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PART I
FINANCIAL INFORMATION

 
Item 1. Financial Statements.

TOWERSTREAM CORPORATION AND SUBISIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

  (Unaudited)
March 31, 2008  December 31, 2007 

Assets        
Current Assets        

Cash and cash equivalents  $ 36,023,234 $ 40,756,865 
Accounts receivable, net of allowance for doubtful accounts of $117,615 and $77,615, respectively   182,644  184,621 
Prepaid expenses and other current assets   490,858  736,156 

Total Current Assets   36,696,736  41,677,642 
        
Property and equipment, net   9,883,245  8,518,750 
        
Security deposits and other assets   278,828  283,790 
FCC licenses   475,000  475,000 

TOTAL ASSETS  $ 47,333,809 $ 50,955,182 
        
Liabilities and Stockholders’ Equity        
        
Current Liabilities        

Current maturities of capital lease obligations  $ 44,856 $ 47,486 
Accounts payable   850,467  1,413,970 
Accrued expenses   737,442  685,576 
Deferred revenues   779,638  631,506 

Total Current Liabilities   2,412,403  2,778,538 
        
Other Liabilities        

Long-term debt, net of deferred debt discount of $246,108 and $357,139, respectively   2,503,892  3,142,861 
Capital lease obligations, net of current maturities   13,553  25,341 
Deferred rent   353,355  273,154 

Total Other Liabilities   2,870,800  3,441,356 
TOTAL LIABILITIES   5,283,203  6,219,894 

        
Commitments        
        
Stockholders' Equity        

Preferred stock, par value $0.001; 5,000,000 authorized, none outstanding   −  − 
Common stock, par value $0.001; 70,000,000 shares authorized; 34,556,332 and 34,080,053 issued and

outstanding, respectively   34,556  34,080 
Additional paid-in-capital   54,126,377  53,223,033 
Deferred consulting costs   −  (20,100)
Accumulated deficit   (12,110,327)  (8,501,725)

TOTAL STOCKHOLDERS' EQUITY   42,050,606  44,735,288 
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY  $ 47,333,809 $ 50,955,182 

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

  For the Three Months Ended March 31,  
  2008  2007  
      
Revenues  $ 2,081,881 $ 1,580,699 
        
Operating Expenses        

Cost of revenues (exclusive of depreciation, shown separately below)   976,075  464,359 
Depreciation   676,639  361,774 
Customer support services   421,042  160,393 
Selling expenses   1,811,062  343,270 
General and administrative expenses (includes stock-based compensation expense of $173,920 and

$192,943, respectively)   1,906,541  1,417,891 
TOTAL OPERATING EXPENSES   5,791,359  2,747,687 
OPERATING LOSS   (3,709,478)  (1,166,988)

Other Income/(Expense)        
Interest income   288,708  103,953 
Interest expense   (183,018)  (575,124)
Other expense   (4,814)  (2,360)
TOTAL OTHER INCOME/ (EXPENSE)   100,876  (473,531)
NET LOSS  $ (3,608,602) $ (1,640,519)

Net loss per common share - basic and diluted  $ (0.10) $ (0.07)

Weighted average common shares outstanding - basic  and diluted   34,495,828  23,706,263 
 

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

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY
(UNAUDITED)

For the Three Months Ended March 31, 2008

  Common Stock  
Additional Paid-

In-Capital

 Deferred 
Consulting 

Costs

 
Accumulated 

Deficit

 

Total

 

  Shares  Amount  

Balance at January 1, 2008   34,080,053 $ 34,080 $ 53,223,033 $ (20,100) $ (8,501,725) $ 44,735,288 
Issuance of common stock upon conversion of debentures   272,727  273  749,727        750,000 
Non-cash exercise of options   18,614  18  (18)        − 
Non-cash exercise of warrants   184,938  185  (185)        − 
Stock-based compensation         153,820        153,820 
Amortization of deferred consulting costs             20,100     20,100 
Net loss                   (3,608,602)  (3,608,602)
Balance at March 31, 2008   34,556,332 $ 34,556  54,126,377 $ − $ (12,110,327) $ 42,050,606 

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

 

  For the Three Months Ended
March 31,  

  2008  2007  
Cash Flows From Operating Activities        
Net loss  $ (3,608,602) $ (1,640,519)
Adjustments to reconcile net loss to net cash used in operating activities:        

Provision for doubtful accounts receivable   40,000  15,000 
Depreciation   676,639  361,774 
Stock-based compensation   173,920  192,943 
Non-cash interest on notes payable   73,393  74,882 
Amortization of beneficial conversion feature   −  378,055 
Amortization of deferred debt discount   37,638  38,056 
Amortization of financing costs   14,563  12,621 
Loss on sale and disposition of property and equipment   4,814  2,360 
Changes in operating assets and liabilities:        

Accounts receivable   (38,023)  (58,865)
Prepaid expenses and other current assets   245,298  (63,016)
Accounts payable   (563,502)  88,554 
Accrued expenses   51,866  (34,288)
Deferred compensation   −  (10,000)
Deferred revenues   148,131  (30,422)
Deferred rent   80,200  − 

TOTAL ADJUSTMENTS   944,937  967,654 
NET CASH USED IN OPERATING ACTIVITIES   (2,663,665)  (672,865)
        
Cash Flows From Investing Activities        

Acquisitions of property and equipment   (2,046,703)  (979,232)
Proceeds from sale of property and equipment   755  6,000 
Change in security deposits   (9,600)  488 

NET CASH USED IN INVESTING ACTIVITIES   (2,055,548)  (972,744)
        
Cash Flows From Financing Activities        

Net proceeds from sale of debentures   −  3,360,000 
Repayment of stockholder notes   −  (200,000)
Repayment of equipment note   −  (2,490)
Repayment of capital leases   (14,418)  (14,337)
Proceeds from exercise of warrants   −  119,973 
Net proceeds from sale of common stock   −  11,051,237 

NET CASH (USED IN)/PROVIDED BY FINANCING ACTIVITIES   (14,418)  14,314,383 
        
NET (DECREASE)/INCREASE IN CASH and CASH EQUIVALENTS   (4,733,631)  12,668,774 
        
Cash and Cash Equivalents - Beginning   40,756,865  160,363 
Cash and Cash Equivalents - Ending  $ 36,023,234 $ 12,829,137 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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TOWERSTREAM CORPORATION AND SUBISIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

  Three Months Ended 
March 31,  

  2008  2007  
Supplemental Disclosures of Cash Flow Information        

Cash paid during the period for:        
  Interest  $ 57,865 $ 13,337 
Non-cash investing and financing activities:        
  Conversion of principal and interest on notes payable into shares of common stock  $ − $ 2,191,636 
  Conversion of long-term debt into shares of common stock  $ 750,000 $ − 
  Assumption of accounts payable in reverse merger transaction  $ − $ 16,752 

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

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

 
Note 1.    Organization and Nature of Business
 

Towerstream Corporation (herein after referred to as ‘‘Towerstream’’ or the ‘‘Company’’) was formed on December 17, 1999 and was incorporated in
Delaware. In January 2007, the Company terminated its Sub S tax status and elected to operate as a C corporation with its corporate headquarters located in
Rhode Island.
 

O n January 12, 2007, Towerstream merged with a newly formed subsidiary of University Girls Calendar Ltd. (‘‘UGC’’), a publicly traded shell
company. In connection with the merger, 1,900,000 UGC common shares remained outstanding and all other outstanding shares of UGC were cancelled.
Also, in connection with the merger, UGC issued 15,000,000 shares of its common stock for all the outstanding common stock of Towerstream. As a result of
the transaction, the former owners of Towerstream became the controlling stockholders of UGC and UGC changed its name to Towerstream Corporation.
Accordingly, the merger of Towerstream and UGC is a reverse merger that has been accounted for as a recapitalization of Towerstream.
 

T h e Company provides fixed wireless broadband services to commercial users based o n a traditional monthly subscription model. Through
transmissions over both regulated and unregulated radio spectrum, the Company offers customers high speed Internet access over a fixed wireless network
which supports bandwidth o n demand, wireless redundancy, virtual private networks (“VPNs”), disaster recovery, bundled data and video services. The
Company provides service to business customers in New York City, Boston, Chicago, Los Angeles, San Francisco, Seattle, Miami, Providence and Newport,
Rhode Island.
 
Note 2.    Summary of Significant Accounting Policies
 

Basis of Presentation.    The condensed consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America for interim financial statements and with Form 10-Q and Article 10 of Regulation S-X of the Securities and
Exchange Commission. Accordingly, they do not contain all information and footnotes required by accounting principles generally accepted in the United
States of America for annual financial statements. The condensed consolidated financial statements include the accounts of the Company and its wholly
owned subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. In the opinion of management, the
accompanying unaudited condensed consolidated financial statements contain all the adjustments, consisting only of normal recurring accruals, necessary
for a fair presentation of the Company’s financial position, results of operations and cash flows for the periods presented. The results o f operations for the
three months ended March 31, 2008 are not necessarily indicative of the operating results for the full fiscal year or any future period.
 

These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and related notes thereto
included in the Company’s Annual Report on Form 10-KSB for the year ended December 31, 2007. The Company’s accounting policies are described in the
Notes to Consolidated Financial Statements in its Annual Report on Form 10-KSB for the year ended December 31, 2007 and updated, as necessary, in this
Quarterly Report on Form 10-Q.
 

Use of Estimates.    The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date o f the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
 

Reclassifications.  Certain accounts in the prior period condensed consolidated financial statements have been reclassified for comparative purposes to
conform to the presentation in the current period condensed consolidated financial statements. These reclassifications have no effect on the previously
reported net loss.
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Concentration of Credit Risk.    Financial instruments that potentially subject the Company to significant concentrations of credit risk consist of cash

and cash equivalents.
 

The Company maintains its cash and cash equivalents accounts at high quality financial institutions with balances, at times, in excess of federally
insured limits. As of March 31, 2008, the Company had cash and cash equivalent balances of approximately $7,003,000 in excess of the federally insured
limit of $100,000. The Company has substantial cash equivalent balances which are invested in various Aaa rated institutional money market funds. As of
March 31, 2008, the Company had cash equivalent balances of approximately $28,774,000 invested in excess of the Securities Investor Protection
Corporation (‘‘SIPC’’) limit of $500,000.
 

Recent Accounting Pronouncements. In December 2007, the Financial Accounting Standards Board (“FASB”) issued Statement No. 141(R), "Business
Combinations", (“SFAS 141(R)”), which will change the accounting for and reporting of business combination transactions. The most significant changes in
the accounting for business combinations under SFAS 141(R) include: (1) valuation of any acquirer shares issued as purchase consideration will be measured
at fair value as of the acquisition date; (2) contingent purchase consideration, if any, will generally be measured and recorded at the acquisition date, at fair
value, with any subsequent change in fair value reflected in earnings rather than through an adjustment to the purchase price allocation; (3) acquired in-
process research and development costs, which have historically been expensed immediately upon acquisition, will now be capitalized at their acquisition
date fair values, measured for impairment over the remaining development period and, upon completion of a successful development project, amortized to
expense over the asset's estimated useful life; (4) acquisition related costs will be expensed as incurred rather than capitalized as part of the purchase price
allocation; and (5) acquisition related restructuring cost accruals will be reflected within the acquisition accounting only if certain specific criteria are met as
of the acquisition date; the prior accounting convention, which permitted an acquirer to record restructuring accruals within the purchase price allocation as
long as certain, broad criteria had been met, generally around formulating, finalizing and communicating certain exit activities, will no longer be permitted.
 

SFAS 141(R) is effective for reporting periods beginning on or after December 15, 2008. Earlier adoption is not permitted. The Company anticipates that
adoption of this pronouncement will significantly impact how the Company accounts for business combination transactions consummated after the effective
date, in the various areas outlined above.
 

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interests in Consolidated Financial Statements, an Amendment of ARB No. 51",
(“SFAS 160”), effective for fiscal years beginning after December 15, 2008. SFAS 160 clarifies the accounting for noncontrolling interests and establishes
accounting and reporting standards for the noncontrolling interest in a subsidiary, including the requirement that the noncontrolling interest be classified as
a component of equity. SFAS 160 is required to be adopted simultaneously with SFAS 141(R). The Company does not expect that this pronouncement will
have a significant impact on the Company’s condensed consolidated financial position, results of operations or cash flows.
 

On February 15, 2007, the FASB issued SFAS No. 159, entitled ‘‘The Fair Value Option for Financial Assets and Financial Liabilities’’, (“SFAS 159”).
The guidance in SFAS 159 ‘‘allows’’ reporting entities to ‘‘choose’’ to measure many financial instruments and certain other items at fair value. The
objective underlying the development of this literature is to improve financial reporting by providing reporting entities with the opportunity to reduce
volatility in reported earnings that results from measuring related assets and liabilities differently without having to apply complex hedge accounting
provisions, using the guidance in SFAS No. 133, as amended, entitled ‘‘Accounting for Derivative Instruments and Hedging Activities.’’ The provisions of
SFAS 159 are applicable to all reporting entities and are effective as of the beginning of the first fiscal year that begins subsequent to November 15, 2007.
The Company adopted SFAS 159 effective January 1, 2008.  Upon adoption, the Company did not elect the fair value option for any items within the scope
of SFAS 159 and, therefore, the adoption of SFAS 159 did not have an impact on the Company’s condensed consolidated financial statements.
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In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements”, (“SFAS 157”). This statement provides a single definition of fair
value, a framework for measuring fair value, and expanded disclosures concerning fair value. Previously, different definitions of fair value were contained in
various accounting pronouncements creating inconsistencies in measurement and disclosures. SFAS 157 applies under those previously issued
pronouncements that prescribe fair value as the relevant measure of value, except SFAS No. 123 (revised 2004), “Share-Based Payment”, and related
interpretations and pronouncements that require or permit measurement similar to fair value but are not intended to measure fair value. The Company
adopted SFAS 157 on January 1, 2008, as required for its financial assets and financial liabilities.  However, the FASB deferred the effective date of SFAS 157
for one year as it relates to fair value measurement requirements for nonfinancial assets and nonfinancial liabilities that are not recognized or disclosed at fair
value on a recurring basis. The adoption of SFAS 157 for the Company’s financial assets and financial liabilities did not have a material impact on its
condensed consolidated financial statements. The Company is evaluating the effect the implementation of SFAS 157 for its nonfinancial assets and
nonfinancial liabilities will have on the Company’s condensed consolidated financial statements.
 
Note 3.    Property and Equipment, net
 

The Company’s property and equipment, net is comprised of:

  March 31, 2008  
December 31,

2007  
Network and base station equipment  $ 8,189,115 $ 7,448,258 
Customer premise equipment   4,756,201  4,120,647 
Furniture, fixtures and equipment   1,511,950  1,294,472 
Computer equipment   528,229  476,206 
Leasehold improvements   681,423  496,368 
System software   659,824  473,261 
   16,326,742  14,309,212 
Less: accumulated depreciation   6,443,497  5,790,462 
  $ 9,883,245 $ 8,518,750 
 

Depreciation expense for the three months ended March 31, 2008 and 2007 was $676,639 and $361,774, respectively.
 

Property held under capital leases included within the Company’s property and equipment consists of the following:
 

  March 31, 2008  
December 31,

2007  
Network and base station equipment  $ 194,702 $ 194,702 
Less: accumulated depreciation   103,154  93,419 
  $ 91,548 $ 101,283 

 
Note 4.    Long-Term Debt
 

O n January 18, 2007, the Company issued $3,500,000 of 8% senior convertible debentures (the ‘‘Debentures’’). These Debentures mature on
December 31, 2009, and are convertible, in whole or in part, at each holder’s option, into shares of the Company’s common stock at an initial conversion
price of $2.75 per share.
 

On January 4, 2008, one of the debenture holders converted $750,000 of their Debenture into common stock. As a result of this conversion, the
Company issued 272,727 shares of common stock at a conversion price of $2.75 per share. In addition, the Company also recognized $73,393 as non-cash
interest expense associated with this transaction.
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Note 5.    Stockholders’ Equity
 

On January 19, 2008, two former employees exercised their warrants to purchase a total of 251,717 shares. These transactions were effected using the
net issue exercise (or “cashless exercise”) election of the warrant agreements, whereby the number of shares issued is calculated by dividing the warrant value
on the exercise date by the average closing and ask prices over the 10-day period immediately prior to the exercise date. Accordingly, 184,938 shares were
issued in exchange for the 251,717 warrants exercised.
 

On March 14, 2008, a former employee exercised his option to purchase a total of 175,193 shares. This transaction was effected using the net issue
exercise (or “cashless exercise”) election of the option agreement, whereby the number of shares issued is based on the fair market value of the Company’s
common stock as of the date of the option exercise. Accordingly, 18,614 shares were issued in exchange for the 175,193 options exercised.
 
Note 6.    Share-Based Compensation
 

The Company uses the Black-Scholes valuation model and recorded stock-based compensation of $153,820 for amortization of stock options granted
under the Company’s stock option plan and $20,100  for amortization of stock-based deferred consulting costs for the three months ended March 31, 2008.
The Company recorded stock-based compensation of $112,543 for amortization of stock options granted under the Company’s stock option plan and
$80,400 for amortization of stock-based deferred consulting costs for the three months ended March 31, 2007.
 

The unamortized amount of stock options expense was $1,168,265 as of March 31, 2008, which will be recognized over a weighted average period of
2.40 years.
 

The fair values of the stock option grants were estimated on the dates of grant using the Black-Scholes option valuation model that uses the following
weighted-average assumptions:

  Three months ended  Three months ended 
  March 31, 2008  March 31, 2007  
Risk-free interest rate   2.5%  4.7% - 4.8%
Expected volatility   91%  59% - 60%
Expected life (in years)   6.5  7 
Expected dividend yield   -  - 
Weighted average per share grant date fair value  $ 1.55 $ 4.71 
 

The risk-free interest rate used is determined by the risk-free interest rates established by the Federal Reserve. I n 2008, the Company’s expected
volatility is based upon implied volatility for its common stock. In 2007, the Company’s expected volatility was based on other factors, including the stock
prices of its publicly-traded peers. In 2008, the expected life of the Company’s options was determined using the simplified method under Staff Accounting
Bulletin No. 110 whereas in 2007, the Company’s estimate was based on the period of time that options granted are expected to be outstanding. The
dividend yield is based upon the fact that the Company has not historically granted dividends, and does not expect to in the future.
 

Transactions under the stock option plans during the three months ended March 31, 2008 are as follows:

  Number of  Weighted Average  
  Options  Exercise Price  
Options outstanding as of January 1, 2008   2,328,067 $ 2.08 
Granted   221,032  2.00 
Forfeited/expired   (2,336)  1.43 
Exercised   (175,193)  1.43 
Options outstanding as of March 31, 2008   2,371,570 $ 2.12 
Options exercisable as of March 31, 2008   1,646,415 $ 1.43 
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The weighted average remaining contractual life of the outstanding options as of March 31, 2008 was 6.39 years.

 
Note 7.    Stock Warrants
 

The Company issued warrants to purchase shares of its common stock. The warrants were granted to employees and certain non-employees at exercise
prices ranging from $0.71 to $6.00 per share expiring at various periods through June 2012.
 

A summary of the status of the warrants for the three months ended March 31, 2008 is as follows:

Warrants outstanding as of January 1, 2008   4,672,325 
Exercised   (251,717)
Expired   (50,456)
Warrants outstanding as of March 31, 2008   4,370,152 
Warrants exercisable as of March 31, 2008   4,370,152 
Weighted average remaining contractual life of the outstanding warrants as of March 31, 2008   3.78 years 
 
Note 8. Net Loss Per Common Share
 

Net loss per common share is computed in accordance with SFAS No. 128, ‘‘Earnings Per Share’’ (‘‘SFAS No. 128’’). As a result of the Company
having recorded a net loss during the three months ended March 31, 2008 and 2007, the average number of common shares used in the calculation of basic
and diluted loss per share are identical for each period and have not been adjusted for the effects of the following potential common shares from unexercised
stock options and warrants, and shares convertible under certain debt agreements as the inclusion of these securities would have been anitidilutive.
 

  Three months ended  Three months ended 
  March 31, 2008  March 31, 2007  
Stock options   2,371,570  2,083,454 
Warrants   4,370,152  4,772,324 
Convertible debt   1,000,001  1,272,728 

Total   7,741,723  8,128,506 
 

The issuance of such potential common shares may dilute earnings per share in the future.
 
Note 9.    Commitments and Contingencies
 

Lease Obligations.    The Company maintains several operating leases, including leases related to roof top rights, cellular towers and office space,
under various non-cancelable agreements expiring through March 2019. As of March 31, 2008, the total future lease payments are as follows:

 Period Ending March 31,    
Nine months ending December 31, 2008  $ 1,422,740 
2009   1,906,128 
2010   1,822,738 
2011   1,549,245 
2012   1,393,430 
Thereafter   1,679,489 
  $ 9,773,770 
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Rent expense for the three months ended March 31, 2008 and 2007 totaled approximately $450,000 and $240,000, respectively.

Note 10.     Subsequent Events

On April 18, 2008, the Company entered an agreement to purchase Federal Communications Commission (“FCC”) licenses for a total cash purchase
price of $400,000. Payment of the purchase price is contingent upon FCC approval of the transfer of the licenses.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis summarizes the significant factors affecting our condensed consolidated results of operations, financial condition
and liquidity position for the three months ended March 31, 2008 and should be read in conjunction with our audited financial statements and notes
thereto included in our Annual Report on Form 10-KSB for the year ended December 31, 2007 and the condensed consolidated unaudited financial
statements and related notes included elsewhere in this filing. The following discussion and analysis contains forward-looking statements that reflect our
plans, estimates and beliefs. Our actual results could differ materially from those discussed in the forward-looking statements.

Forward-Looking Statements
 

Forward-looking statements in this Quarterly Report on Form 10-Q, including without limitation, statements related to our plans, strategies, objectives,
expectations, intentions and adequacy of resources, are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995.
Investors are cautioned that such forward-looking statements involve risks and uncertainties including without limitation the following: (i) our plans,
strategies, objectives, expectations and intentions are subject to change at any time at our discretion; (ii) our plans and results of operations will be affected
by our ability to manage growth; and (iii) other risks and uncertainties indicated from time to time in our filings with the Securities a n d Exchange
Commission.
 

I n some cases, you can identify forward-looking statements by terminology such as ‘‘may,’’ ‘‘will,’’ ‘‘should,’’ ‘‘could,’’ ‘‘expects,’’ ‘‘plans,’’
‘‘intends,’’ ‘‘anticipates,’’ ‘‘believes,’’ ‘‘estimates,’’ ‘‘predicts,’’ ‘‘potential,’’ or ‘‘continue’’ or the negative of such terms or other comparable terminology.
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity,
performance, or achievements. Moreover, neither we nor any other person assumes responsibility for the accuracy and completeness of such statements.
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. We are under no duty to
update any of the forward-looking statements after the date of this Report.
 
Overview
 

We provide fixed wireless broadband services to commercial users based on a traditional monthly subscription model. Through transmissions over
both regulated and unregulated radio spectrum, we offer customers high speed Internet access over a fixed wireless network, which supports bandwidth on
demand, wireless redundancy, virtual private networks (“VPNs”), disaster recovery, bundled data and video services. We are currently providing service to
business customers utilizing fixed wireless technology in New York City, Boston, Chicago, Los Angeles, San Francisco, Seattle, Miami, Providence and
Newport, Rhode Island.
 

Prior to January 12, 2007, we were a public shell company, as defined by the Securities and Exchange Commission, without material assets or activities.
O n January 12, 2007, we completed a reverse merger, pursuant to which a wholly owned subsidiary of ours merged with and into a private company,
Towerstream Corporation, with such private company being the surviving company. In connection with this reverse merger, we discontinued our former
business and succeeded to the business of Towerstream as our sole line of business. For financial reporting purposes, Towerstream, and not us, is considered
the accounting acquiror. All costs associated with the reverse merger (other than financing related costs in connection with the simultaneous sale of
$3,500,000 of our 8% senior convertible debentures due 2009 and warrants, and approximately $11,500,000 of units consisting of common stock and
warrants) were expensed as incurred.
 
Characteristics of our Revenues and Expenses
 

We offer our services under service agreements having terms of one, two or three years. Pursuant to these agreements, we bill customers on a monthly
basis, in advance, for each month of service. To this end, payments received in advance of services performed are recorded as deferred revenues.
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Cost o f revenues primarily consists of all expenses that are directly attributable t o providing our service, and includes the costs associated with

bandwidth purchases and tower and rooftop rents. Fluctuations in our gross margin may occur due to the addition of network capacity to either existing
points of presence or adding additional coverage through the addition of new locations or opening of new markets.
 

Selling expenses primarily consist of the salaries, benefits, travel and other costs of our sales and marketing teams, as well as marketing initiatives and
business development expenses. General and administrative expenses primarily consist of the costs attributable to the support of our operations, such as costs
related to information systems, salaries, expenses and office space costs for executive management, technical support, financial accounting, purchasing,
administrative and human resources personnel, insurance, recruiting fees, legal, accounting and other professional services.
 
Three Months Ended March 31, 2008 Compared to the Three Months Ended March 31, 2007
 

Revenues.    During the three months ended March 31, 2008, we had revenues of $2,081,881, as compared to revenues of $1,580,699 during the three
months ended March 31, 2007, representing an increase of 31.7%. This increase was primarily attributable to increases in the average revenue per user
(“ARPU”) and the growth of our network subscriber base. As shown below, the ARPU of total subscribers increased to $735 as subscribers are gravitating to
higher bandwidth products offered by us. The ARPU of new subscribers increased from the first quarter of 2008 compared with the first quarter of 2007 by
$75 or 9.8%.
 

Customer churn, represented as a percent of revenue lost on a monthly basis from subscribers disconnecting from our network, averaged 1.35% for the
three months ended March 31, 2008 compared with 1.27% for the three months ended March 31, 2007.

Quarterly Operating Metrics (1)  March 31, 2008  March 31, 2007  
        
Revenues  $ 2,081,881 $ 1,580,699 
        
Sequential growth   9.2%  1.1%
        
ARPU (2)  $ 735 $ 657 
        
ARPU of new subscriber additions (3)  $ 842 $ 767 
        
Churn (4)   1.35%  1.27%
 

(1) Information is calculated for each quarter as a stand-alone period.
 
(2) ARPU is the average revenue per user per month which is calculated by dividing the average number of subscribers on the network into the total average
revenue for the period.
 
(3) ARPU of new subscriber additions is calculated by dividing the total number of new subscribers added in the period into monthly recurring revenue
generated from those subscribers.
 
(4) The churn percentage represents the monthly recurring revenue lost during the period as a percentage of total revenues.
 

Operating Loss.    Operating expenses, which consist of cost of revenues, depreciation, customer support services, selling, and general and
administrative costs, totaled $5,791,359 for the three months ended March 31, 2008, as compared to $2,747,687 for the three months ended March 31, 2007,
representing an increase of 110.8%, the components of which are discussed in further detail below. As a result of the increased expense level, our operating
loss for the three months ended March 31, 2008 increased to $3,709,478 as compared to our operating loss of $1,166,988 for the three months ended March
31, 2007.
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Cost of Revenues.    Cost of revenues, which consists of tower rental charges, bandwidth purchases, and related engineering costs and overhead,

exclusive of depreciation, totaled $976,075 for the three months ended March 31, 2008, as compared to $464,359 for the three months ended March
31, 2007, resulting in gross margins, before depreciation, of 53.1% and 70.6%, respectively, a decrease of 17.5%. The decreased margin is the result of
increases in both tower rent expense and bandwidth purchases, increases in network supplies and shipping costs and increased expenses related to site work
visits, as well as additional network staffing in the period. Tower rent expense increased by approximately $108,000 in the period resulting primarily from
our expansion into the Miami and Dallas markets, overall rent increases and our expanded presence in the Chicago, New York and San Francisco markets.
Bandwidth purchases increased by approximately $109,000 during the period. Network supplies and shipping costs increased by approximately $77,000
during the period. Site work expenses increased by approximately $95,000 due to the growth of our network subscriber base. In addition, network
engineering and network personnel staffing increased by approximately $105,000 primarily as a result of new hires associated with the increased capacity.
 

Depreciation Expense.    Depreciation expense totaled $676,639 for the three months ended March 31, 2008, as compared to $361,774 for the three
months ended March 31, 2007, representing an increase of 87.0%. This increase was the result of increased purchases of capital equipment used to expand
our market and geographic capacity.
 

Customer Support Services.    Customer support services totaled $421,042 for the three months ended March 31, 2008, as compared to $160,393 for
the three months ended March 31, 2007, representing an increase of 162.5%. This increase was primarily the result of new hires to meet the needs of our
growing customer base.
 

Selling Expenses. Selling expenses, which consist primarily of commissions, salaries and advertising expenses, totaled $1,811,062 for the three months
ended March 31, 2008, as compared to $343,270 for the three months ended March 31, 2007, representing a n increase of 427.6%. O f th is increase,
approximately $1,300,000 related to the expansion of our sales force and sales support team. Advertising expense increased by approximately $134,000 due
to our efforts to expand our network subscriber base.
 

General and Administrative Expenses.    General and administrative expenses, which consist of salaries and overhead expenses, totaled $1,906,541 for
the three months ended March 31, 2008, as compared to $1,417,891 for the three months ended March 31, 2007, representing an increase of 34.5%. This
increase was attributable to approximately $345,000 of administrative staffing increases to support the overall growth of our business. Rent and utilities
increased by approximately $143,000 while software costs increased by approximately $69,000 due to staffing increases and the expansion of our call center
facility during the period. Our taxes also increased by $61,000 during the quarter. These increases were offset by a decrease of approximately $186,000 for
fees associated with our January 12, 2007 reverse merger and simultaneous equity and debt financing.
 

Interest Income. Interest income for the three months ended March 31, 2008 totaled $288,708 as compared to $103,953 for the three months ended
March 31, 2007. This increase was attributable to an increased cash balance in our investment account as a result of our June 2007 capital raising effort.
 

Interest Expense.    Interest expense totaled $183,018 for the three months ended March 31, 2008, as compared to $575,124 for the three months ended
March 31, 2007. This decrease was attributable to non-cash charges to interest expense of $378,055 related to the beneficial conversion feature granted to the
holders of the stockholder notes payable and $74,882 for other notes payable converted to equity upon the merger and additional interest expense upon
conversion of notes payable in the first quarter of 2007. These decreases were offset by an increase in the first quarter of 2008 as a result of a non-cash interest
expense of $73,393 related to debt converted into equity in January 2008.
 

Net Loss.    We recorded a net loss of $3,608,602 for the three months ended March 31, 2008, as compared to a net loss of $1,640,519 for the three
months ended March 31, 2007. The net loss was primarily attributable to market and capacity expansion initiatives.
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Liquidity and Capital Resources
 

Since our inception on January 12, 2007, we have financed our operations primarily through the public sale and private placement of our equity
securities and debt financing. As of March 31, 2008 and December 31, 2007, we had cash and cash equivalents of $36,023,234 and $40,756,865,
respectively. This decrease is attributable to $4,719,213 used in operating and investing activities during the period. Cash and cash equivalents are invested
in various Aaa rated institutional money market funds. We have historically met our liquidity requirements from a variety of sources, including internally
generated cash, short and long-term borrowings and the sale of equity securities.
 

Net Cash Used in Operating Activities.    Net cash used in operating activities totaled $2,663,665 for the three months ended March 31, 2008, as
compared to $672,865 for the three months ended March 31, 2007. This increase was primarily due to the higher operating expenses incurred in the 2008
period resulting in our $3,608,602 net loss for the period.
 

Net Cash Used in Investing Activities.    Net cash used in investing activities totaled $2,055,548 for the three months ended March 31, 2008, as
compared to $972,744 for the three months ended March 31, 2007 and was primarily attributable to an increase in capital expenditures. Approximately
$226,000 was expended upgrading our network and increasing its capabilities and capacity, approximately $690,000 was spent on customer premise
equipment and related installation costs and approximately $490,000 was spent on the addition of new points of presence. We also incurred approximately
$641,000 of costs associated with the expansion of our corporate offices.
 

Net Cash Used In/Provided By Financing Activities.   Net cash used in financing activities totaled $14,418 for the three months ended March
31, 2008, as compared to net cash provided by financing activities of $14,314,383 for the three months ended March 31, 2007. The decrease is directly
attributable to the issuance of 5,110,056 shares of common stock at approximately $2.25 per share and the sale of $3,500,000 of debentures resulting in total
net proceeds to us of approximately $14,400,000 in January 2007. Other financing activities in the first quarter of 2007 included the repayment of $200,000
stockholder notes and proceeds of $119,973 from warrants exercised.
 

Working Capital.    As of March 31, 2008, we had working capital of $34,284,333 due primarily to our June 2007 capital raising activities. We believe
that our current operating activities, together with the money raised in 2007, will enable us to meet our anticipated cash requirements for 2008.
 

Senior Convertible Debentures
 

I n January 2008, one of the debenture holders converted $750,000 of their senior convertible debenture into common stock. As a result of this
conversion, we issued 272,727 shares of common stock at a conversion price of $2.75 per share.
 
Critical Accounting Policies
 

Our financial statements are prepared in conformity with generally accepted accounting principles in the United States of America, which require us to
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of our financial statements and the reported amounts of
revenues and expenses during the reporting periods. Critical accounting policies are those that require the application of management’s most difficult,
subjective, or complex judgments, often because of the need to make estimates about the effect of matters that are inherently uncertain and that may change
in subsequent periods. In preparing the financial statements, we utilized available information, including our past history, industry standards and the current
economic environment, among other factors, in forming our estimates and judgments, giving due consideration to materiality. Actual results may differ from
these estimates. In addition, other companies may utilize different estimates, which may impact the comparability of our results of operations to those of
companies in similar businesses. We believe that of our significant accounting policies, the following may involve a higher degree of judgment and
estimation.
 

Revenue Recognition.    Revenues are recognized at the time access to our services is made available to customers. Contractual arrangements range
from one to three years. Also included in revenues are fees associated with terminated contracts upon collection. Deferred revenues are recognized as a
liability when billings are received in advance of the date when revenues are earned or when fees associated with termination have not yet been collected.
Our revenue arrangements with multiple deliverables under Emerging Issues Task Force Issue (“EITF”) 00-21 are deemed to be immaterial.
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Stock-Based Compensation.    Effective January 1, 2006, we adopted Standard Financial Accounting Standards (“SFAS”) No. 123 (revised 2004),

‘‘Share-Based Payment,’’ (“SFAS 123R”), which is a revision of SFAS No. 123, ‘‘Accounting for Stock-Based Compensation.’’ SFAS No. 123R supersedes
Accounting Principles Board (“APB”), Opinion No. 25, ‘‘Accounting for Stock Issued to Employees’’, and amends SFAS No. 95, ‘‘Statement of Cash Flows.’’
SFAS No. 123R requires all share-based payments to employees, including grants of employee stock options, to be recognized in the financial statements
based upon their fair values. As a result, the intrinsic value method of accounting for stock options with pro forma footnote disclosure, as allowed for under
SFAS No. 123, is no longer permitted. We adopted SFAS No . 123R using the modified prospective method, which requires us to record compensation
expense for all awards granted after the date of adoption, and for the unvested portion of previously granted awards that remain outstanding at the date of
adoption. After assessing alternative valuation models and amortization assumptions, we chose to continue using the Black-Scholes valuation model and
recognition of compensation expense over the requisite service period of the grant.

Long-Lived Assets. Long-lived assets consist primarily of property and equipment and FCC licenses. Long-lived assets are reviewed annually for
impairment or whenever events or circumstances indicate their carrying value may not be recoverable. Conditions that would necessitate an impairment
assessment include a significant decline in the observable market value of an asset, a significant change in the extent or manner in which an asset is used, or a
significant adverse change that would indicate that the carrying amount of an asset or group of assets is not recoverable. When such events or circumstances
arise, an estimate of the future undiscounted cash flows produced by the asset, or the appropriate grouping of assets, is compared to the asset’s carrying value
to determine if impairment exists pursuant to the requirements of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”. If the
asset is determined to be impaired, the impairment loss is measured based on the excess of its carrying value over its fair value. Assets to be disposed of are
reported at the lower of their carrying value or net realizable value.
 

Off-Balance Sheet Arrangements.    We have no off-balance sheet arrangements, financings, or other relationships with unconsolidated entities known
as ‘‘Special Purposes Entities’’.
 
Recent Accounting Pronouncements
 

I n December 2007, the Financial Accounting Standards Board (“FASB”) issued Statement No. 141(R), "Business Combinations", (“SFAS 141(R)”),
which will change the accounting for and reporting of business combination transactions. The most significant changes in the accounting for business
combinations under SFAS 141(R) include: (1) valuation of any acquirer shares issued as purchase consideration will be measured at fair value as of the
acquisition date; (2) contingent purchase consideration, if any, will generally be measured and recorded at the acquisition date, at fair value, with any
subsequent change in fair value reflected in earnings rather than through an adjustment to the purchase price allocation; (3) acquired in-process research and
development costs, which have historically been expensed immediately upon acquisition, will now be capitalized at their acquisition date fair values,
measured for impairment over the remaining development period and, upon completion of a successful development project, amortized to expense over the
asset's estimated useful life; (4) acquisition related costs will be expensed as incurred rather than capitalized as part of the purchase price allocation; and (5)
acquisition related restructuring cost accruals will be reflected within the acquisition accounting only if certain specific criteria are met as of the acquisition
date; the prior accounting convention, which permitted an acquirer to record restructuring accruals within the purchase price allocation as long as certain,
broad criteria had been met, generally around formulating, finalizing and communicating certain exit activities, will no longer be permitted.
 

SFAS 141(R) is effective for reporting periods beginning on or after December 15, 2008. Earlier adoption is not permitted. We anticipate that adoption of
this pronouncement will significantly impact how we accounts for business combination transactions consummated after the effective date, in the various
areas outlined above.
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In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interests in Consolidated Financial Statements, an Amendment of ARB No. 51",
(“SFAS 160”), effective for fiscal years beginning after December 15, 2008. SFAS 160 clarifies the accounting for noncontrolling interests and establishes
accounting and reporting standards for the noncontrolling interest in a subsidiary, including the requirement that the noncontrolling interest be classified as
a component o f equity. SFAS 160 is required to be adopted simultaneously with SFAS 141(R). We do not expect that this pronouncement will have a
significant impact on our condensed consolidated financial position, results of operations or cash flows.
 

On February 15, 2007, the FASB issued SFAS No. 159, entitled ‘‘The Fair Value Option for Financial Assets and Financial Liabilities’’, (“SFAS 159”).
The guidance in SFAS 159 ‘‘allows’’ reporting entities to ‘‘choose’’ to measure many financial instruments and certain other items at fair value. The
objective underlying the development of this literature is to improve financial reporting by providing reporting entities with the opportunity to reduce
volatility in reported earnings that results from measuring related assets and liabilities differently without having to apply complex hedge accounting
provisions, using the guidance in SFAS No. 133, as amended, entitled ‘‘Accounting for Derivative Instruments and Hedging Activities.’’ The provisions of
SFAS 159 are applicable to all reporting entities and are effective as of the beginning of the first fiscal year that begins subsequent to November 15, 2007. We
adopted SFAS 159 effective January 1, 2008.  Upon adoption, we did not elect the fair value option for any items within the scope of SFAS 159 and,
therefore, the adoption of SFAS 159 did not have an impact on our condensed consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, ‘‘Fair Value Measurements’’, (“SFAS 157”). This statement provides a single definition of fair
value, a framework for measuring fair value and expanded disclosures concerning fair value. Previously, different definitions of fair value were contained in
various accounting pronouncements creating inconsistencies in measurement and disclosures. SFAS 157 applies under those previously issued
pronouncements that prescribe fair value as the relevant measure of value, except SFAS No. 123R and related interpretations and pronouncements that
require or permit measurement similar to fair value but are not intended to measure fair value. This pronouncement is effective for fiscal years beginning after
November 15, 2007. We adopted SFAS 157 on January 1, 2008, as required for our financial assets and financial liabilities.  However, the FASB deferred the
effective date of SFAS 157 for one year as it relates to fair value measurement requirements for nonfinancial assets and nonfinancial liabilities that are not
recognized or disclosed at fair value on a recurring basis. The adoption of SFAS 157 for our financial assets and financial liabilities did not have a material
impact on our condensed consolidated financial statements. We are evaluating the effect the implementation of SFAS 157 for our nonfinancial assets and
nonfinancial liabilities will have on our condensed consolidated financial statements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk. 

Market Risk Related to Interest Rates

     We are exposed to market risks related to changes in interest rates; however, we believe those risks to be not material in relation to our operations. We do
not have any foreign currency exchange rate risk or derivative financial instruments.

Interest Rate Risk

     As of March 31, 2008, our cash and cash equivalents included approximately $34,000,000 of money market securities.  Due to the short term duration of
our investment portfolio, an immediate 10% change in interest rates would not have a material effect on the fair market value of our portfolio. Therefore, we
would not expect our operating results or cash flows to be affected to any significant degree by the effect of a sudden change in market interest rates on our
securities portfolio.
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Item 4. Controls and Procedures.
 

We carried out an evaluation, under the supervision and with the participation of our management, including our chief executive officer and interim
chief financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (the ‘‘Exchange Act’’). Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by a n issuer in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the issuer’s management, including its principal executive and principal financial officers, or persons performing similar
functions, as appropriate to allow timely decisions regarding required disclosure. Based upon our evaluation, our chief executive officer and interim chief
financial officer concluded that our disclosure controls and procedures are effective, as of the three months ended March 31, 2008, in ensuring that material
information that we are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in the Securities and Exchange Commission rules and forms.
 

Changes in Internal Control over Financial Reporting
 

There were no changes in our internal control over financial reporting during the three months ended March 31, 2008 that have materially affected, or
are reasonably likely to materially affect, our internal control over financial reporting.
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PART II
OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

During the three-month period covered in this Report, we have not sold any unregistered securities except on March 14, 2008, we issued 18,614 shares of
our common stock to a former employee upon such employee's cashless exercise of an option to purchase 175,193 shares of our common stock at an exercise
price of $1.43 per share. This transaction did not involve any underwriters, underwriting discounts or commissions, or any public offering and we believe was
exempt from the registration requirements of the Securities Act of 1933 by virtue of Section 4(2) thereof and/or Regulation D promulgated thereunder.

Item 6. Exhibits.

Exhibit No.  Description
31.1  Section 302 Certification of Principal Executive Officer
31.2  Section 302 Certification of Principal Financial Officer
32.1  Section 906 Certification of Principal Executive Officer
32.2  Section 906 Certification of Principal Financial Officer
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SIGNATURES

Pursuant to the requirements of the Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

 TOWERSTREAM CORPORATION

   
Date: May 7, 2008 By: /s/ Jeffrey M. Thompson

   
  Jeffrey M. Thompson

  President and Chief Executive Officer

  (Principal Executive Officer)

   
Date: May 7, 2008 By: /s/ Maria Perry

   
  Maria Perry

  Interim Chief Financial Officer

  (Principal Financial Officer and Principal Accounting Officer)
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31.2  Section 302 Certification of Principal Financial Officer
32.1  Section 906 Certification of Principal Executive Officer
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EXHIBIT 31.1

 
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
 
I, Jeffrey M. Thompson, certify that:
   
 (1)  I have reviewed this quarterly report on Form 10-Q of Towerstream Corporation;

   
 (2)  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make

the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

   
 (3)  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects,

the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
   
 (4)  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15 (f) and
15d - 15(f)) for the registrant and have:

   
 a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

   
 c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
   
 d)  Disclosed in the report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of the annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

   
 (5)  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,

to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
   
 a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
   
 b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the small business

issuer’s internal control over financial reporting.
 
Date: May 7, 2008

 
 /s/ Jeffrey M. Thompson

 Jeffrey M. Thompson
President and Chief Executive Officer

 



EXHIBIT 31.2
 

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

 
I, Maria Perry, certify that:
   
 (1)  I have reviewed this annual report on Form 10-Q of Towerstream Corporation;

   
 (2)  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make

the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

   
 (3)  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects,

the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
   
 (4)  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15 (f) and
15d-15 (f)) for the registrant and have:

   
 a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

   
 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

   
 c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
   
 d)  Disclosed in the report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of the annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

   
 (5)  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,

to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
   
 a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
   
 b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal

control over financial reporting.
 
Date: May 7, 2008

 /s/ Maria Perry

 Maria Perry
Interim Chief Financial 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 Quarterly Report of Towerstream Corporation, (the ‘‘Company’’) on Form 10-Q for period ended March 31, 2008 as filed

with the Securities and Exchange Commission on the date hereof (the ‘‘Report’’), I, Jeffrey M. Thompson, President and Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
   
 (1) The Report fully complies with the requirements of Section 13(a) of 15(d) of the Securities Exchange Act of 1934; and

   
 (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.
 
Date: May 7, 2008

 /s/ Jeffrey M. Thompson

 Jeffrey M. Thompson
President and Chief 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 Quarterly Report of Towerstream Corporation, (the ‘‘Company’’) on Form 10-Q for the period ended March 31, 2008 as

filed with the Securities and Exchange Commission on the date hereof (the ‘‘Report’’), I, Maria Perry, Interim Chief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
   
   (1)  The Report fully complies with the requirements of Section 13(a) of 15(d) of the Securities Exchange Act of 1934; and

   
   (2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.
 
Date: May 7, 2008

 /s/ Maria Perry

 Maria Perry
Interim Chief Financial Officer
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