it does not presentlg haset retirement obligations under the
FASB's accounting guidance .

Business Acquisitions . Business combinations are accounted for usin@¢heisition method. The cost of an acquisitioméasured as the
fair value of the consideration transferred onabeuisition date. When the Company acquires anbasj it assesses the acquired assets and
liabilities assumed for the appropriate classifawatnd designation in accordance with the coriedderms, economic circumstances and
pertinent conditions at the acquisition date. Theess of the total consideration transferred dvemiet identifiable assets acquired and
liabilities assumed is recognized as goodwillthH total consideration is lower than the fair eabi the identifiable net assets acquired, the
difference is recognized as a gain on businessigitiqn. Acquisition costs are expensed and indtlitlegeneral and administrative expenses i
our consolidated statements of operations.
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The highest level of judgment and estimation inedlin accounting for business acquisitions reletatetermining the fair value of the
customer relationships and network assets acquimeshch of the four acquisitions completed sin@&1?2 the highest asset value has been
allocated to the customer relationships acquiredebnining the fair value of the customer relathops involves judgments and estimates
regarding how long the customers will continue datcact services with the Company. During the cewfscompleting these four acquisitions,
the Company has developed a database of histesipalrience from prior acquisitions to assist ugrgparing future estimates of cash flows.
Similarly, we have used our historical experiencéuilding networks to prepare estimates regartliegair value of the network assets that
acquire.

Goodwill. Goodwill represents the excess of the purchase prier the estimated fair value of identifiable agtets acquired in an
acquisition. Goodwill is not amortized but ratheréviewed annually for impairment, or whenevemgs®r circumstances indicate that the
carrying value may not be recoverable. The Compaitiglly performs a qualitative assessment of geitldvhich considers macro-economic
conditions, industry and market trends, and theettirand projected financial performance of thertpg unit. No further analysis is required
if it is determined that there is a less than 5@get likelihood that the carrying value is gredbam the fair value. The Company completec
ualitative assessment and determined that thereavampairment of goodwill as of December 31, 2ah8 2012, respectively .

Fair Value of Financial Instruments. The Company has categorized its financial assetdialnilities measured at fair value into a three-
level hierarchy in accordance with the FASB’s guicia Fair value is defined as an exit price, thewamthat would be received upon the sale
of an asset or paid upon the transfer of a ligbititan orderly transaction between market pardiotp at the measurement date. The degree of
judgment utilized in measuring the fair value afets and liabilities generally correlates to thel®f pricing observability. Financial ass
and liabilities with readily available, actively oped prices or for which fair value can be meastiraah actively quoted prices in active mark
generally have more pricing observability and regléss judgment in measuring fair value. Convgrdelancial assets and liabilities that are
rarely traded or not quoted have less price obbdityaand are generally measured at fair valuegsialuation models that require more
judgment. These valuation techniques involve sawellof management estimation and judgment, theegegf which is dependent on t
price transparency of the asset, liability or maged the nature of the asset or liability.

Income Taxes. Income taxes are accounted for under the asskliability method. Deferred tax assets and ligds are recognized for
the future tax consequences attributable to diffegs between the financial statement carrying atsanfrexisting assets and liabilities and
their respective tax bases , and operating lossaancredit carryforwards. Deferred tax assetslafulities are measured using enacted tax
rates expected to apply to taxable income in tlsym which those temporary differencesexpected to be recovered or settled. The effe
deferred tax assets and liabilities of a changedrates is recognized in operations in the pegiwacted. A valuation allowance is provided
when it is more likely than not that a portion drod a deferred tax asset will not be realizedeThtimate realization of deferred tax assets is
dependent upon the generation of future taxablenmecand the reversal of deferred tax liabilitiesmtythe period in which related temporary
differences become deductible. The benefit of @sitppns taken or expected to be taken in the Caorylpancome tax returns are recognized in
the consolidated financial statements if such postare more likely than not to be sustained upamination.

Revenue Recognition.  The Company normally enters into contractuataments with its customers for periods ranging/eeh one to
three years. The Company recognizes the total ve/provided under a contract ratably over the emnjperiod, including any periods under
which the Company has agreed to provide servicee abst. The Company applies the revenue recognitiinciples set forth under SEC Si
Accounting Bulletin 104, (“SAB 104") which providdsr revenue to be recognized when (i) persuasideace of an arrangement exists, (ii)
delivery or installation has been completed, {iig@ customer accepts and verifies receipt, ancc@ilectability is reasonably assured.

Deferred Revenues.  Customers are billed monthly in advance. Deférevenues are recognized for that portion oftilgrcharges not
yet earned as of the end of the reporting periade®ed revenues are also recognized for certatomers who pay for their services
advance.

Advertising Costs. The Company charges advertising costs to expensewsed. Advertising costs for the years endedddaber 31,
2013, 2012 and 2011 were approximately $1,100,.$096,000 and $1,041,000, respectively , andreladed in sales and marketing
expenses in the statements of operations.

Stock-Based Compensation.  The Company accounts for stock-based awardeds® employees in accordance with FASB guidance.
Such awards primarily consist of options to purehsisares of common stock. The fair value of staasel awards is determined on the grant
date using a valuation model. The fair value iDgrized as compensation expense, net of estimaitfaitfires, on a straight line basis over the
service period which is normally the vesting period
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Basic and Diluted Net Loss Per Share. Basic and diluted net loss per share has beenlatdby dividing net loss by the weighted average

number of common shares outstanding during the@g@eAll potentially dilutive common shares have begcluded since their inclusion wot
be anti-dilutive.

The following common stock equivalents were exctlftem the computation of diluted net loss per canmhare because they were ant
dilutive. The exercise of these common stock edeita would dilute earnings per shares if the Camg@ecomes profitable in the future. The
exercise of the stock options and warrants outstgrat December 31, 2013 would generate proceeds approximately $13,197,000 .

Years Ended December 31,

2013 2012 2011
Stock options 4,055,01 3,916,04! 4,635,62
Warrants 450,00( 450,00( 4,776,31
Total 4,505,01 4,366,04! 9,411,93

Recent Accounting Pronouncements. No accounting pronouncements adopted during theereged December 31, 2013 had a material
impact on the Company's consolidated financiakstants. No new accounting pronouncements issuéuadine year ended December 31,
2013, but not yet adopted, are expected to havaterial impact on the Company's consolidated fir@mstatements.

Subsequent Events . Subsequent events have been evaluated througlathef this filing.
Note 3. Business Acquisitions

Delos Internet

In February 2013, the Company completed the adgqnisof Delos Internet (“Delos”). The Company obied full control of Delos and
determined that the acquisition was a business twtibn to be accounted for under the acquisiti@thod. The following table summarizes
the consideration transferred and the amountsauitified assets acquired and liabilities assumedeascquisition date. The number of shares
issued was based on the closing price of the Coygpaommon stock on the February 28, 2013 closatg @hich was $2.47.

Original Adjustments Final
Fair value of consideration transferr:
Cash $ 225,000 $ - $ 225,00t
Common stock 1,071,17, (119,916 951,25¢
Other liabilities assumed - 36,73 36,73
Capital lease obligations assumed 128,92¢ - 128,92
Total consideration transferred 1,425,10 (83,189) 1,341,91
Fair value of identifiable assets acquired andliifds assumed:
Cash 2,05¢ - 2,05¢
Accounts receivable 80,52« 1,28¢ 79,23¢
Property and equipment 826,52: 18,82« 807,70(
Security deposits 1,99: - 1,99:
Accounts payable (26,970 2,56¢ (29,53¢)
Deferred revenue (62,110 (2,139 (59,979
Other liabilities (89,930 - (89,93()
Total identifiable net tangible assets 732,08¢ 20,54 711,54t
Customer relationships 1,634,46! = 1,634,46
Total identifiable net assets 2,366,55! 20,54 2,346,01
Gain on business acquisition $ 941,45 $ 62,64: $ 1,004,09!

The Company recognized a gain on business acquigifi$1,004,099 which is included in other incof@epense) in the Company’s
consolidated statements of operations for the geded December 31, 2013. The challenging econamvicomment during 2012 made it
difficult for smaller companies like Delos to raisefficient capital to sustain their growth. Asesult, the Company was able to acquire the
customer relationships and wireless network of Baliba discounted price.
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In May 2013, the Company finalized the purchaseepof Delos which resulted in a reduction of appr@tely $21,000 of identifiable net
assets and an increase in the gain on businessitioquof approximately $63,000. The purchasegdjustment resulted in a decrease in the
number of shares of common stock issued to Deld8@&49 from 433,673 to 385,124 shares.

The results of operations of Delos have been irdud the Company’s consolidated statements ofatioers since the completion of the
acquisition in February 2013. Revenues generated fiustomers acquired from Delos totaled approxip&t517 ,000 for the year ended
December 31, 2013 .

During the years ended December 31, 2013 and 284gectively, the Company incurred approximatel9,890 and $59,000 of third-
party costs in connection with the Delos acquisitibhese expenses are included in the generaldmuhistrative expenses in the Company’s
consolidated statements of operations.

Color Broadband Communications

In December 2011, the Company completed the adigumisif Color Broadband and determined that it wédmisiness combination to be
accounted for under the acquisition method. Thiefohg table summarizes the consideration transteand the amounts of identified assets
acquired and liabilities assumed at the acquisitiate. The number of shares issued was based aiottieg price of the Company's common
stock on the December 2, 2011 closing date which$2a47.

Original Adjustments Final
Fair value of consideration transferr
Cash $ 2,800,000 $ - % 2,800,001
Common stock 2,286,56' (243,309 2,043,25:
Other liabilities assumed 121,77 - 121,77
Capital lease obligations assumed 111,53 22,424 133,96
Total consideration transferred 5,319,88 (220,884 5,098,99
Fair value of identifiable assets acquired andlitgds assumed:
Customer relationships 4,584,75! (39,81¢) 4,544,941
Property and equipment 1,976,85. - 1,976,85.
Accounts receivable 383,94 (420) 383,52
Security deposits 7,50¢ - 7,50¢
Prepaid expenses and other current assets 48,42 - 48,42¢
Accounts payable (5,989 - (5,989
Deferred revenue (488,87 (4,10¢) (492,98)
Customer credits (656€) (216,62) (217,279
Total identifiable net assets 6,505,97. (260,969 6,245,00
Gain on business acquisition $ 1,186,090 $ (40,079 $ 1,146,01

The Company recognized a gain on business acgumigifi$1,146,011 which is included in other incof@epense) in the Company’s
consolidated statements of operations of which8&,(190 was recognized in the year ended Decemh&031 and subsequently adjusted by
$40,079 in the year ended December 31, 2012. Thedging economic environment during 2011 madifficult for smaller companies like
Color Broadband to raise sufficient capital to airstheir growth. As a result, the Company wag ablacquire the customer relationships anc
wireless network of Color Broadband at a discouéck.

In May 2012, the Company finalized the purchaseepoif Color Broadband which resulted in a reductibapproximately $261,000 of
identifiable net assets and a reduction in the gaibusiness acquisition of approximately $40,d0& purchase price adjustment resulted in &
decrease in the number of shares of common steakdsto Color Broadband of 98,506 from 925,73626, 830 shares. In addition, 45,600
shares of common stock were returned to the Compangipally representing accounts receivable oibas retained by Color Broadband
during the post-closing transition services period.

The results of operations of Color Broadband haentincluded in the Company’s consolidated statésmefroperations since the
completion of the acquisition in December 2011. &®ies generated from customers acquired from @Gotmadband totaled approximately
$226,000 for the year ended December 31, 2011.

During the years ended December 31, 2012 and 284fectively, the Company incurred approximatey%300 and $209,000 of third-
party costs in connection with the Color Broadbanduisition. These expenses are included in thergeand administrative expenses in the
Company’s consolidated statements of operations.
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One Velocity, Inc.

In May 2011, the Company completed the acquisitib®ne Velocity. The Company obtained full conwdlOne Velocity and determined
that the acquisition was a business combinatidretaccounted for under the acquisition method.féh@wing table summarizes the
consideration transferred and the amounts of itledtassets acquired and liabilities assumed aatleisition date. The number of shares
issued was based on the closing price of the Coygaommon stock on the May 18, 2011 closing ddtielvwas $4.75 .

Original Adjustments Final
Fair value of consideration transferr
Cash $ 1,600,000 $ - % 1,600,00!
Common stock 1,839,73. (557,77) 1,281,95!
Total consideration transferred 3,439,73. (557,77 2,881,95!
Fair value of identifiable assets acquired andlitgds assumed:
Customer relationships 2,466,51; (136,979 2,329,53
Property and equipment 1,952,88 - 1,952,88
Accounts receivable 84,46( 48,76( 133,22(
Security deposits 21,67¢ - 21,67¢
Prepaid expenses and other current assets 79t - 79¢
Accounts payable and accrued expenses (115,777 9,02¢ (106,749
Deferred revenue (406,700 2,741 (403,959
Total identifiable net assets 4,003,85 (76,459 3,927,40:
Gain on business acquisition $ 564,12! $ 481,31¢ $ 1,045,44.

The Company recognized a gain on business acgumigifi$1,045,444 which is included in other incof@epense) in the Company’s
consolidated statements of operations. The chaligreconomic environment during 2011 made it diffidor smaller companies like One
Velocity to raise sufficient capital to sustainitrgrowth. As a result, the Company was able mu@e the customer relationships and wireless
network of One Velocity at a discounted price.

In January 2012, the Company finalized the purcipaise of the One Velocity acquisition. The finalrphase price of $2,881,959 was
$557,773, or 16%, lower than the initially reporprdchase price of $3,439,732. The adjustmenttessinh a decrease of 117,426 shares of
common stock issued to One Velocity, from 387,31269,886 shares. In addition, the Company recegrezdlditional gain on business
acquisition of approximately $481,000 and a redurctf approximately $77,000 of identifiable netetssn the fourth quarter of 2011. These
adjustments are included in the Company’s cons@difinancial statements for the year ended Decehe2011.

The results of operations of One Velocity have beeluded in the Company’s consolidated statemehtgperations since the completion
of the acquisition in May 2011. Revenues generfited customers acquired from One Velocity totalpgraximately $976,000 for the year
ended December 31, 2011.

During the year ended December 31, 2011, the Coynipanrred approximately $202,000 of third-partyisoin connection with the One

Velocity acquisition. These expenses are includegeneral and administrative expenses in the Coypannsolidated statements of
operations.
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Pipeline Wireless, LLC

In December 2010, the Company completed the adipuisif Pipeline Wireless, LLC (“Pipeline”). The @many obtained full control of
Pipeline and determined that the acquisition wassaness combination to be accounted for undeacthaisition method. The following table
summarizes the consideration transferred and tleeiats of identified assets acquired and liabiliiesumed at the acquisition date. The
number of shares issued was based on the clostgygfrthe Company's common stock on the Decembe?210 closing date which was
$3.61 .

Original Adjustments Final
Fair value of consideration transferr
Cash $ 1,580,060 $ - % 1,580,06!
Common stock 1,485,59: - 1,485,599
Deferred payments 613,64¢ (112,42) 501,22!
Capital lease obligations assumed 152,16« - 152,16
Total consideration transferred 3,831,46 (112,42) 3,719,04
Fair value of identifiable assets acquired andliifds assumed:
Customer relationships 1,864,18 - 1,864,18
Property and equipment 266,34! - 266,34!
Accounts receivable 194,13 - 194,13
Security deposits 6,36: - 6,36:
Prepaid expenses and other current assets 86,24( (65,06%) 21,17¢
Accounts payable (30,219 2,93¢ (27,28%)
Deferred revenue (239,939 - (239,939
Other current liabilities (40,219 - (40,217
Total identifiable net assets 2,106,89 (62,13) 2,044,76!
Goodwill $ 1,72457.  $ (50,290 $ 1,674,28

The Company allocated the purchase price of Pipétinidentifiable assets acquired and liabilitisstemed based on their fair values on
date of acquisition. The Company recognized $1Z8Upf goodwill related to the acquisition whiclpresents the excess of the purchase pric
over the estimated fair values of the identifiald¢ assets. The Company expects the full balangearwill to be tax deductible for tax
purposes. Pipeline had a very concentrated neteariprised of only six Points-of-Presence (“PoRsinpared to other acquisitions which
at least twice as many PoPs. The relatively lowatidbn of the Pipeline network resulted in goodwéing recognized on the transaction.

In September 2011, the Company finalized the pwelmice of the Pipeline acquisition which resuited decrease in deferred payments
of $145,065, or $112,421 on a net present valuis basaddition, identifiable net assets and godidweére reduced by $62,131 and $50,290,
respectively.

Total deferred payments of $623,804 were discouated12% rate and recorded at $501,225 for ad¢euigpurposes. Current and long-
term balances totaled $148,198 and $56,827 at Dmee®i, 2012, and $166,563 and $205,024 at DeceBih@011, respectively. There were
5 monthly payments of $16,630 remaining as of Ddimm31, 2013 .

Pro Forma Information

The following table reflects the unaudited pro faroonsolidated results of operations had the aitipmis taken place at the beginning of
the 2013, 2012 and 2011 periods:

Years Ended December 31,

2013 2012 2011
Revenues $ 33,545,85 $ 32,954,85 $ 30,449,88
Amortization expense 3,159,19 3,764,04. 5,208,25:
Total operating expenses 59,073,35 54,056,97 40,775,86
Net loss (24,756,16) (21,219,77) (8,068,54)
Basic net loss per share $ (0.3¢) $ (0.39 $ (0.17%)

The pro forma information presented above doepuqiort to present what actual results would haenthad the acquisitions actually
occurred at the beginning of 2013, 2012 and 20XXoes the information project results for any fatperiod .
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Note 4. Property and Equipment
Property and equipment is comprised of:

As of December 31,

2013 2012
Network and base station equipm $ 32,233,26 $ 28,983,28
Customer premise equipment 24,244,01 23,036,05
Shared wireless infrastructure 19,128,06. 17,232,56
Information technology 4,417,86! 3,863,21
Furniture, fixtures and other 1,661,56 1,598,97'
Leasehold improvements 1,433,98. 789,39.

83,118,76 75,503,49
Less: accumulated depreciation 44,633,90 33,521,28
Property and equipment, net $ 38,484,855 $ 41,982,21

Property acquired through capital leases includigdimthe Company’s property and equipment consitie following:

As of December 31,

2013 2012

Network and base station equipm $ 828,02° $ 736,61:
Shared wireless infrastructure 1,216,14. 1,216,14.
Customer premise equipment 96,84: 59,33(
Information technology 1,860,02 1,779,13

4,001,041 3,791,211
Less: accumulated depreciation 1,333,66! 541,80(
Property acquired through capital leases, net $ 2,667,37. $ 3,249.41

Note 5 . Intangible Assets
Intangible assets consist of the following:

As of December 31,

2013 2012
Goodwill $ 1,674,28 $ 1,674,28
Customer relationships $ 11,856,12 $ 10,221,65
Less: accumulated amortization of customer relatigrs 10,051,85 6,958,03
Customer relationships, net 1,804,27 3,263,62.
FCC licenses 1,284,55! 1,284,55!
Intangible assets, net $ 3,088,82 $ 4,548,17

Amortization expense for the years ended Decembe2®1 3, 2012 and 2011 was $3,093,817 , $3,37hAd%2,631,047, respectively.
The customer contracts acquired in the Pipelin@iattpn were amortized over a 17 month period Wwheéaded May 2012. The customer
contracts acquired in the One Velocity acquisitimre amortized over a 30 month period ending Nowwrb13. The customer contracts
acquired in the Color Broadband acquisition aredp@mortized over a 28 month period ending April20The customer contracts acquired in
the Delos acquisition are being amortized over nb@th period ending April 2017. As of December 2113, the remaining amortization
period for all acquisitions with customer relatibipsbalances ranged from 4 to 40 months. Futurerimation expense is expected to be as
follows:

Years Ending December 31,

2014 $ 888,96
2015 392,27.
2016 392,27.
2017 130,75!

$ 1,804,27.

The Company’s licenses with the Federal CommurgnatCommission (the “FCC”) are not subject to airation as they have an



indefinite useful life.
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Note 6. Accrued Expenses
Accrued expenses consist of the following:

As of December 31,

2013 2012

Property and equipment $ 867,31. $ 1,240,77.
Payroll and related 937,62 859,13(
Professional services 186,91° 314,271
Network 138,68: 288,06(
Marketing 108,74 -
Other 293,40: 283,78t

Total $ 2,532,67' $ 2,986,02!

Network expenses consist of costs incurred to gegervices to our customers and include toweelgrntandwidth, troubleshooting and
gear removal .

Note 7. Other Liabilities
Other liabilities consist of the following:

As of December 31,

2013 2012
Current
Deferred rent $ - $ 86,82(
Deferred acquisition payments 67,25¢ 148,19¢
Total $ 67,25¢ $ 235,01
Long-Term
Deferred rent $ 662,36: $ -
Deferred acquisition payments 11,51¢ 56,82’
Deferred taxes 322,80¢ 244,27
Total $ 996,68. $ 301,10:

Gross deferred acquisition payments related t@adogiisition of Pipeline in December 2010 totale8,$82 and are payable in monthly
installments of $16,630 through May 2014. The dagyalue of these non-interest bearing paymente @iscounted rate at 12% and totaled
$56,826 at December 31, 2013. Deferred acquisitayments related to Delos totaled $21,945 at Deee®ib, 2013 and bear interest at rates
ranging from 7% to 12.5%.

Note 8. Capital Stock

The Company is authorized to issue 5,000,000 sldigeferred stock at a par value of $0.001. Theas no preferred stock outstanding
as of December 31, 2013 and 2012, respectively.

The Company is authorized to issue 95,000,000 stefreommon stock at a par value of $0.001. Thddrslof common stock are entitled
to one vote per share. The holders of common sioelentitled to receive ratably such dividendanij, as may be declared by the board of
directors out of legally available funds. Upon ldgtion, dissolution or winding-up, the holderstioé¢ Company’s common stock are entitled tc
share ratably in all assets that are legally alkgléor distribution. The holders of the Compangtsnmon stock have no preemptive,
subscription, redemption or conversion rights. Tights, preferences and privileges of holders ef@mpany’s common stock are subject to,
and may be adversely affected by, the rights ohthlders of any series of preferred stock, whicly lm@ designated solely by action of the
board of directors and issued in the future. AtGloenpany’s annual meeting in November 2012, theetttdders approved an increase in the
number of authorized shares of common stock frof@GMO000 to 95,000,000.

In November 2010, the Company adopted a sharehogtes plan (the “Rights Plan”). The purpose af Rights Plan is to protect the
long-term value of the Company for its sharehol@derd to protect shareholders from various abusikedver tactics. Under the Rights Plan,
the Company issued one preferred share purchasdaigeach share of the Company's common stoekihyekhareholders of record as of the
close of business on November 24, 2010. In geni&kights will become exercisable if a persogmup acquires 15% or more of the
Company’s common stock or announces a tender offekchange offer for 15% or more of the Compangisimon stock. Each holder of a
right will be allowed to purchase one one-hundrexdta share of a newly created series of the Cogipameferred shares at an exercise price



of $18.00. The rights will expire on November 8280The Company may redeem the rights for $0.0@h aaany time until the tenth
business day following public announcement thagraqn or group has acquired 15% or more of itstandéng common stock.
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Stock options were exercised by current or fornmepleyees as follows:

For the Years Ended December 31,

2013 2012 2011
Cash basis:
Total options exercised 284,68 337,12¢ 297,53
Total proceeds received $ 292,38¢ $ 329,04: $ 265,92
Cashless basis:
Total options exercised 135,47: 256,95! 250,39:
Net issuance of common stock 37,77( 162,88: 173,69:

Under a cashless exercise, the holder uses a paitithe shares that would otherwise be issuabde @gercise, rather than cash, as
consideration for the exercise. The amount of hates issuable in connection with a cashless eseewdil vary based on the exercise price of
the option or warrant compared to the current ntgvkiee of the Company’s common stock on the daexercise.

In May 2011, the Company issued 269,886 sharesrafiton stock to One Velocity as part of the consitien paid for the acquisition.
The fair value of the common stock issued was H125D.

In July 2011, the Company issued 10,350,000 shedresmmon stock in connection with an underwrittéfering at $4.00 per share,
resulting in gross proceeds of $41,400,000. The 2o incurred costs of approximately $2,565,008ted to the offering.

In August 2011, the Company issued 89,987 sharesrafmon stock in connection with the acquisitiomd®fCC license. The fair value of
the common stock issued was $309,555.

In December 2011, the Company issued 925,736 sbamsnmon stock to Color Broadband as part ofcthresideration paid for the
acquisition. The fair value of the common stockistwas $2,286,567. In May 2012, the Company ratitieenumber of shares of common
stock issued to Color Broadband by 98,506 as dtrefan adjustment to the purchase price. In &lit45,600 shares of common stock were
returned to the Company principally representingpaats receivable collections retained by Colord8ittand during the post-closing transition
services period. The reduction of common stockanéadr value of $403,366.

In February and March 2013, the Company completeahalerwritten offering at $3.00 per share whicutied in gross proceeds of
$33,000,000 and the issuance of 11,000,000 shEnesCompany incurred costs of approximately $2 @00 related to the offering .

In February 2013, the Company issued 433,673 slofiesmmon stock to Delos as part of the considanagiaid for the acquisition. The
fair value of the common stock issued was $1,071,kvMay 2013, the Company reduced the numbehafes of common stock issued to
Delos by 48,549 as a result of an adjustment t@tinehase price. The reduction of common stockahfadr value of $119,916 .

Note 9. Stock Option Plans

In January 2007, the Company adopted the 2007 ¥EQuinpensation Plan (the “2007 Plan”) which prosifter the issuance of options,
stock appreciation rights, restricted stock, res#d stock units, bonus shares and dividend eagrit@to officers and other employees,
consultants and directors of the Company. The totaiber of shares of common stock issuable un@e2@07 Plan is 2,403,922. A total of
2,032,093 stock options or common stock have besred under the 2007 Plan as of December 31, 2013.

In May 2007, the Board of Directors approved adwptf the 2007 Incentive Stock Plan which provifteghe issuance of up to 2,500,(
shares of common stock in the form of options strieted stock (the “2007 Incentive Stock PlaneT2007 Incentive Stock Plan was
approved by the Company'’s stockholders in May 2@bareholders approved an increase in the numlertbérized shares of common stock
issuable under the 2007 Incentive Stock Plan frggB®,000 to 5,000,000 in November 2012. A tota?,661,485 stock options, common st
or restricted stock has been issued under the R@@ntive Stock Plan as of December 31, 2013.

Options granted under both the 2007 Plan and th& Bzentive Plan have terms up to ten years am@xgrcisable at a price per share nc
less than the fair value of the underlying commimcls on the date of grant. The total number of ehaf common stock that remain available
for issuance as of December 31, 2013 under the RG0Vand the 2007 Incentive Stock Plan combingi7i20,344 shares.

In August 2008, the Company's stockholders appragkegtion of the 2008 Non-Employee Directors Conspéinn plan (the “2008
Directors Plan”) which provides for the issuanceipfto 1,000,000 shares of common stock in the fafroptions or restricted stock. In
November 2013, shareholders approved an increabe imumber of shares of common stock issuableruhde2008 Directors Plan
2,000,000. A total of 1,000,000 stock options hbeen issued under the Plan as of December 31, @§itidins granted under the 2008



Directors Plan have terms of up to ten years aaegercisable at a price per share equal to thedhie of the underlying common stock
on the date of grant.
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The Company uses the Black-Scholes valuation ntodedlue options granted to employees, directodscamsultants. Compensation
expense, including the effect of forfeitures, isagnized over the period of service, generallywigting period. Stock-based compensation for
the amortization of stock options granted under@Gbepany’s stock option plans totaled $1,182,52%32,282, and $951,850 for the years
ended December 31, 2013, 2012, and 2011, resplgctBteck-based compensation is included in gerardladministrative expenses in the
accompanying consolidated statements of operations.

The unamortized amount of stock options expenseddag06 ,859 as of December 31, 2013 which willdmgnized over a weighted-
average period of 2.2 years.

The fair values of stock option grants were calk@dan the dates of grant using the Black-Schai¢isio pricing model and the following
weighted average assumptions:

Years Ended December 31,

2013 2012 2011
Risk-free interest rate 0.8%-1.8% 0.6%-1.0% 1.6%-2.1%
Expected volatility 62% - 68% 65%- 74% 50%- 58%
Expected life (in years) 5.(- 6. 5C- 523 53- 64
Expected dividend yield 0% 0% 0%

The risk-free interest rate was based on ratebledtad by the Federal Reserve. The Company’s ¢ggeolatility was based upon the
historical volatility for its common stock. The eeqied life of the Company’s options was determingidg the simplified method as a result of
limited historical data regarding the Company’s\aist. The dividend yield is based upon the facttthe Company has not historically paid
dividends, and does not expect to pay dividendbearforeseeable future.

During the first quarter of 2011, the Company isk86,000 shares of restricted stock to two exeestiThe fair value of $354,600 was
based on the closing market price of the Compaty'smon stock on the date of grant. The restrictecksvests over a three year period, of
which 30,000 shares were vested as of Decemb&03P, Stock-based compensation for restricted stuteled $59,100 and $108,350 for the
years ended December 31, 2013 and 2012, respgctiimiecognized compensation cost of $59,100 aeBéeer 31, 2013 will be recogniz
ratably through December 2014. As of December 813215,000 shares of restricted stock remain audéhg and 30,000 shares of restricted
stock were forfeited due to the resignation of mecetive in November 2012.

Option transactions under the stock option plangiduhe years ended December 31, 2013, 2012 ahtl ®6re as follows:

Weighted

Average

Number of Exercise

Options Price

Outstanding as of January 1, 2011 3,706,88! $ 1.7¢
Granted during 2011 1,485,001 4.9t
Exercised (547,92) 1.04
Forfeited /expired (8,339 0.6¢
Outstanding as of December 31, 2011 4,635,62. $ 2.8t
Granted during 2012 250,00( 3.62
Exercised (594,08 1.1¢
Forfeited /expired (375,496 6.04
Outstanding as of December 31, 2012 3,916,04! $ 2.8t
Granted during 2013 950,00t 2.4(
Exercised (420,159 1.2¢
Forfeited /expired (390,870 5.07
Outstanding as of December 31, 2013 4,055,011 $ 2.7C
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Grants under the stock option plans were as follows

For the Years Ended December 31,

2013 2012 2011
Annual grants to outside directors 200,00( 200,00t 200,00t
Performance based grants to executives 125,00( - 745,00(
Employee grants 625,00( - 540,00(
Non-employee grant - 50,00( -
Total 950,00 250,00( 1,485,00

All options granted during the period from 2012@13 had a ten year term. All grants were issueuh &xercise price equal to fair value
on the date of grant. Director grants vest ovenayear period from the date of issuance. Employp#iens vest over a four year period from
the date of issuance. The non-employee grant warediately vested upon issuance. Performance baaatsyest over a two to three year
period with vesting beginning upon attainment cg@fied performance targets.

Cancellations for the year ended December 31, #ixd@ded 390,870 options related to employee testions. Cancellations for the year
ended December 31, 2012 included 281,746 optidateteto employee terminations, 18,750 optionsweat repurchased and 75,000 options
that expired. Cancellations for the year ended Boe 31, 2011 related to employee terminations.

The weighted-average fair values of the optionstg during 2013, 2012, and 2011 were $1.44, $2116 $2.61, respectively.
Outstanding options of 4,055,016 as of DecembeRB13 had exercise prices that ranged from $0.85125 and had a weighted-average
remaining contractual life of 6.0 years. Exercisatgbtions of 2,776 ,791 as of December 31, 2013Ractise prices that ranged from $0.68 tc
$5.25 and had a weighted-average remaining conaiblife of 4.6 years.

The intrinsic value of outstanding and exercisalgons totaled $3,347 ,434 and $2,788 ,912, reésmdy, as of December 31, 2013. The
intrinsic value is calculated as the differencensein the closing price of the Compasigommon stock at December 31, 2013, which was!
per share, and the exercise price of the options.

The number of shares issuable upon the exercisetsfanding options, and the proceeds upon theisgenf such options, will be lower if
an option holder elects to exercise on a cashlgsis.b

Note 10. Employee Benefit Programs
The Company has established a 401(k) retirement((¥®1(k) plan”) which covers all eligible emplaygwho have attained the age of
twenty-one and have completed 30 days of employm@htthe Company. The Company can elect to magctowa certain amount of
employees’ contributions to the 401(k) plan. No &yer contributions were made during the years drdecember 31, 2013, 2012 and 2011.
Under the Company’s 2010 Employee Stock Purchase (FESPP Plan”), participants can purchase stafrtee Company’s stock at a
15% discount. A maximum of 200,000 shares of comstonk can be issued under the ESPP Plan. Thésrsince under the ESPP Plan
occurred on June 30, 2011. During the years endsgiber 31, 2013, 2012, and 2011 a total of 3128723, and 26,632 shares were issue
under the ESPP Plan with a fair value of $80,748B17,251, and $73,376 respectively. The Compamygrézed $12,038 , $17,568, and
$10,992 of stock-based compensation related t@3Be discount for the years ended December 31, 212, and 2011 respectively.
Note 11. Income Taxes

The provision for income taxes consists of theofwlhg:

Years Ended December 31,

2013 2012 2011

Current

Federal $ - % - % -

State o o -
Total current - - -
Deferred

Federal (8,333,80) (7,017,749 (2,359,649

State (1,470,67) (1,238,42)) (416,409

Change in valuation allowance 9,883,00: 8,382,43. 2,894,07!

Total deferred 78,53: 126,25t 118,01¢




Provision for income taxes $ 78,53. $ 126,25¢ $ 118,01¢
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The provision for income taxes using the statuteageral tax rate as compared to the Company’steféeiax rate is summarized as
follows:

Years Ended December 31,

2013 2012 2011
Federal statutory rate (34.0% (34.0% (34.0%
State taxes (6.0% (6.0% (6.0%
Permanent differences 0.3% 0.2% 0.4%
Valuation allowance 40.(% 40.4% 41.5%
Effective tax rate 0.3% 0.€% 1.7%

The Company files income tax returns for Towerstr€2orporation and its subsidiaries in the U . &efal and various state
jurisdictions. As of December 31, 2013, the tax returns for &miveam Corporation for the years 2010 througt828fnain open to
examination by the Internal Revenue Service anibvarstate authorities.

The Company’s deferred tax assets (liabilities)ststed of the effects of temporary differencestaitable to the following:

Years Ended December 31,

2013 2012

Deferred tax assets

Net operating loss carryforwards $ 33,757,21 $ 23,944,95

Stock-based compensation 1,802,48: 1,444,08.

Intangible assets 2,441,72. 1,801,89.

Allowance for doubtful accounts 32,40« 76,04

Other 184,81 213,65!
Total deferred tax assets 38,218,64 27,480,63
Valuation allowance (34,146,23) (24,263,23)

Deferred tax assets, net of valuation allowance 4,072,40! 3,217,39
Deferred tax liabilities

Depreciation (4,072,40) (3,217,39)

Intangible assets (322,809 (244,27:)
Total deferred tax liabilities (4,395,21) (3,461,67)
Net deferred tax liabilitie $ (322,80) $ (244,27,

Accounting for Uncertainty in Income Taxes

ASC Topic 740 clarifies the accounting and repgrfior uncertainties in income tax law. ASC Topi®ftescribes a comprehensive
model for the financial statement recognition, nieasient, presentation and disclosure of uncergaipositions taken or expected to be taker
in income tax returns. The guidance also providesction on derecogntion, classification, inter@stl penalties, accounting in interim periods,
disclosure and transition.

As of December 31, 2013 and 2012, the Company Velsaed and concluded that there were no matemegrtain tax positions requiring
recognition in the Company’s financial statemefitee Company’s policy is to classify assessmenemnyf, for tax related interest as interest
expense and penalties as general and administextpenses. No interest and penalties were recaldeag the years ended December 31,
2013, 2012, and 2011.

NOL Limitations

The Company’s utilization of net operating loss QIN') carryforwards is subject to an annual limitaetidue to ownership changes that
have occurred previously or that could occur inftltare as provided in Section 382 of the IntefRavenue Code, as well as similar state
provisions. Section 382 limits the utilizationOLs when there is a greater than 50% change otwship as determined under the
regulations. Since its formation, the Company laésed capital through the issuance of capital samckvarious convertible instruments which,
combined with the purchasing shareholders’ subsegiisposition of these shares, has resulted iwarership change as defined by Section
382, and also could result in an ownership changdké future upon subsequent disposition.
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As of December 31, 2013, 2012 and 2011, the Compadyapproximately $84,393,0 00, $59,862,000, &i286, 000, respectively, of
federal and state NOL carryovers. Federal NOLs Ivaljin expiring in 2027. State NOLs began expirmg012.

Valuation Allowance

In assessing the realizability of deferred tax sdbe Company has considered whether it is niloety[than not that some portion or all
the deferred tax assets will not be realized. Tihimate realization of deferred tax assets is ddpahupon the generation of future taxable
income during the periods in which those tempodiiferences become deductible. In making this deiteation, under the applicable financial
reporting standards, the Company is allowed toidenshe scheduled reversal of deferred tax lidj projected future taxable income, and
tax planning strategies. A full valuation allowari@es been recorded for the deferred tax assetdsabmof December 31, 2013 and 2012. The
change in valuation allowance was $9,883,003 an88®8431, respectively for the years ended Dece@be2013 and 2012.

In future periods, the Company will generate addii deferred tax liabilities related to the ammation of its FCC licenses and goodwill
for tax purposes because these assets are noizadddr financial reporting purposes. The tax aimation in future years will result in a
temporary difference, and the deferred tax liab#itwill not reverse until such time, if any, thila¢ FCC licenses and goodwill become impa
or are sold. Due to the uncertain timing of thigamsal, the temporary difference cannot be conedtlas future taxable income for purposes of
determining a valuation allowance; therefore, thfedred tax liabilities cannot be used to offsetdeferred tax assets related to the net
operating loss carryforwards for tax purposes.

Note 12 . Stock Warrants

Warrant transactions during the years ended DeceBih@013 and 2012 were as follows:

Weighted
Average
Number of Exercise
Warrants Price
Outstanding as of January 1, 2011 4,332,311 $ 4.61
Granted during 2011 450,00 $ 5.0C
Exercised (6,000 $ 4.5C
Forfeited /expired - $ -
Outstanding as of December 31, 2011 4,776,311 $ 4.6t
Forfeited /expired (4,326,31) $ 4,61
Outstanding as of December 31, 2012 450,00 $ 5.0C
Outstanding as of December 31, 2013 450,00 $ 5.0C

In July 2011, the Company issued 450,000 warranpsitchase shares of its common stock at an ergudise of $5.00 per share under its
July 2011 underwritten offering. These warrantsalpee exercisable in July 2012 and expire in July6201

During the year ended December 31, 2011, 6,000awtrwere exercised which resulted in proceed2®f00. There were no warrants
exercised in 2012.

A total of 4,026,310 warrants exercisable at prieesgying from $4.00 to $6.00 expired in January28id an additional 300,000 warrants
with an exercise price of $4.00 expired in June2201

As of December 31, 2013, there were 450,000 wasraxgrcisable at $5.00 with a remaining contradifeabf 2.5 years.
There was no intrinsic value associated with theravds outstanding and exercisable as of Decenthe2@®.3. The intrinsic value is
calculated as the difference between the closiiog mf the Company’s common stock at December 8132which was $2.96 per share, and

the exercise price of the warrants.

The number of shares issuable upon the exerciaevaiirant will be lower if a holder exercises oraghless basis.
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Note 13 . Fair Value Measurement
Valuation Hierarchy

The FASB's accounting standard for fair value measients establishes a valuation hierarchy for désok of the inputs to valuation used
to measure fair value. This hierarchy prioritiZies inputs into three broad levels. Level 1 inpuéscquoted prices (unadjusted) in active mar
for identical assets or liabilities. Level 2 inpat® quoted prices for similar assets and liabgith active markets or inputs that are observable
for the asset or liability, either directly or imectly through market corroboration, for substdhtitne full term of the financial instrument.
Level 3 inputs are unobservable inputs based of€dmpany’s own assumptions used to measure asgket@hilities at fair value. A financial
asset or liability’s classification within the hégchy is determined based on the lowest level ittaittis significant to the fair value
measurement.

Cash and cash equivalents are measured at fag ualng quoted market prices and are classifiedinvitevel 1 of the valuation hierarct
The carrying amounts of accounts receivable, adsquayable and accrued liabilities approximatertfadi value due to their short maturities.
There were no changes in the valuation techniqueagithe year ended December 31, 2013 .

Quoted Significant
prices in other Significant
Total active observable  unobservable
Carrying markets inputs (Level inputs (Level
Value (Level 1) 2) 3)
December 31, 2013 $ 28,18153 $ 28,18153 $ - $ =
December 31, 2012 $ 15,152,22 $ 1515222 $ - $ -

Note 14 . Commitments
Operating Lease Obligations.

The Company has entered into operating leasegddlatroof rights, cellular towers , office spaeamd equipment leases under various
non-cancelable agreements expiring through Dece@i2® . Certain of these operating leases inclutEnsions, at the Company's option, for
additional terms ranging from 1 to 25 years. Amsuwagsociated with the extension periods have ret meluded in the table below as it is not
presently determinable which options, if any, tremPany will elect to exercise. As of December 3113, total future operating lease
obligations were as follows:

Years Ending December 31,

2014 $ 17,754,30
2015 16,784,82
2016 15,453,80
2017 9,893,68!
2018 2,573,38
Thereafter 698,32:

$ 63,158,32

Rent expenses were as follows:

Year Ended December 31 ,

2013 2012 2011
Points of Presence $ 7,128,771 $ 5,823,96. $ 3,946,87.
Street level rooftops 11,067,31 5,313,64 724,52¢
Corporate offices 518,24! 493,11: 483,72«
Other 437,71¢ 389,46: 410,77!
$ 19,152,05 $ 12,020,18 $ 5,565,89

Rent expenses related to Points of Presence, uetrooftops and other were included in costeenues in the Comparsytonsolidate:
statements of operations. Rent expense relatedrtoonporate offices was included in general amdiaitrative expenses in the Company’s
consolidated statements of operations.
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In September 2013, the Company entered into a easelagreement for its corporate offices and newhoase space. The lease
commenced on January 1, 2014 and expires on Decehp2019 with an option to renew for an additidhae year term through December
31, 2024. The Company spent approximately $600i008asehold improvements in connection with coidsding its corporate based
employees from two buildings into one building. Thendlord agreed to contribute $380,000 in fundmgards qualified leasehold
improvements and made such payment to the CompaRghtiruary 2014. Total annual rent payments beigh339,750 for 2014 and escalate
by 3% annually reaching $416,970 for 2019.

Capital Lease Obligations. We have entered into capital leases to acquirear&twooftop tower site and customer premise eqeipm
expiring through March 2018. These leases will &iel fn various installments over a 60 month pefiodh their respective commencement
dates.

As of December 31, 2013, total future capital leaisiggations were as follows:

Years Ending December 31,

2014 $ 997,82
2015 908,34«
2016 655,75«
2017 391,30!
2018 53,92!
$ 3,007,15!
Less: Interest expense (418,76
Total capital lease obligations $ 2,588,38
Current $ 783,05:
Long-Term $ 1,805,33
Other .

During the fourth quarter of 2013, the Company vee@ a one year information technology infrastruetsmpport agreement. The
agreement becomes effective at the end of thedfiratter of 2014. Payments of approximately $121 &@ due quarterly through the first
quarter of 2015.

Note 15. Segment Information

The Company has two reportable segments: Fixedl®¢seand Shared Wireless Infrastructure. Manageevatuates performance and
allocates resources based on the operating penfmera each segment as well as the long-term grpatntial for each segment. Costs
reported for each segment include costs direcpaated with a segment’s operations. Intersegmesmeinues and expenses are eliminated in
consolidation.

The balance of the Company’s operations is in thgQrate group which includes centralized operatidinis group includes operations
related to corporate overhead and centralizeditieswvhich support our overall operations. Corpe@verhead includes administrative
personnel, including executive management, and stifgoort functions such as information technolagg facilities. Centralized operations
includes network operations, customer care, andhémegagement of network assets. The Corporate gsdogated as a separate segment
consistent with how management monitors and anslfjmancial results. Corporate costs are not aflmtéo the segments because such costs
are managed and controlled on a functional baaiseihcompasses all markets, with centralized, fomat management held accountable for
corporate results. Management also believes thallozating these centralized costs provides tebetflection of the direct operating
performance of each segment. The table below piegdEbrmation about our operating segments:

Three Months Ended December 31, 2013 (Unaudited)

Shared
Fixed Wireless
Wireless Infrastructure Corporate Eliminations Total
Revenues $ 791741 $ 649,78. $ - $ (45,969 $  8,521,22
Operating Expenses

Cost of revenues (exclusive of depreciation) 2,841,83 3,716,96! 61,39: (45,969 6,574,23.
Depreciation and amortization 2,651,541 875,47 170,86 - 3,697,88!
Customer support services 205,13. 55,59¢ 510,84! - 771,57,

Sales and marketing 1,302,45 62,36¢ 81,39( - 1,446,211,



General and administrative 148,48 182,13: 2,328,64. - 2,659,25

Total Operating Expenses 7,149,45 4,892 53| 3,153,14. (45,969 15,149,15
Operating Income (Loss) $ 767,95 $ (4,242,74) $ (3,153,14) $ - $ (6,627,93)
Capital expenditures $ 1,160,111 $ 1,264,89. $ 908,79t $ - $ 3,333,800
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Year Ended December 31, 2013

Shared
Fixed Wireless
Wireless Infrastructure Corporate Eliminations Total
Revenues $ 3207568 $ 1,540,700 $ - 9 (183,09 $ 33,433,28
Operating Expenses
Cost of revenues (exclusive of depreciation) 10,405,68 12,494,57 220,66( (183,099 22,937,82
Depreciation and amortization 11,062,80 3,508,64! 779,98t - 15,351,44
Customer support services 771,10« 270,29¢ 2,758,15; - 3,799,55.
Sales and marketing 5,127,75! 301,57¢ 350,16¢ - 5,779,501
General and administrative 592,34 668,62° 9,772,08: - 11,033,05
Total Operating Expenses 27,959,70 17,243,72 13,881,04 (183,096 58,901,38
Operating Income (Loss) $ 411597 $ (15,703,02) $ (13,881,04) $ - $ (25,468,09)
Capital expenditures $ 451887 $ 2,314,231 $ 1,258,460 $ - $ 8,091,557
As of December 31, 2013
Property and equipment, net $ 23,069,39 $ 1280264 $ 2,612,81 $ - $ 38,484,85
Total assets $ 28,88538 $ 15,130,38 $ 30,901,69 $ - $ 74,917,46
Note 16. Quarterly Financial Information (unaudited)
Three months ended
March 31, June 30, Sep;%mber Decselmber
2011 2011 2011 2011
Revenues $ 595301 $ 6,581,058 $ 6,77589 $ 7,184,77
Operating Expenses 7,466,71! 8,438,311 9,404,96: 10,349,27
Operating Loss (1,513,69) (1,857,25) (2,629,071 (3,164,50)
Net Loss (1,512,58) (812,39 (2,620,41) (2,079,71)
Net Loss per common share — basic and diluted (0.09 (0.02) (0.0%) (0.09
Weighted average number of shares outstandingie &ag diluted 42,209,68 42,638,96 51,599,16 53,579,90
Three months ended
March 31, June 30, September December
2012 2012 30, 3L,
2012 2012
Revenues $ 7,819,058 $ 8,10332 $ 8,12750 $ 8,229,54.
Operating Expenses 12,189,12 12,817,11 13,507,49 14,511,37
Operating Loss (4,370,06) (4,713,79) (5,379,98) (6,281,82)
Net Loss (4,380,13) (4,758,65) (5,408,23) (6,442,55)
Net Loss per common share — basic and diluted (0.0¢) (0.09) (0.10) (0.1%)
Weighted average number of shares outstandingie &ag diluted 54,312,06 54,369,17 54,403,23 54,648,24
Three months ended
March 31, June 30, Sep;%mber Decselmber
2013 2013 2013 2013
Revenues $ 8,299,220 $ 8,212,171 $ 8,400,660 $ 8,521,22
Operating Expenses 14,827,74 14,443,66 14,480,81 15,149,15
Operating Loss (6,528,51) (6,231,49) (6,080,15i) (6,627,93)
Net Loss (5,626,30) (6,231,15)) (6,143,39) (6,774,44)
Net Loss per common share — basic and diluted (0.09 (0.09) (0.09) (0.10
Weighted average number of shares outstandingie &ag diluted 61,464,70 66,370,78 66,402,49 66,419,38
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Item 9. Changes in and Disagreements with Accounté&mon Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig our chief executive officer and
chief financial officer, of the effectiveness o&ttesign and operation of our disclosure contnotsocedures, as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange At98#, as amended (the “Exchange Act”). Disclosorgrols and procedures include,
without limitation, controls and procedures desifjt@ensure that information required to be disadiosy an issuer in the reports that it files or
submits under the Exchange Act is accumulated amthwinicated to the issuer's management, includmpgrincipal executive and principal
financial officers, or persons performing similan€tions, as appropriate to allow timely decisicemarding required disclosure. Based upon
our evaluation, our chief executive officer andetHinancial officer concluded that our disclosemntrols and procedures are effective, as of
December 31, 2013, in ensuring that material infirom that we are required to disclose in repdrds we file or submit under the Exchange
Act is recorded, processed, summarized and repwitbdh the time periods specified in the Secusittand Exchange Commission rules and
forms.

Changes in Internal Control over Financial Reportim

There were no changes in our system of internarabover financial reporting during the fourth gtea of the year ended December
31, 2013 that have materially affected, or arearakly likely to materially affect, our internalmool over financial reporting.

Managements Annual Report on Internal Control over FinancidReporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting. Internal control over
financial reporting is defined in Rules 13a-15(fidal5d-15(f) under the Exchange Act as a procesigiaied by, or under the supervision of, a
company’s principal executive and principal finalafficers and effected by a company’s board céatbrs, management and other personne
to provide reasonable assurance regarding théiléleof financial reporting and the preparatiohfimancial statements for external purpose
accordance with generally accepted accounting ipfees Our internal control over financial repogiimcludes those policies and procedures
that:

e pertain to the maintenance of records that, aseaable detail, accurately and fairly reflecttda@sactions and dispositions of our
assets;

e provide reasonable assurance that transactiengenorded as necessary to permit preparatiomandial statements in accordance
with generally accepted accounting principles, #rad our receipts and expenditures are being malyarmaccordance with
authorizations of our management and directors; and

e provide reasonable assurance regarding preveotiobmely detection of unauthorized acquisitiose wr disposition of our assets that
could have a material effect on the financial stegsts.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @etaisstatements. Projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®m31, 2013. In making this
assessment, management used the criteria sebfotlle Committee of Sponsoring Organizations offtteadway Commission (COSO) in

Internal Control — Integrated Framework in 1992.

Based on our assessment, our management has ceth¢had, as of December 31, 2013, our internalrobaver financial reporting is
effective based on those criteria.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Audit Committee of the
Board of Directors and Shareholders of
Towerstream Corporation

We have audited Towerstream Corporation's (the “@amg”) internal control over financial reporting as of Batber 31, 2013, based
criteria established in Internal Contiotegrated Framework issued by the Committee ofnSpong Organizations of the Tready
Commission in 1992. The Company's management onaible for maintaining effective internal contoer financial reporting, and for
assessment of the effectiveness of internal comvel financial reporting, included in the accomygag “Management Annual Report
Internal Control over Financial Reportingdur responsibility is to express an opinion onG@wenpany's internal control over financial repor
based on our audit.

We conducted our audit in accordance with the statslof the Public Company Accounting Oversight ifq@nited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether effectivenalteontrol over financial reporting w
maintained in all material respects. Our auditné@inal control over financial reporting includeist@ining an understanding of internal cor
over financial reporting, assessing the risk thataderial weakness exists, and testing and evalyisiie design and operating effectivene:
internal control based on the assessed risk. Odit also included performing such other procedumsswe considered necessary in
circumstances. We believe that our audit provide=sagonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranagiregthe reliability of financi:
reporting and the preparation of financial stateisidor external purposes in accordance with gelyeealcepted accounting principles
company's internal control over financial reportingludes those policies and procedures that (ftaimeto the maintenance of records tha
reasonable detail, accurately and fairly refleet tlransactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accorédamdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management
directors of the company; and (3) provide reasanalskurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of the inherent limitations, internal cointiver financial reporting may not prevent or detmisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, o
degree of compliance with the policies or procesunay deteriorate.

In our opinion, Towerstream Corporation maintainiedall material aspects, effective internal cohtreer financial reporting as of Decem
31, 2013, based on criteria established in Inte@maitrol —Integrated Framework issued by the Committee ohSpong Organizations of t
Treadway Commission in 1992,

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@wnited States), the consolids
balance sheets as of December 31, 2013 and 20lthemnelated consolidated statements of operatginskholdersequity, and cash flows f
the years ended December 31, 2013 and 2012 andd?@tié Company and our report dated March 17, 2ptessed an unqualified opin
on those financial statements.

/s/ Marcum LLP
Marcum LLP
New York, NY
March 17, 2014
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Item 9B. Other Information.

None.
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PART III
Item 10. Directors, Executive Officers and Corpora¢ Governance.

The information required by this item will be setth in the proxy statement for our 2014 Annual Kregof Stockholders to be filed with
the Securities and Exchange Commission not later 1120 days after the end of the fiscal year calvbyethis report on Form 10-K, and is
incorporated by reference from our proxy statement.

Item 11. Executive Compensation.

The information required by this item will be setth in the proxy statement for our 2014 Annual regof Stockholders to be filed with
the Securities and Exchange Commission not later 1120 days after the end of the fiscal year calbyethis report on Form 10-K, and is
incorporated by reference from our proxy statement.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Mattet

The information required by this item will be setth in the proxy statement for our 2014 Annual ktegof Stockholders to be filed with
the Securities and Exchange Commission not later 1120 days after the end of the fiscal year calvbyethis report on Form 10-K, and is
incorporated by reference from our proxy statement.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

The information required by this item will be setth in the proxy statement for our 2014 Annual kregof Stockholders to be filed with
the Securities and Exchange Commission not later 1120 days after the end of the fiscal year calvbyethis report on Form 10-K, and is
incorporated by reference from our proxy statement.

Item 14. Principal Accountant Fees and Services.
The information required by this item will be setth in the proxy statement for our 2014 Annual ktegof Stockholders to be filed with

the Securities and Exchange Commission not later 1120 days after the end of the fiscal year calbyethis report on Form 10-K, and is
incorporated by reference from our proxy statement.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

Exhibit No.

Description

2.1

3.1

3.2

3.3

3.4

3.5

3.6

4.1

10.1*

10.2*

10.3*

10.4

10.5*

10.6

10.7

10.8

10.9

Agreement of Merger and Plan of Reorganizatioredldanuary 12, 2007, by and among University Gdendar, Ltd.,
Towerstream Acquisition, Inc. and Towerstream Caaipon (Incorporated by reference to Exhibit 2.1te Current Report
on Form 8-K of Towerstream Corporation filed willetSecurities and Exchange Commission on Janua3009).
Certificate of Incorporation of University Girls @adar, Ltd. (Incorporated by reference to Exhibit to the Current Report
on Form 8-K of University Girls Calendar, Ltd. filavith the Securities and Exchange Commission anay 5, 2007).
Certificate of Amendment to Certificate of Incorpion of University Girls Calendar, Ltd., changitig Companys name t
Towerstream Corporation (Incorporated by referé¢ndexhibit 3.3 to the Current Report on Form 8-KTafwerstream
Corporation filed with the Securities and Excha@genmission on January 19, 2007).

Certificate of Designation of Rights, Preferenced Brivileges of Series A Preferred Stock (Incogped by reference to
Exhibit 3.1 to the Current Report on Form 8-K ofwlewstream Corporation filed with the Securities &xdhange
Commission on November 12, 2010).

By-Laws of Towerstream Corporation (Incorporated&ference to Exhibit 3.2 to the Current ReporForm 8-K of
Towerstream Corporation filed with the Securitiesl &xchange Commission on January 19, 2007).

Amendment No. 1 to the By-Laws of Towerstream Coamion (Incorporated by reference to Exhibit 3.1he Current
Report on Form 8-K of Towerstream Corporation fikeith the Securities and Exchange Commission onuaug0, 2007).
Amendment No. 1 to the Certificate of IncorporatafrT owerstream Corporation (Incorporated by rafeseto Exhibit 3.1 t
the Current Report on Form 8-K of Towerstream Coaon filed with the Securities and Exchange Cosgioin on
November 8, 2012

Rights Agreement dated as of November 9, 2010 (parated by reference to Exhibit 4.1 to the CurfReport on Form &
of Towerstream Corporation filed with the Secustand Exchange Commission on November 12, 2!

Towerstream Corporation 2007 Equity Compensatiam Pihcorporated by reference to Exhibit 4.1 toGuerent Report on
Form ¢-K of Towerstream Corporation filed with the Sedestand Exchange Commission on January 19, 2

Form of 2007 Equity Compensation Plan Incentivee©ption Agreement (Incorporated by referencesxbilt 10.18 to
the Current Report on Form 8-K of Towerstream Coapion filed with the Securities and Exchange Cosgioin on
January 19, 2007

Form of 2007 Equity Compensation Plan NQoalified Stock Option Agreement (Incorporated bference to Exhibit 10.1
to the Current Report on Form 8-K of Towerstreannp@aeation filed with the Securities and Exchangen@dssion on
January 19, 2007

Form of Directors and Officers Indemnification Agment (Incorporated by reference to Exhibit 10dlthe Current Report
on Form 8-K of Towerstream Corporation filed witletSecurities and Exchange Commission on Janua3009).
Towerstream Corporation 2007 Incentive Stock Placofporated by reference to Exhibit B to the Pr&tgtement on
Schedule 14A of Towerstream Corporation filed with Securities and Exchange Commission on Septefn2€12).
Form of Placement Agent Agreement for June 200@1@ff (Incorporated by reference to Exhibit 10.4@he Registration
Statement on Form SB-2 (333-142032) of Towerstr€amporation filed with the Securities and Excha@ganmission on
April 11, 2007).

Form of Subscription Agreement (Incorporated bgrefice to Exhibit 10.11 to the Registration Statgmea Form SB-2
(333-142032) of Towerstream Corporation filed wilie Securities and Exchange Commission on ApriP00,7).
Employment Agreement, dated December 21, 2007,dsetWowerstream Corporation and Jeffrey M. Thompson
(Incorporated by reference to Exhibit 10.1 to therént Report on Form 8-K of Towerstream Corporafited with the
Securities and Exchange Commission on Decembe(RIT,).

Office Lease Agreement dated March 21, 2007 betweeh 2, 3, & 4 LLC (Landlord) and Towerstream Gogtion
(Tenant) (Incorporated by reference to Exhibit 110.¢he Annual Report on Form 10-K of Towerstreaang@ration filed
with the Securities and Exchange Commission on Mag; 2009).
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10.10

10.11**

10.12**

10.13*

10.14*

10.15

141

211
23.1
31.1
31.2
32.1
32.2

101.INS****

101.SCH****
101.CAL****
101.DEF****
101.LAB****
101.PRE****

First Amendment to Office Lease dated August 8,72@Mending Office Lease Agreement dated Marctz,(2
(Incorporated by reference to Exhibit 10.10 to Ammual Report on Form 10-K of Towerstream Corparafiled with the
Securities and Exchange Commission on March 189200

2008 Non-Employee Directors Compensation Plan (pamated by reference to Exhibit B to the Proxyt&teent on
Schedule 14A of Towerstream Corporation filed with Securities and Exchange Commission on Septeidh@010).
Amendment to Employment Agreement of Jeffrey M. ffipgon (Incorporated by reference to the CurrenbRem Form 8-
K, filed with the Securities and Exchange Commissia December 9, 2011).

Amendment to Employment Agreement of Jeffrey M. ffipgon (Incorporated by reference to the CurrenbRem Form 8-
K/A, filed with the Securities and Exchange Comnoisn January 13, 2012).

2010 Employee Stock Purchase Plan (Incorporataéfieyence to Exhibit A to the Proxy Statement ohesitle 14A of
Towerstream Corporation filed with the Securitiesl &xchange Commission on September 14, 2010).

Second Amendment to Office Lease Agreement datpteBder 12, 2013, amending Office Lease AgreemateiddViarch,
21 2007, ***

Code of Ethics and Business Conduct. (Incorporbyeatference to Exhibit 14.1 to the Annual Repart@rm 10-K of
Towerstream Corporation filed with the Securitiesl &xchange Commission on March 17, 2011).

Subsidiaries of the Registrant. ***

Consent of Independent Registered Public Accourking. ***

Section 302 Certification of Principal Executivefiodr, ***

Section 302 Certification of Principal Financialfioér. ***

Section 906 Certification of Principal Executivefiodr, ***

Section 906 Certification of Principal Financialfioér. ***

XBRL Instance

XBRL Taxonomy Extension Schema
XBRL Taxonomy Extension Calculation
XBRL Taxonomy Extension Definition
XBRL Taxonomy Extension Labels
XBRL Taxonomy Extension Presentation

* Management compensatory p
*x Management contra
*kk Filed herewitt

***x*XBRL information is furnished and not filed oa part of a registration statement or prospectupdgposes of sections 11 or 12 of the
Securities Act of 1933, as amended, is deemedlrdtfbr purposes of section 18 of the SecuritigsHange Act of 1934, as
amended, and otherwise is not subject to liabiliiger these sectior
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SIGNATURES

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

TOWERSTREAM CORPORATION

Date: March 17, 2014 By: /s/ Jeffrey M. Thompson

Jeffrey M. Thompson
President and Chief Executive Officer
(Principal Executive Officer)

By: /s/ Joseph P. Hernon

Joseph P. Hernon
Chief Financial Officer
(Principal Financial Officer and Principal Acading Officer)

In accordance with the Exchange Act, this reposttheen signed below by the following persons orabieth the registrant and in the
capacities and on the dates indicated.

Name Capacity Date

/sl Jeffrey M. Thompson
Director, Chief Executive Officer and President
Jeffrey M. Thompson (Principal Executive O#iiy March 17 , 2014

/sl Joseph P. Hernon

Chief Financial Officer March 17 , 2014
Joseph P. Hernon (Principal Financial Offiaed

Principal Accounting Officer)

/s/ Philip Urso

Director - Chairman of the Board of Directors March 17 , 2014
Philip Urso
/sl Howard L. Haronian, M.D.

Director March 17, 2014
Howard L. Haronian, M.D.
/s/ William J. Bush

Director March 17 , 2014
William J. Bush
/sl Paul Koehler

Director March 17, 2014

Paul Koehler
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EXHIBIT 10.15

SECOND AMENDMENT TO LEASE

This Second Amendment to Lease (the “Amendmentiasle as of the 12 day of September, 2013, by and between BROOKW
MIDDLETOWN TECH, LLC, a Delaware limited liabilityompany, successor in interest to TECH PLAZA 2, 3,8 LC, a Rhode Islar
limited liability company (“Landlord”’)yand TOWERSTREAM I, INC., f/lkla TOWERSTREAM CORPORKIN, a Delaware corporati
(“Tenant”), in the following circumstances:

A. Landlord and Tenant are parties to the Lelsded March 21, 2007, as amended by that certeshAmendment to Lease by ¢
between Landlord and Tenant dated August 8, 2Qfiye(her the “Leasefor the lease of 17,173 rentable square feet ofespathe buildin
located in the Tech 2 Plaza Office Building (“Te2iBuilding”) located at 55 Hammerlund Way, Middlete, Rhode Island (theTech :
Premises”), and for the lease of 25,000 rentableusgfeet of space in the building located in tleehlr 4 Plaza Office Building Tech ¢
Building”) located at 88 Silva Lane, Middletown, &fe Island (the “Original Tech 4 Premises”).

B. Whereas the current Term for both the TecRr@mises, and the Original Tech 4 Premises exmire®ecember 31, 20
(“Original Expiration Date”), and the parties desio extend the Term with respect to the OrigirediT4 Premises only; and

C. Landlord and Tenant desire to expand thenjzes leased by Tenant in the Tech 4 Office Bujdio include an addition
approximately 4,000 rentable square feet of warsdospace as shown on the Proposed Demising/Fit &tanhed on_Exhibit Athe
“Warehouse Premises” and together with the Origireadh 4 Premises, shown cross-hatched on theFarst plan also attached on Exhibit, A
the “Expanded Tech 4 Premises”), and to otherwisdifyand amend the Lease as set forth herein.

NOW, THEREFORE, the undersigned, for good and \d&iaconsideration, the receipt and sufficiency dfick is hereb
acknowledged, hereby agree as follows:

1. Surrender of Tech 2 Premise®n or prior to the Original Expiration Date, Tehahall surrender the Tech 2 Premises i
condition required under the Lease, provided Temalhiot be required to remove any existing inberimprovements to the Tech 2 Premi
Notwithstanding the foregoing, from the Originaldation Date through January 31, 2014 Tenant ntase sts existing furniture, fixture
equipment and personal property (“Tenant’s Pers@maperty”)in the Tech 2 Premises (but may not maintain eng@eyin the Tech
Premises during such period). In the event thatadifyenants employees remain in the Tech 2 Premises followhiegOriginal Expiration Dat
or any of Tenang Personal Property remains in the Tech 2 Prenfiidlesving January 31, 2014 then such shall be deemdoldover b
Tenant subject to the provisions of Section 16 flihe Lease.

2. _Extension of Term of Leas&he Term of the Lease, with respect to the Oalirech 4 Premises only, is hereby extended f
additional period of six (6) years commencing onuday 1, 2014 (the “Additional Term CommencementeDaand expiring at 12:00 p.m.
the date which is six (6) years following the Aduliial Term Commencement Date (the “Additional Texnfi addition, commencing on t
Additional Term Commencement Date and through titead the Additional Term, Landlord leases to Ténand Tenant leases from Landl
the Warehouse Premises which shall become a painedPremises’and will be leased subject to the terms of the eemsamended by tl
Amendment.




3. Basic Rent for Original Tech 4 Premisd$e “Basic Rentfor the Original Tech 4 Premises beginning on tlugliional Tern
Commencement Date shall be as follows:

Period Basic Rent Annual Basic Monthly Basic
per RS- Rent Rent
Year 1 $12.95 $323,750.0( $26,979.17
Year 2 $13.34 $333,500.0¢ $27,791.67
Year 3 $13.74 $343,500.0¢ $28,625.0(
Year 4 $14.15 $353,750.0( $29,479.17
Year 5 $14.58 $364,500.0¢ $30,375.0C
Year 6 $15.01 $375,250.0( $31,270.8¢

4, Basic Rent for Warehouse Premisefhe “Basic Rent’for the Warehouse Premises beginning on the Additiorern
Commencement Date shall be as follows:

Period Basic Rent Annual Basic Monthly Basic
per RSF Rent Rent
Year 1 $9.00 $36,000.0C $3,000.0C
Year 2 $9.27 $37,080.0C $3,090.0C
Year 3 $9.55 $38,200.0C $3,183.32
Year 4 $9.84 $39,360.0C $3,280.0C
Year 5 $10.13 $40,520.0C $3,376.67
Year 6 $10.43 $41,720.0C $3,476.67

5. _Additional AmendmentsCommencing on the Additional Term Commencement@ae Lease shall be deemed to be fu
amended as follows:

a) the definition of “Premisefontained in Section 1.3 of the Lease, and allregiees to the Premises in the Lease, is ameni
mean only the Expanded Tech 4 Premises, and nataitting anything contained in the Lease, Tenaadt Bave no further righ
in, or related to, the Tech 2 Premises, or the TeBhilding;

b) the term “Building” as used in the Lease shakn and refer to the Tech 4 Building;

c) Base Taxes: for purposes of Section 8.1 of Hese, the term “Base TaxesHall be the amount of Taxes incurred by Landlor
the 2014 fiscal year (July 1, 2013 through June28Q4);




d) Base Operating Expenses: for purposes of Seétib of the Lease, the term “Base Operating Exg&rshall be the amount
Operating Expenses incurred by Landlord in Calervasar 2014.

e) Base Utility Expenses: for purposes of Secfighof the Lease, the term “Base Utility Expensslséll be the amount of Utili
Expenses incurred by Landlord in Calendar Year 2014

f) Parking: Notwithstanding anything contained in ttemse to the contrary, at no additional charge ameshall be provided wi
four (4) on-site, norexclusive parking spaces per 1,000 rentable sdeatef the Premises. Additionally, Landlord stadkignat
a loading area for Tenant’s use adjacent to th&wa} accessing Tenant's loading area.

g) Escalation Factor: the definition of “EscalatiBactor” (also known as the “Proportionate Shaas’continued in Section 1.3
the Lease shall mean 19.09%.

h) The definition of “Security Depositontained the Lease is deleted in its entiretyiamdplaced by the following: $59,958.32. °
parties acknowledge and agree that Landlord cuyrdrtids a Security Deposit in the amount of $16%,85, and upon tl
Additional Term Commencement Date, Landlord shpfila a portion of the Security Deposit in the ampbah$45,392.73 as
credit against Tenant’s initial rent payment oltigas under the Lease, such that the Security Dejgagduced to $59,958.32;

i) Except as expressly set forth in this Amendmennahé shall not have any rights or options to extendtherwise modify tf
Term of the Lease, and shall not have any rightirstfrefusal, rights of first offer, expansion ather similar rights to lease ¢
other space in the Building or Property.

6. _Option to RenewDuring the Additional Term, and so long as thexists no default either at the time of exerciserothe firs
day of the Extension Term (as hereinafter defirze) Tenant has not assigned this Lease in whatepart nor sublet the Premises in whol
in part (except in connection with Permitted Transfas defined herein), Tenant shall have the mptiextend the Term for one (1) additic
five (5) year period (the “Extension Termipon written notice to Landlord given no less thaalve (12) months prior to the expiration of
Term. If Tenant fails to exercise its option toend the Term strictly within the time period settlioin this section, then Tenastbption t
extend the Term shall automatically lapse and beoofurther force or effect. In the event that Ten@xercises the option granted hereur
the Extension Term shall be upon the same termganditions as are in effect under this Lease imately preceding the commencemer
such Extension Term except that the Basic Rentfidune the Tenant shall be increased to Landeaitermination of Basic Rent as provi
herein, and Tenant shall have no further rightpgiiom to extend the Term or to any abatements, drgment allowance or other induceme
If Tenant timely exercises its option to extend Treem, then no later than thirty (30) days follogireceipt of Tenan$’ notice, Landlord shi
notify Tenant in writing of Landlord’s determinatiof the Basic Rent for the Extension Term (“Lamdls Rental Notice”)If Tenant does n
object to Landlord’s determination of the Basic Ry written notice to Landlord within ten (10) liesss days after the date of Landlard’
Rental Notice, then Tenant shall be deemed to hawepted the Basic Rent set forth in Landlord’st®exotice.




Notwithstanding the foregoing, if Tenant timely etis to Landlor's Rental Notice, and the parties cannot agree @icBaent for th
Extension Term within thirty (30) days after Landiageceives Tenarg'notice of objection, then the Term shall autooadly be extended a
Basic Rent for the Extension Term shall be subuhittearbitration as follows: Basic Rent shall béedmined by impartial arbitrators (who si
be qualified real estate appraisers or brokers atitleast ten (10) years of experience dealing Wkthtypes of properties in the market ar
one to be chosen by the Landlord, one to be chbgéfenant, and a third to be selected, if necessarpelow provided, and shall reflect
greater of (i) the rate that would be agreed upstwéen a landlord and a tenant on or about theattateéhich the Extension Term is to begin
a comparable term and for space comparable tordmaiges in the Building and buildings comparabléh®Building in the market area, tak
into account any material economic differences betwthe terms of this Lease and any comparisoe,lsash as the manner, if any, in wi
the landlord under any such lease is reimbursedferating expenses and taxes and (ii) the Bagit Payable during the last month of
current Term. The unanimous written decision oftthe first chosen (without selection and participatof a third arbitrator), or otherwise
written decision of a majority of three arbitrat@tsosen and selected as aforesaid, shall be corelasd binding upon Landlord and Ten
Landlord and Tenant shall each notify the otheit©thosen arbitrator within ten (10) days follogithe call for arbitration and, unless s
two arbitrators shall have reached a unanimoussibeciwithin thirty (30) days after their designatjahey shall select an impartial tt
arbitrator to determine the market value as hedefined. Such third arbitrator and the first twesén shall render their decision within th
(30) days following the date of appointment of thied arbitrator and shall notify Landlord and Tahthereof, which decision shall be final
binding on the parties. Landlord and Tenant stedhepay the expenses of its own arbitrator and shate the payment of expenses of the
arbitrator equally, regardless of the outcome bftation. If the dispute between the parties athéoBasic Rent for the Extension Term has
been resolved before the commencement of the Hatefigrm, Tenant shall pay Basic Rent for the Esimm Term based upon the Basic F
designated by Landlord in the LandlssdRental Notice until either (i) agreement of tlaeties as to the fair market rent, or (ii) decisadrthe
arbitrators, as the case may be, at which time ftestzall promptly pay any underpayment of BasictRerLandlord, or Landlord shall cre
the overpayment of Basic Rent against the nexalinsént of rental or other charges due to Landlord.

Notwithstanding anything contained herein, in nergwshall the Basic Rent for any Extension Ternkebe than $12.95 per RSF per annun
the Original Tech 4 Premises (or any office spagdded subsequent to this Amendment) or less thadO$er RSF per annum for
Warehouse Premises (or any warehouse space adusetisent to this Amendment).

7. Option to Expand.enant shall have the right of first offer as st on_Exhibit Battached hereto, during the Additional Term.




8. Electricity for the Leased PremiseBenant shall contract directly with the applieabtility company for any direct meters t
exclusively serve the Leased Premises. Notwithatgrithe provisions of Section 7.6 of the Lease,@higjinal Tech 4 Premises shall be se
by a direct meter exclusively serving the Origifiath 4 Premises, and the Warehouse Premises shedirbed at Landlord’option by either
submeter installed by Landlord (and Tenant shaktheerged by Landlord based upon such submetermgsidlior if Landlord does not elec
install a submeter then Tenant shall pay its priomuaite share of the electricity costs to the Bogdat the rate charged by the utility comp
with respect to the Warehouse Premises as reagocelbulated by Landlord.

9. _Tenaris Work; Landlords Work and Tenant AllowanceTenant accepts the Leased Premises “as-is” ahdréyis”without any
representation or warranty and without any agreénrepresentation, understandings or obligationghenpart of Landlord to perform &
alterations, repairs or improvements therein, \thilh exception that Landlord shall complete the worthe Warehouse Premises as set fot
Exhibit C attached hereto and incorporated herein by théeseate (the “Landlord’s Work”), at its sole costiaxpense. Other than Landigd’
Work, Landlord shall have no obligation to improwe perform any other work with respect to the Warede Premises (or the Expan:
Premises), and Tenant shall be solely responstnleafiy other work or improvements which Tenant mssi(subject to all terms a
requirements of the Lease). Tenant agrees thatcasdition of Landlord completing LandlosdWork, Tenant shall be required to coope
with Landlord in completing the same, including mdt limited to Tenant removing at Tenanttost, all furniture, fixtures, equipme
decorations in areas of the Warehouse Premisesewlardlord is performing Landlorsl’'Work at a time reasonably designated by Lanc
and Tenant not unreasonably interfering with thegpess of, or scheduling of, LandlosdWork. Landlord agrees to use commerc
reasonable efforts to Substantially Complete (dmee herein) the Landlord’Work within sixty (60) days following the full egution of thi
Amendment (“Target Completion Date”). Landlord’ddee to Substantially Complete the LandladVork by the Target Commencement [
shall not be a default by Landlord or otherwisedeanLandlord liable for damages. Notwithstanding fbregoing, if Landlord does r
Substantially Complete the Landlord Work prior e fTarget Completion Date, not due to the actsssions, or fault of Tenant, or its age
representatives or contractor, and not due to Felajeure or causes beyond the Landlsndasonable control, then Tenant shall be entit
receive one day of Rent abatement for each day ftemTarget Completion Date until the date that lthedlord's Work is Substantial
Complete. The Landlord’s Work shall be deemed tdSghstantially Complete” on the date that all Lismd’'s Work has substantially be
performed, other than any details of constructimechanical adjustment or any other similar mattes, noneompletion of which does r
materially interfere with Tenant’s use of the Presesi

Tenant shall have the right to perform certain tdidal work in the Leased Premises, and be entitietie Tenant Allowance, as
forth and defined in Exhibit @ttached hereto and incorporated herein by theseate.




10. _Assignment or SublettindArticle VI (Assignment and Subletting) of the Iseais hereby deleted in its entirety and is re
by the following new Article VI:

ARTICLE VI
ASSIGNMENT AND SUBLETTING

Tenant shall not mortgage, pledge, hypothecatéhareise encumber its interest in this Lease. Teslaall not allow the Premises to
be occupied, in whole or in part, by any otheryarid shall neither sublet the Premises, in whoia part, nor assign this Lease, nor
amend any sublease or assignment to which Landsdonsented, without in each case obtainingribepritten consent of
Landlord. Any sublease or assignment, or amendtoeanty sublease or assignment, without Landlord@ pvritten consent shall, at
Landlord’s option, be null, void and of no effeahd shall, at Landlord’s option, constitute a DéfafiTenant. Tenant must request
Landlord’'s consent to any assignment or subleakast sixty (60) days prior to the proposed effectiate of the assignment or
sublease. At the time of its request, Tenant girallide Landlord in writing: (a) the name and addref the proposed assignee or
subtenant, (b) a complete copy of the proposedassnt or sublease, (c) reasonably satisfactooynmdtion about the nature,
business, and business history of the proposedrassor subtenant and its proposed use of the Bgenand (d) banking, financial or
other credit information about the proposed assgmesubtenant sufficient to enable Landlord tedeine its financial condition and
operating performance. Landlord shall not unrealsiynaithhold, condition or delay its consent to &efis written request to sublease
the Premises or assign this Lease which is maderpliance with the terms and conditions of thistisa. Without limiting the other
instances in which it may be reasonable for Lambtorwithhold its consent to an assignment or sagdelLandlord refusal to conse
to any proposed assignment or sublease shall noteasonable if: (a) the financial condition oeiing performance of the
proposed subtenant or assignee, determined in datislireasonable discretion, is not such that tiehant is unable to perform its
financial obligations under the sublease agreenoenti) the date of execution of this Lease orttig date of Tenant’s request for
Landlord’s consent to the proposed assignmentldease, (b) Tenant is in default under any of #mms$, covenants or conditions of
this Lease, (c) the proposed use of the Premisgg@salt in: (i) increased wear and tear on therises, Building or Property or (ii)
any adverse effect on other tenants in the Buildingdjacent buildings owned by Landlord, (d) thepgosed subtenant or assignee
governmental agency, (e) Landlord has space alaiédsewhere in the Building which can accommodttateneeds of the proposed
subtenant or assignee or the proposed subtenassiginee is a prospect to whom Landlord has madepmsal for the lease of space
within the market area within the prior six (6) ntlas (f) the proposed assignee or subtenant isaatén any building owned by
Landlord or any affiliate of Landlord including, thiout limitation, the Building, (g) the proposedsenant or assignee would cause
Landlord to be in violation of any covenant or rigsion contained in another lease or other agregnie) Landlord’s lender, if any,
does not consent to the proposed sublease or assign




No subletting or assignment shall release Tenant ffenant’s obligations under this Lease or aliergrimary liability of Tenant to
pay the Rent and to perform all other obligatianbé performed by Tenant hereunder. Any subteraait, st Landlord’s election,
attorn to Landlord following any early terminatiohthis Lease and any assignee shall be jointlysawvetrally liable for the full
performance of all of Tenant’s obligations hereuntlandlord may require, as a condition to grantiagdlord’s consent with respect
to the provisions of this section, that the progosgbtenant or assignee enter into a written ageaewith Landlord confirming the
obligations of such subtenant or assignee undeiLtdse. Tenant shall pay, as Additional Rent anathel, all reasonable legal fees
incurred by Landlord in connection with each pragbassignment or sublease whether or not Landl@ahsent is obtained. If Ten
receives rent or other payments under any assignoneublease in excess of the payments made bgrit ém Landlord under this
Lease (as such amounts are adjusted on a per dqoatmsis if less than all of the Premises ingfarred), then Tenant shall pay
Landlord fifty (50%) of such excess, after dedugtall reasonable out-gfecket sublease concessions made by or expenseeeith®)
Tenant in connection with such sublease, inclutirukerage fees, tenant improvement dollars, rexitatement and reasonable legal
fees. Landlord’s consent to one assignment or asblshall not be deemed a waiver of the requirenfdrandlord’s consent to any
subsequent assignment or sublease. In the eveahTseeks to assign its interest in this Leasel.andlord does not consent to such
proposed assignment, Landlord may elect to termitias Lease in its entirety, and the last dayhefTerm of this Lease shall be the
thirtieth (30th) day after Landlord notifies TenaftLandlord’s election to terminate this LeasetHa event Tenant seeks to sublet all
or any portion of the Premises and Landlord doésonsent to such proposed sublease, Landlord feayte terminate this Lease
with respect to the portion of the Premises thatld/e subject to such sublease and the last dénedferm of this Lease for such
space shall be the thirtieth (30th) day after Lardihotifies Tenant of Landlord’s election to tenate this Lease and, if less than the
entire Premises is affected, Landlord shall haeeright to perform any alterations, at Landlorddtesexpense, to make such space a
self contained rental unit.

Subject to the provisions below, the provisionshis Article VI shall apply to a transfer, by onernore transfers, of all, or
substantially all, of the business or assets ofifierof a majority of the stock, partnership or rbenship interests, or other evidences
of ownership, of Tenant, and of any shares, vdtigigts or ownership interests of Tenant which sl a change in the identity of
entity or entities which exercise, or may exercefégctive control of Tenant as if such transfeessavan assignment of this Lease
(collectively referred to as a “Control Change”ptiNithstanding anything contained herein, Tenang assign this Lease to a
successor to Tenant by purchase, merger, consolidat reorganization or make a Control Changeléctizely an “Ownership
Change”), or assign this Lease or sublet all ooréign of the Premises to an Affiliate (as defifemtein) without the consent of
Landlord, provided that all of the following condits are satisfied (a “Permitted Transfer”): (apdet is not in default of this Lease;
(b) in the event of an Ownership Change Tenantsessor(s) shall own substantially all of the aseéffenant and have a net worth
which is at least equal to Tenant’s net worth athefday prior to the proposed Ownership Change;(@nTenant shall give Landlord
written notice at least 15 Business Days priohtoéffective date of the Permitted Transfer. Teésantdtice to Landlord shall include
information and documentation evidencing the Peeaifransfer and showing that each of the abovditions has been satisfied. If
requested by Landlord, Tenant's successor shaillasicommercially reasonable form of assumptionexgent. “Affiliate” shall mean
an entity controlled by, controlling or under commuontrol with Tenant (for such period of time asls entity continues to be
controlled by, controlling or under common contnath Tenant, it being agreed that the subsequdatsdransfer of stock resulting

a change in voting control, or any other transagtiphaving the overall effect that such entitysesato be controlled by, controlling
under common control with Tenant, shall be treated such sale or transfer or transaction(s) weregll purposes, an assignment of
this Lease governed by the provisions of this Aati¢l).




11. Subordination and Ndbisturbance. Landlord agrees to use commercially reasonalitatefto have any mortgagee of
Property enter into its usual subordination, naindiznce agreement with Tenant, within fifteen (d&ys following the full execution of tt
Amendment, provided that Tenant is not then in dlefander this Lease and agrees to pay any chamgiess (including reasonable attorneys
fees) which may be required by such mortgagee dieroto obtain such agreement. Landlord represéatsitt does not hold its interest in
Building through a ground lease.

12. _Generator Tenant shall have the right to install one (1¢koap generator (*“Tenant’s Generatoiri)a location that is of clo
proximity to the Leased Premises. The type, sizbexact location of Tenant’s Generator shall bgeatlio Landlords prior approval, whic
shall not be unreasonably withheld, conditioneddelayed. Tenant shall maintain Tenant's Generatdrenants sole cost in good worki
order, condition and repair. TenantGenerator shall be maintained at the sole riskesfant and shall be subject to applicable law suad
reasonable rules and regulations from time to fmw&vided by Landlord. Upon Landlosirequest, Tenant shall promptly relocate, temflg
or permanently, Tenant's Generator. Landlord stethburse Tenant for the reasonable out of pockst of relocating Tenarg’ Generator
such relocation is performed at the request of ladd Tenants Generator shall not interfere with the use aneratjon of the building |
which the Leased Premises is located. To the e#ttenfTenant Generator shares facilities with any building (tuilding in which the Leas
Premises is located) system, Tenant shall paynttrernental costs of such facilities in excess efdbsts that Landlord would incur but for s
sharing within thirty (30) days of Landlord’s dendardpon Landlord’s request, Tenant shall providensband visual screening of Tenant’
Generator reasonably acceptable to Landlord anl skaure and protect, to the extent necessaryandlord’s determination, Tenaat’
Generator from vehicular traffic. In the event Tendoes not choose to take the Generator at theokitlde Lease Term, and subjec
Landlord’'s request to Tenant, Tenant shall be reguio remove Tenars’Generator upon expiration or sooner terminatiothis Lease ar
repair all damage resulting from such removal @&siare any damage caused thereby. Tenant agréd@®tients Generator shall only be ut
for back up purposes in the event of disruptiof@fiant’s primary power source.

13. Broker. Landlord and Tenant hereby represent and watrettthey have dealt with CB Richard EllisN-E. Partners, L
(“*CBRE") and Jones Lang LaSalle/Capstone Prope(tiéapstone” and together with CBRE, the “Brokef’andlord shall pay one (1) fi
brokerage commission to CBRE in accordance witfegaiate agreement between Landlord and CBRE. CBRHE share the brokera
commission equally with Capstone. Each party simalémnify the other from any and all liability féhe breach of this representation
warranty on its part and shall pay any compensatiany other broker or person who may be entithedeto.




14, Execution; Effective DateThis Amendment may be executed in two (2) or mmenterparts, each of which shall be
original but such counterparts together shall danstone and the same instrument notwithstandiag both Landlord and Tenant are
signatories to the same counterpart. Delivery ofxacuted counterpart of this Amendment by facsirsiilall be equally as effective as deli
of any original executed counterpart. Any partyivdaing an executed counterpart of this Amendmenrfialssimile also shall deliver an origii
executed counterpart of this Amendment, but thieiriaito deliver an original executed counterpadlishot affect the validity, enforceabil
and binding effect of this Amendment. Signature ankihowledgement pages may be detached from theterparts and attached to a si
copy of this Amendment to physically form one (bcdment. The “Effective Datedf this Amendment shall be the date the last ofpiduie:
executes this Amendment.

15. _Severability The illegality, invalidity or unenforceability @fny provision of this Amendment under the lawsioy jurisdictiol
shall not affect its legality, validity or enfordglity under the laws of any other jurisdiction,rnibe legality, validity or enforceability of a
other provision.

16. Confidentiality. Tenant, including but not limited to any of itsfficers, directors, shareholders, attorneys, hioka
consultants, hereby agrees and acknowledges thatdfotiation, existence and contents of this Ammamd, including any and all oral
written non-public proprietary information disclasby Landlord during said negotiation, shall betkemfidential in all respects.

17. MiscellaneousAll terms uses herein, unless otherwise defineih, shall have the same meaning as such tereusinghe
Lease. Except as herein modified or amended, theigions, conditions and terms of the Lease sleailain unchanged and in full force
effect. Tenant hereby ratifies and confirms itsgdtions under the Lease and represents and wsut@h&ndlord, to the best of its knowle:
after reasonable inquiry, that it has no defenbeseto. Additionally, Tenant further represents awadrants to Landlord that as of the «
hereof: (a) the Lease is and remains in good stgndnd in full force and effect, and (b) Tenant hasclaims, counterclaims, seffs ot
defenses against Landlord arising out of the Lemda any way relating thereto or arising out ofather transaction between Landlord
Tenant, and Landlord is not in default of any efabligations under the Lease. The conditions, wants and agreements herein contained
be binding upon the parties hereto and their reésmesuccessors and assigns. The individuals exerthis Amendment hereby represent
warrant that they are empowered and duly authoriaezb execute this Amendment on behalf of theigmthey represent. This Amendnr
shall be governed and construed in accordancethdéthaws of the State of Rhode Island applicablageements made and to be perfor
within such state without regard to principles offticts of law.




Landlord and Tenant have executed this Amendmeot e day and year first above written.

LANDLORD :

BROOKWOOD MIDDLETOWN TECH, LLC,
a Delaware limited liability company

By: Brookwood Real Estate Partners I, LL
a Delaware limited liability company

By: Brookwood Real Estate Co., Il, LLC,
a Delaware limited liability company

By: /s/ Thomas Nicholas Trkla
Name: Thomas Nicholas Trk
Title: Manager

Date: September 12, 2013

TENANT :

TOWERSTREAM I, INC.,
a Delaware corporation

By: /s/ Joseph Hernon
Name: Joseph Hernc

Title: Chief Financial Officer
Date: August 28, 2013
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Exhibit A
Expanded Tech 4 Premises
(Original Tech 4 Premises and Warehouse Premises)
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Exhibit B
Option to Expand

If during the Additional Term, any space on thsffitoor of the Building which is immediately adgt to and contiguous with the
Premises ("First Offer Space") shall become "abégldor leasing” (as said term is hereafter definad determined by Landlord and
provided that the "Offer Conditions" (as such tésrhereafter defined) are then satisfied, Landsivall offer (the "Offer") to lease the First
Offer Space to Tenant for a fair market rent agmeined by Landlord in its sole discretion and upaoh other terms and conditions as are
specified by Landlord in the Offer. If within tefd) days after Landlord provides the Offer to Tendenant does not unconditionally
accept the Offer in writing as to all of such spdescribed in the Offer or if Tenant accepts thieQds aforesaid but does not execute and
deliver a final fully executed Lease or Lease ameet (a "First Offer Space Lease") for such spaderim and substance satisfactory to
Landlord within twenty (20) days after acceptantéhe Offer as aforesaid, so long as Tenant hathanmam of five (5) business days to
review the document, all of Tenant's rights in &mthe First Offer Space identified in such Offealt cease and terminate and Landlord
shall be free to rent all or any part of such sgaamny party upon such terms and conditions aslloath may elect in its sole discretion,

free of all rights of Tenant under this Exhibit&ny default under the First Offer Space Lease dhaltonsidered a default under this Lease
and vice versa, and the First Offer Space Leadeardain a provision to that effect. Time is bEtessence with respect to the provisions
herein.

As used herein the term "Offer Conditions" shalbméhat (a) no default of Tenant beyond any applécaotice and cure period shall have
occurred under this Lease, (b) Tenant's interef$tisn_ease shall not have been assigned and hofptiie Premises under this Lease shall
have been sublet (except for Permitted Transferd)e) at least one (1) year remains unexpiretiénAdditional Term. As used herein,
First Offer Space shall be deemed "available fasileg" by Landlord when, as determined by Landioritls sole discretion, the applicable
space is vacant and any lease thereof has expitbe applicable space is scheduled to become vaodrall lease and other occupancy,
expansion and offer rights with respect theretalbéther tenants or occupants have expired. Laddiball also have the right to elect to
treat space as "available for leasing" (and to ide@\fenant an Offer with respect thereto) at ametivithin twelve (12) months prior to the
date which Landlord estimates to be the date wheh space will, in fact, become available for o@ngy by Tenant.

It is expressly understood and agreed that Landibedl be free to accept extensions and renewat lefases in effect from time to time
with respect to any space which otherwise mighsttute First Offer Space, whether or not suchmsitsn or renewal options were
originally included under the terms of such leatesymend leases so as to extend the term theresfjch terms and conditions as
Landlord may elect and that Landlord shall be feepermit tenants under leases whose terms haveedxp hold over on a month-to-
month basis or otherwise upon such terms and dondias the Landlord may elect, in any such ca&bout including the same as
"available for leasing" or making any Offer hereandnd free of all rights of Tenant hereunder.drexent shall Landlord ever be
obligated to deliver First Offer Space to Tenatbpto the date when all leases and occupancysitigrein have expired or terminated and
the space is actually surrendered to LandlordoATlenant's rights under this Exhibit B shall ceasd terminate upon (a) any assignment
or subletting of Tenant's interest under this Lgasiger than Permitted Transfers), and (b) on tite @hen less than one (1) year remains
unexpired in the Original Term. All rights of Tenamder this Exhibit B are and shall be expresslyject and subordinate to all rights of
other tenants who, at the date of this Lease, lemases with respect to any part of the Buildingahtdontain rights of any kind to lease all
or any part of the First Offer Space. The rightshef Tenant under this Exhibit B are sometimesdathe "First Offer Rights".

Notwithstanding any of the foregoing, in the eviratt Landlord delivers an Offer to Tenant, whiclndet does not accept, and subseq

thereto, Landlord does not enter into an agreemadetaise such First Offer Space within six (6) rhsrthereafter, then Tenant's First Offer
Rights shall then be revived with respect to suicst ©ffer Space.
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Exhibit C
Landlord’s Work

Warehouse Premises

In accordance with the attached plan dated Augud®¥3 by McMahon Architects labeled FP.01, Landlisrresponsible to deliver the
following items:

construct a one-hour fire-rated demising wall

remove partially remaining ceiling grid

remove two smaller mechanical closets

remove existing light fixtures

install 16 new chain-hung two-bulb reflective elaouse lights
install sprinkler heads & life safety componetatgode

install a one set of exterior steel double doors

install a concrete apron

install a 7.5 ton heat-pump

Any additional work required would be done at theesxpense of the Tenant. Landlord has not inclwadeg type of tel/data wiring.
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Exhibit D
WORK LETTER

1. Preparation of PlansOther than Landlord’s Work, Tenant shall perfaathwork (“Tenant’s Work”)necessary to prepare
Premises for Tenargt'occupancy in accordance with plans and spedditaprepared by a licensed architect and apprbyddandlord. Tenai
shall submit to Landlord a detailed floor plan lay®ogether with working drawings (collectively ethPlans”) for all Tenans Work and a
Tenant’s Work and the Plans therefor shall be stiltjeLandlord’s prior written approval.

2. _Tenans Performance of TendastWork. Once the Plans have been approved by Landlomirfeshall promptly, and with
due diligence, perform TenastWork as set forth on the Plans, and, in connedtierewith, the Tenant shall obtain all necesgamernment:
permits and approvals for Tenant's Work. Whenevandlord’'s approval is required related to any ohdm’s Work, Landlord shall n
unreasonably withhold, condition or delay such apgl Tenant shall have TenamtWork performed by contractors and subcontra
approved by Landlord, which contractors and subregittrs shall maintain such insurance as the Ladditay reasonably require. Landl
hereby approves Jones Lang LaSalle as the genemédactor, and Vision3 Architects as the architéot, Tenant’s initial Tenans Work
hereunder pursuant to Plans approved by Landlaaddlord shall have the right to prescribe suchaealsle rules and regulations relativ:
the performance of TenastWork and any other work which the Tenant maygrerfunder this Lease and Tenant shall abide bsyuah rule
and regulations and shall cause all of its contracto so abide including, without limitation, pagmnt for the costs of using Building servic
All of Tenant's Work shall be done strictly in accordance wite Blans and in a good and workmanlike manner arabrimpliance with a
applicable laws, ordinances, rules, regulatiorsugts, bylaws, court decisions, and orders and requiremaingdl public authorities and i
insurance requirements set forth in the Lease. fiixas may be otherwise shown on the Plans, Termilt gerform Tenans Work usin
building standard materials, quantities and prooesithen in use by Landlord. It shall be Teranbligation to obtain a certificate of occupa
or other like governmental approval for the use eoclipancy of the Premises to the extent requiyddw and Tenant shall submit to Landl
a copy of the same together with waivers of liearfrall of Tenan® contractors in form adequate for recording pugpo3enant shall al
prepare and submit to Landlord promptly after TeisaWork is substantially complete a set oftask plans in both print and electronic for
showing the work performed by Tenant to the Presiigeluding, without limitation, any wiring or caby installed by Tenant or Tenaat’
contractor for Tenant's computer, telephone anérotbmmunication systems. Tenant shall not be reduo remove any of the initial Tenant’
Work at the expiration of the Term except as otligewndicated by Landlord upon its approval of Blans. Notwithstanding the foregoi
Tenant shall be required to remove all low voltagbling that it installs in the Premises upon #wenination or expiration of the Term of
Lease.
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3. Tenant Allowance Subject to the terms and conditions hereof, Lamdhagrees to provide to Tenant an allowance etp
THREE HUNDRED EIGHTY THOUSAND and 00/100 Dollars3@0,000.00)(the “Tenant AllowanceYhe Tenant Allowance shall be u:
and applied by Tenant solely on account of the cb3enants Work. Provided that the Tenant (i) has openedfminess in the Premises,
has completed all of such Tenant's Work in accocdanith the terms of this Work Letter, has paiddtirof such Tenang Work in full and he
delivered to Landlord lien waivers from all persamso might have a lien as a result of such workeicordable form, (iii) has delivered
Landlord its certificate specifying the total ca$tsuch Tenant's Work and all contractors, sub@mttrs and suppliers involved with Tenant’
Work, together with evidence of such cost in therf@f paid invoices, receipts and the like, (ivshmade written request for such paymer
or before the date that is twelve (12) months felfg the date this Amendment is fully executed,igvpot otherwise in default under this Le
beyond any applicable notice and cure period, aidHere are no liens against Tenarititerest in the Lease or against the Buildingreginc
out of Tenant Work or any litigation in which Tenant is a partiyen within thirty (30) days after the satisfaatiof the foregoing conditior
the Landlord shall pay to the Tenant the lesseéh@famount of such costs so certified or the amofitite Tenant Allowance. For the purpc
hereof, the cost to be so reimbursed by Landloadl shclude the hard costs of Tenant's Work, togettvith Tenant’s actual out-gfecke
engineering, architectural, reasonable project mament and permitting costs, but not the cost ¢f @hTenants personal property, tra
fixtures, trade equipment, or wiring. Landlord s$hmd under no obligation to apply any portion of fhenant Allowance for any purposes o
than as provided herein, nor shall Landlord be dabto have assumed any obligations, in whole guar, of Tenant to any contractc
subcontractors, suppliers, workers or materialmiary. portion of the Allowance which not requestedapplied in compliance with the ter
and conditions hereof on or before the date thawédve (12) months following the date this Amendrnis fully executed shall be retained
Landlord and forfeited by Tenant.

4. _Hold HarmlessTenant shall indemnify and hold Landlord harmligem and against any and all liability and claiaisany kinc
for loss or damage to any person or property ayisunt of or occurring during construction of Terlanork. In addition, Landlord shall not
liable for injury or damage which may be sustaibgdhe person or property of Tenant, its employagents, invitees or contractors, or
other person in or about the Premises, arisingbat during performance of Tenant’'s Work.

15



EXHIBIT 21.1
SUBSIDIARIES OF TOWERSTREAM CORPORATION

The following is a list of subsidiaries of Toweedm Corporation as of December 31, 2013, omittimgessubsidiaries which, considered
in the aggregate, would not constitute a significarbsidiary:

Subsidiary Jurisdiction of Organization

Towerstream |, Inc. Delaware
Hetnets Tower Corporation Delaware



EXHIBIT 23.1

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRNS CONSENT

We consent to the incorporation by reference inrRbgistration Statement of Towerstream Corporatiofrorm S-3, as amended (File No. 33
187548, File No. 333-166239, File No. 333-16113% Ro. 333-141405, File No. 333-174106, and File. I§33-178868) and on Form&s-
(File No. 333-161180, File No. 333-151306, and MNie. 333474107) of our report dated March 17, 2014, witspezt to our audits of t
consolidated financial statements of Towerstreamp@mation and Subsidiaries as of December 31, 20182012 and for the years en
December 31, 2013, 2012 and 2011 and our repoetiddarch 17, 2014 with respect to our audit oféffectiveness of internal control o
financial reporting of Towerstream Corporation dDecember 31, 2013, which reports are includethis Annual Report on Form 1K-of
Towerstream Corporation for the year ended Dece®@be?013.

/s/ Marcum LLP
Marcum LLP

New York, NY
March 17, 2014



CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUA NT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jeffrey M. Thompson, certify that:

(1) I have reviewed this annual report on FormKL6f Towerstream Corporation for the year endedddaiser 31

(2)

3)

(4)

b)

d)

2013;

Based on my knowledge, this report does not com@aynuntrue statement of a material fact or om#téte a
material fact necessary to make the statements,nraliight of the circumstances under which sucteshent:
were made, not misleading with respect to the pecmvered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects, the financialditbon, results of operations and cash flows ofréngistrant as
of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainiisgldsure
controls and procedures (as defined in ExchangdrAtts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant hade:

Designed such disclosure controls and proceduregiused such disclosure controls and procedures
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during th
period in which this report is being prepared;

Designed such internal control over finanogdarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyévide reasonable assurance regarding the rétyabf!
financial reporting and the preparation of finahsiatements for external purposes in accordantie wi
generally accepted accounting principles;

Evaluated the effectiveness of the registsatisclosure controls and procedures and presemntiis
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tHetn
the period covered by this report based on sucluatian; and

Disclosed in the report any change in théstent's internal control over financial reporting thatomrec
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the caséhe
annual report) that has materially affected, ae&sonably likely to materially affect, the regasit's
internal control over financial reporting.

(5) The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatimbernal

a)

b)

control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfioms):

All significant deficiencies and material weasses in the design or operation of internalrobover
financial reporting which are reasonably likelyaidversely affect the registrant’s ability to regord
process, summarize and report financial informataod

Any fraud, whether or not material, that ilwes management or other employees who have disamti
role in the registrant’s internal control over fireéal reporting.

Date: March 17 , 2014

Isl Jeffrey M. Thompson

Jeffrey M. Thompson

President and Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 31.1






EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUA NT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph P. Hernon, certify that:

(1) I have reviewed this annual report on FormKL6f Towerstream Corporation for the year endedddaiser 31
2013;

(2) Based on my knowledge, this report does not com@ynuntrue statement of a material fact or omgtéde a
material fact necessary to make the statements,nraliight of the circumstances under which sucteshent:
were made, not misleading with respect to the pecmvered by this report;

(3) Based on my knowledge, the financial statement$,oéimer financial information included in this refpdairly
present in all material respects, the financialditbon, results of operations and cash flows ofréngistrant as
of, and for, the periods presented in this report;

(4) The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAtts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant bhade:

a) Designed such disclosure controls and proceduregiused such disclosure controls and procedures
designed under our supervision, to ensure thatriabieformation relating to the registrant, inclog its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during th
period in which this report is being prepared;

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyévide reasonable assurance regarding the rétyabf!
financial reporting and the preparation of finahsiatements for external purposes in accordantte wi
generally accepted accounting principles;

C) Evaluated the effectiveness of the registsatisclosure controls and procedures and presemntiis
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tHetn
the period covered by this report based on sucluatian; and

d) Disclosed in the report any change in thésteant's internal control over financial reporting thatomrec
during the registrant’'s most recent fiscal quafttee registrant’s fourth fiscal quarter in the caéhe
annual report) that has materially affected, ae@sonably likely to materially affect, the regasit's
internal control over financial reporting.

(5) The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimbernal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weasses in the design or operation of internalrobover
financial reporting which are reasonably likelyaidversely affect the registrant’s ability to regord
process, summarize and report financial informataond

b) Any fraud, whether or not material, that ilwes management or other employees who have disagmti
role in the registrant’s internal control over fireéal reporting.

Date: March 17 , 2014

/sl Joseph P. Hernon

Joseph P. Hernon

Chief Financial Officer

(Principal Financial Officer and Principal Accourdi
Officer)




EXHIBIT 32.1

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

In connection with the Annual Report of Towerstre@orporation, (the ““Company”) on Form 10-K forelperiod ended December
31, 2013 as filed with the Securities and Exchabgemission on the date hereof (the ““Report”)Jéffrey M. Thompson, President
and Chief Executive Officer of the Company, certjfyrsuant to 18 U.S.C. Section 1350, as adoptesupat to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to my knowledge:

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

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: March 17 , 2014

/sl Jeffrey M. Thompson

Jeffrey M. Thompson

President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 32.2

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

In connection with the Annual Report of Towerstre@orporation, (the ““Company”) on Form 10-K forelperiod ended December
31, 2013, as filed with the Securities and Exchabgemission on the date hereof (the “‘Report”Jéseph P. Hernon, Chief Financial

Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that, to my knowledge:

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

(2) The information contained in the Repaitly presents, in all material respects, the foahcondition and
results of operations of the Compa

Date: March 17 , 2014

/sl Joseph P. Hernon

Joseph P. Hernon

Chief Financial Officer

(Principal Financial Officer and Principal AccourgiOfficer)




