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This prospectus relegego the sale of up 18,727,31Ghares of our common stock by Selling Stockhold&fs.will not receive proceeds from the sale of our shares by

the Selling Stockholders. However, we may receive proceeds from the exercise of the options and wargamgstbeerbmmon stock. If all the options and warrants
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Our common stock is traded on the OTCBB under the trading symbol ABGAT."

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK. YOU SHOULD CONSIDEBAREFULLY THE RISK FACTORS
BEGINNING ON PAGE 5 OF THIS PROSPECTUS BEFORE MAKING A DECISION TO PURCHASE OUR STOCK.
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AVAILABLE INFORMATION

We are currently subject to the reporting requirements of the Securities Exchange Act of 1934, as amended (the "ExghaNgefilkcperiodic reports, proxy
materials and other informatiomith the Securities and Exchange Commission (the "Commission”). In addition, we will furnish stockholders with annual reports
containing audited financial statements certifis/ our independent registered public accounting &ind interim reports contaimg unaudited financial information as

it may be necessary or desirable. We will provide without charge to each person who receives a copy of this prospestitterupoioral request, a copy of any
information that is incorporated by reference in thiespectus (not including exhibits to the information that is incorporated by reference unless the exhibits are
themselves specifically incorporated by reference). Such request should be directed to: Stephen J. Sperco, CEO, 7@ DikifoBdsSuité00, Houston, Texas
77024, voice: (713) 686100 fax: (713) 682402. Our Web site is www.bluegate.com.

We have filed with the Securities and Exchange Commission a Registration Statement under the Securities Act of 1938ddtharti®adurities Act'\vith respect

to the securities offered by this prospectus. This prospectus does not contain all of the information set forth inrtte@R&yaement, parts of which are omitted in
accordance with the rules and regulations of the Commission. Foerfunfiormation with respect to us and this offering, reference is made to the Registration
Statement, including the exhibits filed therewith, that maynispected without charge at the Public ReferensenRmaintained by the Commission at 100 F Street
N.E., Washington, D.C. 2054@n official business days during the hours of 10:00 am to 3:00rpmpublic may obtain information on the operation of the Public
Reference Room by calling the Commission ®00-SEG0330. The Commission maintains an Intersieg that contains reports, proxy and information statements,
and other information regarding issuers that file electronically with the Commisgiutitpatwww.sec.gov).

SUMMARY INFORMATION

Bluegateconsists of the networking serviaga(rier/circuit)business thatrovides internet connectivity to corporate clients on a subscription basis; essentiallyngperati
as a value added provider

In 2004, we filed an amendment to our Articles of Incorporation to change our name to Bluegate Corporatmmeéduraine was Crescent Communication, Inc. In

this prospectus, we refer to ourselves as "Bluegate," "We," Us," "Our" and the "Company." References to us also inchaldiany; Jrilliant Technology Group,

I nc. (ATTGO) . Re f e rhemic gve effecbto aunui20:1 reverserstock spht in @004 In 2004, we took corporate action to increase the number o
our authorized shares of common stock to 50,000,000 shares of common stock. Our executive offices are located at: Bloeegite, 71 North Post Oak Road,

Suite 600, Houston, Texas 77024, voice: (713)5880 fax: (713) 6827402

Our growth is dependent on our attaining profit from our operations and our raising capital through the sale of stackharedébno assurance theg will be able
to raise any equity financing or sell any of our services at a profit. Our functional currency is the U.S. dolinde@emdent registered public accounting firm
included an explanatory paragraph in their reptated March 142011, indicating substantial doubt exists relating to our ability to continue as a going concern.

Our stock is traded on the OTCBB. Our trading symbol is "BGAT."
RISK FACTORS

Our future performance is subject to a variety of risks. If any of the events omstances described in the following risk factors actually occurs, our business,
financial condition or results of operations could suffer. In addition to the following disclosures, please refer ta théootfeion contained in this report, including
consolidated financi al statements and related not es enteontans forwdrtbokimastatemems ¢ o n
that involve risks and uncertainties. Our actual results may differ significantly froregtiés discussed in the forwdabking statements. This section discusses the
business risk factors that might cause those differences.

RISKS RELATED TO OUR FINANCIAL OPERATIONS:
OUR PAST LOSSES RAISE DOUBTS ABOUT OUR ABILITY TO OPERATE PROFITABODR CONTINUE AS A GOING CONCERN

We have experienced substantial operating losses and we expect to incur significant operating losses until sales invateals® Wéed to raise sufficient funds to
finance our activities. We may be unable to achievsudrain profitability. Our independenegistered public accounting firmcluded an explanatory paragham
their reportindicating substantial doubt about our ability to continue as a going concern. These factasbsteatial doubt as to our ability tontinue as a going
concern.

OUR EXPECTED FUTURE LOSSES RAISE DOUBTS ABOUT OUR ABILITY TO CONTINUE AS A GOING CONCERN UNLESS WE CAN REISETAL

Future events may lead to increased costs that could make it difficult for us to succeed. To raisaladditial, we may sell additional equity securities, or accept
debt financing or obtain financing through a bamlother entity. There is no limit as to the amount of debt we may incur. Additional financing may not be available to
us or may not be avaible on terms acceptable to us. If additional funds are raised through the issuance of additional stock, there mafjchatadBigiun in the

value of our outstanding common stock.



WE MAY NOT BE ABLE TO RAISE THE REQUIRED CRITAL TO CONDUCT OUR OPRATIONS

We may require additional capital resources in order to conduct our operations. If we cannot obtain additional funding)ake meluctions in the scope and size of
our operations. In order to grow and expand our business, and to introdsesvices to the marketplace, we will need to raise additional funds.

RISKS RELATED TO OUR BUSINESS OPERATIONS:
COMPETITION
Most of our competitors have greater financial and other resources than we have, and there is no assurance that leet@siibeeabfully compete.

IF WE DO NOT KEEP PACE WITH OUR COMPETITORS AND WITH TECHNOLOGICAL AND MARKET CHANGES, OUR SERVICES MAY BECOME
OBSOLETE AND OUR BUSINESS MAY SUFFER

The market for our services is competitive and could be subject to rapid techabldminges. We believe that there are potentially many competitive approaches
being pursued, including some by private companies from whfohmation is difficult to obtain. Many of our competitors have significantly greater resources and
more serviceshat directly compete with our services. Our competitors may have developed, or could in the future develop, new tethabtmigsete with our
services even render our services obsolete.

WE COULD HAVE SYSTEMS FAILURES THAT COUD ADVERSELY AFFECT OURBUSINESS

Our business depends on the efficient and uninterrupted operation of our computer and communications hardware systastsiaenoenflthough we have taken
precautions against system failure, interruptions could result from natural disesteedl as power losses, Internet failures, telecommunication failures and similar
events. Our systems are also subject to human error, security breaches, computer virusas, kdealal of service" attacks, sabotage, intentional acts of vandalism
ard tampering designed to disrupt our computer systems. We also lease telecommunications lines from local and regionehasergessice may be interrupted.
Any damage or failure that interrupts or delays network operations could materially and lgcfteseour business.

OUR BUSINESS COULD BE ADVERSELY AFFECTED IF WE FAIL TO ADBJATELY ADDRESS SECURITY ISSUES

We have taken measures to protect the integrity of our technology infrastructure and the privacy of confidential infblonatioeless, ur technology infrastructure

is potentially vulnerable to physical or electrobieakins, viruses or similar problems. If a person or entity circumvents its security measures, they could jeopardize
the security of confidential information stored on oystems, misappropriate proprietary information or cause interruptions in our operations. We may be required to
make substantial additional investments and efforts to protect against or remedy security breaches. Security breamiiemthatess to cdidential information

could damage our reputation and expose us to a risk of loss or liability.

RISKS RELATED TO OUR SECURITIES:

THE SHARES AVAILABLE FOR SALE BY THE SELLING STOCKHOLDERS COULD SIGNIFICANTLY REDUCE THE MARKET PRICE OF OUR
COMMON STOCK

A total of 28,727,310shares of our common stock are being registered for resale under this prospectus. The market price of our common stk iteuld
substantial amount of these shares are sold in the public market. A drop in the market peceigéltihe value of your investment.

LACK OF AUTHORIZED STOCK TO COVER ALL OUTSTANDING OPTIONS, WARMTS AND CONVERTIBLE SECURITIES

As of December 31, 2016he company has outstanding: (i) 26,033,565 shafreemmon stock; (ii) 16,241,133 warrants;)(#,905,433options; and, (iv) preferred

stok that are convertible into 1,800 shares of common stock, resulting in duolly diluted basis, 50,630,138hares of common stock. However, the company
currently has only 50,000,000 shares of common stothoazed by our Articles of Incorporation. If all of the holders of warrants, options, convertible debt and
preferred stock requested to exercise or convert all of the warrants, options, convertible debt and preferred stockbewnablddo accommade 630,13khares of
common stock in those requests. The company could have liability in the future if an option holder, warrant holder, gtoefetiettler or holder of convertible debt
desires to exercise or convert but cannot because we do no¢rawgh unissued common stock available for issuance. However, the following individual or entities
have waived their reservation of common stock underlying options and warrants until such time that the board of dirasttite dedver is not necessas/fallows:
Stephen Sperco and agdd entities 650,000 shares.



SELLING STOCKHOLDERS MAY SELL SECURITIES AT ANY PRICE OR TIME WHICH COULD REDUCE THEARKET PRICE OF OUR COMMON
STOCK

After effectiveness of this prospectus, the Selling Stockholders ffexyamd sell their shares at a price and time determined by them. The timing of sales and the price
at which the shares are sold by the Selling Stockholders could have an adverse effect upon the public market for ounckmmon s

SINCE WE HAVE NOT PAIDANY DIVIDENDS ON OUR COMMON STOCK AND DO NOT INTEND TO DO SO IN THE FUTURE, A PURCHASER OF OUR
COMMON STOCK WILL ONLY REALIZE A GAIN ON HIS INVESTMENT IF THE MARKET PRICE OF OUR COMMONT®CK INCREASES

We have never paid, and do not intend, to pay any dia&tends on our common Stock for the foreseeable future. An investor in this offering, in all likelihood, will
only realize a profit on his investment if the market price of our common stock increases in value.

BECAUSE SHARES OF OUR COMMON STOCK MAY MQSLIKELY TRADE UNDER $5.00 PER SHARE, THE APPLICATION OF THE PENNY STOCK
REGULATION COULD ADVERSELY AFFECT THE MARKET PRICE OF OUR COMMON STOCK AND MAY AFFECT THE ABILITY OF HOLDERS OF
OUR COGMMON STOCK TO SELL THEIR SHARES

Our securities may be consider@genny stock. Penny stocks generally are defined as securities with a price of less than $5.00 per share other¢bhargistenati

on national securities exchanges or quoted on the Nasdag stock market, provided that current price and volatheninfdghmrespect to transactions in such
securities is provided by the exchange or system. Our securities may be subject to penny stock rules that imposeséesijfiautice requirements on broklealers

who sell penny stock securities to persotiger than established customers and accredited investors. For transactions covered by these rules;dibaldirakest
make a special suitability determination for the purchase of penny stock securities and have received the purchasegssentierihe transaction prior to the
purchase. For any transaction involving a penny stock, unless exempt, the penny stock rules require the deliveryepttiandaction, of a disclosure schedule
prescribed by the Commission relating to the penny staukeh The brokedealer also must disclose the sales commissions payable to both thedealkeand the
registered representative and current quotations for the securities. Monthly statements must be sent by-tiealbrotieclosing recent pricefanmation on the
limited market in penny stocks. The penny stock rules may restrict the ability of lokediers to sell our securities and may have the effect of reducing the level of
trading activity of our common stock in the public market.

SHARES ELGIBLE FOR FUTURE SALEMAY ADVERSELY AFFECT THE MARKET

From time to time, certain of our stockholders may be eligible to sell all or some of their shares of restricted comrhpm&ank of ordinary brokerage transactions

in the open market pursuant Rule 144. Any substantial sale of our common stock pursuant to Rule 144 or pursuant to any resale prospectus may thave matel
adverse effect on the market price of our securities.

RISKS RELATED TO OUR CORPORATE GOVERNANCE:

OUR OFFICERS AND DIRECTORS HAW LIMITED LIAB ILITY AND HAVE INDEMNITY RIGHTS

The Nevada Revised Statutes, our Articles of Incorporation and eLaBy provide that we may indemnify our officers and directors against losses or liabilities
which arise in their corporate capacity. Thieeff of these provisions could be to dissuade lawsuits against our officers and directors.



USE OF PROCEEDS

We will pay for the cost of registering the shares of common stock in this offering. We will not receive any proceedsdatenofithe commastock by the Selling
Stockholders. However, we may receive proceeds from the exercise of the options and warrants overlying the commoahts®ciatibias and warrants overlying
the common stock in this offeringere exercisedve will receive proceds in the aggregate amount®&,477000.We will use such proceeds, if received, for general

corporate purposes and working capital.

THE OFFERING

Outstanding Common Stock Before
This Offering

Common Stock Offered

Outstanding Common Stock After
This Offering

Offering Price Of the Common Stock

Proceeds

Risk Factos

SELLING SECURITY HOLDERS

The following table sets forth the name of each Selling Stodkiothe number of shares of common stock offered by each Selling Stockholder, the number of shares

26,033565 shares of common stock are outstanding &saoth 25 2011 including 12,082,285hares of common
stock offered in this prospectus.

A total of 28,727,318hares of common stock, consisting of 12,082,285 shares of conwokmalseady outstanding,
and 16,645,028hares of cmmon stock underlying options and warrants. The options and warrants have not bee
exercised yet.

42,678,59Gshares bcommon stock, if all of the 16,645,02fptions and warrants are exercised. These optod
warrants have exercise prices ranging from $0.0333334 pertsi#&ite® per share, and expire at various times
through the year 2012.

Determined at the time of sale by the selling stockholders.

We will not receive any proceeds from the sale of the common stock offered by the selling stockholders that me
sold pursuant to this prospectus. If all the options and warrants are exercised, we could receive approximately
$5,477000.

The securities offered hereby involve a high degree of risk. See "Summary of Risk Factors" of this prospectus t
making a decision to purchase our stock.

of common stock to be owned by each Selling Stockholder if all shares were to be sold in this offering and the peroantagrarabn stock that will beamed by
each Selling Stockholder if all shares are sold in this the offering. The shares of common stock being offered heirglpyemistbeed to permit public secondary
trading and the Selling Stockholders may offer all, none or a portion of thesgbaresale from time to time.

Shares Owned
After Offering If
All Offered

Percentage Owned

Shares Owned After Offering If All

Before Shares Offered Shares Are Sold Offered Shares Are

Name Of Selling Stockholder (1) Offering For Sale (2) Sold (2)

Manfred Sternbey (3) (a- 818,279) (¢ 2,000) 3,220279 820279 2,400,000 9%
Manfred D. Sternberg & Associates PC (4) (c) 308,594 308,594 - 0%
Five Star Mountain LP (4) (c) 286,995 286,995 - 0%
Manfred Sternberg Jr. Cust For Maggie Sternberg (5) (c) 44,000 44,000 - 0%
Manfred Sternberg Jr. Cust For Max Sternberg (5) (c) 44,000 44,000 - 0%
William Koehler (6) (a- 106,750) (¢ 200,000) (d- 328,367) 2,7%,117 635,117 2,100,000 8%
Albert Koehler (7) (a) 224,050 224,050 - 0%
Albert M. Koehler, Sr. (7) (a76,013) (b- 7,500) (c- 4,630) 88,143 88,143 - 0%
Robert Davis (8) (a) 35,023 35,023 - 0%
Madred Partners Ltd (9) (c) 874,205 874,205 - 0%
Altitude Partners (9) (a) 500,000 500,000 - 0%
MPH ProductionCompany Inc. (9) (c) 40,000 40,000 - 0%
Catherine Margaret Davis (10) (c) 110,000 110,000 - 0%
Virginia Harper Davis (10) (c) 110,000 110,000 - 0%
Sarah Beth Davis (3qc) 110,000 110,000 - 0%
SAI Corporation (11) (& 9,770,250) (b 50,000) 15,670,50 9,820,50 5,850,000 22%
A. T. Sperco (12) (a) 25,000 25,000 - 0%
Charles E. Leibold (13) (b) 850,000 600,000 250,000 1%
Larry Walker (14) (b- 340,000) (d- 24,836) 614,836 364,836 250,000 1%
David A. Draper (15) (b) 237,503 237,503 - 0%
Don Corley (16) (b) 15,750 15,750 - 0%
Gilbert Gertner (1y(b) 300,000 300,000 - 0%



Shares Owned

After Offering If Percentage Owned
Shares Owned All Offered After Offering If All
Before Shares Offered Shaes Are Sold Offered Shares Are

Name Of Selling Stockholder (1) Offering For Sale (2) Sold (2)

The Chase Family Trust (18) (a423,041) (¢ 300,00) 921,041 723041 198,000 1%
Andrew Patrick Chase (19c) 126350 126,350 - 0%
Samuel M. Chase, Il (39c) 126350 126,350 - 0%
Gregory J. MiceK20) (a- 606,750) 606,750 606,750 - 0%
John J. Micek, Jr. (3X(a) 453,375 453,375 - 0%
Anna LouiseMicek (21) (a) 303,375 303,375 - 0%
Laura Micek & Shun Kwong (91(a) 100,000 100,000 - 0%
Reece & Jenny Micek (21a) 50,000 50,000 - 0%
Jeff Olexa (22 (c) 330,045 330,045 - 0%
Dale Geary (2B(a) 275,000 25,000 250,000 1%
John Geary (24(a) 25,000 25,000 - 0%
Dorothy T. Nicholson d/b/a Nicholson Interests (a) 625,281 625,281 - 0%
Icon Capital Partners, LP (a) 608,100 608,100 - 0%
David Ray Bartula (a) 706,750 506,750 200,000 1%
L. Cullen and Patricia A. Moore (a) 506,750 506,750 - 0%
Jean & Amy Frizzella) 506,750 506,750 - 0%
The Nutmeg Group LLC (a) 456,075 456,075 - 0%
George Speaks (c) 422,825 422,825 - 0%
The Styles Company (c) 375,000 375,000 - 0%
Lee W. Slade (a) 192,641 192,641 - 0%
Martin Ostroff (a) 312,641 312,641 - 0%
John E. Kemper (a) 304,050 304,050 - 0%
Olympia LLC (a) 304,050 304,050 - 0%
Katmas Investments GP Inc. d/b/a Wallstreet Texas (a) 304,050 304,050 - 0%
Alex Bitoun (b- 114,250) (¢ 161,904) 276,154 276,154 - 0%
Lynne Randall (b 89,250) (d- 160,968) 250,218 250218 - 0%
Herbert Arnold Duke (c) 127,463 127,463 - 0%
Joseph P. Gutkowski (a) 160,000 80,000 80,000 0%
Dana Kirkpatrick (b) 213,250 213,250 - 0%
David Schuller (a) 202,700 202,700 - 0%
Lewis Opportunity Fund (a) 100,000 100,000 - 0%
Platinum Partners (c) 200,000 200,000 - 0%
Diablo Consultants (c) 99,000 99,000 - 0%
Michael McDonald (b) 10,000 10,000 - 0%
Eric Kelly (d) 166,277 166,277 - 0%
Barry Goldstein (c) 84,976 84,976 - 0%
Glenn Murer (c) 84,976 84,976 - 0%
Chad Follmer (a) 152,025 152,025 - 0%
David D. Wood (a) 152,025 152,025 - 0%
Joe Koshy (a) 152,025 152,025 - 0%
Teddy Aven (a) 152,025 152,025 - 0%
Mark Krakowski (c) 108,488 108,488 - 0%
Reginald Wells (b 119,800) (d- 15856) 135,656 135,656 - 0%
Bruno Loviat (b-90,000) (d- 28,063) 118,063 118,063 - 0%
Teddy& Frances Aven (a) 56,250 56,250 - 0%
Roberto MoraRamos (d) 106,012 106,012 - 0%
John R. Werner (a) 101,350 101,350 - 0%
Lisa Thompson (a) 101,350 101,350 - 0%
Raymond A. Bartula (a) 141,350 101,350 40,000 0%
George T. Sharp (c) 100,000 100,000 - 0%
Joseph Noel (c) 100,000 100,000 - 0%
Joe B. Wolfe (27) (c) 42,488 42488 - 0%
Bernie Milligan (b) 90,835 90,835 - 0%
Christopher Hett (c) 42,488 42,488 - 0%
F&J Partnership (c) 42,488 42,488 - 0%
Frederick Wedell (c) 42,488 42,488 - 0%
James R. Echols Sr (c) 42,488 42,488 - 0%
John O'Shea (27) (c) 42,488 42,488 - 0%
Operation Dogbone (c) 42,488 42,488 - 0%
W. Cobb Hazelrig (c) 42,488 42,488 - 0%



Shares Owned

After Offering If Percentage Owned

Shares Owned All Offered After Offering If All

Before Shares Offered Shares Are Sold Offered Shares Are
Name Of Selling Stockholder (1) Offering For Sale 2) Sold (2)
Wayne O'Neill (a) 48,161 48,161 - 0%
Jimmy Riggle (b) 63,750 63,750 - 0%
Richard Louise (27) (c) 7,082 7,082 - 0%
Charks Christopher Caldwell (a) 32,107 32,107 - 0%
Darren Bartula (a) 70,675 50,675 20,000 0%
Elissa & Clay McCollor (a) 50,000 50,000 - 0%
Thomas Buehler (c) 25,000 25,000 - 0%
Leah Fearmonti (b) 55,000 50,000 5,000 0%
Lisa AndersorWilliams (b) 50,000 50,000 - 0%
Richard Hasenmyer (b38,250) (d- 10,757) 49,007 49,007 - 0%
William Pritchard (c) 21,244 21,244 - 0%
Randall W. Heinrich (c) 34,000 34,000 - 0%
Marc Bitoun (d) 33,488 33,488 - 0%
Andy Martin (25) (c) 32,400 32,400 - 0%
Jeff Casinger (b 25,913) (¢ 6,334) 32,247 32,247 - 0%
Sherri Poole (a) 25,000 25,000 - 0%
Albert F Vickers (d) 18,708 18,708 - 0%
Adam Cabibi (26) (c) 17,850 17,850 - 0%
Miranda Weaver (b) 14,500 14,500 - 0%
Teton Investment Partners LLC (25) (c) 14,000 14,000 - 0%
Paul J. Alar (26) (c) 14,000 14,000 - 0%
Hilda Sepulveda (b) 10,500 10,500 - 0%
Larry King (b) 9,750 9,750 - 0%
Mike Bumgardner (d) 10,991 10,991 - 0%
Brushard Higgins (b) 8,250 8,250 - 0%
Brian Smith (b) 8,250 8,250 - 0%
Rodney Shelton (b) 6,500 6,500 - 0%
Deborah Dixon (b) 6,000 6,000 - 0%
Barbara Fullerton (b) 5,700 5,700 - 0%
Joe Singleton (b) 5,500 5,500 - 0%
Anita Marin (b) 5,250 5,250 - 0%
Louis Vetrano (d) 4,677 4,677 - 0%
Jason Lussier (b) 4,500 4,500 - 0%
Donantonio Williams (b) 4,250 4,250 - 0%
Nate Lewis (b) 4,000 4,000 - 0%
Bryan Emerson (26) (c) 3,600 3,600 - 0%
Angela ClareAllen (b) 3,250 3,250 - 0%
Shelly Rhoden (b) 3,250 3,250 - 0%
MidSouth Capital Inc. (25) (c) 3,150 3,150 - 0%
Robby Delmenhorst (b) 3,000 3,000 - 0%
Kevin Gibbons (d) 1,637 1,637 - 0%
James Story (d) 1,546 1,546 - 0%
Al Miranda (d) 87 87 - 0%
Ronald Stark (d) 87 87 - 0%

40,370,310 28,727,310 11,643,000




(1) To the best of our knowledge, no Selling Stockholder has a short position in our common stock. To the best of ogeknovBeding Stockholder that is eneficial owner of any of these shares
is a brokerdealer or an affiliate of a brokelealer, except for Westminster Securities Corporation, John O'Shea, Richard Low§e|fépPaul Alar, Andy Martin, Teton Investment Partners LLC,
Adam Cabibi, Bryan Eerson and MidSoutBapital Inc. See footnotes # 25, 26 andtcept as set forth below, no Selling Stockholder has held any position or office, or has had any material
relationship with us or any of our affiliates within the past three years. Inchielé®irs, successors and assigns of the Selling Stockholders. Upon notification to us from a Selling Stockholder tt
is an heir, successor or assign, we will file a prospectus supplement to provide information about such heir, suce@gsor or as

(2) Assumes no sales are transacted by the Selling Stockholder during the offering period other than in this offeriplgzabihe percentage of ownership is based on 26,033,565 shares of our col
stock outstanding as of March 28011plus the addional shares that the selling stockholder is deemed to beneficially own. Any percentage less than one percent is'i@ported as

(3) Manfred Sternberg was formerbyur ChiefStrategy Officer and director

(4) These entities are either owned ortoolfed by Manfred Sternberg who wismerly our Chief Strategy Officer and director
(5) These persons are relatives of Manfred Sternbbogwasformerly our Chief Strategy Officer and director.

(6) William Koehler was formerlpur President, COOral director

(7) These persons arelatives of William Koehler who was formerbur President, COO and director.

(8) Robert Davis was formerly one of our directors.

(9) These entities are either owned or controlled by Robert Davis who was foamerbf our directors.

(10) These persons are relatives of Robert Davis who was formerly one of our directors.

(11) This entity is either owned or controlled by Stephen J. Sperco our CEO, President and one of our directors.

(12) This person is eelative of Stephen J. Sperco our CEO, President and one of our directors.

(13) Charles E. Leibold is our CFO, Senior Vice President and one of our directors.

(14) Larry Walker was formerly President of our subsidiary, Trilliant Technology Group, Inc

(15) David A. Draper was formerly our Senior Vice President of Business Development and Strategy.

(16) Don Corley was formerly Vice President of our Division Sales.

(17) Gilbert Gertner was formerly one of our directors

(18) The Chase Familyrust is controlled by the spouse of Samuel M. Chase, Jr. who was affiliated with Masynda Corporation, which was forfinartgialadvisor.

(19) These persons are relatives of Samuel M. Chase, Jr. who was affiliated with Masynda Corporatiomasvfaamerly our financial advisor.

(20) Gregory J. Micek was formerly our CFO.

(21) These persons are relatives of Gregory Micek who was formerly our CFO.

(22) Jeff Olexa was formerly our Chief Technology Officer and formerly one of our disector
(23) Dale Geary was formerly one of our directors.

(24) This person is a relative of Dale Geary who was formerly one of our directors.

(25) These brokedealers are selling shareholders who received these securities as underwriting compensation

(26) These selling shareholders are affiliates of bralealers. These persons represent that (1) they purchased these securities in the ordinary course of business; &int (&) paittiease of the
securities we are registering for resale,sbler had no agreements or understanding, directly or indirectly, with any person, to distribute the securities.

(27) These affiliates of brokedealers received the securities as underwriters.

(a) Shares and warrants issued for investmeptivate placement offerings.

(b) Options issued as compensation.
(c) Shares and warrants issued primarily as a result of the company borrowing funds, payment for services renderedematdtlss.

(d) Shares issued for acquisitiohTrilliant Corporation assets.



PLAN OF DISTRIBUTION
The Selling Stockholders (of record ownership and of beneficial ownership) and any of their pledges, assignees, argistintaestimay, from time to time, sell
any or all of theirshares of common stock on any stock exchange, market, or trading facility on which the shares are traded or in pritiatestrihese sales may
be at fixed or negotiated prices. The Selling Stockholders are not required to sell any shares initigisTdféze is no assurance that the Selling Stockholders will sell
any or all of the common stock in this offering. The Selling Stockholders may use any one or more of the following methedimdhshares:

- Ordinary brokerage transactions and tearions in which the broketealer solicits purchasers.

- Block trades in which the brokelealer will attempt to sell the shares as agent but may position and resell a portion of the block as principal to f
the transaction.

- Purchases ba brokerdealer as principal and resale by the bralesaler for its own account.
- An exchange distribution following the rules of the applicable exchange.
- Privately negotiated transactions.
- Short sales or sales of shares not previoustyeal by the seller.
- An agreement between a broldealer and a Selling Stockholder to sell a specified number of such shares at a stipulated price per share.
- A combination of any such methods of sale.
- Any other lawful method.
The Sellig Stockholder may also engage in:
- Short selling against the box, which is making a short sale when the seller already owns the shares.
- Buying puts, which is a contract whereby the person buying the contract may sell shares at a specified ppieeifisd date.
- Selling calls, which is a contract giving the person buying the contract the right to buy shares at a specified prezsfieg alate.
- Selling under Rule 144 under the Securities Act, if available, rather than undeoteqius.
- Other transactions in our securities or in derivatives of our securities and the subsequent sale or delivery of shstaskthotHer.

- Pledging shares to their brokers under the margin provisions of customer agreementdinf§ &®ekholder defaults on a margin loan, the brok
may, from time to time, offer and sell the pledged shares.
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Brokerdealers engaged by the Selling Stockholders may arrange for other lifelilns to participate in sales. Brokiealers may recee commissions or discounts
from the Selling Stockholder in amounts to be negotiated. If any bdsader acts as agent for the purchaser of shares, the-beder may receive commission
from the purchaser in amounts to be negotiated. We do nottekpee commissions and discounts to exceed what is customary in the types of transactions involved.

The Selling Stockholders and any broklealers or agents that are involved in selling the shares may be considered to be "underwriters" within tjeofnianin
Securities Act for such sales. An underwriter is a person who has purchased shares from an issuer with a view towainis ttistsbares to the public. In such event,
any commissions received by such bre#tealers or agents and any profit the resale of the shares purchased by them may be considered to be underwriting
commissions or discounts under the Securities Act.

We are required to pay all fees and expenses incident to the registration of the shares in this offering. Howevermptweawiiny commissions or any other fees in
connection with the resale of the common stock in this offering.

If we are notified by a Selling Stockholder that they have a material arrangement with ade@lkerfor the resale of the common stock, thenmwuld be required to
amend the Registration Statement of which this prospectus is a part, and file a prospectus supplement to describerttsetegwesnehe Selling Stockholder and the
brokerdealer.

DESCRIPTION OF SECURITIE$O BE REGISTERED
COMMON STOCK

The holders of shares of our common stock are entitled to one vote per share on each matter submitted to a vote afstbelhalderequired to go into liquidation,
holders of common stock are entitled to share ratably in the distriboftiassets remaining after payment of liabilities and preferred stock. Holders of common stock
have no cumulative voting rights. Holders of common stock have no preemptive rights. Holders of common stock are divitledd® as declared by the board of
directors out of funds legally available. The outstanding common stock is validly issued sasbassable.

As of March 25 2011 we had26,033565 shares outstanding of whi@2,240,901shares were restricted shar&l.22,240,90Testrictedshares & more than one year
old and may be sold pursuant to Rule 144.

PREFERRED STOCK

In June 2007 Bluegate's board of directors approved the issuance of 48 shares of Series C voting convestielenmaivie preferred stock with a par value of $0.001
per shae and a liquidation value of $12,500 per share. Each share of Series C convertible preferred stock may be convepédnaifttreshareholder, into 25,000
shares of common stock or a total of 1,200,000 shares of common stock. Each share ofl ptefekrkas 15 times the number of votes its conversioivalent
number of shares of common stock, or 375,000 votes per share of preferred stock. The 48 shares of preferred stock agyrenateof 18 million votes.

Effective June 28, 2007, weld 8 shares of Series C preferred stock for $100,000 in cash to SAI Corporation ("SAIC"), a corporation controlled ySB&phe
("Sperco”). We also granted to SAIC warrants to purchase up to 1,000,000 shares of our common stock at an exef@i6€el@riper share expiring in June 2012. On

the same day we sold 40 shares of Series C preferred stock for $500,000 in cash to Sperco. We also granted to Spepwrenasesup to 5,000,000 shares of

our common stock at an exercise price of $0.&7 ghare expiring in June 201B.l uegat eds net tangible book value (o
investment in the preferred stock by Mr. Sperco and SAI Corporation on June 28, 2007. After the $600,000 cash investesemiagdhat Mr. gerco and SAl
Corporation converted all of the 48 shares of preferred stock into 1,200,000 shares of common stock and exercised,2000@&Fewarrants at $0.17 per share
resulting in $1,020, 000 proceeds e/(deficih par shgra woald hal Ibeee gpduted t $OMLESpercd is ougCED| e b
Presidentand a directorOn February 14, 2008, we finalized and consummated a transaction with a deemed effective date of February 1, 2008 wsserethy we
9,150,000 sharesf stock for the conversion of related party debts of directors totaling $305,000. The conversion and purchase prieewzer $04£333334. The
excess of the fair value of the stock over the debt converted and shares purchased totaled $518,500candiedass compensation expense. The following
individuals or related entities converted debt and received the following shares: (i) Stephen Bipectar, CEO and Presidentreceived 3,000,000 shares; (i) SAI
Corporation, an entity controlled by StephSperco, received 1,500,000 shares; (iii) Manfred Sternfmerger DirectorChief Strategy Officer, received 2,400,000
shares; (iv) William Koehlefformer DirectorPresident, received 2,100,000 shares; and, (v) Dale Geamgr Director, received, 15000 sharesAs a result of this
transactioncertain adjustment provisions in these warrant agreements were triggered. Pursuant to the adjustment provisionse thecexefthe previously issued
warrants to purchase 6,000,000 shares of our constoock at $0.17 per share was reduced to $0.0333334 per Abareesult of his purchase of Series C Preferred
Stock described above, ahis previouslyacquired stock, options and warrants, Mr. Spercef@ally owned44% of our common stock withouking into account

the super voting power of the Preferred Stock, and 62% when taking into account the super voting power of the Preferred Stock

INTERESTS OF NAMED EXPERTS
Our consolidated balaacsheetsas of December 31, 2010 and 200® the consdliated statements of operations, stockholders' deficit, and cash flows, for the two

years then ended, have been included in thistragon statement on Form1Sof which this prospectus forms a part, inarte on the report of MALONEBAILEY,
LLP, an Indpendent Registered Public Accounting Firm, given on the authority of that firm as experts in auditing and accounting.
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DESCRIPTION OF BUSINESS
INTRODUCTION

Bluegate Corporation consists of the networking service (carrier/circuit) business that protédest iconnectivity to corporate clients on a subscription basis;
essentially operating as a value added provider

I'n the Comp&pny@wse Fefmr 1060 ourselves as "Bluegate", " We", " U sn"give effetthoeour Co m
20:1 reverse stock split which occurred in 2004. In 2004, we took corporate action to increase the number of our ah#teszsfdcommon stock to be 50,000,000
shares of common stock.

Our executive offices are located at: Blueg&orporation, 701 North Post Oak Road, Suite 600, Houston, Texas 77024, tel. voi6861180, fax: 713682-7402.
Our Web site is www.bluegate.com.

Our growth is dependent on attaining profit from our operations and our raising capital throude tifessack or debtThere is no assurance that we will be able to
raise any equity financing or sell any of our products at a profit.

Our functional currency is the U.8ollar. Our independent registered public accounting fssued a going concernugification intheir report dated March 14, 2011
which raises substantial doubt about our ability to continue as a going concern. Our stock is traded on thedQe&ing symbol is "BGAT."

CORPORATE HISTORY

In 1996, Congress passed the Health fasce Portability and Accountability Act ("HIPAA"). Two of the many features of HIPAA were a mandate that the healthcare
industry move toward using electronic communication technology to streamline and reduce the cost of healthcare, andemtréoptinealthcare providers treat
virtually all healthcare information as confidential, especially when electronically transmitted.

In 2001, Mr. Manfred Sternberg acquired effective control of the company and during 2002 and 2003 under his leadesshgaritheocnmenced development and
completion of the necessary systems to offer integrated HIPAA compliant Medical Grade Network® to the health care canpridg electronic systems required
by increasing U.S. public policy mandates to accelerate the nemteémsecure electronic health records.

In 2003, a minority amount of our revenue was related to our HIPAA busieg604, a majority of our revenue was related to our HIPAA business. In 2005, all of our
revenues were related to our health care senviodel.

In 2004, to accelerate our movement into the electronic health record business, we sold our Internet Service Providast@i8& pase effective June 21, 2004 to
concentrate on our health care IT solutions model and its Medical Grade k@&twor

In 2004, we contracted with the largest healthcare system in Texas to provide physicians with Internet bandwidth andeoaritygeetvices using our Medical Grade
Network®.

In March 2005 we acquired substantially all of the assets and assurtad oegoing contractual obligations of TEKMedia Communications, Inc., a company that
provided traditional I' T consulting services, in exchange for 132,000 sha

In September 2005 we acquired substantiall of the assets and assumed certain ongoing contractual obligations of Trilliant Corporation, a company that provide
assessment, design, vendor selection, procurement and project management for large technology initiatives, particelédalihate arena. The acquisition
strengthened Bluegate as a competitor in the technology management industry. The purchase price consisted of $16H@5B &0t drares of Bluegate's common
stock valued at $180,816. The asset sale and purchase agreeowvisfedpfor additional consideration up to 827,160 common shares depending on the acquired
business6é6 revenue through September 2007 and royal ty rpdalyaseordanse withahe asdet sala s
ad purchase agreement, 407,407 shares of Bl uegat eds c o mtombased uponcthe acquarédu e o
businesso6 revenue calculation after the f idrats$83,580evasrissuacind200¥ asaddifichad cosshieratie base f
upon the acquired businessdéd revenue calculation after the second year.

Effective June 28, 2007, we sold 8 shares of Series C Preferred Stock for $100,000 in cash to SAl Corporaticatjencooptrolled by Stephen Spenvho was our
CEOand a DirectorWe also granted to SAI Corporation warrants to purchase up to 1,000,000 shares of our common stock at an exerciselpriperatie
expiring in June 20120n the same day we sol@ 4hares of Series C Preferred Stock for $500,000 in cash to S@péren. We also granted to MBperco warrants

to purchase up to 5,000,000 shares of our common stock at an exercise price of $0.17 per share expiring in Hauvh 20h2e of Preferd Stock is convertible into
25,000 shares of common sto8lach share of Preferred Stock has 15 times the number of votes its conegrsi@aient number of shares of common stock, or
375,000 votes per share of Preferred Stoidke 48 shares of Prefed Stock will have an aggregate of 18 million votéke Preferred Stock votes along with the
common stock on all matters requiring a vote of shareholders and the Preferred Stock is not redeemdble hyaugg at e 6s net t angi brewasboo
($0.13) prior to the investment in the preferred stock by Mr. Sperco and SAI Corporation on June 28, 2007. After the$800i0@Sstment and assuming that Mr.
Sperco and SAIl Corporation converted all of the 48 shares of preferred stocR0@®A0 shares of common stock and exercised all of the 7,200,000 warrants at $0.17
per share resulting in $1,020,000 proceeds to Bl uegrrdueedto®dOl)egat eds net t

As a result of his purase of Series C Preferred Stock described above, and his previously and subsequently acquired stock, options and w8pards, Mr
beneficially owns 44% of our common stock without taking into account the super voting power of the Preferred St@%, whdrbtaking into account the super
voting power of the Preferred StoéBne of the conditions of Mr. Spercob6s purchase of tie Pre

Effective May 31, 2009, Mr. Koehler resigned asdtdent from the company.

Effective July 29, 2009, Charles Leibold became a Director as a result of: (A) the June 12, 2009 written consent of afraajastiareholders; (B) the June 22, 2009
filing of a Preliminary Information Statement; (C) thdyJ8, 2009 filing of a Definitive Information Statement; and, (D) the July 9, 2009 mailing of the Definitive
Information Statement to our shareholders. The Definitive Information Statement had a record date of June 25, 2008ldMentaiis our ChigFinancial Officer

and Principal Accounting Officer.

Effective July 30, 2009, the titles of CEO and President were combined, and Stephen Sperco was appointed President. islousp@EO/President/Director.
Stephen Sperco was appointed Chairman oBtleea r d . The executive officer position of Chief Stra
terminated.

Effective October 27, 2009, Mr. Koehler resigned as Director and effétitaber 28, 2009, Mr. Sternberg and Mr. Gearygresil as Directors.
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In order to preserve common shareholder vadue,0i d bankr upt cy and mi efféctive MozemBer 1 200% Bluegate entered ioto thedollowiogs s
transactions: 1) disposed of cetsrandebusmesdvaaditihecelaninatiGhrofcdriain INkElities @andisting priMasily of))a) farrstsre,
computers and related software and peripherals with a $17,889 book value; b) contracts, agreements, lists of telemphonenaedsf licenses, permiistellectual
properties, registered mark for MGN, and business name of Bluegate-Withet book value; c) eliminated liabilities of $43,607 principally related to customer product
prepays which were assumed by tare emuticthwseohtt ol ISperky, SLéfLChdm SPprpercod ) (i
with payment made by a combination of $100, 000 <cash an dontrllzdoby S9),0plus & netr g i
adjustmento 7, 100 due to Bluegate from Sperco resulting from BdnbehgfaftSpeics forche! | e
period from November 8, 2009 through December gai Tor the2pérfobngl, fazifitiéssteols, abdyresdbinges r «
necessary for Bluegate to support both the MGN and HIMS operations for Sperco for the same period; 2) entered intom Ageematnt and Mutual Release in

Full of all claims with Manfred Sternbeg ( iMS0) (for mer Director/ Corporate Officer), whi ch i n¢
allowances in exchange for repayment of a loan plus accrued interest totaling $44,369 to MS; and 3) entered into A Sgqeeragahand Mutual Release in Full of
all claims with W lliam Koehler (AWKO) (former Dir e cueddrect@ teesmadvehicleallodéntes c e
in exchange for repayment of a loan plus accruedenset t ot aling $44,374 with a direct payment to WKO:
di sposed of certain Trilliant Technology Group, | n softwaee ara pesighesvithaarD-chet books | n e
value; b) lists of telephone and fax numbers and intellectual properties withnat book value) to Trilliant Corporation (an entity controlled by WK) for a cash
payment of $5,000; and 5) disposed of certain Bluegate Healthdare inmat i on Management Systems (fAHI MSo0) ass¢
Contracts, agreements and intellectual properties with aet book value) to SAIC in exchange for a Mutual Release in Full of certain claims and a $1 payment to
SAIC; and 6) obtained a Fairness Opinion dated November 6, 2009 presented by Convergent Capital Appraisers.

Pursuant to the State of Nevada Revised Statutes, which authorizes the taking of action by written consent of the shateboldemeeting, a supmajority of the
voting power of the shareholders of Bluegate gave their consent to the above &c#qis.2010, Bluegate filed definitive Information Statement on Schedule 14C
with the SEC andhailedthenoticeto shareholders.

As a result of thee transactions, Bluegate received $105,000 cash; reduced the secured note payable to SAIC by $100,000; paid off tespeyeddenand accrued
interest of $88,743 to MS and WK; eliminated $56,998 of accrued liabilities to MS and WK; recorded $24234nses (principally legal and professional); removed
the remaining book value of fixed assets of $17,889, eliminated $43,607 of customer liabilities assumed by Sperco agftettieon8263,484 as an increase to
additional paiein capital since t@ effect was treated as related party forgiveness of debt.

On May 22, 2010we sold 10 shares of Series D preferredosc k t o S Al Corporation (ASAI Co) ,bymodifgirgrthe existmg i o n
Promissory Note and Security Agreent as follows: (1) SAIC's waiver of accrued interest of $84,740 for the period from February 1, 2010 through May a8d2010,
(2) SAIC's waiver of any applicable interest payments for the period from May 23, 2010 through December 31, 2010 (estienapett $109,973 without any present
value effect).Each share of Series D convertible preferred stock may be converted, at the option of the shareholder, into 25,0060sai@s stock or a total of
250,000 shares of common stock. Each share ofrpedfstock has 150 times the number of votes its conveesjoivalent number of shares of common stock, or
3,750,000 votes per share of preferred stock. The 10 shares of preferred stock will have an aggregate of 37,500,00@stillierPveferred Stk votes along with

the common stock on all matters requiring a vote of shareholders and the Preferred Stock is not redeemable by us.

In February 2011, SAI C acquired alcdmmonfshaMs issualBigupanthe cosvarsl preferréd, shaeyd a resi of | war I
the purchase of Series D Prefedr Stock described above, and fireviously and subsequently acquired common and preferred stock, options, warrants, and
conversion of certain debt to equi§AIC, a corporation cordlled by Stephen Spercbeneficially owns 44% of our common stock without taking into account the

super voting power of the Preferred stock, and 78% when taking into account the super voting power of the Preferred Stock.

OUR BUSINESS PRIOR TO THE NOVEBER 7, 2009 DISPOSITION OF CERTAIN ASSETS AND BUSINESS

Bluegate provided the nation's only Medical Grade Network® that facilitated physician and clinical integration betweals haspjhysicians in a secure private
environment. As a leader in providi the Healthcare industry outsourced Information Technology (IT) solutions and remote IT management services, Bludgdte provi
hospitals and physicians with a single source solution for all of their clinical integration and IT needs. AdditiongifieBluevided IT, telecommunication,
implementation project management and consulting through its professional services organization.

CONSULTING PRACTICE

Healthcare institutions have very unique requirements not found in a typical commercial enviroBomedealthcare consulting practice worked with medical facilities
and systems on evaluation, procurement and implementation of healthcare related voice, data, video, infrastructuratant dpptice Healthcare environment with
a particular emphasion the deployment of Electronic Medical Record applications. Our IT/Telecommunications consulting practice workagsimdasty verticals
providing evaluation, procurement, and implementation of IT/Telecommunications solutions for our client8pplezations consulting practice provided specific
applications development, enhancement, coding, and integration work for various industry verticals.

OUTSOURCING

Our outsourcing offering included help desk support and Higadperations as well ascquisition and special financing of equipment and services. It also included
provisions for technology refresh, change management, and level of service agreements. Our target market for suatnsetedest Erivat@ractice physicians
whose officestaffs typically lack the inouse technical expertise to support missiotical computer systems and associated hardware. In many cases, these private
practice physicians were affiliated with our larger medical facility clients, creating a logicalatbam for Bluegate to establish and maintain lergn business
relationships.

SYSTEMS INTEGRATION AND MANAGED SECURITY SOLUTIONS

Our systems integration and managed security group enabled secure, -ebR¥hant data communication between hospitalsdicad facilities, and physician
practices from all locations via the services of our Bluegate Medical Gtatieork® - ultimately enhancing patient care. We also provided affordable access to
compatible medicafocused content and applications over a sedUrinfrastructure to improve practice efficiency and service. We extended IT Best Practices to the
edge of the healthcare network ensuring every access point for the physician and healthcare location is as securitedst$ledf.hosp

MARKET OPPORTUNTY IN HEALTHCARE

Electronic data communication networks have vast potential for enhancing the quality of patient care, mitigating theostsohgealthcare, and protecting patient
privacy. To harness this potential, the current administration, il€ssigand administrative agencies are advocating that all physicians get connected to the propose
national health information network (NHIN) system. A NHIN is expected to enable physicians to write electronic preséeigtiprand securely share patien
electronic health records (EHR), including medical images, with other healthcare providers at hospitals, clinics, aml jlujgidian offices.



In order to access and use the NHIN, individual physicians must have the appropriate IT environnegnbtiicts, and the hospitals where they admit patients.
Further, the hospitalsd credentialed physicians must b the necessasy securemeteotronic H |
connectivity behind their firewall, th#ast mile" of connectivity, the figurative distance from the telecommunication provider's switch to an end user (iysit¢i@ph

still presents a major challenge. In addition to being HIRAApliant, the networks also need to be interoperablehateiquires assessing and augmenting physicians'
existing IT equipment and resources. Adequate training and technical support is necessary to ensure the higheswyoksiblailability and security and the ability

to move and manage information bauid forth.

The Administrative Simplification provisions of Title Il of HIPAA require the United States Department of Health and HumieesSe establish national standards
for electronic healthcare transactions and national identifiers for provigesith plans, and employers. It also addresses the security and privacy of health data.
Adopting these standards will improve the efficiency and effectiveness of the nation's Healthcare system by encouragiegpthadwuse of electronic data
interchamge in Healthcare. As the result of increasing pressure for healthcare providers to adopt electronic health record=aklihdatfeeli environment created by
the Stark Law exceptionish er e was an increasi ng de ma nrdmofe managBnhentegdgptofesSianal Mearvisesr ks, t echnoa

OUR BUSINESS SUBSEQUENT TO THE NOVEMBER 7, 2009 DISPOSITION OF CERTAIN ASSETS AND BUSINESS

Bluegate consists of the networking service (carrier/circuit) business that provides internet connectivityréecolipnts on a subscription basissentially operating
as a value added provider

BLUEGATE STRATEGY

Our strategy is to stabilize our internet connectivity business and pursue expansion of our markebfahisidbalthcare industry.

COMPETITION

Most of our competitors have greater financial and other resources than we have, and there is no assurance that VectoviLioeessfully compete.
OUR BUSINESS CUSTOMERS AND VENDORSCONTINUING FOR 2010

Major Customers. During 2010, our topdicustomers accounted for 21% of our service revenue and no single customer accounted for more than 6% of serv
revenue.

Major Vendors. During 2010, our top five vendors accounted for 94% of our purchases and no single vendor accountetidor5@6ref purchases.
EMPLOYEES

As a result of the disposition of certain assets and business, effective January 1, 2010 there are no Bluegate Coployatsn Effective January 1, 2010, Sperco,
LLC commenced providing management, accounting and adratiNst services, as well as, network infrastructure and engineering support to Bluegate as needed i
exchange for space and associated services. Effective July 1, 2010 Bluegate agreed to pay $15,000 monthly to Spethosé s€ridces.

AVAILABLE INF ORMATION ABOUT US

The public may read and copy any materials we fil e wi tfelencé Roem & £00 b Striedt, NE,s
Washington, D.C. 20549, on official business days during the hours of 10:@038® pm. The public may obtain information on the operation of the Public Reference
Room by calling the Commission at8D0-SEG0330. The Commission maintains an Internet site that contains reports, proxy and information statements, and oth
information regarding issuers that file electronically with the Commission at (http://www.sec.gov). Our Internet site is www.ttmegate.

DESCRIPTION OF PROPERTY

We leaseoffice space located at 701 North Post Oak Road, Suite 600, Houston, Texas 77024, tmte-month basis for $4,000 per month.
LEGAL PROCEEDINGS

We are party in the following litigation:

In September 2010, Bluegate Corporation received notice that a prior client of Bluegate, Renaissance Healthcare Sytstiemgh Ithe Chapter 7 Tstee, filed a
summons in an adversary proceeding against Bluegate Corporation while in bankruptcy under the recovery of money/pthpentytfesnsfer clause, attempting to
reach back two years prior to the petition date. The amount in question wd8G6@pecifically four monthly payments Bluegate received from its client in the
ordinary course of business from March 18, 2008 through June 13, 2008), pjudgment and post judgment interest, costs and attorneys fees. On November 19,
2010, an enyr of default was entered. We believed the case was without merit; however, the parties agreed that they believedthieto roatiral best interests to
eliminate further expense of litigation and the inherent risk involved with contested litigatg®itlyg all of their disputed and contested issues. In March 2011, both
parties executed a trusteeds settlement agreement f eexecationtobtheadreemeantyamiden (10) b y
additional equamont hly install ments of $1,000 each. As of December &1¢on20H&, balka
and $30,000 under the caption fAselling, genefopetatomsnd admini strative expen

I'n November 2010, Bl uegate Corporation filed a | awsui €.L. HogaHamisQounty, TexastWeo n i
filed this lawsuit claiming breach of contract for services provided. In Jard@drl, the defendants filed a counterclaim. We believed the counterclaim was without
merit; however, the parties agreed that they believed it to be in their mutual best interests to eliminate further digatsmn aind the inherent risk involved thi
contested litigation by settling all of their disputed and contested issues. In March 2011, all parties to both lawstgts &xempromise settlement agreement and
joint and mutual release with no amounts due to or from any party.
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MARKET PRICEOFAND DI VI DENDS ON THE REGI STRANTREBATEDGSVOORNOLEERMATTERS A N D

Our stock is traded on the OTCBB and our trading symbol is "BGAT." The following table sets forth the quarterly high lsiddokive per share for our common
stock. Theséid and asked price quotations reflect irdealer prices, without retail matip, markdown or commission, and may not represent actual prices. Our
fiscal year ends December 31.

COMMON STOCK PRICE RANGE 2011 2010 200

HIGH LOW HIGH LOW HIGH LOW
First Quarter $0.0500 $0.0050 $0.0250 $0.0030 $0040 $0.008
Second Quarter 0.0200 0.0@5 0.035 0.005
Third Quarter 0.0025 0.0025 0.015 0.010
Fourth Quarter 0.03D 0.0@5 0.035 0.08

COMMON STOCK

OnMarch 25 2011, we had outstanding 26,033,565 shares of Common Stock, $0.001 par value per share
OnMarch 25 2011, the closingoid price ofour stock was $0.007er share.

OnMarch 25 2011 wehad approximately 518hareholders of record.

One of our record stockholders is a nominee located offshore with record ownership (not beneficiaipvafepproximately 5% of our shares of common stock.
Our transfer agent is American Stock Transfer and Trust Company.

We have not paid any cash dividends and we do not expect to declare or pay any cash dividends in the foreseeabletent . aiyayash dividends will depend
upon our future earnings, if any, our financial condition, and other factors as deemed relevant by the Board of Directors.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

Number of securities to be issugplon Weightedaverage exercise price oNumber of securities remaining
exercise of outstanding options, warra  outstanding options, warrants and available for future issuance under
and rights rights equity compensation plans
(excluding securities refited in
column (a))
PLAN CATEGORY: (a) (b) (c)
Equity compensation plans approve
by security holders -8 _ _
Equity compensation plamst
approved by security holders 6,905,443 $ 0.38 1,86731F (1)

(1) These shares are the remaining unissuegshiader our@5 Stock and Stock Optidtlan (the 2005 Plan)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Bluegate Corporation
Houston, Texas

We have audited the accompanng consol i dated balancel sbgat eopf a8l oftagda?e@andite ecfatedBcansdlidatedl O i
statements of operations, changes in stockhol der sd datdtatemants arethedresmomsibility of | o
Bl uegateds management . Our responsibility is to expdtess an opinion on th

We conducted our audits in accordance with standards of the Public Company Acr@uersight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of stetariahtaisThe Company is not required to
have, norwere we engaged to perform, an audit of its internal control over financial reporting. Our audit included consideratgonabfcantrol over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstancefritberurpose of expressing an opinion on the effectiveness of the
Companyds internal control over financial reporting. aAestdasis,cvidenpe supportingthee x
amounts and discloses in the consolidated financial statements. An audit also includes assessing the accounting principles used andesigndiesnmade by
management, as well as evaluating the overall consolidated financial statement presentation. We belieeeiditatprovide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, tHatedrfs@ncial position oBluegate as of
December 31, 2010 and 20@8d the onsolidated results dheir operations andheir cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying consolidated financial statements have been preparech@dbamBluegate will continue as a going concern. As discussed in Note 2 to the
consolidated financial statements, Bluegate has negative working capital and suffered recurring losses from operatiasesvbitistantial doubt about its ability to

con i nue as a going concern. Management 6s pl ans r egar damengs dd notionslee anpadjusamerds a
that might result from the outcome of this uncertainty.

MALONEBAILEY, LLP
www.malonebailey.com
Houston, Texas
March 14, 2011
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BLUEGATE CORPORATION
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, DECEMBERS31,
2010 2009

ASSETS
Current assets:
Cash and cash equivalents $ 10,213 $ 27,084
Accounts rec  eivable, net 5,361 92,469
Prepaid expenses and other 16,862 41,064
Total current assets $ 32,436 $ 160,617
LIABILITIES AND STOCKHOLDERSO6 DEFICIT
Current liabilities:
Accounts payable $ 20,969 $ 37,036
Accounts payable to relate d party 139,092 95,764
Accrued liabilities 52,918 40,693
Note payable to related party 1,200,000 1,200,000
Accrued liabilities to related parties 70,481 73,337
Deferred revenue 11,207 12,142
Derivative liabilities 22,000 25,000
Total current liabilities 1,516,667 1,483,972
Commitments and contingencies - Note 10
Stockhol dersd deficit:
Undesignated preferred stock, $.001 par value, 9,999,942 shares authorized, none
issued and outstanding - -
Series C Convertible Non - Redeemable preferred stock, $.001 par value, 48 shares
authorized, issued and outstanding at December 31, 2010 and 2009; $12,500 per
share liquidation preference ($6 00,000 aggregate liquidation preference at
December 31, 2010 and 2009 ) - -
Series D Convertible Non - Redeemable preferred stock, $.001 par value, 10 and -0-
shares authorized, issued and ou tstanding at December 31, 2010 and 2009,
respectively; $8,725 per share liquidation preference ($87,250 aggregate
liquidation preference at December 31, 2010) - -
Common stock, $.001 par value, 50,000,000 shares authorized, 26,033,565 shares
issued and  outstanding at December 31, 2010 and 2009 26,034 26,034
Additional paid - in capital 22,160,286 22,075,546
Accumulated deficit (23,670,551) (23,424,935)
Tot al stockhol derso6 deficit (1,484,231) (1,323,355)
Total liabilities and stockholde rsé6 deficit $ 32,436 $ 160,617

The accompanying notes are an integral
part of these consolidated financial statements.
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BLUEGATE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31,

2010 2009

Service revenue $ 283,219 $ 351,500
Cost of services 161,768 206,661
Gross profit 121,451 144,839
Selling, general and administrative expenses 285,581 208,220
Compensation expense - 13,527
Loss from operations (164 ,130) (76,908)
Interest expense (84,486) (189,692)
Gain on derivative financial instruments 3,000 59,000
Net loss from continuing operations (245,616) (207,600)
Loss from discontinued operations - (112,182)
Net loss $ (245,616) $ (319,782)
Basic and diluted earnings income (loss) per share

Continuing operations $ (0.01) $ (0.01)
Discontinued operations - (0.00)
Net loss (0.01) (0.01)
Basic and diluted weighted average shares outstanding 26,03 3,565 26,033,565

The accompanying notes are an integral
part of these consolidated financial statements.
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Balance at December 31, 2008

Cumulative effect of change in
accounting principle - January
1, 2009 reclassification of

embedded feature of equity -
linked financial instruments to
derivative liabilities

Effect of disposition of certain
assets and business treated as
related parties forgiveness of
debt

Contribution of capital for

employee services a nd resources

Common stock options issued for
employee services

Net loss

Balance at December 31, 2009
Preferred stock issued for
accrued interest on related

party promissory note

Net loss

Balance at December 31, 2010

BLUEGATE CORPORATION
CONSOLIDATED STATEMENT OF STOCKHOLDERS' DEFICIT
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

PREFERRED STOCK ADDITIONAL
COMMON STOCK SERIES C SERIES D PAID- IN ACCUMULATED
SHARES CAPITAL SHARES CAPITAL SHARES CAPITAL CAPITAL DEFICIT TOTAL
26,033,565 $ 26,034 8 3 - - s - s 26,240,785 $  (27,621,153) $  (1,354,334)
(4,600,000) 4,516,000 (84,000)
263,484 263,484
169,000 169,000
2,277 2,277
(319,782) (319,782)
26,0335 65 26,034 48 - - - 22,075,546 (23,424,935) (1,323,355)
. . 10 - 84,740 84,740
(245,616) (245,616)
26,033,565 $ 26,034 8 - 0 3 -3 22,160,286 $ (23,670,551 $ (1,484,231

The accompanying notes are an integral
part of these consolidated financial staents.
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BLUEGATE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

2010 2009
Cash flows from operating activities:
Net loss $ (245,616) $ (319,782)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization - 26,492
Common stock options issued for employee services - 2,277
Derivative gain (3,000) (59,000)
Gain on settlement of accounts payable - (54,695)
Amortization of debt issuance cost - 20,000
Changes in operating assets and liabilities:
Accounts receivable 87,108 410,166
Prepaid expenses and other current assets 24,202 (18,566)
Accounts payable and accrued liabilities (3,842) (249,748)
Accounts payable to related party 43,328 85,014
Accrued liabilities to related parties 81,884 (28,656)
Deferred revenue (935) (162,958)
Net cash used in operating activities (16,871) (349,456)
Cash flows from investing activit ies:
Proceeds from sale of fixed assets - 105,000
Net cash provided by investing activities - 105,000
Cash flows from financing activities:
Proceeds from related party short term debt - 180,000
Payments on related party short term debt - (88,743)
Contribution of capital for employee services and resources - 169,000
Net cash provided by financing activities - 260,257
Net increase (decrease) in cash and cash equivalents (16,871) 15,801
Cash and cash equivalents at beginning of period 27,084 11,283
Cash and cash equivalents at end of period $ 10,213 $ 27,084
Non Cash Transactions:
Preferred stock issued for accrued interest on related party promissory note $ 84,740 $ -
Effect of disposition of certain assets and business treated as related parties
forgiveness of debt - 263,484
Derivative liability at January 1, 2009 - 84,000
Supplemental information:
Cash paid for interest - 183,056

Cash pai d for income taxes

The accompanying notes are an integral
part of these consolidated financial statements.
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Bluegate Corporatiomi(B| ue gtah @ 0fiGompany") is a Nevada Corporation that consi sdts of
connectivity to corporate clients on a subscription basis; essentially operatingaes added provider

The Company was originally incorporated as Solis Communications, Inc. on July 23, 2001 and adopted a nante Cmesgent Communications Inc.
upon completion of a reverse acquisition of Berens Industries, 18604 we changed our name to Bluegate Corporation.

Following is a summary of the Company's significant accounting policies:

SIGNIFICANT ESTIMATES

The preparation of consolidated financial statements in conformity with accounting principlesllygeaecapted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilitiesraraf dstiogient assets and liabilities at
the dates of the conatdited financial statements and the reported amounts of revenues and expenses during the periods. Actual resigisroonld d
estimates making it reasonably possible that a change in the estimates could occur in the near term.

PRINCIPLES OF CONGLIDATION

The consolidated financial statements include the accounts of the Company and its 100% owned subsidiary, Trilliant T&ronplodiyc.,(TTG) after
elimination of all significant intecompany accounts and transactiofisG was dissolved oneptember 28, 2010.

RECLASSIFICATIONS

Certain prior year amounts have been reclassified to conform to the current year presentation

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid skherm investments with an original maturigf three months or less when purchased, to be cash equivalents.

ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBTFUL ACCOUNTS

Accounts receivable are amounts due on sales, are unsecured and are carried at their estimated collectible amoumgne@adigittisended on a shoerm

basis; thus accounts receivable do not bear interest although a finance charge may be applied to such receivablegettfarathirtyodays past due. Accounts
receivable are periodically evaluated for collectibiligsbd on past credit history with clients. Provisions for losses on accounts receivable are determined on tt
basis of loss experience, known and inherent risk in the account balance and current economic conditions. Accountsaareceiaigleured. IneBruary 2008,

as a result of the transaction described in footnotenétes payablé¢o related partyand footnote 8 st ockhol dersé6 deficit, as
consideration for SAI Corpor at i on 6 sany th&@mgaay)grarteg ISRI@ amseautity intevest lindts aksets asnmbre
specifically detailed in the Promissory Note and Security Agreement.

PROPERTY AND EQUIPMENT

Property and equipment is recorded at cost and depreciated on thelsieighthod over the estimated useful lives of the various classes of depreciable
property as follows:

Furniture and equipment 5-7 years
Telecommunications networks 5 years
Computer equipment 3 years

Expenditures for normal repairs and maintenanceclaeged to expense as incurred. The cost and related accumulated depreciation of assets sold or otherw
disposed of are removed from the accounts, and any gain or loss is included in operations.

INCOME TAXES
The Company uses the liability method ofaanting for income taxes. Under this method, deferred income taxes are recorded to reflect the tax consequen
on future years of temporary differences between the tax basis of assets and liabilities and their financial apeanatelathe Company provides a

valuation allowance to reduce deferred tax assets to their net realizable value.
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS, CONTINUED

STOCK-BASED COMPENSATION

ASC 718 1@ Acc ount-Baseg Cédmpensatdin” estaklished financial accounting and reporting standards fbastatlkemployee compensation plans. It
defines a fair value based method of accounting for an employee stock option or similar equity instrument. In Janudueg@g6mplementecASC 718 and
accordingly, Bluegate accounts for compensation cost for stock option plans in accordad&@Gninh3

Bluegate accounts for share based payments temmioyees in accordance wi#8C 50550 Ac count i ng f o r Isskeq toiNosmployaes for u me
Acquiring, or in Conjunction with Selling, Goods or Serviceso.

EMBEDDED CONVERSION FEATURES

Bluegate evaluates embedded conversion features within convertible debt and convertible preferred st8SCudtigi5 to determme whether the embedded
conversion feature should be bifurcated from the host instrument and accounted for as a derivative at fair value with fiamgkse recorded in earnings. If
the conversion feature does not require derivative treatment ASd281515, the instrument is evaluated unde8C 47020 andASC 470620 for consideration
of any beneficial conversion feature.

DERIVATIVE FINANCIAL INSTRUMENTS

Bluegate does not use derivative instruments to hedge exposures to cash flow, marlegnocdarency risks. Bluegate evaluates all of it financial instruments to
determine if such instruments are derivatives or contain features that qualify as embedded derivatives. For dericiiMasinaments that are accounted for as
liabilities, the derivative instrument is initially recorded at its fair value and is thealved at each reporting date, with changes in the fair value reported as
charges or credits to income. For optlmsed derivative financial instruments, Bluegate use8lkhek-Scholes optiofpricing model to value the derivative
instruments at inception and subsequent valuation dates. The classification of derivative instruments, including whétkeusigtis should be recorded as
liabilities or as equity, is rassesed at the end of each reporting period. Derivative instrument liabilities are classified in the balance sheet ascurcemtent
based on whether or not reish settlement of the derivative instrument could be required within 12 months ofiheetsiieet date.

FAIR VALUE MEASUREMENTS

In September 2006, the FASB issued ASC 820 which defines fair value, establishes a framework for measuring fair vglaedardissiosures about fair value
measurements.

As defined in ASC 820, fair value ithe price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between mark
participants at the measurement date (exit price). The Company utilizes market data or assumptions that market paotitdpesgsirwpricing the asset or
liability, including assumptions about risk and the risks inherent in the inputs to the valuation technique. These inpeitseadily observable, market
corroborated, or generally unobservable. The Company classifies faér vallances based on the observability of those inputs. ASC 820 establishes a fair value
hierarchy that prioritizes the inputs used to measure fair value. The hierarchy gives the highest priority to unadjedtpdagsoin active markets for identical
assets or liabilities (level 1 measurement) and the lowest priority to unobservable inputs (level 3 measurement).

The three levels of the fair value hierarchy defined by ASC 820 are as follows:

Level 17 Quoted prices are available in active marketsdentical assets or liabilities as of the reporting date. Active markets are those in which transactions fol
the asset or liability occur in sufficient frequency and volume to provide pricing information on an ongoing basis. Liéwelrily gonsists of faancial
instruments such as exchartgeded derivatives, marketable securities and listed equities.

Level 21 Pricing inputs are other than quoted prices in active markets included in level 1, which are either directly or indiezetiplebas of theeported date.
Level 2 includes those financial instruments that are valued using models or other valuation methodologies. These prodatdyanedustrystandard models
that consider various assumptions, including quoted forward prices for commdditesalue, volatility factors, and current market and contractual prices for the
underlying instruments, as well as other relevant economic measures. Substantially all of these assumptions are oltiserm@leetplace throughout the full
term of ttke instrument, can be derived from observable data or are supported by observable levels at which transactions are thequtetteiplace.
Instruments in this category generally include+eanhangéraded derivatives such as commodity swaps, integigsiswaps, optionsvarrantsand collars.

Level 31 Pricing inputs include significant inputs that are generally less observable from objective sources. These inputs mayithentesthlly developed
met hodol ogi es t hat r énsatebfffairvame. management 6s best es

The following table sets forth by 1l evel wi t hi n t heere aacountedvia htdae value as ofa r
DecembeB1, 20 and 2009As required byASC 82Q financial assetsral liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. The Co nupaeasuEmentaessressudgment)and o f

may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.

DecembeB31, 2010

Level 1 Level 2 Level 3 Total
Embedded derivatives o] $ 22,000 o] $ 22,000
December31, 2009
Level 1 Level 2 Level3 Total
Embedded derivatives o] $ 25000 o) $ 25,000

The derivatives listed above are carried at fair value. The fair value amounts in current period earnings associated aviththe negivatises bsulted from
Level 2 fair value methodologies; that is, the Company is able to value the assets and liabilities based on observatidg¢aniarlsgilar instruments. This
observable data includes the quoted market prices and estimatelityédators.
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REVENUE RECOGNITION

Revenue is recognized when persuasive evidence of an arrangement exists, delivery has occurred or services have hées pendeassiiked or determinable,
and collectability is reasonably assured.

Revenues recognized based upon contractually determined monthly service charges to individual customers. Some services adv#itaand, accordingly,
revenues are deferred until the period in which the servieepravided. At December 31, 2010 and 2086ferred service revenue wasl®D7 and $12,142
respectively.

LOSS PER SHARE

Basic and diluted net loss per share is computed on the basis of the weighted average number of shares ofaooutstansting during each period.
Potentially diutive optionsthat were outstanding during 20Hhd 20@ were not considered in the calculation of diluted earnings per share because the
Company's net loss rendered their impact-dihtive. Accordingly, basic and diluted losses per share wdentical for he years ended December 31, 2010
and 2009

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

The Company does not expect any recent accounting pronouncements to have a material impact to its financial positiohoperasions.

2. GOING CONCERN CONSIDERATIONS

During 2010and 200, the Company was unable to generate cash flows sufficient to support its operations and has been dependent on debtiard &quit
qualified individual investors. The Company experienced negative fadaesults as follows:

2010 200
Net loss $ (245,616 $ (319,782
Negative cash flow from operations (16,879 (349,456
Negative working capital (1,484,23) (1,323,35%
Stockhol dersoé deficit (1,484,23}) (1,323,355%

These factors raise ssfntial doubt about our ability to continue as a going concern.cdmsolidatedinancial statements contained herein do not include any
adjustments relating to the recoverability and classification of recorded asset amounts or amounts and alesElfatatities that might be necessary should we
be unable to continue in existence. Our ability to continue as a going concern is dependent upon our ability to gisieratessif flows to meet our obligations

on a timely basis, to obtain additarfinancing as may be required, and ultimately to attain profitable operations. However, there is no assuranceathat profit
operations or sufficient cash flows will occur in the future.

We have supported current operations by: (1) raising additopeahting cash through the private sale of our preferred and common stock, (2) selling convertible
debt and common stock to certain key stockholders, (3) issuing stock and options as compensation to certain employdas andletenf cash paymentadh
(4) disposing of certain assets and business (see footnote 3).

These steps have provided us with the cash flows to continue our business, but have not resulted in significant impravenfis@ncial position. We are
considering alternatives to a@ds our cash flow situation that include:

e  Raising capital through additional sale of our common stock and/or debt securities

. Reducing cash operating expenses to levels that are in line with current revenues.

These alternatives could result in substamifition of existing stockholders. There can be no assurance that our current financial position can be improved, th
we can raise additional working capital or that we can achieve positive cash flows from operations. -Gmlanability as a goingancern is dependent upon

the following:

e Our ability to locate sources of debt or equity funding to meet current commitments atermefuture requirements.

e Our ability to achieve profitability and ultimately generate sufficient cash flow from operatisastain our continuing operations.
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3.DISPOSITION OF CERTAIN ASSETS AND BUSINESS

In order to preserve common shareholder vadug,0i d bankruptcy and mi,efiectite Nevenibér 07,e2002,tBRiégate emtargdaritonttee |
folowi ng transactions: 1) disposed of certain Medical G r abilities (cbhsigting gnimarily( i M
of: a) furniture, computers and related software and peripherals with a $17,889 book valudrdmtsc@yreements, lists of telephone and fax numbers, licenses,
permits, intellectual properties, registered mark for MGN and business name of BluegateOwitletebook value; c) eliminated liabilities of $43,607 principally
related to customer produc prepays which were assumed by the purchaser) to Sperco,
CEO/President/Director) for $200,000, with payment made by a combination of $100,000 cash and $100,000 forgivenes$al @ebttp or at i on (A S
entity controlled by SS), plus a net adj ust ment of  $pfincipally0accdunte receivableB | u
totaling $161,900 on behalf of Sperco for the period from November 8,200 o u gh December 31, 2009, offset by S
the personnel, facilities, tools, and resources necessary for Bluegate to support both the MGN and HIMS operationsféortispeecne period; 2) entered into a
Separabn Agr eement and Mutual Rel ease in Full of al | cl ai ms |(windutied thlea n f r
elimination of $28,499 of accrued director fees and vehicle allowances in exchange for repayment of a loaruptushsmest totaling $44,369 to MS; and 3)
entered into A Separation Agreement and Mutual Re | e a sporate @Officér)uwhich inzltideda | |
the elimination of $28,499 of accrued director fees\atucle allowances in exchange for repayment of a loan plus accrued interest totaling $44,374 with a direc
payment to WK6s American Express account and a $1 payme B &ssetsand Wisinessa n
(consisting primarily of: a) Computers and related software and peripherals witnat book value; b) lists of telephone and fax numbers and intellectual
properties with &0- net book value) to Trilliant Corporation (an entity controlled by WK) faragh payment of $5,000; and 5) disposed of certain Bluegate
Heal t hcare Information Management Systems (fAiHI MS0) a sistaléctsal mapatiesowithsdl- n e s s
net book value) to SAIC in exchamdpr a Mutual Release in Full of certain claims and a $1 payment to SAIC; and 6) obtained a Fairness Opinion dated Novemt
6, 2009 presented by Convergent Capital Appraisers.

As a result of these transactions, Bluegate received $105,000 cash; redusedutied note payable to SAIC by $100,000; paid off unsecured notes payable and
accrued interest of $88,743 to MS and WK; eliminated $56,998 of accrued liabilities to MS and WK; recorded $24,234 of @qeipally legal and
professional); removed ¢hremaining book value of fixed assets of $17,889, eliminated $43,607 of customer liabilities assumed by Sperco aritethefnet e
$263484 as an increase talditional paidin capital since the effect was treated as related party forgiveness of laefat vilas no income tax (benefit) recorded as

a result of the disposition since Bluegate has sufficient unused net operating losses a#diitibeally the agreemergrovided for Sperco, LLC to contract the
services of Bluegate employees and resounzes November 8, 2009 through Decembey 2009 for $169,000 and the $169,000 was treated as an increase to
Additional paidin capital. The revenue and loss applicable to discontinued operations in 2009 were $2,642,450 and 112,180, respectively.

Effective January 1, 2010 there were no Bluegate Corporation employeeSpanch, LLC commenced providinganagementaccounting and administrative
services, as well as, network infrastructure and engineering support to Bluegate as needed in exchange fassmmiatetidervices. Effective July 1, 2010 Bluegate
agreed to pay $15,000 monthly for those services and as of December 31, 2010 Bluegate owes $90,000 for those ser@i€€€ iEhach@ded in the $139,092
balance under the caption accounts payahlelated party on the balance sheet.

4. ACCOUNTS RECEIVABLE, NET

Accounts receivable, net consists d fbllowing at December 31, 20Hhid 2009

2010 2009
Accounts receivable $ 5409 $ 94,288
Less allowance for bad debts (48) (1,819
$ 5361 $ 92,469

5.PROPERTY AND EQUIPMENT, NET

Propety and equipment, net balances were zero at December 31, 2010 and 2009.
Depreciation expense f@010 and 2009 wa$®- and $26,492respectively and is presented in the accompanying consalidetements of operationssadiing,

general, and administrative expenses
F-11
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

6.NOTEPAYABLE TO RELATED PARTY

Note payable to related party at December 31028hd 2009 isummarized below: 12/31/2010 12/31/2009

Secured note payable to related partyDuring 2007, the Company entered into a line of credit agreement with SAI Corporation ("SAIC"), a corporation contreitedB@ o
Stephen Sperco, to borrow up to $500,000. On February 28, 2008, the line of credit agreement with SAIC was amendesitheihoreawing to $700,000 and on February -
2008, Bluegate borrowed the additional $200,000 from SAIC for working capital@uwr e s . As condition to and as additiona
to the Company, the Company granted SAIC a security interest in its assets as more specifically detailed in the PromeisswmhSkcurity Agreement, and inged the

interest rate from 12% to 15% per annum. On July 14, 2008, the line of credit agreement with SAIC was amended to ifmeasértheo $900,000 and on July 31, 200:
Bluegate borrowed the additional $200,000 from SAIC for working capital pesptspon Bluegate borrowing the additional $200,000, the Company agreed to pay (1) €
$40, 000 origination fee and (2) Sperco Technol ogy Gr o U pastdieramounts(tdtaing G194,972. €
August 14, 2008, the Company entered into a short term unsecured loan with SAIC to meet its working capital needs t85t@@fvion borrowing the $65,000, th
Company agreed to pay SAIC a $6,500 origination fee and to repay SAIC with the firablevhihds once the August 15, 2008 payroll and medical insurance premiun
paid. The Company paid the $65,000 loan and $6,500 fee on August 15, 2008. On August 28, 2008, the Company borrowenh$SRh00@&hd agreed to pay SAIC a $5,0(
originationfee. The Company paid the $50,000 funds borrowed and $5,000 fee on September 11, 2008. On October 16, 2008, thetliagreéromti with SAIC was
amended to increase the borrowing to $1,100,000 and on October 21, 2008, Bluegate borrowed the $2i@@tjoaalfrom SAIC for working capital purposes. Upon Blueg:
borrowing the additional $200,000, the Company agreed to pay (1) SAIC a $20,000 origination fee and (2) Sperco Techmp)dgy.@ibpast due amoun®n February 23,
2009, the line of @dit agreement with SAIC was amended to increase the borrowing to $1,300,000 and on February 26, 2009, Bluegate barfditedat200,000 from
SAIC for working capital purposes. Upon Bluegate borrowing the additional $200,000, the Company auegeBIAtC a $20,000 origination fee.

The note payable to SAIC is due on demand amdyant to the terms of the note; SAIC made a demand for payment duringl20@9 days elapsed since SAIC made dema
for payment and we were unable to repay SATBis debt was in default in the principal amount of $1,300,000. Effective November 7, 2009, as a result of the Company
into an Asset Sale and Purchase Agreement to sell cer tnfarma | BIhu Maatag e@emp o
assets to Sperco, LLC (a company controlled by Stephen Sperco) and SAIC, respectively, the principal amount of thev@&Al@dabed to $1,200,088 a result of $100,00C
debt forgivenesaind SAIC rescinded its demanat foayment. Additionally, interest on the note payable to SAIC was suspended from November 1, 2009 through Febr
2010.

Effective May 22, 2010, we sold 10 shares of Series D Preferred Stock to SAIC. SAIC agreed to grant a concession tonthéoCtdregaurchase of the 10 shares of a nev
created Series D Convertible RBredeemable Preferred Stock, par value $.001, by modifying the existing Promissory Note and Security Agreement as SMtts wW@iver
of accrued interest of $84,740 for theriod from February 1, 2010 through May 22, 2010, and (i) SAIC's waiver of any applicable interest payments for themeviagl 23,
2010 through December 31, 2010 (estimated to be up to $109,973 without any present value effect).

$ 1,200,000 $ 1,200,000
7.INCOME TAXES
The composition of deferradx assets at December 31, 2010 and 20€@ as follows:
Deferred tax assets 2010 2009
Benefit from carryforward of net operating loss $ 2,161000 $ 2,17Q000
Less valuation allowarc (2,161,000) (2,17Q000)
Net deferred tax asset $ - 3 -

The difference between the income tax benefit in the accompanying statement of operations and the amount thaulvdulther®.S. Federal statutory rate
of 34% were applied toretax loss for2010and 20@ is attributable to the valuation allowance.

At December 31, 2010for federal income tax and alternative minimum tax reporting purposes, the Companfy,3&8080 in unused net operating losses
available for carryforward téuture years which will expé in various years through 203the majority of the unused net operating loss carryforward is limited to
an annual amount of approximately $270,000 due to the change in control on June 28, 2007 (see below-f&anes€ ®referred Stock).
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

8STOCKHOLDERS® DEFICIT

SERIES C PREFERRED STOCK

In June 2007, Bluegate's board of directors approved the issuance of 48 shares & S8eting convertible neredeemable preferred stock with a par value of
$0.001 per share and a liquidation value of $12,500 per share. Each share of Series C convertible preferred stock ertsdbatcitrevoption of the shareholder,
into 25,000 shres of common stock or a total of 1,200,000 shares of common stock. Each share of preferred stock has 15 times theotesritsecafiversion
equivalent number of shares of common stock, or 375,000 votes per share of preferred stock. The 4&sifaresdo$tock will have an aggregate of 18 million
votes.

On June 28, 2007, we sold 8 shares of Series C preferred stock for $100,000 in cash to SAI Corporation ("SAIC"), a cooptraltexh flty Stephen Sperco
("Sperco”). We also granted to SAIC wamts to purchase up to 1,000,0mmonshares at $0.17 per share expiring in June 2012. On the same day we sold 40
shares of Series C preferred stock for $500,000 in cash to Sperco. We also granted to Sperco warrants to purchase00p ¢orBr60shares at $0.17 per
share expiring in June 2012. Mr. Sperco is our CEO and a dir@mdfebruary 14, 2008, as a result of an equity transaction described below in Common Stock
item (2), certain adjustment provisions in these warrant agreements wereettig@irsuant to the adjustment provisions, the exercise price of the previously issued
warrants to purchase 6,000,08@mmonshares at $0.17 per share was reduced to $0.0333334 per share.

Based upon the $600,000 investment in Series C preferred stoakoeaged the relative fair value of $100,000 to preferred stock and $500,000 to the warrants.

Bluegate analyzed the conversion feature associated with the preferred stock for derivative accounting consider&f&@ 8a820 Accounting for Derivative
Instruments and Hedging Activities ad®C 81515 Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company's Own
Stock. Bluegate determined the conversion feature met the criteria for classification in equity motdrelquire derivative treatment unde8C 81520 andASC
81515.

In accordance wittASC 47020, Application of Issue No. 98 Accounting for Convertible Securities with Beneficial Conversion Features or Contingently
Adjustable Conversion Ratios, whignovides guidance on the calculation of a beneficial conversion feature on a convertible instrument, Bluegate has determir
that the Series C shares issued had an aggregate beneficial conversion feature of $500,000 as of the date of issngricea teglltdiscount of $600,000.
Bluegate recorded this beneficial conversion feature as a deemed dividend upon issuance.

The warrants issued in this transaction were subject to a registration rights agreement which required Bluegate e negilgitg shares by September 28,
2007 or pay liquidated damages of 1.5% of the purchase price of the investment each month the shares were not redisdradgthWee Securities and
Exchange Commission a Registration Statement which was effective agyo$tA30, 2007 with respect to these securities. There is no liability related to the
registration rights agreements.

As a result of this transaction, net operating losses accumulated up through the change in control are limited by VeteneaCBésSection 382 due to the
change in control (see above footnofielicome Taxes).

SERIES DPREFERRED STOCK

In May 2010, Bl uegateds board of directors app rreiecmable préfeeredistock with@makie i f 1
$.001 per share and a liquidation value of $8,725 per share. Each share of Series D convertible preferred stock magdhetctreeption of the shareholder,
into 25,000 shares of common stock or a total of 250,000 shares of commorEsititishare of preferred stock has 150 times the number of votes its corversion
equivalent number of shares of common stock, or 3,750,000 votes per share of preferred stock. The 10 shares of piefeilicdasoan aggregate of
37,500,000 million vas.

On May 22, 2010we sold 10 shares of Series D preferredosc k t o SAI Corporation (ASAI C0) ,byaodifyiagtpeor at
existing Promissory Note and Security Agreement as follows: (1) SAIC's waiver of accrued irit8825740 for the period from February 1, 2010 through May
22, 2010, and (2) SAIC's waiver of any applicable interest payments for the period from May 23, 2010 through Decemifie¢e3tin#digd to be up to $109,973
without any present value effect). Seetnote 6.

STOCK OPTION PLANS

The Company had adopted the 2002 Stock and Stock Option Plan under which incentive stock options for up to 450,000 cesmmay sfemawarded to
officers, directors and key employees. The plan was designed to attactveard key executive personnel. As of December 31, 2007, Bluegate has granted all
450,000 options and the 2002 stock plan is not active.

Stock options granted pursuant to the 2002 plan expire as determined by the board of directors. All of thgraptéoheere at an option price equal to the fair
market value of the common stock at the date of grant.

In 2005 the Company adopted the 2005 Stock and Stock Option Plan. The purpose of the 2005 plan is to further ounin&resisianies and outagkholders

by providing incentives in the form of stock options to key employees, consultants, directors and others who contritalke tmater success and profitability.

The grants recognize and reward outstanding individual performances andutmmsiland will give such persons a proprietary interest in us, thus enhancing their
personal interest in our continued success and progress. The 2005 Plan also assists us and our subsidiaries irdattaating kay employees and Directors
and isadministered by the Board of Directors. The Board of Directors has the exclusive power to select the participantshdhestabins of the stock and
options granted to each participant, provided that all options granted shall be granted atisa grieecequal to at least 85% of the fair market value of the
common stock covered by the option on the grant date and to make all determinations necessary or advisable underrth&t296%agiemum aggregate number

of shares of common stock that mag granted or optioned and sold under the plan is 3,000,000 sham@sDecember 31, 2010, 1,132,685 shares of common
stock have been granted.

During 2010 and 20Q®Bluegate used the Blackcholes option pricing model to value stock options and wartesimg the following assumptions: number of
options as set forth in the option agreements; no expected dividend yield; expected volatility ranging from 202% tok2B86&ojmisrest rates of 5.0%; and
expected terms based on the period of time expéateldpse until exercise. When applicable, Bluegate uses the simplified method of calculating expected term ¢
described inPASC 718.
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SUMMARY OF STOCK OPTIONS

BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

Weighted Average
Exercise Price

Weighted Average

Remaining Contractual

Non- statutory Stock Options Shares ($) Term (Years)
Outstanding at January 1, 2009 9,783,597 0.40
Granted 50,000 0.10
Outstanding at January 1, 2010 9,833,597 0.39
Forfeited (2,928,164) 0.42
Outstanding and exercisable at December 31, 2010 6,905,433 0.38 0.84
The weighted average grant date fair value of options granted during the year 2009 was $0.04. There was no
aggregate intrinsic value of options outstanding or exercisable at December 31, 2010.
Remaining
Contractual
Options Currently Term
Options Outstanding Exercisable (Years) Exercise Price ($) Vesting Date
50,000 50,000 0 0.34 - 1.00 March 2006
5,00 0 5,000 0-1 0.34 - 1.00 May 2006
50,000 50,000 0-1 0.34 June 2006
75,000 75,000 0-1 0.34 - 0.75 July 2006
925,000 925,000 0-1 0.34 - 0.62 August 2006
394,266 394,266 0-1 0.34 - 0.80 September 2006
169,5 83 169,583 0-1 0.34 - 0.80 October 2006
1,619,583 1,619,583 0-1 0.34 - 0.80 November 2006
219,583 219,583 0-1 0.34 - 0.80 December 2006
271,666 271,666 0-1 0.34 - 0.80 January 2007
367,916 367,916 0- 2 0.34 - 0.80 February 2007
492,916 492,916 0- 2 0.34 - 0.80 March 2007
342,916 342,916 0- 2 0.34 - 0.80 April 2007
237,083 237,083 0- 2 0.34 - 0.80 May 2007
302,083 302,083 0- 2 0.34 - 0.80 June 2007
132,916 132,916 0- 2 0.34 - 0.80 July 2007
120,833 120,833 0- 2 0.34 - 0.74 August 2007
60,833 60,833 0- 2 0.19 - 0.74 September 2007
46,666 46,666 0- 2 0.34 October 2007
47,083 47,083 0- 2 0.25 - 0.34 November 2007
589,083 589,083 0- 2 0.17 - 0.34 December 2007
50,833 50,833 0- 2 025 - 0.34 January 2008
89,583 89,583 0- 2 0.25 - 0.34 February 2008
39,583 39,583 0- 2 0.25 - 0.34 March 2008
39,583 39,583 0- 2 0.25 - 0.34 April 2008
13,750 13,750 0- 2 0.25 - 0.34 May 2008
13,750 13,750 0- 2 0.25 - 0.34 June 2008
11,250 11,250 0- 2 0.25 - 0.34 July 2008
11,258 11,258 0- 2 0.25 - 0.34 August 2008
2,917 2,917 1-2 025 - 0.34 Septemb er 2008
2,917 2,917 1-2 0.25 - 0.34 October 2008
27,917 27,917 1-2 0.03 - 0.34 November 2008
27,921 27,921 1-2 0.03 - 0.35 December 2008
417 417 2 0.25 January 2009
417 417 2 0.25 February 2009
50,417 50, 417 2 0.10 - 0.25 March 2009
417 417 2 0.25 April 2009
417 417 2 0.25 May 2009
417 417 2 0.25 June 2009
417 417 2 0.25 July 2009
417 417 2 0.25 August 2009
417 417 2 0.25 September 2009
409 409 2 0.25 October 2009
6,905,433 6,905,433
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SUMMARY OF STOCK WARRANTS

Outstanding at January 1, 2009
Forfeited
Outstanding at January 1, 2010
Forfeited

Outstanding and Exercisable at
December 31, 2010

BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

Weighted

Average

NUMBER OF Remaining

SHARES UNDER EXERCSE WEIGHTED AVERAGE Contractual

WARRANTS PRICES ($) EXERCISE PRICE ($) Term (Years)
17,521,550 0.03 - 5.00 0.30
(83,750) 1.00 1.00
17,437,800 0.03 - 1.00 0.30
(1,196,667) 0.03 - 0.50 0.17

16,241,133 0.03 - 1.00 0.31 1.20

There was no aggregate intrinsic value of the warrants at Dec

NUMBER OF ®MMON STOCK

ember 31, 2010.

REMAINING CONTACTUAL LIFE

EQUIVALENTS CURRENTLY EXERCISABLE EXPIRATION DATE (YEARS) EXERCISE PRICE ($)

100,000 100,000 January 2011 1 0.17

40,000 40,000 January 2011 1 100
193,333 193,333 February 2011 1 0.75
96,667 96,667 February 2011 1 1.00
80,000 80,000 March 2011 1 0.75
40,000 40,000 March 2011 1 1.00
349,866 349,866 May 2011 1 0.03
160,000 160,000 May 2011 1 0.75
80,000 80,000 May 2011 1 1.00
216,667 216,667 June 2011 1 0.75
108,333 108,333 June 2011 1 1.00
120,000 120,000 July 2011 1 0.75
60,000 60,000 July 2011 1 1.00
358,267 358,267 July 2011 1 0.03
270,000 270,000 August 2011 1 0.75
135,000 135,000 August 2011 1 1.00
210,000 210,000 August 2011 1 0.17
420,000 420,000 September 2011 1 0.75
210,000 210,000 September 2011 1 1.00
60,000 60,000 September 2011 1 0.17
340,000 340,000 October 2011 1 0.75
170,000 170,000 October 2011 1 1.00
120,000 120,000 October 2011 1 0.17
1,174,000 1,174,000 November 2011 1 0.75
594,000 594,000 November 2011 1 1.00
300,000 300,000 November 2011 1 0.03
120,000 120,000 December 2011 1 0.75
60,000 60,000 December 2011 1 1.00
290,000 290,000 February 2012 2 0.75
145,000 145,000 February 2012 2 1.00
300,000 300,000 February 2012 2 0.03
200,000 200,000 March 2012 2 0.75
100,000 100,000 March 2012 2 1.00
300,000 300,000 March 2012 2 0.03
60,000 60,000 May 2012 2 0.75
30,000 30,000 May 2012 2 1.00
6,000,000 6,000,000 June 2012 2 0.03
1,500,000 1,500,000 July 2012 2 0.03
130,000 130,000 January 2013 3 0.17
1,000,000 1,000,000 February 2013 3 0.03

16,241,133 16,241,133
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

EQUITY TRANSACTIONS

As of December 31, 201@he company has outstanding: (i) 26,033,565 shares of common stockf,@41,133 warrants; (iii) 6,905,43%tions; and, (iv)
preferred stockhat are convertible into 1,480 shares of common stock, resulting in on a fully diluted ba3j630,131shars of common stock. However, the
company currently has only 50,000,000 shares of common stock authorized by our Articles of Incorporation. If all ofrthefhe#deants, options, convertible

debt and preferred stock requested to exercise or convefttalk warrants, options, convertible debt and preferred stock, we would be unable to accommodate
630,131shares of common stock in those requests. The company could have liability in the future if an option holder, warrgorteferidet,stock holderro

holder of convertible debt desires to exercise or convert but cannot because we do not have enough unissued commtabktdok isgaance. However, the
following individual or entities have waived their reservation of common stock underlying ®ptichwarrants until such time that the board of directors deems
the waiver is not necessary as follows: StephemcBpand related entities650,000 shares.

During 2009, Bluegate completed the following equity transactions:

Stock options issued for rséces:

During the year ended December 31, 2009, Bluegate expensed $508 related to previously issued stock options that véstquedadng

The following table summarizes stock options issued to employees during the year ended December 31, 2009:

Exercise Fair Expiration Vesting 2009
Options Price Value Date Period Expense
50,000 $ 0.10 $ 1,769 3/4/2012 Immediately $ 1,769

Bluegate used the Blackcholes option pricing model to value stock options and warraing tree following assumptions: number of options as set forth in the
option agreements; no expected dividend yield; expected volatility ranging from 202% to 266/ &erisiterest rates of 5.0%; and expected terms based on the
period of time expected &apse until exercise. When applicable, Bluegate uses the simplified method of calculating expected term as dASTIDE®in

9. DERIVATIVE LIABILITY

Embedded feature of equilinked financial instrument:

In June 2008, the FASB finalizeiSC 81515, "Determining Whether an Instrument (or Embedded Feature) is indexed to an Entity's Ovin ABari81515

lays out a procedure to determine if an egliitiked financial instrument (or embedded feature) is indexed to its own commonA8LEIB1515 is dfective for

fiscal years beginning after December 15, 2008. 9,0349800 Bl uegat edés outstanding warrants that wer €
derivative liabilities on January 1, 2009 as a resuh8€C 81515. Bluegate estimatkthe fair value of these liabilities as of January 1, 2009 to be $84,000 by
recording a reduction of $4,600,000 to Additional Paid In Capital and $4,516,000 to Accumulated Deficit. The effeatipfstiient is recorded as a cumulative
effectofchang i n accounting principle in our con duebfthesa lialelites was $22,@0éna Decembelr 3152010.c k
The $3000 change in fair valuieom 20009is reported in our consolidated statement of operations agag derivative financial instruments. The fair value of
these liabilities will be reneasured at the end of every reporting period and the change in fair value will be reported in our consolidated stapensionstas a

gain or loss on derivativiinancial instruments.

Bluegate used the Blackcholes option pricing model to value the embedded feature of the liability using the following assumptions: numbes @fsogticiorth
in the option agreements; no expected dividend yield; expedatlity of 340%; riskfree interest rates of 5.0%; and expected terms based on the contractual
term.

10. COMMITMENTS AND CONTINGENCIES

Lease Commitment

The Company operates from leased office space under an operating lease that was to expire in Nd\@attego@0ximately $9,000 a month. Effective Ji
1, 2010, the Company renegotiated its lease agreement with the landlord to: (a) reduce the monthly rent to $4,000inéijoa tata of December 31
2010; and (c) agree that the landlord and tenatit kave the right to cancel the lease with a thirty day written notice. Effective January 1, 2011, we are
$4,000 montko-month.

Effective July 1 through December 31, 2010, the Sperco entities agreed to pay a monthly amount of $4,000 focefticd sizaociated services to Blueg
for the Sperco entities. As of December 31, 2010, Bluegate was owed $24,000 in rent payments from the Sperco entitigsogtichnt expense and tl
accounts payable to related party for that period.

The net renexpense incurred under the operating lease was $54,478 and $105,705 for 2010 and 2009, respectively.
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BLUEGATE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

Contingencies
We are party in the followiplitigation:

In September 2010, Bluegate Corporation received notice that a prior client of Bluegate, Renaissance Healthcare Systengh the. Chapter 7 Trustee, filed

a summons in an adversary proceeding against Bluegate Corporation whilekinpbznunder the recovery of money/property fraudulent transfer clause,
attempting to reach back two years prior to the petition date. The amount in question was $68,480, (specifically foyvayorghtg Bluegate received from its
client in the ordingr course of business from March 18, 2008 through June 13, 2008), plusigneent and post judgment interest, costs and attorneys fees. On
November 19, 2010, an entry of default was entered. We believed the case was without merit; however, theqeattthatabey believed it to be in their mutual
best interests to eliminate further expense of litigation and the inherent risk involved with contested litigation gaBeitltheir disputed and contested issues.

In March 2011, both partiesexecuted t r ust eeds settl ement agreement for a total payment b
the agreement and ten (10) additional equal monthly installments of $1,000 each. As of December 31, 2010, we have 0¢d@0ded $3r t he capti o
l'iabilitiesdo on the balance sheet and $30, 000 un deatedistatement af pperations. fis el | i

In November 2010, Bluegate Corporation filed a lawsuit against Electkérid i c a | Resources, LLC, ET. AL (AEMRO)
Texas. We filed this lawsuit claiming breach of contract for services provided. In January 2011, the defendants filecckricouvite believed the counterclaim

was without metj however, the parties agreed that they believed it to be in their mutual best interests to eliminate further exjgatsencdiitl the inherent risk
involved with contested litigation by settling all of their disputed and contested issues. In Matchal2 parties to both lawsuits executed a compromise settlement
agreement and joint and mutual release with no amounts due to or from any party.

11.RELATED PARTY TRANSACTIONS

During the years ended December 31, 2010 and 2009, the Company engatgddmarty transactions as follows:

Secured note payableDuring 2007, the Company entered into a line of credit agreement with SAl Corporation ("SAIC"), a corporation cogtmitle@BO,
Stephen Sperco (fiSSo), t o b26,12008, the ling of ¢credit aHréenOnt With BAIC was amEneldal touirereage the borrowing to
$700,000 and on February 28, 2008, Bluegate borrowed the additional $200,000 from SAIC for working capital purposestiohstacertti as additional
consideratiof or SAIlI Cbs agreement to |l end the funds to the Comp angdficallyddiaded @o mp ¢
the Promissory Note and Security Agreement, and increased the interest rate from 12% to 15% per annymi4ORO0&, the line of credit agreement with
SAIC was amended to increase the borrowing to $900,000 and on July 31, 2008, Bluegate borrowed the additional $200/A@D fisowdsking capital
purposes. Upon Bluegate borrowing the additional $200,0@0Ctmpany agreed to pay (1) SAIC a $40,000 origination fee and (2) Sperco Technology Group,
I nc. (ASTGo), a corporation controlled by SS, all p a snto a dhoreterra unseauret Isant o
with SAIC to meet its working capital needs to borrow $65,000. Upon borrowing the $65,000, the Company agreed to pay SAI®rgB&a6060 fee and to

repay SAIC with the first available funds once the August 15, 2008 payroll and medical insurance premjpaidwahe Company paid the $65,000 loan and
$6,500 fee on August 15, 2008. On August 28, 2008, the Company borrowed $50,000 from SAIC and agreed to pay SAIC gifat0fee. The Company

paid the $50,000 funds borrowed and $5,000 fee on Septdrbp2008. On October 16, 2008, the line of credit agreement with SAIC was amended to increase the
borrowing to $1,100,000 and on October 21, 2008, Bluegate borrowed the additional $200,000 from SAIC for working caysikal. pippn Bluegate borrowing

the additional $200,000, the Company agreed to pay (1) SAIC a $20,000 origination fee and (2) STG all past due amoufi&6t8&dingn February 23, 2009,

the line of credit agreement with SAIC was amended to increase the borrowing to $1,300,000 abduary 26, 2009, Bluegate borrowed the additional
$200,000 from SAIC for working capital purposes. Upon Bluegate borrowing the additional $200,000, the Company agreédGaapg303000 origination fee.

The note payable to SAIC is due on demand amsglyaunt to the terms of the note; SAIC made a demand for payment duringT20@9.days elapsed since SAIC
made demand for payment and we were unable to repay SAIC and, as a result, this debt was in default in the principlab2/300)000. Effectie November

7, 2009, as a result of the Company entering into an Asset Sale and Purchase Agreement to sell certain Bluegate CerpgorattoaM Gr ade Net wor
Heal t hcare I nformation Management Sy st e trofled byfiSkephBhSSiperco) arsdsSAIC, sespeativel\s the prircipal
amount of the SAIC debt was reduced to $1,200,000 and SAIC rescinded its demand for payment. Additionally, interestt@malabfe to SAIC was
suspended from November 1, 2009 throughrir@ty 28, 2010. See Disposition of Certain Assets and Business footnote 3.

Effective May 22, 2010, we sold 10 shares of Series D Preferred Stock to SAIC. SAIC agreed to grant a concession torthéo€tdmepaurchase of the 10
shares of a newly create®eries D Convertible neRedeemable Preferred Stock, par value $.001, by modifying the existing Promissory Note and Security
Agreement as follows: (i) SAIC's waiver of accrued interest of $84,740 for the period from February 1, 2010 through DY, @24 Zii) SAIC's waiver of any
applicable interest payments for the period from May 23, 2010 through December 31, 2010 (estimated to be up to $108t3#8/ piteeent value effect).

As of December 31, 2010 and 2009, the Company owed $1,200,000.

During 2010 and 2009, the Company incurred interest expense on the related party notedphyalbi$84,48&nd $187,808, respectively. At December 31, 2010

and 2009, $26,562 is payable to SAIC and included under the caption accrued liabilities to refetetbtaing $70,481 and $73,337, respectively on the balance
sheet.
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Accounts payable to related parB85 is the founder and President of STG. STG is a privately held consulting firm that focuses in the areas of Telecomsnunicatic
and Information Technology systems. STG provides independent, third party consulting, planning, and facilities manageesnbseng 2010 and 2009 the
Company incurred0- and $18,250, respectively of consulting services from STG. At December 31a@612009 there were no amounts owed to S@Bing

2010 and 2009, the Company incurred interest expense on the related party accounts payable debt®@e 8iEGhd8, respectively.

SS is the sole manager and member of Sperco, LLC, a Texas limii#ity lizompany. On November 7, 2009, as a result of the Company entering into an Asset
Sale and Purchase Agreement to sell certain Bluegate Cagpmeati &y s Me dis c
assets to SpercoLC, at December 31, 2010 and 2009, $73,092 and $95,764, respectively is payable to Sperco, LLC and included under élceccayision
payable to related party on the balance sheet. Additionally the agreement provided for Sperco, LLC to contracethefdBlvagate employees and resources
from November 8, 2009 through December 31, 2009 for $169,000 and the $169,000 was treated as an increase to Additioapitphigffective January 1,

2010, Sperco, LLC commenced providing management, accouatiigadministrative services, as well as, network infrastructure and engineering support to
Bluegate as needed in exchange for space and associated services. Effective July 1, 2010 Bluegate agreed to pay $h5f00¢hosmservices and as of
Decembe 31, 2010 Bluegate owed $90,000 for those services and they are included under the caption accounts payable to iatesl lpletice sheet.

Effective July 1 through December 31, 2010 Sperco entities agreed to pay a monthly amount of $4,068 $macke and associated services to Bluegate for the
Sperco entities. As of December 31, 2010, the Sperco entities owed $24,000 in rent payments to Bluegate and the $24¢@@Das an offset and included
under the caption accounts payable to eelgtarty totaling $139,092 on the balance sheet.

Accrued liabilities to related partieAs of December 31, 2010 and 2009, $37,916 of fees accrued to Board of Director member Stephen$$pet8é and
former Board of Director member Dale Geary20,4L7 are included under the caption accrued liabilities to related parties totaling $70,481 and $73,337
respectively on the balance sheet.

As of December 31, 2010 and 2009, $6,000 of accrued vehicle allowances to Stephen Sperco is included unden gnecicegati liabilities to related parties
totaling $70,481 and $73,337, respectively, on the balance sheet.

Office spaceln May 2006 there was an agreement that Manfred Sternberg & Associates may occupy space and use the services doothetffiveghat the
Company holds a lease on the property. As a result of the Company entering into a Separation Agreement and MutualFRéledssl inlaims with MS
effective November 7, 2009, MS agr eed atyd8, 20E0c et Rispdsitioa of Cartarplssety dnd Busirfess footreote
3.

12. CUSTOMERS AND VENDORS

Major Customers. During 2010, our top five customers accounted for 21% of our service revenue and no single custoreérfacooanet than 6% of serdc
revenue.

Major Vendors. During 2010, our top five vendors accounted for 94% of our purchases and no single vendor accountetidors@@set purchases.

13. SUBSEQUENT EVENTS

On February 28, 2011, Bluegate borrowed $30,000 from SAIC to settlenthaitivith Renaissance Healthcare Systems, Inc. through the Chapter 7 Trustee
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MANAGEMENT®6S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDITI ON AND RESULTS

The following discussion and analysis of the financial condition and resudisesdtions of the Company should be read in conjunction with the consolidated financial
statements and the related notes and the discussi o nestimatesdrassimptipons e ntaketin tlen
preparation of our consolidated financial statements.

OVERVIEW
Bluegate consists of the networking service (carrier/circuit) business that provides internet connectivity to corpésade elisabscription basissentially operating
as a value addeatovider

GOING CONCERN
We remain dependent on outside sources of funding for continuation of our operations. Our independent registered poiiig ficoissued a going concern
qualification in their reportlatedMarch 14, 2011which raises sulbantial doubt about our ability to continue as a going concern.

During the years ended December 31, 2010 and 288%have been unable to generate cash flows sufficient to support our operations and have been dependent on ¢
and equity raised from quéid individual investors. We experienced negative financial results as follows:

2010 2000
Net loss $ (245616 $ (319,782
Negative cash flow from operations (16,879 (349,456
Negative working capital (1,484,23) (1,323,35%
St ockhdeficder s o6 (1,484,23) (1,323,35%

These factors raise substantial doubt about our ability to continue as a going concerconsdiielatedinancial statements contained herein do not include any
adjustments relating to the recoverability and classifinaof recorded asset amounts or amounts and classification of liabilities that might be necessary should we
unable to continue in existence. Our ability to continue as a going concern is dependent upon our ability to generateasiffifows taneet our obligations on a
timely basis, to obtain additional financing as may be required, and ultimately to attain profitable operations. Hwmwevemad assurance that profitable operations

or sufficient cash flows will occur in the future.

LIQUIDITY AND CAPITAL RESOURCES

Operations for the year ended December 31, 2010 have been funded by loans from related parties and the dispositiassd#tseatairbusiness. As of December 31,
2010, our cash and cash equivalents were $10,213; total turrems s et s wer e $32, 436, total current i abili
$1,484,231.

We intend to use debt to cover the anticipated negative cash flows until we can operate ateebreakh flow mode. We may seek addélaapital to fund potential
costs associated with possible expansion and/or acquisitions. We believe that future funding may be obtained fromrivaltdiofierings of equity securities, debt or
convertible debt securities, or other sources. Stodenslshould assume that any additional funding will likely be dilutive.

Our ability to achieve profitability will depend upon our ability to execute and deliver high quality, reliable conneetivitgs. Our growth is dependent on attaining
profit from our operations and our raising additional capital either through the sale of stock or borrowing. There is no asswrencé! the able to raise any equity
financing or sell any of our products at a profit.

RESULTS OF OPERATIONSCONTINUING

Continuing Year Ended December 31, Increase (Decrease)
2010 2009 2008 2010 from 2009 2009 from 2008
Service revenue $ 283,219 $ 351,500 $ 599,081 $ (68,281) $ (247,581)
Cost of services 161,768 206,661 430,560 (44,893) (223,899)
Gross profit 121,451 144,839 168,521 (23,388) (23,682)
Selling, general and administrative expenses 285,581 208,220 282,863 77,361 (74,643)
Compensation expense - 13,527 1,108,209 (13,527) (1,094,682)
Loss from operations (164,130) (76,908) (1,222,551) 87,222 (1,145,643)
Interest expense (84,486) (189,692) (184,315) (105,206) 5,377
Gain on derivative financial instrument 3,000 59,000 - (56,000) 59,000
Net loss from continuing operations $ (245,616) $ (207,600) $ (1,406,866) $ 38,016 $ (1,199,266)

Service Revenue.
The decrease in Service Revenue of $247,581 from 2008 tca2d®®8,281 from 209 to 2010 is due to a reduction in our networking service (carrier/circuit) business
that provides internet connectivity to corporate clients on a subscription basis.

Cost of Services.

The net decrease in Cost of Services of $223,899 from 2008 to 26044893 from 2009 to 2010 is due to a reduction in our networking service (carrier/circuit)
business that provides internet connectivity to corporate clients on a subscription basis.
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Gross Profit.
Our Gross Profit decreased $23,688m 208 to 2009 ad decreased $23,388 from 2009 to 20Q0r Gross Profit as percentage of Service Revenuergasedrom
28% in 2008 to 41% in 2009 and increased to 43% in Péibfarily as a result of the changes in the Service Revenue and Cost of Services as ddsnrébed

Selling, General and Administrative Expenses (SG&A).

The $74,643 decrease in SG&A from 2008 to 2009 is due primarily to the effects of additional cost control measures. 6lhin&€a& from 2009 to 2010 is
primarily due to: (1) effective Jamry 1, 2010, Sperco, LLC commenced providing management, accounting and administrative services, as well as, netw
infrastructure and engineering support to Bluegate as needed in exchange for space and associated services and dff@dL@ Blugate agreed to pay $15,000
monthly for those services and as of December 31, 2010 Bluegate owed $90,000 for those services: and (2) effectivéQJutyelS@€erco entities agreed to pay a
monthly amount of $4,000 for office space and associated setai&luegate for the Sperco entities. As of December 31, 2010, the Sperco entities owed $24,000 in rer
payments to Bluegate which offset the amount Bluegate owed the Sperco entities.

Compensation Expense.

The decrease in Compensation Expense of $1,8241®m 2008 to 2009 is primarily due to: ($$19,000 decrease related to conversion of related party debt for
common stock; (2) $416,000 decrease related to options issued for employee services; (3) $109,000 decrease relatsdssuedr@aforrofunds from a related
party; and (4) $17,000 decrease related to related party purchase of common stock for casbreBsenfi$13527 from 2009 to 2010 was primarily due to the
elimination of $11,250 of director fees effective March 31, 2009.

InterestExpense.

The increase of $5,377 from 2008 to 2009 was primarily attributable to: (1) $200,000 increase in borrowings in Februade2@®® secured note payable to related
party; and (2) offset by the $100,000 reduction of the secured note payaklespedsion of interest charged for the months of November and December 2009 to related
party as a result of the disposition of certain assets and business effective NovemberThe@686rease of $105,206 from 2009 to 2010 was due to prirwarfly) in

May 2010we sold 10 shares of Ses D Preferred Stock to SAIC arBAIC agreed tanodify the existing Promissory Note and Security Agreement as follows: (i)
SAIC's waiver of accrued interest of $84,740 for the period from February 1, 2010 through N8¢@2and (ii) SAIC's waiver of any applicable interest payments for
the period from May 23, 2010 through December 31, 2010 (estimated to be up to $109,973 without any present valaedef®adt)terest on the note payable to
SAIC was suspended frodovember 12009 through February 28, 2010 as a result of the November 7, 2009 sale transactions.

Gain on Derivative Financial Instruments.

In June 2008, the FASB finalized ASC 815, "Determining Whether an Instrument (or Embedded Feature) is indeaadEntity's Own Stock". The pronouncement

lays out a procedure to determine if an egliftied financial instrument (or embedded feature) is indexed to its own common stock. The pronouncement is effective fc
fiscal years beginning after December 1802 Some f Bluegateds outstanding warrants that were pre
liabilities on January 1, 2009 as a result of this pronouncenBinegate estimated the fair value of these liabilities as of Januaf0Q to be $84,00The fair value of

these liabilities was $22,000 at December 31, 2010. The $3,000 change in faifreau009is reported in our consolidated statement of operations as a gain on
derivative financial instruments.

Net Lossfrom Cortinuing Operations
The Net Lossrom Continuing Operations decreased $1,199f2&® 2008 to 200@ind increased $38,016 from 2009 to 2@1é to the items described above.

FINANCIAL CONDITION

Year Ended December 31, Increase (Decrease)
2010 2009 2008 2010 from 2009 2009 from 2008
Net cash (used in) operating activities $ (16,87) $ (349,456 $ (660,290 $ (332,585 $ (310,833
Net cash provided by (used in) investing activities - 105,000 (23,470 (105,000) 128,470
Net cash provided by financing activities - 260,257 651,340 (260,257) (391,083
Net increase (decrease) in cash $ (16,871) $ 15,801 $ (32,420 $ (32,672) $ 48,221
Cash balance at end of period $ 10,213 $ 27,084 $ 11,283

Operating Activities.

The decrease 0of3#10,834in cash used in operations from 2008 to 2009 is primarily due to: (1) a decrease in personnel related to thencohyeeiin large
application development engagements; (2) a reduction in product sales; and (3) the effects of additional cost contsollinealrmease of $332,585 in cash used in
operations from 2009 to 2010 is primarily due to the eliminatfal @mployees as of December 31, 2009.

Investing Activities.
The increase of $128,470 from 2008 to 2009 is primarily due to $105,000 provided by the sale of fixed assets and thef 8268866 from 2009 to 2010 is due to
no sale of fixed assets.

Financing Activities.

The net decrease of $8083in cash provided by financing activities from 2008 to 2009 is primarily due to: @3%®0net decrease in related party short term debt;
(2) a $95,000 decrease i n i moskeasdtwarems; and B)roffsét byean incvease af 168,800 for @mploper sewices and resource
provided to a related pargnd (5) decrease in payments of $69,917 on related party short territdebiecrease of $260,257 in cash provided by financitigts

from 2009 to 2010 is due to the absence from 2009 of: (1) net proceeds from related party short term of $91,257 antu{@naaintapital for employee services

and resources of $169,000.

FORECAST
Bluegate consists of the networking seev{carrier/circuit) business that provides internet connectivity to corporate clients on a subscription basis; essenatiity op
as avalue added provideOur strategy is to stabilize our internet connectivity business and pursue expansion of etioutside of thélealthcare industry.



CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussion and analysis of our financial condition and results of operations are bassmhepldatedinancial statements which have been prepared in accordance
with generally accepted accounting principles in the United States. The preparation of these financial statements requales estitoates and judgments that affect
the reported amounts of assets, liabilities, revenue and expenses, and related difctastiegent assets and liabilities. On an ongoing basis, we evaluate these
estimates. We base our estimates on historical experience and on assumptions that are believed to be reasonableat@hesel estsumptions provide a basis for
making judyments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actnay mifietSrom these estimates under
different assumptions or conditions, and these differences may be material.

We believe thathe following critical accounting policies affect our more significant judgments and estimates used in the preparatimorefotidated financial
statements.

REVENUE RECOGNITION

Revenue is recognized based upon contractually determined monthly s#rarges to individual customers. Some services are billed in advance and, accordingly,
revenues are deferred until the period in which the services are provided. At Decent@t®and 20Q%otal deferred serviceevenue was $11,207 and $12,142
respetively.

STOCK-BASED COMPENSATION

Accounting Standard@d18 "Accounting for StocklBased Compensation"ASC 718) established financial accounting and reporting standards for-stms#d employee
compensation plans. It defines a fair value based methattafunting for an employee stock option or similar equity instrument. In January 2006, Bluegate
implementedASC 718 and accordingly, Bluegate accounts for compensation cost for stock option plans in accordah8€ witld

Bluegate accounts for shareskd payments to neemployees in accordance wikSC 50550fi Accounting for Equi t ¥Employesstfar u me
Acquiring, or in Conjunction with Selling, Goods or Serviceso.

GOING CONCERN
We remain dependent on outside sources of fundingdotirmation of our operations. Our independent registered public accounting firm issued a going concerr
qualification in their reportlated March 14, 201Which raises substantial doubt about our ability to continue as a going concern.

During the yeareendedDecember 31, 2010 and 2009, we hbeen unable to generate cash flows sufficient to support our operations and have been dependent on de
and equity raised from qualified individual investors. We experienced negative financial results as follows:

2010 20
Net loss $ (245,616 $ (319,782
Negative cash flow from operations (16,879 (349,456
Negative working capital (1,484,23) (1,323,35%
Stockholdersdé deficit (1,484,23) (1,323,355%

These factors raise substantial doubt aboutadnility to continue as a going concern. Téensolidatedinancial statements contained herein do not include any
adjustments relating to the recoverability and classification of recorded asset amounts or amounts and classificatioesahBalmght be necessary should we be
unable to continue in existence. Our ability to continue as a going concern is dependent upon our ability to genarateasiffitows to meet our obligations on a
timely basis, to obtain additional financing as mayédwmuired, and ultimately to attain profitable operations. However, there is no assurance that profitable operatior
or sufficient cash flows will occur in the future.

We have supported current operations by: (1) raising additional operating cash thepgkate sale of our preferred and common stock, (2) issuing stock and options
as compensation to certain employees and vendors in lieu of cash paymeBjdambs$ing of certain assets and business (see footnote 3).

These steps have provided ushnttie cash flows to continue our business, but have not resulted in significant improvement in our financial positiocoig&larieg
alternatives to address our cash flow situation that include:

e  Raising capital through additional sale of our comntooksand/or debt securities
e  Reducing cash operating expenses to levels that are in line with current revenues.

These alternatives could result in substantial dilution of existing stockholders. There can be no assurance that finamciakpositioncan be improved, that we can
raise additional working capital or that we can achieve positive cash flows from operations. @arroribility as a going concern is dependent upon the following:

e Our ability to locate sources of debt or equity fundimgnieet current commitments and neam future requirements.
e Our ability to achieve profitability and ultimately generate sufficient cash flow from operations to sustain our confiatatigres.

CHANGES IN AND DISAGREEMENTS WITH ACCOUN'ANTS ON ACCOUNTNG AND FINANCIAL DISCLOSURE

There have been no changes in, nor any disagreements with, our independent auditors.
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DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTROL PERSONS
EXECUTIVE OFFICERS AND DIRECTORS
The following table sets forth the name, agesitions and offices or employments for the past fiears as of December 31, 200 our executive officers and

directors. Members of the Board of Directors are elected and hold office until their successors are elected and quefifieel.officers serve at the pleasure of the
Board of Directors of the Company.

NAME AGE POSITION

Stephen Sperco (a) 57 Director/Chief Executive Officer/President
Manfred Sternberg (b) 51 Former Director/Chief Strategy Officer
William Koehler (c) 45 Former Director/President

Charles Leibold (d) 61 Director/Chief Financial Officer

Dale Geary (e) 53 Former Director

(a) Effective July 30, 2009, the titles of CEO and President were combined, and Stephen Sperco was appointed Presidemt.idouB@&O/President and Director.
Stephen Sperco was appointed Chairman of the Board.

(b) Effective July 30, 20009, the executive offi cer opesivas teonmaten.fEffeCtiel OetbberSt 1
28, 2009, Mr. Sternberg resigned as Director.

(c) Effective May 31, 2009, Mr. Koehler resigned as President and effective October 27, 2009 resigned as Director.

(d) Effective July 29, 2009, Charles Leibold became a Director as a result of: (A) th&2]2@09 written consent of a majority of our shareholders; (B) the June 22,
2009 filing of a Preliminary Information Statement; (C) the July 8, 2009 filing of a Definitive Information StatemenD)aine, July 9, 2009 mailing of the Definitive
Information Statement to our shareholders. The Definitive Information Statement had a record date of June 25, 2009.

(e) Mr. Geary served on our compensation committee and effective October 28, 2009 resigned as Director.

St ephen Sperco was E&hpep@peratingeQfficet dn ®ecélriben fla 2096¢asd then was appointed Chief Executive Officer on April 2, 2007. Mr.
Sperco is the founder and President of Sperco Associates, Inc. and Sperco Technology Group, L.L.C. Sperco Associatidviasl 88fands headquartered in
Chicago, lllinois. Both organizations are privately held consulting firms that focus in the areas of Telecommunicatiofesraation Technology (IT) systems. The
organizations provide independent, third party consulting, plannird)fagilities management services. The consulting personnel provide services in the area of
Telecommunications to support the voice, data, and image requirements of clients. Support in the area of IT systered fsmpilowiBesktop Computing, Local Area
Network (LAN), and Wide Area Network (WAN) requirements of clients. The organizations also provide Management Suppbug@taffation, Quality Assurance,

and operational functions related to Facilities Management and Outsourcing engagements. fidedonducted consulting engagements in North America, the United
Kingdom, and Europe. The industry focus of Sperco Associates has been in the Private Sector with Financial Services, Healttar€are, and Fortune 1000
organizations. The focus of Sper Technology Group has been in the Public Sector with Education and Health Care organizations. For IT Infrastructur
Telecommunications, and IT Physical Infrastructure the firms have developed significant expertise in Strategic Plammingti@ptDeign, Procurement, Contract
Negotiations, Quality Assurance, and Implementation Project Management. In the areas of Facilities Management and QOtltsdinnesgave developed significant
expertise in Organization Management and Planning, Project Mareag, Strategic Planning, Contract Negotiations, and the managementtofddgydepartment
operations. The firms have extensive experience in the specialty areas of Financial Trading Floors, Call Center Apfitoationsd Wiring Systems, Voice
Rearding/Logging Applications, Interactive Voice Response (IVR) applications, IP Telephony, and Network Optimization. Mr.iSpesponsible for both the
executive management of the consulting firms and the direction of consulting engagements. Mrh&pédreen a consultant since 1975 and in this capacity has
extensive experience with the planning and management of complex engagements. Before founding Sperco Associates,ermm,was &pprincipal and Regional

Vice President for Marketing and Systemevelopment Corporation. Marketing and Systems Development Corporation was a telecommunications consulting firm th
was subsequently purchased by EDS. Mr. Sperco was with Marketing and Systems Development Corporation for ten years.ddrn&per&chelor of Arts degree

in Economics from Middlebury College, Middlebury, Vermont in 19fective July 30, 2009, the titles of CEO and President were combined, and Stephen Sperco wa:
appointed President. Mr. Sperco is our CEO/President and DirectdneSt8perco was appointed Chairman of the Board.

Manfred Sternberg has been our Chief Executive Officer and a Director since 2001. Mr. Sternberg shifted from Chief Bxcertite Chief Strategy Officer on

April 2, 2007. Prior to 2001, Mr. Sternbevgas an investor and board member of several broadband providers in Houston, Texas including our predecessor. He |
graduate of Tulane University and Louisiana State University School of Law. Mr. Sternberg is licensed to practice lasvandlesaisaina and is Board Certified in
Consumer and Commercial Law by the Texas Board of Legal Specializiffeative July 30, 2009, the executive officer position of Chief Strategy Officer was
eliminated and Mr. Ster nber goGctolen?g, 2009, Mre Sternbengaesignedeas Directoa t e d . Effective

William Koehler has been a Director since May, 2003. Mr. Koehler was appointed President and Chief Operating OfficembeS2p05 after Bluegate acquired
substantially all of the assets of Tiaiht Corporation, of which Mr. Koehler was a founder and served as President/CEO from 2000 until September 2005. From 19
until 2000, Mr. Koehler was the Vice President of Business Development of an Electrical Engineering firm that specitlezesessment, design and project
implementation of technology efforts for their clients. Mr. Koehler has a BBA from Texas A&M in Business Analysis, véttiadizsgion in Production Operation
Management. Mr. Koehler has spent the last 15 years of his eameéng in the IT and Professional Services industry and has a broad range of skills. His experience
ranges from the design and management of the implementation of multination voice and data networks to the needs asbeksnmuEnielnpment of a Globa
technology strategy for large multinational corporations. The customers that Mr. Koehler has worked with include Pemerzcéln ASeneral Insurance, Texaco,
British Petroleum, Brown and Root and many others. At the same time he has worked withofleotm®| districts by assisting in the development of more cost
effective and robust systems in an attempt to help these districts move technology into the classrooms and help chiltterkleenler has spoken at many state and
local events abouethnology and continues to look for opportunities to continue this eEéfgctive May 31, 2009, Mr. Koehler resigned as an employee from the
company and effective October 27, 2009 resigned as Director.
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Charles Leibold became Bluegate's Controlleranuary 2006 and effective June 1, 2006 he was appointed our Chief Financial Officer. Mr. Leibold began his caree
with the Big Four accounting firm of Deloitte and Touche. Subsequently, he became Director of International and Dorde&tidiFfel the Avis Rent a Car System

and Vice President of Finance and Treasurer of AIM Group, Inc., the holding company for certain Budget Rent a Car fraochizesuary 1998 through May 1999,

as Manager of AgquaSource Inc., he was aggressively involved in thepieneslt of a statip venture experiencing rapid growth through acquisitions. Specifically he
was responsible for the successful transition of all of the seller's business into AquaSource. From June 1999 throudh &ayi2e0President and Director of
Acquisition Partners, Inc., he directed the strategic planning and staffing of-apstamture providing acquisitions and divestiture services to its clients. From June
2003 through midlanuary 2006, Mr. Leibold provided consulting, accounting and taicse to clients in a wide variety of industries. In addition to having served in
key financial management roles for both large and small companies, Mr. Leibold is a Certified Public Accountant and asMbmirestitute of Certified Public
Accountantsand Texas State Board of Public Accountancy. Mr. Leibold graduated from Pace University with a BBA in Accdiffeatiye July 29, 2009, Charles
Leibold became a Director as a result of: (A) the June 12, 2009 written consent of a majority of ouddsharel®) the June 22, 2009 filing of a Preliminary
Information Statement; (C) the July 8, 2009 filing of a Definitive Information Statement; and, (D) the July 9, 2009 rhtiknDedinitive Information Statement to our
shareholders. The Definitive foarmation Statement had a record date of June 25, 2009. Mr. Leibold remains our Chief Financial Officer and Principahgiccount
Officer.

DaleGeary was appointed as a Director in June 2007. . Geary is a Managing Dir edch zra contfol p&shrn of Bluegateo r 3
Corporation.He has been with SAIC since its inception in 199&IC is involved in both the investment in, and providing resources to Telecommunications and
Information Technology organizationét SAIC, Mr. Geary isresponsible for client engagements and business developMenGeary earned a Bachelor of Science
degree in Computer Science and Business Administration in 1982 from Northern lllinois University in DeKalb, lllinoisceE@etbber 28, 2009, Mr. Gsaresigned

as Director.

DIRECTOR INDEPENDENCE.

In June 2007, we increased the size of our Board of Directors to consist of five Directors. We currently have two membBosauaf of Directors, who were elected

and hold office until their successors atected and qualified. Three board positions are vacant. The two members of the Board of Directors are Stephen J. Sperco
Charles E. Lei bol d. Stephen J. Sperco is the Chai r manPrasdent (Chades B aebpldiis tbef D
C o mp a @hyebRnancial Officer and Principal Accounting Offic&xecutive officers are appointed by the Board of Directors and serve until their successors have
been duly elected and qualifiebhere is no family relatinship between any of our directors and executive officers.

BOARD OF DIRECTORS MEETINGS.
During the fiscal year ended DecemBér 2010, the Board of Directors held three meetings which were attended by all members.

NOMINATING COMMITTEE.

We do not haversy nominating committee of the Board, or committee performing a similar function. Shareholders may recommend nomineetofdnyDéending
written communications to the companyds Boar d o fl]. Sperco & Bltegate Corproi@tiont, #i0& Noath Ros n t
Oak Road, Suite 600, Houston, Texas 77024. Every director will participate in the consideration of director nominees.

AUDIT COMMITTEE.

In March 2005, our Board adopted our Audit Committee Charter (thart€") which established our Audit Committee. There are no current members of the audit
committee and our Board of Directors serves as the audit committee. We do not have an audit committee financial egpsnrtitseavidit committee. We are currgntl
pursuing the recruitment of an independent director who is also a financial expert to be the audit committee.

Members of the Board of Directors acting in the capacity of the Audit Committee have (1) reviewed and discussed tlemditededinandal statements with
management; (2) discussed with the independent auditors the matters required to be discussed by the statement omAadisigdS#il, as amended, as adopted by
the Public Accounting Oversight Board in Rule 3200T; (3) have recéieedritten disclosures and the letter from the independent accountant required by applicable

requirements of the Public Company Accounting Over si ght auditocammmitteercengeming i n
independece, and (4) have discussed with the independent accountant the independent accountant's independence; and based amdtldescesisions referred to
above, the audit committee recommended to the board of directors that the eonié@ltiatedinand al st at ements be included in t

10K for the last fiscal year for filing with the Commission. The entire Board of Directors acting in the capacity of thédkauiittee is Stephen J. Sperco and Charles
E. Leibold.

COMPENSATION COMMITTEE.

In August 2007, our Board adopted our Compensation Committee with Dale Geary serving as its sole member. The Compensit&mn ationnisters the
Companyds incentive plans, sets pol i cioagtern ihcantivesgkffecéve Octoleek 28,c2009,i Mr. é5eady resignaduaa |
Director and the compensation committee ditihrold any meetings during 2010

SHAREHOLDER COMMUNICATIONS.

Shareholders may send written c o moutatheattentionoohttee Chaoman df the Boaydn$tephery b Sper@& oParsods wishing @
write to the Board or to a specified director or committee of the Board should send correspondence to the Corporatat3&iaegaig Corporation, 701 North Post

Oak Road, Suite 600, Houston, Texas 77024. Electronic submissions of shareholder correspondence will not be accepted.
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EXECUTIVE COMPENSATION
The following table sets forth the aggregate compensation paid for services rendeee@dmpany during the last two fiscal years by the Named Executive Officers:

SUMMARY COMPENSATION TABLE

All Other
Compensation

Name and principal position Year Salary ($) (6) ($) Total ($)
Stephen Sperco (1) 2010 - - N
CEO (PEO), President/Director 2009 6,000 2,499 8,499
Manfred Sternberg (2) 2010 - - -
Forme Chief Strategy Officer/ Director 2009 14,000 2,499 16499
William Koehler (3) 2010 - - -
Former President/Director 2009 6,000 2,499 8499
Charles Leibold (4) 2010 - - -
CFO (PFO), Secretary/Director 2009 142,325 2,625 144,950
Larry Walker (5) 2010 - - -
Former President of Trilliant Technology Group, Inc 2009 82,292 - 82,292

(100% owned subsidiary

(1)In December 2006, we entered into a two year employment agreement with Stephen Sperco at an annual base salary wfit§lsN0@tthly vehicle
transportation allowance of $750 to serve as our Chief Operating Officer. In April 2007p&dcoSvas appointed our Chief Executive Officer. In June 2007, one of the
conditions of Mr. Spercods purchase ocbnsodatedinansial stateRents, foetmotei&sdt o tkchook ddeea ssadr idbee
Mr. Sperco le appointed a Directoin November 2007, MiSperco was granted a $100,000 cash bonus by the board of directors as a result of his achievements attair
during his first six months as the Companyodos OBEO.MrThiSspebacmbs wap | pyime nit
effort to reduce the companyés cash flow constraint, s0,00ef fCnctMawe 1J, a n2u0ar8y,
base salary was further reduced #1800 until the company achieves a net positive cash flow from operations and beginning January 2009, Mr. Sperco no lon
received a vehicle transportation allowance. EffectiOve March 31, 2009, M

Effective Januant, 2007, the Company approved a compensation plan for its Board of Directors. Under the compensation plan all dirediersontpétsated at the
rate of $10,000 annually. Mr. Sperco had earned $2,500, $10,000 and $5,000 for 20Ghd22087, respectively under this plan. Effective March 31, 2009 fees for
directors were terminated.

In December 2007, 8,601,400 previously issued common stock options to certain employees with exercise prices rangis® todb6.90. were reduced t6.84. As

a result of this transaction, 1,200,000 of Mr. Speembeo2D@, M. Bpeicowasgrantedtl®0,0G0n
options to purchase common stock at an exercise price of $0.17 per shagivestaiately and expiring on December 31, 2012. In February 2008, as a result of the
transaction described in the attaclemsolidatedinancial statements, footnotei9%s t oc k hol der sdé def i ci t, common stock, |
issued options to Mr. Sperco to purchase 1,200,000 shares and 100,000 shares of our common stock at $0.34 and $0,réspectihele was reduced to
$0.0333334 per share.

(2) In February 2005 we entered into an employment agreement with Mr. Steffob a period of two years at an annual base salary of $180,000, a monthly vehicle
transportation allowance of $750 (which was increased to $1,500 during 2006) and bonus opportunity, to serve as ouc\EiviefCifieer. In November 2006,

Mr. Sternbeg was granted a bonus by the board of directors as a result of his past efforts to the Company and this bonus wasggi@@®dadhrough the issuance

of 150,000 shares of common stock to Mr. S reement expired)and in April Z087) MruSterngerg Ztofteédrfrom M
Chief Executive Officer to Chief Strategy Officer.adyw An 2008rtMito Stkewurn

monthly vehicle transporat i on al |l owance were reduced to $100,000 and $750, heersdpcedctd i v e
$24,000 until the company achieves a net positive cash flow from operations and beginning January 2009, Mg Stelorigpr received a vehicle transportation
allowanceEf f ecti ve July 30, 2009, the executive officer posi mtiwasternirfatedC Effeaife St

October 28, 2009, Mr. Sternberg resignedaector.

Effective Januant, 2007, the Company approved a compensation plan for its Board of Directors. Under the compensation plan all dirediersontuithsated at the
rate of $10,000 annually. Mr. Sternberg had earned $2,499, $10,000 and $262009, 2008 and 2007, respectively under this plan. Effective March 31, 2009 fees
for directors were terminated.

As a result of the Company entering into a Separation Agreement and Mutual Release in Full of all claims with Mr. Stiectherdevember 7, 2009, accrued
vehicle allowances of $6, 000 and accrued director sosnessmanoted. $22, 499 were

In December 2007, 8,601,400 previously issued common stock options to certain empitlyegercise prices ranging from $0.39 to $6.00 were reduced to $0.34. As
a result of this transaction, 3,375,000 of Mr . St er cecd ¢or$g.MsIn @epembeo 2067, Mr.i t |
Sternberg was grardel 00,000 options to purchase common stock at an exercise price of $0.17 per share vesting immediately and expiringeo8 D&Ab

(3) In September 2005 we entered into an employment agreement with William Koehler for a period of two yearauatl drase salary of $150,000 with a monthly
vehicle transportation allowance of $750 (which was increased to $1,250 during 2006) to serve as President and ChipfCGHfmsmatim September 2007, Mr.
Koehl erds employment agmeemanic eex hier ed.mplamya&rs efafsdir tf | ow constraints, ef f
vehicle transportation allowance were reduced to $10 Oaa®y @ fuherdducd/idd24,000 e s |
until the company achieves a net positive cash flow from operations and beginning January 2009, Mr. Koehler no londea ketecle transportation allowance.

Ef fective March 31, 2009, Mr . Kiceed th-0-.Effedtise Mayn3d, 2G09, Mib Koshker resigniedaas gn empogee from the company r
and effective October 27, 2009 resigned as Director.
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Effective Januant, 2007, the Company approved a compensation plan for its Board of Directors. Under thesetionpelan all directors would be compensated at the
rate of $10,000 annually. Mr. Koehler had earned $2,499, $10,000 and $10,000 for 2009, 2008 and 2007, respectivelpland&ftéctive March 31, 2009 fees for
directors were terminated.

As a lesult of the Company entering into a Separation Agreement and Mutual Release in Full of all claims with Mr. KoehlerNdfeeteer 7, 2009, accrued
vehicle allowances of $6, 000 and accrued d Certa@ncAssets andBufiness footmte3.$22, 499 wer e

In December 2007, 8,601,400 previously issued common stock options to certain employees with exercise prices rangi® todb6.$0. were reduced to $0.34. As

a result of this transaction, 1,590,000 of Mr. Keehl6 s opti ons with exercise prices ranging from $0. 5
was granted 100,000 options to purchase common stock at an exercise price of $0.17 per share vesting immediately andDeqaniger 322012.

(4) In January 2006, Charles Leibold was hired as t hgme@agmepnentyyihdim®serve aso | |

our Chief Financial Officer at an annual base salary of $140,000 with a monthlyevehiclr ans por t ati on al |l owance of $750. |
was increased to $147,000 and in May 2008, his empl oy asesalarywag rediedte $140,460x p
and he no longeeceived a vehicle transportation allowarieffective Januarg , 2010, Mr . Lei bol dbés annwwal base salar

In December 2007, 8,601,400 previously issued common stock options to certain employees with exercise pricesmrafigig§ tmw$6.00 were reduced to $0.34. As
a result of this transaction, 600,000 of Mr. Lei bonhbdr2007, Wmpleibol was granted 100,GC00 e
options to purchase common stock at an egerprice of $0.17 per share vesting immediately and expiring on December 31, 2012.

(5) In September 2005 we entered into an employment agreement with Larry Walker for a period of two years at an arslaay b&d$4 25,000 per year serve as
Presidenof Tr il liant Technology Group, I nc. a subsidiary of &t effecjva Beptembéri30, S e
2009, Mr. Walkerds employment was terminated.

In December 2007, 8,601,400 previously issued comnamk stptions to certain employees with exercise prices ranging from $0.39 to $6.00 were reduced to $0.34. A
a result of this transaction, 590,000 of Mr. Wal keo%D84.|opecembenBd, Mr.iMalker veax e r ¢
granted 100,000 options to purchase common stock at an exercise price of $0.17 per share vesting immediately andBeqenmoeo31, 2012,

(6)The amounts in this column reflect the vehicle transportation allowance and fees satinedtaers for Stephen Sperco, Manfred Sternberg and William Koehler and
vehicle transportation allowance for Charles Leibold.

OUTSTANDING EQUITY AWARDS AT FECAL YEAR-END DECEMBER 31, 2010

Option Awards
Number of Securities

Underlying Option Option
Unexercised Options Exercise Expiration
Name (#) Exercisable Price ($) Date
Stephen Sperco 50,000 1) 0.03 12/31/201
Manfred Sternberg 1,500000 2) 0.34 11/282011
600,000 3) 0.34 11/28/201
100,000 4) 0.17 12/31/201.
2,200000
William Koehler 1,200,000 (5) 0.34 8/1/2011
100,000 4) 017 12/31/201.
1,300,000
Charles Leibold 600,000 (6) 0.34 6/1/201:
100,000 (4) 0.17 12/31/201.
700,000
Larry Walker 340,000 @ 0.34 6/1/201:
100,000 (4) 0.17 12/31/201.
440,000
Note Grant Date Incremental Vesting Dates
Q) 12/31/2006 25,000 vested monthly from 11/08 through 12/08
2 11/28/2006 1,500,000 vested 11/28/06
(©)] 11/28/2006 100,000 vested monthly from 12/06 through 5/07
(4 12/31/2007 100,000 vested 12/31/07
5) 8/1/2006 600,000 vested on 8/1/06; 50,000 monthly from 9/06 through 8/07
(6) 6/1/2006 50,000 vested 6/1/0625,000 monthly from 7/06 through 4/08
()] 8/1/2006 100,000 vested 8/1/06; 20,000 monthly from 9/06 through 8/07

DIRECTOR COMPENSATION
There was no compensation earned to the members of our Board of Directors and Former Board of Diiegttte fiacal year ended December 31, 2010.

EMPLOYEE STOCK OPTION PLANS
The Company had adopted the 2002 Stock and Stock Option Plan under which incentive stock options for up to 450,000 cesyxmay bleaawarded to officers,
directors and key empjees. The plan was designed to attract and reward key executive personnel. As of December 31, 2007, Bluegate hag5fA@t@dptions

and the 2002 stock plan is not acti@¢ock options granted pursuant to the 2002 plan expire as determineddoptti®f directors. All of the options granted were at an
option price equal to the fair market value of the common stock at the date of grant.
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In 2005 the Company adopted the 2005 Stock and Stock Option Plan. The purpose of the 2005 plan is ta fatdrests) our Subsidiaries and our stockholders by
providing incentives in the form of stock options to key employees, consultants, directors and others who contributy toaderialuccess and profitability. The
grants recognize and reward outsiagdndividual performances and contributions and will give such persons a proprietary interest in us, thus enhana@rsptiadir p
interest in our continued success and progress. The 2005 Plan also assists us and our subsidiaries in attractinggakelyretaployees and Directors and is
administered by the Board of Directors. The Board of Directors has the exclusive power to select the participantshtdhestabrhs of the stock and options granted

to each participant, provided that all opisogranted shall be granted at an exercise price equal to at least 85% of the fair market value of the common stogk coverec
the option on the grant date and to make all determinations necessary or advisable under the 2005 plan. The maximunuabegregfagbares of common stock that

may be granted or optioned and sold under the plan is 3,000,000 #izaoé®ecember 31, 2010, 1,132,685 shares of common stock have been granted.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth as of information concerning the number of shares of common stock owned beneficidbrets 26 2011 which was 26,033,565 shares, by: (i) each per
(including any group) known by us to own more than five (5%) gfdass of our voting securities, (ii) each of our directors and executive officers, and (iii) our officers and directpuas
Unless otherwise indicated, the shareholders listed possess sole voting and investment power with respect to tirshares sh

AMOUNT AND NATURE OF PERCENT OF
TITLE OR CLASS NAME AND ADDRESS OF BENEFICIAL OWNER BENEFICIAL OWNERSHIP CLASS (1)
Common Stock SAl Corporation 15,670,250 2) 44.3%
180 North Stetson Avenue, Suite 700
Chicago, lllinois 60601
Common Stock Manfred Sternberg 3,903,868 (©)] 15.0%
1110 Guinea Drive
Houston, Texas 77055
Common Stock William Koehler 2,735,117 4) 10.5%
1602 Lynnview Drive
Houston, Texas 77055
Common Stock Robert Davis 1,779,228 (5) 6.8%
105 W. Santa Rosa
Victoria, Texas 77901
Common Stock Charles Leibold 850,000 (6) 3.2%
701 N. Post Oak, Suite 600
Houston, Texas 77024
All executive officers and
directors- 2 persons 16,520,250 @) 46.2%

(1) The percentage of beneficial ownership of Common Stock is based on 26,033,565 shares of Cooknoamts&tnding as of March 28011 ad includes all shares of Common Stock issuable upon the exercise
of outstanding options, warrants or conversion of preferred shares to purchase Common Stock.

(2) Of the 15,670,250 shares beneficiall ybyMrwStephen JoSpercsd,sour CEDandPoesident)i () 6137, 2B80Bakrelcnimdn, shafeSotvhed directly by DAICE
7,850,000 are common shares issuable upon the exercise of options and warrants, and (iii) 1,450,000 are common sharesnisheatuinveisn of preferred shares.

In June 2007 the board of directors approved the issuance of 48 shares of Series C voting convertitéemahle preferred stock with a par value of $0.001 per share and a liquidation value of $12,500 per sh¢
Each share of&ies C convertible preferred stock may be converted, at the option of the shareholder, into 25,000 shares of commartatedalf dr,200,000 shares of common stock. Each share of preferred
stock has 15 times the number of votes its convemsiprivabnt number of shares of common stock, or 375,000 votes per share of preferred stock. The 48 shares of preferred st widragate of 18
million votes. Effective June 28, 2007, we sold 8 shares of Series C preferred stock for $100,000 ilsA#Sh\¢e also granted to SAIC warrants to purchase up to 1,000,000 shares of our common stock at
exercise price of $0.17 per share expiring in June 2012. On the same day we sold 40 shares of Series C preferred&t0€K fior &&h to Stephen Spereéve also granted to Stephen Sperco warrants to purchase
up to 5,000,000 shares of our common stock at an exercise price of $0.17 per share expiring in June 2012. The Prefestesl @tokwith the common stock on all matters requiring a vote ftetiders and
the Preferred Stock is not redeemabl e by us. Bl u e g anvestrdent innthe tpreférradnstpdk by Mr. Speoco &nd $AKCl on dune(28, 2G07T. éftett the
$600,000 cash investment anduassg that Mr. Sperco and SAIC converted all of the 48 shares of preferred stock into 1,200,000 shares of common sevclsemd@iéxnf the 7,200,000 warrants at $0.17 per
share resulting in $1,020, 000 pr ovaleddéfisit) peroshake lwaudd dhave been re@uced © ¢$8.01p 6 s net tangi bl e book

In May 2010 the board of directors approved the issuance of 10 shares of Series D voting convertifniearable preferred stock with a par value of $0.001 per share and a liquidatioof %8725 per share.
Each share of Series D convertible preferred stock may be converted, at the option of the shareholder, into 25,00fbsimamssibck or a total of 250,000 shares of common stock. Each share of preferred stoc
has 150 times theumber of votes its conversigguivalent number of shares of common stock, or 3,750,000 votes per share of preferred stock. The 10 shares of pkefiéliree\e&t@n aggregate of 37,500,000
votes. The Preferred Stock votes along with the common stoel matters requiring a vote of shareholders and the Preferred Stock is not redeemabiiffegtive. May 22, 2010, we sold 10 shares of Series D
Preferred Stock to SAICSAIC agreed to grant a concession to the Company for the purchase of the 4@fharewly created Series D Convertible#Reteemable Preferred Stock, par value $.001, by modifying
the existing Promissory Note and Security Agreement as follows: (1) SAIC's waiver of accrued interest of $84,740 fardtfie@meFebruary 1, 2010 ibugh May 22, 2010, and (2) SAIC's waiver of any
applicable interest payments for the period from May 23, 2010 through December 31, 2010 (estimated to be up to $100{%8/pitkeent value effect).

I'n February 2011, S A | Estoake aptions rwardantsaabdmman fsharklr issual8epupon th@conversion of preferred skases.a r esult of SAI C6s purchase
Stock, and SAI Cdbs previously and subs e q uieaflyons 44&cfouriconendn sodk aithdus takiogpiritoi aocousit the suger woting powen of the PrefeAdd Stod
and 78% when taking into account the super voting power of the Preferred Stock.

(3) Of the 3,903,868 shares beneficially owned by Mr. Stegnl(@r3,220,279 are common shares owned directly by Mr. Sternberg, and (ii) 683,589 are common shares owned indire8tigrhipévig.

(4) The 2,735,117 shares beneficially owned by Mr. Koehler are common shares owned directly by Mr. Koehler.

(5) Of the 1,779,228 shares beneficially owned by Mr. Davis: (i) 35,023 are common shares owned directly by Mr. Davis, (i) Bfté@@on shares owned indirectly by Mr. Davis, and (iii) 198,000 are
common shares issuable upon the exercise of options arahigar

(6) Of the 850,000 shares beneficially owned by Mr. Leibold: (i) 150,000 are common shares owned directly by Mr. Leiti)l@P8r@D0 shares are common shares issuable upon the exercise of options.

(7) Includes shares, options, warrants arefgored convertible shares owned by these persons.
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TRANSACTIONS WITH RELATED PERSONS, PROMOTERS AND CERTAIN CONTROL PERSONS
During the years ended December 31, 2010 and 2009, the Company engaged in related party transactions as follows:

Secured not@ayable During 2007, the Company entered into a line of credit agreement with SAI Corporation ("SAIC"), a corporation cogtmiie€BO,
Stephen Sperco (fAiSSo), to borrow up to $500, 000. s amendédetdinciease the bdrdwing 200 0 8
$700,000 and on February 28, 2008, Bluegate borrowed the additional $200,000 from SAIC for working capital purposestiokstoomuti as additional
consideration for SAI Cd6s agr g then@ompanytgrantel 8AiCla séctrigy infereshid its assets ag nhore speaificaflyaletailed in
the Promissory Note and Security Agreement, and increased the interest rate from 12% to 15% per annum. On July 14in206Bcribdit agreement with

SAIC was amended to increase the borrowing to $900,000 and on July 31, 2008, Bluegate borrowed the additional $200,000 frorv@RIlE foapital
purposes. Upon Bluegate borrowing the additional $200,000, the Company agreed to pay (1) SAIC a $40,00énhdegirzatd (2) Sperco Technology Group,

Il nc. (ASTGo) , a corporation controlled by SS, al l p a snto a dhoreterra umseauret! Isant o t
with SAIC to meet its working capital needs to borrow $68. Upon borrowing the $65,000, the Company agreed to pay SAIC a $6,500 origination fee and to
repay SAIC with the first available funds once the August 15, 2008 payroll and medical insurance premium was paid. Thepaairtpan$65,000 loan and
$6,500fee on August 15, 2008. On August 28, 2008, the Company borrowed $50,000 from SAIC and agreed to pay SAIC a $5,000 feegifhédCompany

paid the $50,000 funds borrowed and $5,000 fee on September 11, 2008. On October 16, 2008, the lingyodemesfit avith SAIC was amended to increase the
borrowing to $1,100,000 and on October 21, 2008, Bluegate borrowed the additional $200,000 from SAIC for working caysiésl ppn Bluegate borrowing

the additional $200,000, the Company agreed to pa$A1¢ a $20,000 origination fee and (2) STG all past due amounts totaling $56,837. On February 23, 2009,
the line of credit agreement with SAIC was amended to increase the borrowing to $1,300,000 and on February 26, 200%0Biowgdtehe additional
$200,000 from SAIC for working capital purposes. Upon Bluegate borrowing the additional $200,000, the Company agreed@ag$2®E200 origination fee.

The note payable to SAIC is due on demand and pursuant to the terms of the note; SAIC made fodpeayaneint during 2009Thirty days elapsed since SAIC

made demand for payment and we were unable to repay SAIC and, as a result, this debt was in default in the principa$2/300e100. Effective November

7, 2009, as a result of the Companyenterg i nt o an Asset Sale and Purchase Agreement to sell
Heal t hcare I nformation Management Systems (fAHI MS0) ass e espectively, hSprimcipat o , L
amount of the SAIC debt was reduced to $1,200,000 and SAIC rescinded its demand for payment. Additionally, interestt@mpalabieo to SAIC was
suspended from November 1, 2009 through February 28, 2010. See Disposition of Certain Asetinass footnote 3.

Effective May 22, 2010, we sold 10 shares of Series D Preferred Stock to SAIC. SAIC agreed to grant a concession torthéo€tdmepaurchase of the 10
shares of a newly created Series D Convertible-Redeemable Preferred Stogsar value $.001, by modifying the existing Promissory Note and Security
Agreement as follows: (i) SAIC's waiver of accrued interest of $84,740 for the period from February 1, 2010 through BEY, 22d2(ii) SAIC's waiver of any
applicable interest yanents for the period from May 23, 2010 through December 31, 2010 (estimated to be up to $109,973 without any pre#fect)value e

As of December 31, 2010 and 2009, the Company owed $1,200,000. During 2010 and 2009, the Company incurred interest #xpeels¢ed party note
payabledebt of $84,48&nd $187,808, respectively. At December 31, 2010 and 2009, $26,562 is payable to SAIC and included under the captiabiitesued
to related parties totaling $70, 481 and $73,337, respectivelyedratance sheet.

Unsecured notes payablBuring 2006, the Company entered into a line of credit agreement with Manfred Sternberg ("MS"), former Chief Strateggn@fficer
William Koehler ("WK"), former President and COO, for Bluegate to borrow up t®$80 from each of them. As of October 31, 2009 the Company had
borrowed $34,451 and $34,628 from MS and WK, respectively.

The notes were due upon demand and during the year ended December 31, 2009, the Company incurred interest experied patitheatels payable debt of
$10,176.

The note payable to WK, former Director/Corporate Officer, was due on demand and pursuant to the terms of the note; Vdémaamkfar payment during

2009. Thirty days had elapsed since WK made his demand for pagntenie were unable to repay the debt at that time and, as a result, that debt was in default in
the principal amount of $34,628 plus accrued interest to September 30, 2009 in the amount of $7,182. As a result of tilee@enTminto a Separation
Agreement and Mutual Release in Full of all claims with WK effective November 7, 2009, the note payable in the principalf38416&&plus accrued interest

to October 31, 2009 in the amount of $9,004 was paid in full. See Disposition of Certain As&aisiagds footnote 3.

Note payable to MS, former Director/Corporate Officer, was due on demand. As a result of the Company entering intooa 3gpeeatient and Mutual Release
in Full of all claims with MS effective November 7, 2009, the note payabthe principal amount of $34,451 plus accrued interest to October 31, 2009 in the
amount of $7,922 was paid in full. See Disposition of Certain Assets and Business footnote 3.

Accounts payable to related par88 is the founder and President of STGGS3 a privately held consulting firm that focuses in the areas of Telecommunications
and Information Technology systems. STG provides independent, third party consulting, planning, and facilities managieeenbsgng 2010 and 2009 the
Company incured -0- and $18,250, respectively of consulting services from STG. At December 31, 2010 and 2009 there were no amounts owedrtogSTG.
2010 and 2009, the Company incurred interest expense on the related party accounts payable debt@e BTHa8 respectively.

SS is the sole manager and member of Sperco, LLC, a Texas limited liability company. On November 7, 2009, as a r€uitpdrieentering into an Asset

Sale and Purchase Agreement to sell certain Bluegate Corporation Medical GraderNetw ( A MGNO0) and Heal thcare I nformat
assets to Sperco, LLC, at December 31, 2010 and 2009, $73,092 and $95,764, respectively is payable to Sperco, LLCdamddercthéecaption accounts
payable to related party on the dnate sheet. Additionally the agreement provided for Sperco, LLC to contract the services of Bluegate employees and resourc
from November 8, 2009 through December 31, 2009 for $169,000 and the $169,000 was treated as an increase to Addiitioaptgaiéffective January 1,

2010, Sperco, LLC commenced providing management, accounting and administrative services, as well as, network infeastreotireeering support to
Bluegate as needed in exchange for space and associated services. Effigcliy@ 10 Bluegate agreed to pay $15,000 monthly for those services and as of
December 31, 2010 Bluegate owed $90,000 for those services and they are included under the caption accounts payhbiertp celtte balance sheet.

Effective July 1 though December 31, 2010 Sperco entities, agreed to pay a monthly amount of $4,000 for office space and associate®smyatesdo the

Sperco entities. As of December 31, 2010, the Sperco entities owed $24,000 in rent payments to Bluegate06Che iB2luded as an offset and included
under the caption accounts payable to related party totaling $139,092 on the balance sheet.
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Accrued liabilities to related partieAs of December 31, 2010 and 2009, $37,916 of fees accrued to Board of Dinecbdrer Stephen Spere®17,499 and
former Board of Director member Dale Geary$20,417 are included under the caption accrued liabilities to related parties totaling $70,481 and $73,337,
respectively on the balance sheet.

As of December 31, 2010 an@®@, $6,000 of accrued vehicle allowances to Stephen Sperco is included under the caption accrued liabilities to iedated part
totaling $70,481 and $73,337, respectively, on the balance sheet.

As a result of the Company entering into a Separation Aggaeand Mutual Release in Full of all claims with MS and WK effective November 7, 2009, accrued
director s 6 ahdckaecsuedoséhicl®a®vanded 8f$6,000 MS and accr ued chndraccudd vehisliallofvanees of SEIEONK2 2 , 4 C
were eliminated. See Disposition of Certain Assets and Business footnote 3.

Office spaceln May 2006 there was an agreement that Manfred Sternberg & Associates may occupy space and use the services dopthetéomsthat the
Company holds a &se on the property. As a result of the Company entering into a Separation Agreement and Mutual Release in Full ofvathdia8ns
effective November 7, 2009, MS agreed to vacate t héCeRnAseasapdBssiness fbatnote s
3.

During the year ended December 31, 2010, the Company engaged in equity transactions as follows:

I n May 2010, Bl uegateds board of directors app frredeneable prefered stxlswitaanparevalue 6f 1 0
$.001 per share and a liquidation value of $8,725 per share. Each share of Series D convertible preferred stock migchettreveption of the shareholder,

into 25,000 shares of common stock or a totél5#,000 shares of common stock. Each share of preferred stock has 150 times the number of votes its-conversiol
equivalent number of shares of common stock, or 3,750,000 votes per share of preferred stock. The 10 shares of piefeilicbdastan aggrgate of
37,500,000 million votesOn May 22, 2010we sold 10 shares of Series D preferredosc k t o S Al Corporation (ASAI Co),
Spercoby modifying the existing Promissory Note and Security Agreement as follows: (1)sSw#ver of accrued interest of $84,740 for the period from
February 1, 2010 through May 22, 2010, and (2) SAIC's waiver of any applicable interest payments for the period fror@0aytid®ugh December 31, 2010
(estimated to be up to $109,973 withany present value effect). See footnote 6.

During the year ended December 31, 2009, the Company engaged in equity transactions as follows:

Effective November 7, 2009, Bluegate entered into the following transactions: 1) disposed of certain MedicatGrad®N k ( A MGNO) asset s a
elimination of certain liabilities (consisting primarily of: a) furniture, computers and related software and periphbralss#it889 book value; b) contracts,
agreements, lists of telephone and fax numbemendes, permits, intellectual properties, registered mark for MGN and business name of Bluegat6-wi¢h a

book value; c) eliminated liabilities of $43,607 principally related to customer product prepays which were assumedrtlyatber)pto Spercd, LC ( A Sper c
(an entity controlled by Stephen Sperco (fAiSSd), our OEOOPA eash athck$iAO,00Di r e
forgiveness of debt to SAI Cor por at inetnadjustmeditAof €300 due donBluegate from YBpercoorestltng frome d
Bl uegateds collection of principally accounts r ecei y20@ltheough Deceamber 319g2008,1 6 1
of fset by Spebil6d,000 o Blpegagerfoe the persofinel, facilities, tools, and resources necessary for Bluegate to support both the M@\ and H
operations for Sperco for the same period; 2) entered into a Separation Agreement and Mutual Release in Full of ahclaikiewi f r ed St er nber g
Director/Corporate Officer), which included the elimination of $28,499 of accrued director fees and vehicle allowandeniedre repayment of a loan plus
accrued interest totaling $44,369 to MS; and 3) enteredAntoSe par ati on Agreement and Mutual Rel ease in
(former Director/Corporate Officer), which included the elimination of $28,499 of accrued director fees and vehicle allowexdeange for repayment of a loan
pbus accrued interest totaling $44,374 with a direct p aisposedrof certhio TriNgKtd s A

Technol ogy Group, I nc. s assets and busi ne gesand(periphersls with ®-met bopk valueab) lists gf o f :
telephone and fax numbers and intellectual properties wifh met book value) to Trilliant Corporation (an entity controlled by WK) for a cash payment of
$5,000; and 5) disposed of certain Blaege Heal t hcare I nformation Management Systems (AHI MSO

agreements and intellectual properties witB-anet book value) to SAIC in exchange for a Mutual Release in Full of certain claims apadgn$dnt to SAIC; and
6) obtained a Fairness Opinion dated November 6, 2009 presented by Convergent Capital Appraisers.

As a result of these transactions, Bluegate received $105,000 cash; reduced the secured note payable to SAIC by $iL66,008gpaed notes payable and
accrued interest of $88,743 to MS and WK; eliminated $56,998 of accrued liabilities to MS and WK; recorded $24,234 of @quesipally legal and
professional); removed the remaining book value of fixed assets of $17,889 aedith$%3,607 of customer liabilities assumed by Sperco and the net effect of
$263,484 as an increase to additional paidapital since the effect was treated as related party forgiveness of debt. Additionally the agreement provided for
Sperco, LLC to caimact the services of Bluegate employees and resources from November 8, 2009 through December 31, 2009 for $169,0ED AaD the$

treated as an increase to Additional paidapital.

As of December 31, 2010, the company has outstanding: (i) 2668B3hares of common stocki) (16,241,133 warrants; (iii) 6,905,43%tions; and, (iv)
preferred stockhat are convertible into 1,480 shares of common stock, resulting in on a fully diluted b8@j630,131shares of common stock. However, the
conmpany currently has only 50,000,000 shares of common stock authorized by our Articles of Incorporation. If all of thefheiteasts, options, convertible

debt and preferred stock requested to exercise or convert all of the warrants, options, Edebttiand preferred stock, we would be unable to accommodate
630,131shares of common stock in those requests. The company could have liability in the future if an option holder, warramteferict,stock holder or

holder of convertible debt desir¢o exercise or convert but cannot because we do not have enough unissued common stock available for issuance. However,
following individual or entities have waived their reservation of common stock underlying options and warrants until esticattira board of directors deems

the waiver is not necessary as follows: StephemcBpand related entities650,000 shares.



DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION FOR SECURITIES ACT LIABILITIES

The Nevada Revised Statutes Section 78.75%6@iges that a corporation may indemnify any person who was or is a party or is threatened to be made a party to an
threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigativeaneacéiph byor in the right of the
corporation, by reason of the fact that he is or was a director, officer, employee or agent of the corporation, orsereing/ag the request of the corporation as a
director, officer, employee or agent of another corporapantnership, joint venture, trust or other enterprise, against expenses, including attorneys' fees, judgments
fines and amounts paid in settlement actually and reasonably incurred by him in connection with the action, suit ogpfdeeeih Is notiable pursuant to NRS
78.138; or (b) Acted in good faith and in a manner which he reasonably believed to be in or not opposed to the best iheecestration, and, with respect to any
criminal action or proceeding, had no reasonable cause &védlis conduct was unlawful. The termination of any action, suit or proceeding by judgment, order,
settlement, conviction or upon a plea of nolo contendere or its equivalent, does not, of itself, create a presumptiqretban fis liable pursuant &RS 78.138 or

did not act in good faith and in a manner which he reasonably believed to be in or not opposed to the best interestpas&tiom,cor that, with respect to any
criminal action or proceeding, he had reasonable cause to believe thatdhistcwas unlawful. A corporation may indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action or suit by or in the right of the corpaetienagudgment in its favor by reasain

the fact that he is or was a director, officer, employee or agent of the corporation, or is or was serving at the thegjaegpafation as a director, officer, employee or
agent of another corporation, partnership, joint venture, trust or otlegpese against expenses, including amounts paid in settlement and attorneys' fees actually and
reasonably incurred by him in connection with the defense or settlement of the action or suit if he: (a) is not liabletpN&R# 78.138; or, (b) Acted good faith

and in a manner which he reasonably believed to be in or not opposed to the best interests of the corporation. Irfemaifinatibe made for any claim, issue or
matter as to which such a person has been adjudged by a court of compistiotiqn, after exhaustion of all appeals therefrom, to be liable to the corporation or for
amounts paid in settlement to the corporation, urdagsonly to the extent that the court in which the action or suit was brought or other court of comsdéstign
determines upon application that in view of all the circumstances of the case, the person is fairly and reasonably iedgtheditty for such expenses as the court
deems proper. To the extent that a director, officer, employee or agecomfoaation has been successful on the merits or otherwise in defense of any action, suit or
proceeding referred to in subsections 1 and 2, or in defense of any claim, issue or matter therein, the corporati@msiifgllhingd against expenses, incluglin
attorneys' fees, actually and reasonably incurred by him in connection with the defense.

The Nevada Revised Statutes Section 78.751 provides that any discretionary indemnification pursuant to NRS 78.750&redl&sseocourt or advanced pursuant

to Section 78.751, may be made by the corporation only as authorized in the specific case upon a determination theaficenftiife director, officer, employee or
agent is proper in the circumstances. The determination must be made: (a) By theldéosk(b) By the board of directors by majority vote of a quorum consisting of
directors who were not parties to the action, suit or proceeding; (c) If a majority vote of a quorum consisting of dinecteese not parties to the action, suit or
proceeding so orders, by independent legal counsel in a written opinion; or (d) If a quorum consisting of directors who &eiesnot the action, suit or proceeding
cannot be obtained, by independent legal counsel in a written opinion. The articlesrpbiiation, the bylaws or an agreement made by the corporation may provide
that the expenses of officers and directors incurred in defending a civil or criminal action, suit or proceeding mustyltegaimporation as they are incurred and in
advanceof the final disposition of the action, suit or proceeding, upon receipt of an undertaking by or on behalf of the dioffater tw repay the amount if it is
ultimately determined by a court of competent jurisdiction that he is not entitled to Ienifidd by the corporation. The provisions of this subsection do not affect
any rights to advancement of expenses to which corporate personnel other than directors or officers may be entitledcontrectany otherwise by law. The
indemnification pursant to NRS 78.7502 and advancement of expenses authorized in or ordered by a court pursuant to this section: (a)dhaks amot ether
rights to which a person seeking indemnification or advancement of expenses may be entitled under the artiokp®maftion or any bylaw, agreement, vote of
stockholders or disinterested directors or otherwise, for either an action in his official capacity or an action in @petitgrwhile holding his office, except that
indemnification, unless ordered by aucbpursuant to NRS 78.7502 or for the advancement of expenses made pursuant to subsection 2, may not be made to or
behalf of any director or officer if a final adjudication establishes that his acts or omissions involved intentionalutiistrand © a knowing violation of the law and

was material to the cause of action, and, (b) Continues for a person who has ceased to be a director, officer, emplttyaecdomages to the benefit of the heirs,
executors and administrators of such a person.

Our Articles of Incorporation at Article VIII provides that the Corporation shall, to the fullest extent permitted by thex \Bmregtal Corporation Law, as the same
may be amended and supplemented, indemnify any an all persons whom it shall have paleenridyiinder said Law from and against any and all of the expenses,
liabilities, or other matters referred to in or covered by said Law, and the indemnification provided for herein shakaotdukexclusive of any other rights to which
those indemnigd may be entitled under any Bylaw, agreement, vote of stockholders or disinterested directors or otherwise, bot as bisaafficial capacity and

as to action in another capacity while holding such office, and shall continue as to a persos védaséd to be a director, officer, employee, or agent and shall inure
to the benefit of the heirs, executors, and administrators of such a person.

Our Bylaws at Article X provide that the: The Company shall indemnify any person who was or is a mattyeatened to be made a party to any threatened, pending

or completed action, suit or proceeding, whether aiviininal, administrative or investigative (other than an action by or in the right of the Company) by reason of the
fact that he is or wasdirector, officer, employee or agent of the Company, or is or was serving at the request of the Company as a direcemmiffiee or agent

of another corporation, partnership, joint venture, trust or other enterprise, against expenses (induudyg'dées), judgments, fines and amounts paid in settlement
actually and reasonably incurred by him in connection with such action, suit or proceeding if he acted in good faitmandén lae reasonably believed to be in or

not opposed to the besttérests of the Company, and, with respect to any criminal action or proceeding, had no reasonable cause to beliece s aoridwful.

The termination of any action, suit or proceeding by judgment, order, settlement, conviction or upon a pleaaftenbtere or its equivalent, shall not, of itself,
create a presumption that the person did not act in good faith and in a manner in which he reasonably believed to thepjposedido the best interests of the
Company, and, with respect to any dnal action or proceeding, had reasonable cause to believe that his conduct was unlawful. The Company shall indemnify an
person who was or is a party or is threatened to be made a party to any threatened, pending or completed action ar thet igjhioof the Company to procure a
judgment in its favor by reason of the fact that he is or was a director, officer, employee or agent of the Comparwasrsisreing at the request of the Company as

a director, officer, employee or agent of anothepomtion, partnership, joint venture, trust or other enterprise against expenses (including attorneys' fees) actually an
reasonably incurred by him in connection with the defense or settlement of such action or suit if he acted in goodnfaitmameér he reasonably believed to be in

or not opposed to the best interests of the Company and except that no indemnification shall be made in respect oissue @aimatter as to which such person

shall have been adjudged to be liable to the Compalegsiand only to the extent that the Court of Chancery or the court in which such action or suit was brought shall
determine upon application that, despite the adjudication of liability but in view of all the circumstances of the cgmrsends faiy and reasonably entitled to
indemnity for such expenses which the Court of Chancery or such other court shall deem proper. To the extent that affidieecemployee or agent of the
Company has been successful on the merits or otherwise in defemsg action, suit or proceeding referred to in this Article, or in defense of any claim, issue or
matter therein, he shall be indemnified against expenses (including attorneys' fees) actually and reasonably incurrdd bgnhiuation therewith. Any
indemnification under this Article (unless ordered by a court) shall be made by the Company only as authorized in theaspegifizn a determination that
indemnification of the director, officer, employee or agent is proper in the circumstances bechasertet the applicable standard of conduct set forth in this Article.
Such determination shall be made (a) by the Board of Directors by a majority vote of a quorum consisting of directore whbpaetiies to such action, suit or
proceeding, or (b) iSuch quorum is not obtainable, or, even if obtainable a quorum of disinterested directors so directs, by independemiskigal @ovritten

opinion, or (c) by the stockholders. Expenses (including attorneys' fees) incurred by an officer or diréef@ndting in a civil, criminal, administrative or
investigative action, suit or proceeding may be paid by the Company in advance of the final disposition of such astipmaestding upon receipt of an undertaking

by or on behalf of such director officer to repay such amount if it shall ultimately be determined that he is not entitled to be indemnified by the Company as
authorized by this Article. Such expenses (including attorneys' fees) incurred by other employees and agents may perssuphiteuns and conditions, if any, as

the Board of Directors deems appropriate. The indemnification and advancement of expenses provided by, or granted phesoidrgr tseubsections of this Article

shall not be deemed exclusive of any other rightghizh those seekingdemnification or advancement of expenses may be entitled under any bylaw, agreement, vote
of stockholders or disinterested directors or otherwise, both as to action in his official capacity and as to actioericegaatty while blding such office. The
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Company shall have the power to purchase and maintain insurance on behalf of any person who is or was a directoploffeegremgent of the Company, or is or

was serving at the request of the Company as a director, offiroplpyee or agent of another corporation, partnership, joint venture, trust or other enterprise against
any liability asserted against him and incurred by him in any such capacity, or arising out of his status as such, wbether@mpany would hatke power to
indemnify him against such liability under this Article. For purposes of this section references to "the Company" dhellimatidition to the resulting corporation,

any constituent corporation (including any constituent of a constjtabsbrbed in a consolidation or merger which, if its separate existence had continued, would have
had power and authority to indemnify its directors, officers, and employees or agents, so that any person who is acieas atfitier, employee or ageof such
constituent corporation, or is or was serving at the request of such constituent corporation as a director, officer,ceragkyeef another corporation, partnership,

joint venture, trust or other enterprise, shall stand in the same pasitifen this Article with respect to the resulting or surviving corporation as he would have with
respect to such constituent corporation if its separate existence had continued. The indemnification and advancemses girexjued by, or granted purstio,

this Article shall, unless otherwise provided when authorized or ratified, continue as to a person who has ceasecetwdoeddfider, employee or agent and shall
inure to the benefit of the heirs, executors and administrators of such a.péotbimg contained in this Article or elsewhere in these Bylaws, shall operate to
indemnify any director or officer if such indemnification is contrary to law, either as a matter of public policy, otengievisions of the Securities Act of 1933, as
amended, the Securities Exchange Act of 1934, as amended, or any other applicable state or Federal law.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to our directors, asfticeontrolling persorsursuant to the
forgoing provisions or otherwise, we have been advised that, in the opinion of the Securities and Exchange Commissdemaififation is against public policy
as expressed in that Act and is, therefore, unenforceable.
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