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Blackwater Midstream Corp.
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PART |
Item 1. Business.
Our CorporateHistory

Unlessindicated otherwise, theterms “our”, “we”, “us” and similar language refer to Blackwater Midstream Corp. (the “Company”), together with our
subsidiaries. Company references herein are referring to consolidated information pertaining to Blackwater Midstream Corp., (formerly Laycor Ventures Corp.), the
registrant, our wholly owned subsidiaries Blackwater New Orleans, L.L.C. and Blackwater Georgia, L.L.C. and to Laycor Ventures, Corp.

Wewereincorporated in the State of Nevada, USA on March 23, 2004 as a devel opment stage company primarily engaged in the acquisition and exploration of
mining properties. We changed our name from Laycor Ventures Corp. to Blackwater Midstream Corp. on March 18, 2008 and on March 21, 2008, achange in the
ownership and management control of the Company occurred whereby, we changed our business objective to become an independent devel oper and manager of
third party fuel, agricultural and chemical bulk liquid storage terminals. Commencing in May 2008, we hired new management and appointed a new board of directors.

On September 9, 2008, we formed Blackwater New Orleans, L.L.C. (“BWNQ"), aLouisianalimited liability company, as our wholly owned subsidiary. Wewereinthe
development stage of developing and managing third party storage terminals from March 2008 through December 23, 2008, when we acquired the Westwego, LA
liquid bulk storage terminal (the “Westwego Terminal”) from NuStar Terminals Operations Partnership, L.P. (the “Westwego Acquisition”). Asof that date, we
became an operating company and were no longer in the devel opment stage.

On February 26, 2010, we formed Blackwater Georgia, L.L.C. (“BWGA"), a Georgialimited liability company, as our wholly owned subsidiary. On July 15, 2010 we
completed the acquisition of the Brunswick, GA liquid bulk storage terminal (the “ Brunswick Terminal”) from NuStar Terminals Operations Partnership, L.P. (the
“Brunswick Acquisition”).

We maintain our statutory registered agent’s office at 3199 East Warm Springs Road, Suite 200, Las Vegas, Nevada 89120. Our executive officeislocated at the
Westwego Terminal, 660 LaBauve Drive, Westwego, L ouisiana 70094; telephone number is (504) 340-3000 and our website addressis
www.BlackWaterMidStream.com. Available on our website are our quarterly and annual reports and amendments, press rel eases and other reports furnished
pursuant to Section 12(a) or 15(d) of the Exchange Act.

Description of Our Business
Third Party Terminalling Business Background

Independent bulk liquid terminals play acrucial role for product distribution within the supply chain. Terminals store arange of productsincluding crude oil, bunker
fuel, gasoline, distillates, chemicals, agricultural products, and renewable fuels.

It is estimated that in the United States, there are approximately 500 million barrels of liquid storage of petroleum, chemicals, agricultural products, and renewable
fuels stored in independent third-party terminals, at any one point in time, between the various refining and manufacturing units and the delivery to the ultimate
consumer.

The importance of bulk terminal facilitiesin the refined product and chemical manufacturing segments has grown significantly over the past decade as the nation’s
product supply patterns have become increasingly more complex. Globally and inthe USA, it is estimated that demand for tank storage capacity will continue to
outstrip supply, fueled by the lack of land available for infrastructure devel opment and increased supply-side economics. Bulk liquid terminals allow producersto
operate their refineries and manufacturing plants more efficiently by providing capacity to level out both increases and decreases in product demand. In addition,
bulk liquid terminals provide amore efficient supply chain by storing the product either closer to the production or consumption locations.




Third-party terminalling businesses are generally independent operations that support many different commercial customersincluding refiners, manufacturers,
blenders, traders and marketers. Incomeisderived from tank leasing, operational charges associated with blending services and throughput charges for receipt and
delivery options. The primary strategic drivers of the business include location and connectivity to logistics infrastructure. Capital investment in terminalling assets
is generally supported by long-term (three years or more) contracts with major oil and gas, chemical and agricultural companies.

Investments resulting in incremental expansion of existing capacity through tank additions and increased utilization of existing infrastructure such as docks, pipeline
origin pumps, truck racks, etc. have been the focus of the industry over the past two decades. Over the past few years, the underlying infrastructure and in some
casesthereal estate associated with many bulk terminals has been exhausted. As such, industry fee structures have evolved with costs for additional capacity,
today increasing over historical levelsto recuperate the total cost for real estate, new tanks and the addition of related terminal infrastructure as well.

The Storage Terminal in Westwego, LA

Payment of the purchase price for the Westwego Termina totaled $4,800,000, which consisted of $2,500,000 in |oan proceeds and $2,300,000 of proceeds from a
private placement in December 2008, and acquisition costs of $119,601. BWNO did not assume any contingent liabilitiesin the Westwego Acquisition.

In connection with the closing of the Westwego Acquisition, BWNO entered into aloan agreement with JPM in the principal amount of $2,500,000, as well as a credit
agreement (the “ Credit Agreement”). Theloan bore interest at the annual rate of 1.5% above the Prime Rate, subject to certain minimum rate requirements. BWNO
paid consecutive monthly installments of interest only, until April 30, 2009. From this date, BWNO also paid monthly principal installments of $41,667. All unpaid
principal and accrued and unpaid interest is finally due and payable on March 31, 2014.

On April 21, 2009, JPM and BWNO amended the Credit Agreement, in which BWNO initially agreed, at all times, to maintain in an account (the “JPM Account”) at
JPM an amount equal to at least twelve (12) months of principal due and payable pursuant to the loan. The amendment waived this minimum balance requirement,
provided that and so long as (i) the JPM Account continues to be pledged to JPM pursuant to the terms of the assignment entered into between the parties and (ii)
commencing April 30, 2009 and continuing on the last day of each calendar month thereafter, proceeds from the JPM Account are applied to pay the scheduled
monthly principal installments of $41,667. During the year ended March 31, 2010, al of the fundsin the JPM Account were fully applied to the scheduled monthly
installments. During the year ended March 31, 2011, this pledge was made moot due to further credit agreements.

On February 12, 2010, BWNO entered into a First Amendment to Credit Agreement (the “ First Amendment”), a Subordination Agreement (the “ Subordination
Agreement”), and a Non-Revolving Line of Credit Note (the “ Credit Note”) in the principal amount of $2,150,000 with JPM; pursuant to the aforementioned
amendment to the Credit Agreement.

The First Amendment amends the Credit Agreement as follows:

1. Subsection 1.2 was added making the $2,150,000 Credit Note available to partially finance construction of three storage tanks and a ship dock at the
Westwego Terminal,

2. Section 5.2B was amended to establish BWNO' s distribution limits up to a maximum amount of $2,150,000 during any fiscal year beginning with the
fiscal year ending March 31, 2011,

3. Subsection 4.13 was added reqguiring the extension of the maturity or the conversion of the Company’s September 2009 convertible debt notes by
certain date intervals,

4. Section 5.2M was amended to revise the Test Period definitions,

5. Reaffirming that the collateral for the Credit Note shall be the Collateral Mortgage, Assignment of Leases and Rents and Security Agreement by BWNO
infavor of JPM, dated December 23, 2008, covering the property at 660 LaBauve Drive, Westwego, L ouisiana; and adds the Security Agreement by
BWNO in favor of JPM of even date herewith covering that certain Terminal Services Agreement between BWNO and Martin Products Sales, L.L.C.,
dated as of November 9, 2009, and

6. Establishing certain required documentation and certain fee payments.

The Subordination Agreement was entered into amongst the Company, BWNO and JPM who agreed that the amount of $3,000,000 previously loaned by the
Company to BWNO is and will continue throughout the indebtedness of BWNO to JPM be subordinated and unsecured debt. The Company had previously
contributed this debt as a capital contribution to BWNO. On January 26, 2010, the Board of Directors of the Company approved aresolution reclassifying thisintra-
company indebtedness |oan as a capital contribution by the Company to the subsidiary.

The Credit Note boreinterest at the annual rate of 2.00% above the Prime Rate, subject to certain minimum rate requirements. BWNO pledged to pay consecutive
monthly installments of interest only, commencing February 28, 2010 and continuing on the last day of each calendar month thereafter. In addition, commencing on
April 30, 2010, and continuing on the last day of each calendar month thereafter, BWNO was to pay principal installments of $35,000. All unpaid principal and
accrued unpaid interest isfinally due and payable on February 12, 2011.




On June 24, 2010, BWNO entered into aLine of Credit Notewith JPM. This Line of Credit Note provided BWNO access to an amount up to $500,000 to provide
working capital and to finance the contract capital improvements, tank modifications, piping, drumming equipment, etc. The Line of Credit Note boreinterest at an
annual rate of 2.00% above the Prime Rate. Commencing July 31, 2010, BWNO was to make monthly interest payments until maturity, June 30, 2011, when the
principal sum will be due. Inaddition, BWNO and JPM also amended BWNO's existing Credit Agreement, adding the Line of Credit to its credit facility and adding
several newly defined terms. Copies of the Line of Credit Note, Continuing Security Agreement and Amendment to Credit Agreement are attached hereto as Exhibit
10.28, and are hereby incorporated by reference.

On October 24, 2010, BWNO entered into the Fourth Amendment to Credit Agreement and a Term Note with JPM (collectively the “ October 2010 Note”). The
October 2010 Note consolidated all of BWNO's previous |oan agreements with JPM and provided additional proceedsin the amount of $374,160 for atotal revised
principal amount of $3,766,667. The October 2010 Note bearsinterest at an annual rate of 1.5% above the Prime Rate. Commencing October 31, 2010, BWNO will
make monthly principal payments of $97,822 and interest payments until maturity on September 30, 2014.

In January 2011, JPM responded affirmatively to the Company’s request to delay the next few months of principal payments on the October 2010 Note and make
payments as we are able. JPM and the Company agreed that the Company’s funds would be better used by making payments against outstanding accounts
payable. The January 2011 principal payment was paid in February 2011, the February 2011 principal payment was paid in March 2011, the March principal payment
was paid in April 2011, the April principal payment was paid in early June 2011 and the May and June principal payments are scheduled to be paid in June 2011.

All loan agreements with JPM are secured by an existing Collateral Mortgage on the Westwego Terminal Property, along with a Continuing Security Agreement
granting JPM a security interest in BWNO's accounts, chattel paper, general intangibles and instruments, deposit accounts, documents, equipment, letter of credit
rights and contracts.

The Storage Terminal in Brunswick, GA

On July 15, 2010, we completed the acquisition of the 161,000 barrel Brunswick Terminal. Theterminal consists of two 80,000 barrel |easable above ground storage
tanks, and two 500 barrel leasable above ground storage tanks, an office building, a two-bay covered truck loading rack and other site improvements located on
approximately 6.5 acres of land leased from the Georgia Ports Authority, including access to a shared ship dock.

The purchase price for the Brunswick Terminal was set at $1,800,000 (the “ Purchase Price”.) We commissioned and obtained aleasehold valuation appraisal (the
“Brunswick Terminal Appraisal”) from athird-party independent appraisal firm. The Brunswick Terminal Appraisal concluded that the leasehold value of the
Brunswick Terminal as of July 15, 2010 was $1,900,000. Therefore, we valued the combined assets at the Brunswick Terminal for $1,900,000 and recorded a $100,000
gain for the difference, which isrecorded in the Company’s consolidated statement of operations.

The Brunswick Terminal currently has alease in place with the Georgia Ports Authority which is scheduled to terminate September 4, 2012. The seller of the
Brunswick Terminal has agreed to assist usin obtaining anew lease agreement prior to the expiration of the current lease. |f anew lease agreement cannot be
obtained, or an extension of the current lease cannot be negotiated prior to the expiration of the current lease, the Purchase Price shall be reduced by $500,000.

Employees

We employ twenty-three full-time employees and one part-time employee for atotal of twenty-four people; of which twenty-one are based at our Westwego Terminal
and three are based at our Brunswick Terminal. The positions held are Chief Executive Officer, Chief Operations Officer, Chief Commercial Officer, Chief Financial
Officer, Logistics Manager, Assistant Terminal Operator, Foreman, Operators, Maintenance, and Accounting Clerks.

Significant Customers

At acquisition, the Westwego Terminal in December 2008 had a utilization rate of the |easable barrel storage capacity of approximately 38%. Asof May 1, 2011 the
Westwego Terminal had contracts with six customers utilizing approximately 83% of its |easable barrel storage capacity. The contracted |eased storage to our largest
customer comprised approximately 40% of our total barrel storage utilization, with our next two largest customers comprising approximately 21% and 21%
respectively. Theincreasein utilization is mainly due to our having secured additional long-term contract customers. The main products stored at our Westwego
Terminal as of the date of this Annual Report on Form 10-K are soybean oils, lubricating oils, and 50% diaphragm grade caustic soda. Asof May 1, 2011, one
customer accounted for approximately 32% of total revenue. In August 2010, the Westwego Terminal began package filling activities for a contracted customer,
anticipated to contribute over $1 million in revenues per year over each of the three-year contract periods.




At acquisition, the Brunswick Terminal in July 2010 had a utilization rate of the leasable barrel storage capacity of 0%. Asof May 1, 2011 the Brunswick Terminal had
along-term contract with one customer utilizing 100% of its|easable barrel storage capacity. The main product stored at the Brunswick Terminal isliquid fertilizer.

Per centage of M onthly Consolidated Stor age Revenues Gener ated by all of our Customersasof May 1, 2011:
Customer “A” =28%

Customer “B” =25%

Customer “C” =14%

Customer “D” =12%

Customer “E” =6%

Customer “F” = 3%

Customer “G” =12%

Growth of our Business
We are engaged in the business of third-party terminalling; specifically, bulk liquid storage at our Westwego and Brunswick Terminals.

Asof March 31, 2011, our Westwego Terminal had 46 above ground storage tanks for atotal |easable capacity of approximately 857,000 barrels. Construction
projectsinitiated after March 31, 2011 include piping modifications, and other tank and building modifications associated with recent contract agreements with two
customers. The Westwego Terminal site has approximately five acres of undevel oped land available for expansion, and space available within the area of the current
terminal. The Company believes these areas can support approximately 400,000 barrels of new tank storage.

Our Brunswick Terminal has two |easable 80,000 barrel above ground storage tanks and two leasable 500 barrel storage tanks for acombined |easable capacity of
161,000 barrels.  The Brunswick Terminal aso has land available for development for approximately 150,000 barrelsin new tank storage.

Our operations support many different commercial customers, including commodity brokers, refiners and chemical manufacturers. The Westwego Terminal’s location
within the Port of New Orleans, the warehousing and distribution attributes thislocation provides, and along with the diversity of our customer base; contributesto
the potential diversity of the products customers may want stored in our terminal. The products will however generally fall into two broad categories: chemical and
agricultural. Our terminal within the Georgia Ports Authority isideally suited to serve petroleum, chemical and agricultural customerswho need deep-water access
and distribution in the southeastern sector of the United States of America.

At both of our terminals, our incomeis primarily derived from tank leasing on guaranteed “take or pay” contracts. Additional income is derived from operational
charges associated with ancillary services provided to our customers; such as excess throughput, product heating, package filling, product circulation, etc. The
terms of our storage leasing contracts range from month-to-month, to multiple years, with renewal options.

We generally receive our customer’sliquid product by river barge or ship at our Mississippi River dock at the Westwego Terminal and by river barge at our
Brunswick Terminal. The product istransferred from barges or shipsto the leased storage tank(s) viathe terminals’ internal pipeline apparatus. The customer’'s
product is removed from storage at our terminals by truck, railcar and/or by barge or ship. The length of time that the customer’s product is held in storage without
transfer varies depending upon the customer’s needs.

Our current business model isto increase the utilization at the Westwego Terminal, expand storage at the terminal sites as needed, and to pursue the acquisition of
other underachieving, underutilized storage terminal s through asset purchases and management agreements. We believe the considerable experience of the
Company’s management team will be akey factor in transitioning underperforming terminals into viable profit centers. We expect these acquisitions to provide
immediate accretive results to the Company’s operations, and will also allow usto serve the specific storage needs of our customers at our various terminals.




Competition

Thefuel, chemical and agricultural liquid storage businessis highly competitive. We expect this competitive environment to continue in the future. Weface
competition from anumber of existing storage facilities within the New Orleans to Baton Rouge, L ouisianarefining and manufacturing corridor and the southeast
USA, Floridaand Georgiaarea. We believe that current economic conditions present additional opportunitiesin the bulk liquid storage industry by allowing refiners
and manufacturers the ability to manage product inventories and plant production ratesin response to fluctuating consumption demands and variations in market
product pricing. Asconsumers continue to demand amore efficient supply chain from refiners and manufacturers, this demand for storage will continue to drive
capacity expansionsin the terminal industry.

Some of our competitorsinclude Kinder Morgan, International Matex Tank Terminals and the Westway Group. Many of our competitors have longer operating
histories, better brand recognition and significantly greater financial, technical and marketing resources than we do. Many of these competitors may have well-
established rel ationships with customers and other key partners and can devote substantially more resources to marketing and sales. Larger competitors may enjoy
significant competitive advantages that result from, among other things, alower cost of capital and enhanced operating efficiencies.

However, we believe we offer prospective customers greater flexibility with their storage needs, due to current excess capacity and our ability to also offer them
competitive long-term contract rates. Additionally, the Westwego Terminal and the Brunswick Terminal sites offer storage tank expansion potential, which can be
custom-designed to specific customer requirements.

Resear ch and Development
We have not spent any funds during either of our last two fiscal years on research or development.
Intellectual Property

We do not hold, nor have we applied for, any patents, trademarks, licenses, franchises or concessions, nor are we a party to any royalty agreements or labor
contracts.

Environmental

Under various federal, state and local laws, ordinances and regulations, we are considered to be an owner or operator of real property and may have to arrange for the
disposal or treatment of hazardous or toxic substances. Asaresult, we could become liable for the costs of removal or remediation of certain hazardous substances
released on or near our property. We could also be liable for other costs that relate to hazardous or toxic substances, including governmental fines and injuriesto
persons and/or properties. Many of the chemicals and products we store may be considered to be hazardous materials. |nadvertent releases or spills can subject us
to costly remediation expenses and/or fines.

We have pollution, property, auto, general marine liability, cargo and umbrellainsurance coverage, aswell as workers compensation insurance. Each of our insurance
carriers currently hasan AM Best Rating of A to A+.

On February 9, 2009 one of our storage tanks with aleasable capacity of approximately 47,000 barrels devel oped aminor leak during theinitial introduction of our
customer’s product (sulfuric acid) into thetank. Terminal staff detected the leakage in its early stages, which was successfully contained in the designed earthen
berm area. Terminal staff and management immediately contacted and apprised all required federal, state and local authorities and agencies of the

situation. Additionally, terminal staff began remediation and cleanup efforts and activated expert environmental cleanup companies. One of the effortsto minimize
the leakage was to transfer the product into an adjacent 100,000 barrel storage tank. Thistank also seemed to be experiencing a possible leak, so the product was
transferred into rented barges specifically designed for the product.

During the event we worked closely with various agencies and subcontractors and were successful in stopping and containing the leakage. To our knowledge there
have been no reported i njuries among staff, management, subcontractors, agency staff, nor the community.

All necessary repairs to the tanks have been completed as well asall environmental cleanup.  Our out-of-pocket expenses include our insurance deductible amounts
of $25,000 and $250,000 for the property and pollution policies, respectively.

In October 2009, we received payment of $250,000 as per a settlement agreement reached with our property insurance carrier.




In relation to our pollution claim, in our Statements of Consolidated Operations for the period December 23, 2008 through March 31, 2009 we incurred and reported
clean up and mitigation expenses of approximately $1,000,000 and reimbursement from our insurance carrier of approximately $181,600, as well asatank disposal
charge of approximately $83,700. In our Statements of Consolidated Operations for the year ended March 31, 2010 we have incurred and reported additional clean up
and mitigation expenses of approximately $191,000 and reimbursement from our insurance carrier of approximately $445,600. In our Statements of Consolidated
Operations for the year ended March 31, 2011, weincurred legal expenses of approximately $7,500, negotiated areduction in related cleanup expenses with a vendor
of approximately $167,700, and agreed upon a settlement of $260,000 with our pollution carrier; resulting in a net gain of approximately $420,200. As of the year ended
March 31 2011, all expenses and reimbursements have been recorded, resulting in anet loss of $227,386. See table presented in the Results of Operations section of
this report, under Gain/Loss on Disposal of Asset.

Government Approvals and Regulation

We are required to maintain and currently hold approvals and permits from federal, state and local regulatory agencies for air quality and water discharge, aswell as
standard local occupational licenses.




Item 1A. Risk Factors

Asasmaller reporting company, we are not required to make disclosures under thisitem.

Item 1B. Unresolved Staff Comments

Asasmaller reporting company, we are not required to make disclosures under thisitem.

Item 2. Properties.

Our corporate office and Westwego Terminal, with its bulk liquid storage tanks, and dock are located at 660 LaBauve Drive in Westwego, Louisiana. The Westwego
Terminal site consists of approximately 26.5 acres of land, including 46 | easable above ground storage tanks with a combined |easabl e capacity of approximately

857,000 barrels, a ship dock, an office, warehouses, and other site improvements.

Asof May 1, 2011, the Westwego Terminal had a storage tank utilization rate of approximately 83%, based on the total |easable barrel storage capacity of 857,000
barrels. The Westwego Terminal is subject to amortgage held by JPM.

Asof May 1, 2011, the Brunswick Terminal had a storage tank utilization of 100%, based on the total leasable barrel storage capacity of 161,000 barrels. The
Brunswick Terminal currently has aleasein place with the Georgia Ports Authority which is scheduled to terminate September 4, 2012; but which we intend to seek
and obtain renewal.

Item 3. Legal Proceedings.

On May 7, 2010, wefiled suit in the United States District Court Eastern District of Louisiana against our former pollution coverage carrier for unpaid expense
reimbursement claims pertaining to our tank leak incident on February 9, 2009. In dispute were approximately $549,000 worth of unpaid expenses and collection of
attorneys’ fees. InJanuary 2011 we settled this suit in consideration of payment in the amount of $260,000. We received this payment in February 2011.

Item 4. Submission of Mattersto a Vote of Security Holders.

During the fourth quarter of our fiscal year ended March 31, 2011, there were no matters submitted to avote of our shareholders.




PART II.
Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand Issuer Purchases of Equity Securities.
Our shares are traded on the Over-the-Counter Bulletin Board under the symbol “BWMS.” The Company is authorized to issue 200,000,000 shares of common stock
and 20,000,000 shares of preferred stock. Asof June 24, 2011, 55,606,774 shares of common stock had been issued and were outstanding and zero shares of preferred
stock had been issued.

The following table sets forth the range of high and low closing bid prices for the common stock for the fiscal quarters. The over-the-counter market quotations
reflect inter-dealer prices, without retail mark-up, mark-down or commission and may not necessarily reflect actual transactions.

FISCAL QUARTER HIGH BID LOW BID
2012

First Quarter 4-01-11 to 6-24-11 S 0.65 |$ 0.38
2011

Fourth Quarter 1-01-11 to 3-31-11 5 0.68 |4 0.42
Third Quarter 10-01-10 to 12-31-10 5 0.73 |$ 0.3
Second Quarter 7-01-10 to 9-30-10 5 0.41 |3 0.30
First Quarter 4-01-10 to 6-30-10 5 0.50 |$ 0.17,
2010

Fourth Quarter 1-01-10 to 3-31-10 S 0.36 |$ 0.22
Third Quarter 10-01-09 to 12-31-09 5 0.55 |4 0.25
Second Quarter 7-01-09 to 9-30-09 5 0.48 4§ 0.10
First Quarter 4-01-09 to 6-30-09 5 0.25 0.12
Dividends

On January 28, 2008, we declared a stock dividend of two shares of common stock for each share outstanding. As aresult, the number of outstanding shares
increased from 8,011,500 to 24,034,500. Since that time, we have not declared any cash dividends, nor do we intend to do so. Additionally, our loan agreements with
JPM restrict our ability to make dividend distributions. Our dividend policy will be based on our cash resources and needs and it is anticipated that all available cash
will be needed for our operationsin the foreseeable future. All share and per share amountsin thisfiling have been retroactively adjusted to reflect the stock
dividend.

Holders of Record

Asof June 24, 2011 there are approximately 106 active record holders of our common stock.

Outstanding Equity Awardsat Fiscal Year Ended March 31, 2011

The following table summarizes the number of securities underlying outstanding plan awards for each named executive officer as of March 31, 2011.

Option Awards Stock Awards
Equity
Incentive
Equity Plan Awards:
Incentive Plan Market
Equity Awards: or
Incentive Plan Market Number of Payout Value
Awards: Value of Unearned of Unearned
Number of Number of Number Number of Shares or Shares, Shares, Units
Securities Securities of Securities Sharesor Units of Unitsor or Other
Underlying Underlying Underlying Units of Stock Other Rights
Unexercised  Unexercised Unexer cised Option Option Stock That That Rights That That
Options (#) Options (#) Unearned Exercise Expiration Have Not Have Not Have Not Have Not
Name Exercisable unexercisable Options (#) Price ($) Date Vested (#) Vested ($) Vested (#) Vested ($)
Michael D. Suder 0 0 705,882(1) $ 0.17  5/4/2019 0 0 2,861,053(2) 1,597,220
Donald St. Pierre 0 0 0 0 0 0 0 702,590(3) 117,288
DaeT. Chatagnier 0 0 0 0 0 0 0 1,409,328(4) 556,839
Francis Marrocco 0 0 0 0 0 0 0 1,409,328(5) 697,442

10




1) Such options are fully vested and are exercisable at $0.17 per share, the closing price of the common stock on April 1, 2009, the date that such options were
issued. Mr. Suder received this compensation as a director aswell asfor his services as an executive officer of the Company during the fiscal year ending March 31,
2009.

2 Includes (i) 480,690 shares of restricted common stock granted on May 7, 2008 at $2.00 per share as of such date; (ii) 1,321,898 shares of restricted common
stock granted on January 1, 2009, valued at $0.29 per share as of such date;(iii) 1,000,000 shares of restricted common stock granted on March 2, 2009, valued at $0.11
per share as of such date; (iv) 43,465 shares of restricted common stock granted on September 1, 2010, valued at $0.30 per share as of such date; and (v) 15,000 shares

of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The sharesreferenced initems*“i”, “ii”, “iii” “iv” and “v”,
immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Suder is employed by the Company on such date.

3 Includes (i) 150,000 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (ii) 500,000 shares of restricted
common stock granted on March 2, 2009, valued at $0.11 per share as of such date; (iii) 43,465 shares of restricted common stock granted on September 1, 2010,
valued at $0.30 per share as of such date; and (iv) 9,125 shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such

date. Thesharesreferenced initems*“i”, “ii”, "iii” and “iv” immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr.
St.Pierreis employed by the Company on such date.

4) Includes (i) 120,173 shares of restricted common stock granted on May 14, 2008, valued at $2.60 per share as of such date and; (ii) 480,690 shares of restricted
common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (iii) 750,000 shares of restricted common stock granted on March 2, 2009, valued
at $0.11 per share on such date, (iv) 43,465 shares of restricted common stock granted on September 1, 2010, valued at $0.30 per share as of such date; and (v) 15,000

shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The sharesreferenced initems*“i”, “ii”, “iii”, “iv” and “v”
immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Chatagnier is employed by the Company on such date.

5) Includes (i) 120,173 shares of restricted common stock granted on June 1, 2008, valued at $3.77 per share as of such date; (ii) 480,690 shares of restricted
common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (iii) 750,000 shares of restricted common stock granted on March 2, 2009, valued
at $0.11 per share as of such date, (iv) 43,465 shares of restricted common stock granted on September 1, 2010, valued at $0.30 per share as of such date; and (v)
15,000 shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The sharesreferenced initems*“i”, “ii”, “iii”, “iv”
and “v” immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Marrocco is employed by the Company on such date.

Recent Sales of Unregistered Securities; Use of Proceeds from Registered Securities
October 2009 convertible debt offering

On October 15, 2009, we issued $3,001,033 of convertible notes. The convertible notes mature on October 15, 2011 and have a stated annual interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning January 15, 2010. During the year ended March 31, 2011 and 2010, we incurred $300,103 and
$150,249, respectively in interest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share;
and related party investors accounted for $180,000 of the aggregate amount of convertible debt funds collected.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This
change in the conversion feature was evaluated under ASC 815-40. As aresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6)

In connection with the offering, we incurred cash fees of $265,103 and issued 700,000 shares of restricted common stock, valued at $203,000 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costsin the consolidated balance sheet as of March 31, 2010 and are being
amortized over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011,
we amortized approximately $114,000 and $249,000, respectively, of deferred financing cost.

Asaresult of the First Amendment to the Credit Agreement with JPM, the maturity and conversion dates of the convertible debt notesissued pursuant to the
Company’s September 2009 Convertible Debt Offering were to be extended by certain intervals. The actual terms of the amendment are incorporated herein by
reference to Section 4.13 on Page 1 of the Exhibit 10.2 to the Company’s 8-K filed with the SEC on February 18, 2010. Asof March 31, 2011, the maturity and
conversion dates had not been extended.
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March 2010 convertible debt offering

On March 31, 2010, we issued $1,750,000 of convertible notes. The convertible notes mature on March 31, 2012 and have a stated annual interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning June 30, 2010. During the year ended March 31, 2011 and 2010, we incurred $175,000 and $0,
respectively in interest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share; and
related party investors accounted for $70,000 of the aggregate amount of convertible debt funds collected.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This
change in the conversion feature was evaluated under ASC 815-40. As aresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6)

In connection with the offering we incurred cash fees of $164,750 and issued 659,000 shares of restricted common stock valued at $171,340 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costs in the consolidated bal ance sheet as of March 31, 2010 and will be amortized
over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011, we
amortized $0 and approximately $180,150, respectively, of deferred financing cost.

Pur chases of Equity Securities by the Small Business | ssuer and Affiliated Purchasers

None.

Item 6. Selected Financial Data.

Not applicable to smaller reporting company filers.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Forward-looking Statements

The following discussion of the results of our operations and financial condition should be read in conjunction with our financial statements and the notes thereto
included elsewherein this report. This section of this report includes anumber of forward-looking statements that reflect the Company’s current views with respect
to future events and financial performance. Forward-looking statements are often identified by wordslike “believe,” “expect,” “estimate,” “anticipate,” “intend,”
“project,” and similar expressions, or words which, by their nature, refer to future events. Y ou should not place undue certainty on these forward-looking statements,
which apply only as of the date of thisreport. These forward-looking statements are subject to certain risks and uncertainties that could cause actual results to differ
materially from historical results or our predictions.

The following discussion provides an analysis of the results of our operations, an overview of our liquidity and capital resources and other items related to our
business. The following discussion and analysis should be read in conjunction with our consolidated financial statements and related notes included in this Annual
Report on Form 10-K for the year ended March 31, 2011.

Overview of Company and its Operations

Westwego Terminal Operations. On September 9, 2008, we formed BWNO, a Louisiana limited liability company, as a wholly owned subsidiary of the Company, to
acquire the Westwego Terminal .

The purchase price for the Westwego Terminal was $4,800,000, subject to certain adjustments for prepaid third-party fees, adjustment to inventory, and NuStar's
transaction-related expenses. At acquisition, the Westwego Terminal had an approximate |easable capacity of 752,000 barrels. The above-the-ground storage tanks at
the Westwego Terminal range in size from approximately a 5,000 barrel capacity to tanks with over a 100,000 barrel capacity.

In September 2009, we secured along-term contract for storage and subsequently began construction of three 50,000 barrel steel tanks and a Mississippi River ship
dock to facilitate this contract and the future growth of the Westwego Terminal. It isthe opinion and belief of Management that having an operational ship dock,
versus abarge dock, will greatly enhance the Company’s ability to promote and secure additional long-term storage contracts. Asof March 31, 2010, construction of
two of the three 50,000 steel tanks were completed and in service, bringing the total storage capacity of the Westwego Terminal to 852,000 barrels. During April and
May of 2010, we compl eted construction of the ship dock and the third 50,000 barrel steel tank thus bringing the current storage capacity at the Westwego Terminal
t0 902,000 barrels. During 2010 we dismantled six empty 7,500 barrel storage tanks to make way for future construction of alarger storage tank. After the demolition
of these storage tanks, and as of thefiling of thisannual report, the leasabl e storage capacity of the Westwego Terminal is 857,000 barrels.

Our operations support many different commercial customers, including commodity brokers, refiners and chemical manufacturers. Our location within the Port of New
Orleans and the warehousing and distribution attributes this|ocation provides, along with the diversity of our customer base, contributes to the potential diversity of
the products customers may want stored in our terminal. The products will however generally fall into the two broad categories: chemical and agricultural.

Our income from the Westwego Terminal is derived from tank |easing, operational charges associated with the throughput charges for receipt and delivery of our
customer’s products; and other services, like blending services, as requested by our customers. The terms of our storage |easing contracts range from month-to-
month, to multiple years, with renewal options. In August 2010, the Westwego Terminal began package filling activities for a contracted customer, anticipated to
contribute over $1 million in revenues per year over each of the three-year contract periods.

Cash generated from the operations at the Westwego Terminal is the primary source of liquidity for funding BWNO'srelated debt service, maintenance, and small-
scale potential capital expenditures. We will seek debt financing to fund larger-scale capital expenditures with long-term contracts.

At the Westwego Terminal, we generally receive our customer’sliquid product by river vessel at our Mississippi River dock. The product istransferred from river

vessels to the | eased storage tank viathe terminal’sinternal pipeline apparatus. The customer’s product is removed from storage at our terminal by truck, railcar
and/or by water vessel. The length of time that the customer’s product is held in storage without transfer varies depending upon the customer’s needs.
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At the time of the acquisition of the Westwego Terminal in December 2008, the utilization rate of the leasable barrel storage capacity was approximately 38%. Asof
May 1, 2011 the Westwego Terminal had contracted with six customers utilizing approximately 83% of its |easable barrel storage capacity. The contracted leased
storage to our largest customer comprised approximately 40% of our total barrel storage utilization at the Westwego Terminal, with our next two largest customers
comprising approximately 21% and 21%, respectively. Theincreasein utilization is mainly due to our having secured additional long-term contract customers. The
products stored at the Westwego Terminal as of the date of this Annual Report on Form 10-K are soybean ail, lubricating oils, drilling fluids, and 50% diaphragm
grade caustic soda. Asof May 2011, one customer accounted for approximately 32% of total revenue.

Brunswick Terminal Operations. The Brunswick Terminal site consists of two leasable 80,000 barrel above ground storage tanks and two leasable 500 barrel storage
tanks for a combined |easable capacity of 161,000 barrels. Thisterminal isideally suited to serve petroleum, chemical and agricultural customerswho need deep-water
access and distribution in the southeastern sector of the United States of America. At the time of the acquisition of the Brunswick Terminal in July 2010, the
utilization rate of the leasable barrel storage capacity was 0%. Asof May 1, 2011 the Brunswick Terminal has contracted with one customer who utilizes 100% of its
leasable barrel storage capacity and 100% of the total revenue. At the Brunswick Terminal we offer product transfer viariver vessel, railcar and by bulk liquid
carrying truck.

Income from the Brunswick Terminal is derived from tank leasing, operational charges associated with the throughput charges for receipt and delivery of our
customer’s products; and other services, like blending services, as requested by our customers. The terms of our storage leasing contracts will range from month-to-
month, to multiple years, with renewal options.

At the Brunswick Terminal the customer’sliquid product isreceived by barge or ship at the dock. The product istransferred from barges or shipsto the leased
storage tank viathe terminals’ internal pipeline apparatus. The customer’s product isremoved from storage at our terminal by truck, railcar and/or by barge or
ship. Thelength of time that the customer’s product isto be held in storage without transfer will vary depending upon the customer’s needs.

Recent Developments

Asof March 31, 2011 our asset portfolio consisted of the Westwego Terminal, located along the Mississippi River within the Port of New Orleans, Louisianaand the
Brunswick Terminal, located near the junction of the East and Brunswick Riversin Georgia

The Westwego Terminal site consists of approximately 26.5 acres of land, including 46 |easable above ground storage tanks with a combined |easable capacity of
approximately 857,000 barrels, anew ship dock, an office, warehouses, and other site improvements. During May and June 2010, we completed construction on our
new ship dock and one 50,000 barrel steel storage tank.

On July 15, 2010, we completed the acquisition of the 161,000 barrel Brunswick Terminal. Theterminal consists of two 80,000 barrel leasable above ground storage
tanks, and two 500 barrel |easable above ground storage tanks, an office building, a two-bay covered truck loading rack and other site improvements located on
approximately 6.5 acres of land leased from the Georgia Ports Authority, including access to a shared ship dock.

On October 24, 2010, BWNO entered into the Fourth Amendment to Credit Agreement and a Term Note (collectively the “ October 2010 Note”) with JP Morgan Chase
Bank of N.A. (“JPM"). The October 2010 Note consolidated BWNO's previous |oan agreements with JPM and provided additional proceedsin the amount of
$374,160 for atotal revised principa amount of $3,766,667. The October 2010 Note bearsinterest at an annual rate of 1.5% above the Prime Rate. Commencing
October 31, 2010, BWNO will make monthly principal payments of $97,822 and interest payments until maturity on September 30, 2014.

In January 2011, JPM responded affirmatively to the Company’s request to delay the next few months of principal payments on the October 2010 Note and make
payments “aswe are able.” JPM and the Company agreed that the Company’s funds would be better used by making payments against outstanding accounts
payable. The January 2011 principal payment was paid in February 2011, the February 2011 principal payment was paid in March 2011, the March principal payment
was paid in April 2011, the April principal payment was paid in early June 2011 and the May and June principal payments are scheduled to be paid in June 2011.

On May 16, 2011, the Company entered into a non-binding Letter of Interest to acquire an existing liquid terminal facility in Salisbury, Maryland for $1,600,000. The
acquisition is expected to be completed within the third quarter of 2011, pending the results of the Company’s due diligence process. On May 25, 2011, the Company
remitted a $25,000 deposit to the seller, which amount shall be credited toward the purchase price at closing. In the event the acquisition of the terminal by the
Company is not consummated for any reason (other than due to the seller’s breach of the Letter of Interest), the seller will retain the deposit as a break-up fee.
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Growth of our Business. The importance of bulk terminal facilitiesin the refined product and chemical manufacturing segments has grown significantly over the past
decade as the nation’s product supply patterns have becomeincreasingly more complex. Bulk liquid terminals allow producers to operate their refineries and
manufacturing plants more efficiently by providing capacity to level out both increases and decreasesin product demand. In addition, bulk liquid terminals provide a
more efficient supply chain by storing the product either closer to the production or consumption locations.

Our current business model is to increase the utilization at our terminal sites and expand storage at the terminal sites as needed. The Westwego Terminal has
available for development approximately five acres of undeveloped land and space avail able within the area of the current terminal. The Company believes these
areas can support approximately 400,000 barrels of new tank storage. The Brunswick Terminal also hasland available for development for approximately 150,000
barrelsin new tank storage.

We will also grow the business by pursuing the acquisition of underachieving and underutilized storage terminals through asset purchases and management
agreements. We believe the considerable experience of the Company’s management team will be a key factor in transitioning underperforming terminals into viable
profit centers. We expect these acquisitions to provide immediate accretive results to the Company’s operations, and will also alow us to serve the specific storage
needs of our customers at our various terminals.

Critical Accounting Policiesand Estimates

Our management has discussed the devel opment and sel ection of the following critical accounting estimates with our previous audit committee and our current Board
of Directors and they have reviewed and approved these disclosures.

Revenue Recognition. Revenuesfor third-party terminals include storage tank lease fees, whereby a customer agrees to pay for a certain amount of tank storage over
acertain period of time; and throughput fees, whereby a customer pays a fee based on volumes moving through the terminal. At our terminal, we can also offer and
provide blending, handling, filtering and certain other ancillary services. Revenue from storage tank lease fees are recognized at the beginning of each

month. Revenue from throughput fees and ancillary fees are recognized as services are provided to the customer.

Property, Plant and Equipment. Property, plant and equipment, are comprised of real estate, buildings, warehouses, storage tanks, a ship dock, other terminal
assets, office equipment, computer software and heavy equipment and are stated at cost, |ess accumulated depreciation.

Assets are depreciated on a straight-line basis over their estimated useful lives, which range from 5 to 40 years. Repair and maintenance costs associated with
existing assets that are minor in nature and do not extend the useful life of existing assets are charged to operating expenses as incurred.

Impairment of Long-lived Assets. Long-lived assets, including property and equipment, are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. The evaluation of recoverability is performed using undiscounted estimated net cash flows generated by
therelated asset. |If an asset is deemed to be impaired, the amount of impairment is determined as the amount by which the net carrying val ue exceeds discounted
estimated net cash flows.
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Results of Operations
For the Year Ended March 31, 2011 compared to March 31, 2010

Revenues. Revenuesfrom our storage terminal facilities are derived from two main areas of operation: recurring contractual storage tank lease fees and monthly
ancillary servicesfees. The following isadiscussion about each source of revenue.

Revenues-Storage Revenues. For the year end March 31, 2011 the storage tank revenues totaled approximately $5,612,000, averaging approximately $468,000 over the
twelve month period. However, this twelve month period average does not include any storage revenue from the Brunswick Terminal for the months of April 2010
through July 2010, when it was acquired. The consolidated monthly storage revenue from both terminals for March 2011 was approximately $533,000 and in May 2011
was approximately $538,000.

The March 31, 2011 year end results are approximately 51% more than the storage revenue of approximately $3,721,000 for the year ended March 31,
2010. Comparatively, the twelve month average storage revenue for the year ended March 31, 2010 was approximately $310,000 and the actual storage revenue for the
month of March 2010 was approximately $422,000.

Storage revenue growth is attributable to the acquisition of an additional storage terminal, an increase in the number of customers, an increase in the number of tanks
leased, and an increase in the rate structure due to a different product mix.

Management monitors the utilization rate of the leasable barrels available in our storage tanks at the Westwego and Brunswick terminals each month. At the
commencement of the Company’s operations at the Westwego Terminal in December 2008, the |easable barrel utilization rate was 38% and at the commencement of
the Company’s operations at the Brunswick Terminal in July 2010, the leasable barrel utilization rate was 0%. Asof March 2011, the utilization rate at the Westwego
Terminal was approximately 83% and at the Brunswick Terminal the utilization rate was 100%.

Asof March 2011, our consolidated leasable barrel utilization rate was approximately 85%. See the table below for the month-to-month utilization

percentage. Management attributes this substantial increase in the utilization rate to aggressive marketing of the Westwego and Brunswick Terminals, their desirable
locations as distribution hubs from the Port of New Orleans and the southeast USA, the services offered, storage capacity available, and to management’sindustry
associations.

CONSOLIDATED
BARREL CONSOLIDATED
CAPACITY UTILIZATION

MONTH Footnote AVAILABLE RATE
March-11 1,018,000 85.4%
February-11 1,018,000 84.0%
January-11 1,018,000 62.9%
December-10 1,018,000 69.8%
November-10 1,018,000 70.7%
October-10 1,018,000 81.6%
September-10 1,018,000 82.0%
August-10 *6 1,018,000 82.0%
July-10 *4 & *5 1,033,000 80.9%
June-10 *3 902,000 77.0%
May-10 852,000 75.7%
April-10 852,000 75.7%
March-10 852,000 78.0%
February-10 *2 852,000 76.7%
January-10 752,000 75.0%
December-09 752,000 74.4%
November-09 752,000 73.3%
October-09 752,000 71.8%
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September-09 752,000 71.8%

August-09 752,000 71.8%
July-09 752,000 65.6%
June-09 752,000 56.4%
May-09 752,000 55.9%
April-09 752,000 56.9%
March-09 752,000 57.8%
February-09 752,000 57.8%
January-09 752,000 57.8%
December-08 *1 752,000 38.0%

*1 — Dec 2008, Acquisition of the Westwego Terminal, approximately 752,000 barrels.

*2 — Feb 2010, Completed construction of two 50,000 barrel tanks at the Westwego Terminal.
*3— Jun 2010, Completed construction of one 50,000 barrel tank at the Westwego Terminal.

*4 — Jul 2010, Acquisition of the Brunswick Terminal, approximately 161,000 barrels.

*5— Jul 2010, Demolished four tanks at the Westwego Terminal, approximately 30,000 barrels.
*6— Aug 2010, Demolished two tanks at the Westwego Terminal, approximately 15,000 barrels.

Revenues-Ancillary Services. Ancillary fees are earned based on a customer’s particular needs, and therefore, by their nature fluctuate from month to month. For the
year ended March 31, 2011, our ancillary fees totaled approximately $1,292,000, an average of approximately $108,000 per month. Ancillary fees during the year ended
March 31, 2011 were primarily derived from two categories: throughput fees and packaging fees. Our throughput ancillary fees totaled approximately $526,000 or an
average per month of $43,800 for the twelve month period. Our packing fees, which began in August 2010, totaled approximately $765,000 for the eight month period,
averaging approximately $96,000 per month.

Our throughput activity for the year ended March 2010 was approximately $247,000, or approximately $20,500 per month. The monthly average increase of
approximately 427% from year ended 2010 to year ended 2011 is due to the company offering increased services needed by our customers and increased throughput
activity, dueto theincrease in the utilization of the terminals.

Cost of Revenue. Our cost of revenue operating expenses consist mainly of direct and contract |abor, associated payroll taxes and labor burden expenses, general
materials, subcontractors, depreciation expenses, and other expenses. Our costs of revenues have increased ratably from period to period due to our increased
utilization, services offered, and increased revenues; however, when viewed as a percentage of revenues they are generally declining. Management continues to
strive for cost efficiencies that are realized from increased storage utilization.

Thetotal cost of revenue, for all of our activity, for the year ended March 31, 2011was approximately $2,547,000, or approximately 37% of total revenues. This
comparesto atotal cost of revenue for the year ended March 31, 2010 of approximately $1,312,000, or approximately 33% of total revenues.

Since the Westwego Terminal began providing packaging servicesin August 2010, this activity has become, and will continue to be, a significant revenue and
expense category and has a different costing structure than our regular storage and ancillary activities. Therefore, the following table summarizes this activity
separate from the storage and ancillary activities offered by the Company.

The cost of revenues for our storage and ancillary activities for the year ended March 31, 2011 was 31% of storage and ancillary revenues as compared to 33% for the
year ended March 31, 2010. Thisdecreasein percentage of cost of revenue spans almost all of our cost categories: labor (from 13% to 12%), general materials (from
2% to 1%), and subcontractors (from 6% to 3%). Depreciation expense as a percentage of revenues held steady at 8% of revenues, as the assets we added to our
terminal s during the period contributed to increased revenues; and other cost, which increased from 5% to 7%.

Shown separately isthe cost of revenue for our packaging activity, which began in August 2010. This activity has similar labor costing category as our other

activity-12% of revenues. The general materials category for our packaging activity shows amuch larger percentage of revenues than our ancillary activity, because
for the packaging activity we purchase alarge volume of packaging materials, whereas for the storage and ancillary activity, thisis mostly service activity.
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Year Ended March 31, 2011

Storage & Ancillary Packing Total
Activity Activity Activity

Consolidated Revenue $ 6,137,947 $ 765,475 $ 6,903,422

Cost of Revenues: % of Revenue % of Revenue % of Revenue
Labor $ (707,275) 12% $ (94,429) 12% $ (801,704) 12%
General materials $ (90,841) 1% $ (492,401) 64% $ (583,242) 8%
Subcontractors $ (164,151) 3% $ - 0% $ (164,151) 2%
Depreciation $ (513,961) 8% $ (4,304) 1% $ (518,265) 8%
Other costs $ (452,270) 7% $ (27,396) 4% $ (479,666) 7%
Total cost of revenue $ (1,928,498) 31% $ (618,530) 81% $ (2,547,028) 37%
Gross Profit $ 4,209,449 69% $ 146,945 19% $ 4,356,394 63%

| Year Ended March 31, 2010
Storage & Ancillary Packing Total
Activity Activity Activity

Consolidated Revenue $ 3,968,122 $ - $ 3,968,122

Cost of Revenues: % of Revenue % of Revenue % of Revenue
Labor $ (496,903) 13% $ 0% $ (496,903) 13%
General materials $ (86,096) 2% $ 0% $ (86,096) 2%
Subcontractors $ (228,971) 6% $ 0% $ (228,971) 6%
Depreciation $ (306,214) 8% $ 0% $ (306,214) 8%
Other costs $ (193,393) 5% $ 0% $ (193,393) 5%
Total cost of revenue $ (1,311,577) 33% $ 0% $ (1,311,577) 33%
Gross Profit $ 2,656,545 67% $ - 0% $ 2,656,545 67%

Gross Profit. Gross profit for al of our activities for the year ended March 31, 2011 was approximately $4,356,000, or 63% of revenues, or an average of approximately
$363,000 per month; with approximately $4,209,000 being derived from our storage and ancillary activity and approximately $147,000 being derived from our packaging
activity.

Our storage and ancillary activity gross profit, as a percentage of revenues, for the year ended March 31, 2011 was 69%, an increase of 2% from the year ended March

31, 2010. Thisisaresult from increased storage utilization at our Westwego Terminal, 100% utilization at our Brunswick Terminal, and greater efficiencies of our costs
of revenue.
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Our packaging activity for the period August 2010 through March 2011 resulted in a gross profit of approximately $147,000, 19% of the revenues for the period or
approximately $18,000 per month. Management believes this activity can increase its percentage of gross profit as revenues increase and we become more efficient.

Selling, General and Administration Expenses (SG&A). Our SG& A expenses include our corporate executive management sal aries, executive management and
director non-cash compensation (restrictive stock grants and stock options), expenses related to being a public company and other professional fees, insurance, and
other expenses that were not allocated or expensed to the terminal’s operations viaour cost of revenue. The table below outlines the expenses for the year ended
March 31, 2011 and the year ended March 31, 2010 and the narrative following compares the differences between the periods.

Our consolidated SG& A expenses (cash and non-cash) for the year ended March 31, 2011 were approximately $3,437,000, approximately 50% of total revenues, and
averaging approximately $286,000 per month. Thisisasignificant decrease of approximately $816,000 from the year ended March 31, 2010 when our consolidated
SG& A was approximately $4,253,000, approximately 107% of total revenues, and averaging approximately $354,000 per month.

Non-cash activity for the year ended March 31, 2011 includes management & director non-cash compensation expense for services of approximately $653,000 and
investor relations services of approximately $72,500. These non-cash expensestotal approximately $725,500. Excluding these non-cash amounts, our total SG& A
expenses for this year ended March 31, 2011 would have been approximately $2,711,500 or approximately 39% of total revenues. Comparatively, excluding our non-
cash expenses of approximately $1,447,500 for management and directors services and non-cash fees for professional services for the year ended March 31, 2010, our
total SG& A would have been approximately $2,805,500 or approximately 71% of total revenues.

Management is pleased with the decrease in SG& A expensesin total dollars and asit relates to total revenues, as this supports Management’s belief and plan that
we can increase revenues and utilization from our terminal s operations without greatly increasing our established SG& A expenses.

For the For the

Selling, General & Administrative (SG& A) Year ended Year ended

Expenses: March 31, 2011 March 31, 2010

Management Salaries $ 1,095,000 32% $ 1,112,000 26%
Management & Director Non-cash Compensation 653,000 19% 1,300,000 31%
Professional Fees 569,000 16% 870,000 20%
Insurance-Other 443,000 13% 399,000 9%
Other SG& A Expenses 677,000 20% 572,000 14%
Total SG&A Expenses $ 3,437,000 100% $ 4,253,000 100%

Management salaries remained basically the samein total dollars but reflects an increase as a percentage as the total SG& A expenses decreased.

Non-cash compensation paid to management and directors decreased by approximately $647,000, as this period did not grant any stock optionsto directorsasin the
previous period. However this period was required to record a non-cash amount of approximately $202,000 to reflect the Black-Scholes cal cul ation for modifying the
April 2009 director stock options exercise period from December 2010 to January 1, 2012.

Professional fees (audit; legal, securities, consulting directors and investor relations) decreased by approximately $301,000 and as a percentage of total SG& A
expenses from 20% to 16%. Thisisamainly dueto adecreasein legal and audit fees of approximately $107,000, securities related expenses of approximately $68,500,
consulting expenses of approximately $97,000, and director fees of approximately $133,000. Our investor relations expensesincreased by approximately $96,000 aswe
hosted an investor relations meeting, attended an investor’s forum and recorded stock option expenses granted to our investor relations firm. Additionally our safety
consulting fees and other professional expenses increased by approximately $8,500.

Our insurance related expenses increased by approximately $44,000, as we added coverage for our Brunswick Terminal and other new assets. Upon renewal in
February 2011, our insurance rates generally decreased for most of our coverages.
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Our other SG& A expensesincreased by approximately $105,000 mostly due to employee benefits and related payroll expenses, aswe increased our labor force based
on our increased utilization and new Brunswick Terminal and because more employees qualified for enrollment in our employee benefit programs.

Impairment of cost method investment. During the year ended March 31, 2011 we did not incur any impairment aswe did in the year ended March 31, 2010 when we
redeemed our membership interest in Safeland for cash of $325,000 and recorded an additional impairment expenses for $82,400.

Gain / Losson Disposal of Asset. For the year ended March 31, 2011, we recorded a net gain of approximately $248,000 related to the disposal of assets. These
activities are primarily due to the demolition of six unused tanks at the Westwego Terminal to make way for future construction of larger tanks. This activity resulted
in anon-cash net loss of approximately $172,000. Additionally, pertaining to our tank leak incident in February 2009, we recorded the receipt of $260,000 asa
settlement payment from our pollution insurance carrier, the reduction in account payable invoices from our major subcontractor of $168,000 and legal expenses of
approximately $7,500, totaling a net gain of approximately $420,000.

Torecap al of theinsurance carrier reimbursements, our net repairs, cleanup and our other expenses related to the tank leak incident in February 2009, these were
recorded at again or (loss) on disposal of assets to the extent that the loss was not recoverable through insurance. The table below summarizes amounts related to
thisincident.

For the Period
February 2009
For the Y ear through the
COMBINED Ended March Y ear Ended
Description PERIODS 31, 2011 March 31, 2010
Environmental: Clean up & mitigation expenses
(including gain on account payable offset) $ (1,030,968) $ 160,187 $ (1,191,155)
Property: Tank disposal (83,678) - (83,678)
Less: Insurance recovery 887,260 260,000 627,260
(Loss) Gain on Disposal of Asset $ (227,386) $ 420,187 $ (647,573)

Depreciation. Our consolidated overhead (non-revenue producing assets) depreci ation expense was approximately $46,837 for the year ended March 31, 2011,
averaging approximately $3,900 per month.

Interest Expense. For the year ended March 31, 2011, we recorded a net interest expense of approximately $908,000. This amount consists of cash payments of
approximately $300,100 in September 2009 Offering convertible debt interest, approximately $175,000 in January 2010 Offering convertible debt interest, $209,500 in
bank loan interest and $5,000 in other various financing arrangements. Also included in this amount are non-cash expenses of approximately $429,000 in non-cash
expenses related to the all ocation of financing charges related to our September 2009 and January 2010 convertible debt offering. These expenses were offset by
construction in process interest capitalization of approximately $210,000 and interest income of approximately $600.

Gain on Bargain Purchase of Assets. On July 15, 2010 we finalized the acquisition of the Brunswick Terminal for $1,800,000. We commissioned and obtained a
leasehold valuation appraisal from athird-party independent appraisal firm. The Brunswick Terminal appraisal concluded that the leasehold value of the Brunswick
Terminal as of July 15, 2010 was $1,900,000. Therefore, we valued the combined assets at the Brunswick Terminal for $1,900,000 and recorded a $100,000 gain for the
difference.

Gain on Changein the Fair Market Value of Derivative Liabilities. The Company issued convertible notesin October 2009 and March 2010. On March 28, 2011
the Company amended the notes to add a change of control provision. Under the amended agreement, the conversion price of the notesis reduced to $0.40 if they
are converted in connection with or subsequent to achange of control. Asaresult of this changein the conversion price, the conversion feature is no longer
indexed to the company stock and is therefore no longer afforded the exclusion under ASC 815, Derivatives and Hedging. Consequently, the embedded derivative
must be bifurcated (divided) and recorded as a derivative liability on the face of the balance sheet. In addition, the derivative liability must be marked-to-market each
reporting period and the change initsfair value will be recorded in our statement of operations.

October 2009 notes:

On the date of the amendment (March 28, 2011), the fair value of the derivative liability was $1,003,022, which was cal culated using the Black Scholes Option Pricing
Model based upon the following assumptions: dividend yield of -0-%, volatility of 115.53%, risk free rate of 1.3%, an expected term of approximately seven months
and a current stock price of $0.50.

20




At the end of thisreporting period (on March 31, 2011), the fair value of the derivative liability was $705,422, which resulted in anon-cash gain of $297,600. Thefair
value was cal culated using the Black Scholes Option Pricing Model based upon the following assumptions: dividend yield of -0-%, volatility of 117.42%, risk freerate
of 1.0%, an expected term of approximately seven months and a current stock price of $0.42.

March 2010 notes:

On the date of the amendment (March 28, 2011), the fair value of the derivative liability was $898,030, which was cal culated using the Black Scholes Option Pricing
Model based upon the following assumptions: dividend yield of -0-%, volatility of 137.49%, risk free rate of 1.3%, an expected term of approximately oneyear and a
current stock price of $0.50.

At the end of thisreporting period (on March 31, 2011), the fair value of the derivative liability was $692,489, which resulted in a non-cash gain of $205,541. Thefair
value was cal culated using the Black Scholes Option Pricing Model based upon the following assumptions: dividend yield of -0-%, volatility of 138.51%, risk freerate
of 1.0%, an expected term of approximately one year and a current stock price of $0.42.

The Company recorded an aggregate gain of $503,141 as aresult of these two transactions.

Other Income. In December 2010, we recorded a net gain of approximately $140,000 related to the Company’s award of a Louisiana Quality Jobsincentive grant
based on our asset investment at the Westwego Terminal. These funds were received by the Company in April 2011. Additionally, in March 2011 the Company
recorded a net gain of approximately $48,000 related to the Company’s award of a L ouisianaincentive program related to employment increases at the Westwego
Terminal. These funds are expected to be received during the Company’s 2012 first fiscal quarter.

Net Profit (Loss) from Operations. For the year ended March 31, 2011, we incurred a net gain from operations in the amount of $1,003,842 or 14.5% of revenues. This
isasignificant increase from the operating loss recorded by the Company for the year ended March 31, 2010 of approximately $1,904,500.

Excluding the non-recurring events consisting of the net gain pertaining to the February 2009 insurance claim settlement and offsetting accounts payabl e invoices of
approximately $420,000, the net gain of $100,000 pertaining to the Brunswick Terminal purchase appraisal, the net gain of approximately $188,000 from the Louisiana
incentive awards; and the net gain of $503,141due to the change in the fair market valuation of our derivative convertible debt liabilities the Company would have
recorded a net loss of approximately $207,300; still avery significant improvement from the year ended March 31, 2010.

For the year ended March 31, 2010, excluding the non-recurring events of the impairment of cost method investment expense of $82,400 and the gain on disposal of
assets of $255,000 we would have recorded a net loss from operations in the amount of approximately $2,077,000.

For the Year Ended March 31, 2010.

Revenues. Revenuesfrom our storage terminal facilities are derived from two main areas of operation: recurring contractual storage tank lease fees and monthly
ancillary servicesfees. The following isadiscussion about each source of revenue.

Revenues-Storage Revenues. For the year end March 31, 2010 the storage tank revenues totaled approximately $3,721,000, averaging approximately $310,000 per
month. However, this twelve month period average does not include any storage revenue from the Brunswick Terminal, asit was acquired in July 2010. Asof March
2010, the storage utilization at the Westwego Terminal was 78%, based on 852,000 barrels of |easable capacity.

Revenues-Ancillary Services. Ancillary fees are earned based on a customer’s particular needs, and therefore, by their nature fluctuate from month to month. For the
year ended March 31, 2010, our ancillary fees totaled approximately $247,000, an average of approximately $20,600 per month. Ancillary fees during the year ended
March 31, 2010 were exclusively derived from throughput fees.

Cost of Revenue. Our cost of revenue consist mainly of direct and contract labor, associated payroll taxes and labor burden expenses, general materials,
subcontractors, depreciation expenses, and other expenses. These amounts totaled approximately $1,312,000 for the year ended March 31, 2010, or approximately
$109,000 average per month, or 33% of revenue.

Gross Profit. Gross profit for the year ending March 31, 2010 was approximately $2,657,000, or 67% of revenues, or an average of approximately $221,000 per month.
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Selling, General and Administration Expenses (SG&A). Our SG& A expenses include our corporate executive management salaries, executive management and
director non-cash compensation (restrictive stock grants and stock options), expenses related to being a public company and other professional fees, insurance, and
other expenses that were not allocated or expensed to the terminal’ s operations via our cost of revenues.

Our consolidated SG& A expenses for the year ended March 31, 2010 were approximately $4,252,000, averaging approximately $354,000 per month or 107% of total
revenues. Included inthis SG& A total is non-cash activity for management & director’s non-cash compensation expense for services of approximately $1,300,000
and professional fess of approximately $147,500. Excluding these non-cash amounts, the total SG& A expenses for this period are $2,805,500 or approximately 71% of
revenues.

Impairment of cost method investment. During the year March 31, 2010, based on a current fair market value appraisal, we recorded an impairment expense of
$82,400 related to our membership interest investment in Safeland.

Gain / Losson Disposal of Asset. Pertaining to the tank leak incident at the Westwego, LA terminal in February 2009, we have recorded the amount paid by our
insurance carriers, and the pollution insurance related expenses we have incurred as of March 31, 2010 in our Consolidated Statements of Operations. The net effect
of these was again on disposal of assetsin the amount of approximately $255,188. See table presented in the Results of Operations section of this report, under
Gain/Loss on Disposal of Asset.

Depreciation. Our consolidated overhead (non-revenue producing assets) depreciation expense for the year ended March 31, 2010 was approximately $40,000,
averaging approximately $3,300 per month.

Interest Expense. We recorded approximately $442,000 in net interest expense for the year March 31, 2010. The mgjority, approximately $116,500, of our net
consolidated interest expense was related to our loan agreements with JPM. The remainder relates to our related party loans; with interest of $21,300, our interest
payments pertaining to the September 2009 convertible debt loans of $150,200, and approximately $8,000 for other financing arrangements. Also included in this
amount are non-cash expenses of $120,000 for financing charges related to the issuance of shares on our related party loans and proximately $114,000 in non-cash
expenses related to the all ocation of financing charges related to our September 2009 convertible debt offering. These expenses were offset by construction in
process interest capitalization of approximately $88,000.

Net Profit (Loss) from Operations. The year ended March 31, 2010 we recorded a net loss from operations of approximately $1,904,500. Without the effects of the
impairment of cost method investment expense of $82,400 and the net gain on disposal of assets of approximately $255,000 we would have recorded a net loss from
operations in the amount of approximately $2,077,000, averaging approximately $173,000 per month.

Liquidity and Capital Resour ces.

General. Our primary cash requirements are for working capital; which includes debt service and normal operating expenses. We attempt to fund our working capital
reguirements with cash generated from our operations. If we do not generate sufficient cash from operations to meet these requirements, we attempt to raise funds
through debt financing or refinancing and/or issuing equity. We generally fund our strategic capital expenditures from external sources, primarily borrowing which is
secured by long-term contracts with our customers. However, our ability to raise funds by refinancing debt, issuing debt or issuing equity depends on many factors
beyond our control. The volatility of the capital and credit markets could restrict our ability to issue debt or equity or may increase our cost of capital beyond rates
acceptableto us.

Management recently met with some of its major equity and convertible debt investors as to their thoughts and concerns surrounding the Company’s schedul ed
payment of its convertible debt liability due in October 2011 and March 2012. This group of investors generally believe and advised that the best option for the
Company isto continue using its cash for growth and expansion and to offer amendment terms to the convertible debt note hol ders.

Considering this advice, on June 14, 2011, the Board of Directors of the Company passed a resolution to seek written agreements from the holders of the Company’s
2009 Convertible Promissory Note (the “ 2009 Notes’) and the 2010 Convertible Promissory Note (the “2010 Notes) to amend their respective maturity dates to:

For the 2009 Notes, from October 15, 2011 to October 15, 2013.
For the 2010 Notes, from March 31, 2012 to September 30, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from over 95% of the note holders.
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Significant Eventsduring the Year Ended March 31, 2011.

Long-term Debt and Notes Payable. In connection with the purchase of the Westwego Terminal in December 2008, BWNO entered into a credit agreement (the
“Credit Agreement” or the “Loan”) with JPM to finance the purchase price of the storage terminal. Beginning on April 30, 2009, we began making monthly principal
installments on this Loan, plus accrued monthly interest. All unpaid principal and accrued and unpaid interest isfinally due and payable on March 31, 2014.

The JPM Loan is secured by a mortgage on the Westwego Terminal property. The JPM Credit Agreement includes customary events of default including, but not
limited to, the failure of BWNO to pay any principal or interest when due, the breach of any representation or warranty in any of JPM’sloan documents, or the
insolvency or bankruptcy. Upon the occurrence of an event of default, the JPM Loan will become due and payable automatically and without notice.

Since the original Credit Agreement and Loan, the Company entered into additional loan agreements with JPM on February 12, 2010 (which were both incorporated
into a new agreement on September 27, 2010), on June 24, 2010, on August 16, 2010, and on October 29, 2010. With the October 29, 2010, we entered into the Fourth
Amendment to Credit Agreement in the principal amount of $4,695,456 with JPM amending previous |oans as follows:

Credit Agreement of September 27, 2010, as amended = $3,689,796

Line of Credit Note of June 24, 2010 = $500,000

Non-Revoalving Line of Credit of August 16, 2010 = $131,500, and

An advance, pursuant to the October 29, 2010 Credit Agreement = $374,160

The October 2010 Note bears interest at the annual rate of 1.50% above the Prime Rate, subject to certain minimum rate requirements. The October 2010 Note
provides for consecutive monthly installments of principal in the amount of $97,822, commencing October 31, 2010 and continuing until maturity on September 30,
2014; along with related interest.

In relation to the October 2010 Note, in January 2011, the Company reguested JPM to allow it to continue making interest payments as scheduled but to make
principal paymentsfor the next few months, aswe are able. JPM responded affirmatively, requesting aletter from the Company requesting a“delay” in making the
principal payments. Based on this agreement, the Company delayed the January 2011 principal payment until February 2011, the February 2011 principal payment
until March 2011, the March 2011 principal payment until April 2011, the April 2011 principal payment until early June 2011 and the May 2011 and June 2011 principal
payments are scheduled to be paid during the later part of June 2011. From this point on, the Company anticipates the ability to remain current with its scheduled
principal payments.

The Company evaluated both of the modification events under ASC 470-60 “ Troubled Debt Restructurings’. Because the debt holder did not grant a concession as
apart of the modifications, the transactions were not accounted for as troubled debt restructurings. Consequently, the Company evaluated these transactions under
ASC 470-50 “ Debtor’s Accounting for aModification or Exchange of Debt Instruments” to determineif the modifications were substantial. The Company determined
that the difference in the present value of future cash flows between the original debt instruments and the modified debt instruments were |ess than 10%, and
therefore the modifications were determined to not be substantial. Accordingly, the Company will account for the modified debt prospectively at its new effective
interest rate of 4.75%.

For the Year Ended March 31, 2011

Asof March 31, 2011, our total assets were approximately $14,506,000. Thisamount includes cash and cash equivalents of approximately $51,000. Additionally, the
total assets amount includes approximately $196,000 from trade receivables, approximately $209,000 from other receivables, approximately $315,000 from the current
portion of deferred financing charges, approximately $192,000 for prepaid expenses, and approximately $13,543,000 from net property, plant and equipment.

Our total liabilities were approximately $12,887,000. Our current liabilities were approximately $9,952,000, which includes accounts and accrued payables of
approximately $1,906,000, deferred revenue (due to storage prepayment) of approximately $215,000, liabilities for our tank disposal associated with our insurance
incident of approximately $410,000, the current portion of convertible debt loans of approximately $4,751,000, aderivative liability valuation for the convertible debt
notes of approximately $1,398,000, and the current portion of our long-term debt of approximately $1,272,000. Asof March 31, 2011, all of our convertible debt loan
liabilities, $6,148,944, now fall within the current future period, leaving only bank loansin the long-term period, which is equal to approximately $2,935,000.
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At March 31, 2011, we had negative working capital of approximately $8,989,000, as compared to negative working capital of approximately $1,723,000 as of March 31,
2010. Thisisanincrease of approximately $7,266,000 from the year ended March 31, 2010. Of thisincrease, $6,148,944 isrelated to our convertible debt loan liabilities
and the remainder of approximately $1,117,000 is from regular business activity. As previously stated, on June 14, 2011, the Board of Directors of the Company passed
aresol ution to seek written agreements from the holders of the Company's promissory notes to amend and extend their maturity dates. Asof June 24, 2011, the
Company had received signed amendment agreements from an overwhelming majority of the note holders. With the maturity dates being extended, the Company will
continue making interest payments for the duration of the extension period.

As shown in the accompanying consolidated financial statements, we incurred a consolidated net gain of $1,003,842 for the year ended March 31, 2011. Thisfigure
includes non-cash expenses for depreciation of approximately $565,000, stock based compensation to members of management, directors and for servicesin the
amount of approximately $726,000, a net non-cash expense of approximately $64,500 on the bargain purchase and disposal of assets, a non-cash gain of $503,141 due
to the change in the fair market value of its derivative convertible debt notes, and the non-cash amortization of deferred financing fees of approximately

$429,000. Without these non-cash expenses, we generated anet gain in cash of approximately $2,285,200 for the period. Thisisan increase in the amount of cash
generated from the year ended March 31, 2010 of approximately $2,069,300.

For the For the
Year Ended Year Ended
March 31, March 31,
2011 2010
Net income $ 1,003,841 $  (1,904,500)
Add back non-cash events:
Depreciation expense $ 565,000 $ 346,000
Stock based comp.(inc. fees) $ 726,000 $ 1,578,000
Disposal of assets expense $ 164,500 $ 82,400
Gain on bargain purchase $ (100,000) $
Gain on FMV of convertible debt derivative liabilities $ (503,141) $
C.D. finance charges $ 429,000 $ 114,000
Net income without non-cash events $ 2,285,200 $ 215,900

For the Year Ended March 31, 2010
Theyear ended March 31, 2010 isthefirst full year in which we generated revenues from operations.

Asof March 31, 2010, our total assetswere approximately $12,528,000. This amount includes cash and cash equivalents of approximately $2,021,000. Included in the
cash amount is $1,725,000 deposited in the Company’ s escrow bank account which was received as per our January 2010 Offering for use towards the Brunswick
Terminal acquisition. Additionally, the total assets amount includes approximately $50,000 from trade receivables, approximately $441,000 from the current portion of
deferred financing charges and approximately $253,000 for prepaid expenses, approximately $303,000 for the long-term portion of deferred financing charges, and
approximately $9,461,000 from net property, plant and equipment.

Our total liabilities were approximately $10,737,000. Our current liabilities were approximately $4,486,000, which includes accounts and accrued payables of
approximately $1,625,000, deferred revenue (due to storage prepayment) of approximately $405,000, liabilities for our tank disposal associated with our insurance
incident of approximately $617,000, and the current portion of our long-term debt of $1,839,500.

At March 31, 2010, we had negative working capital of approximately $1,723,000.
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As shown in the accompanying consolidated financial statements, we incurred a consolidated net loss of approximately $1,904,500 for the year ended March 31,
2010. Thisfigureincludes non-cash expenses for depreciation of approximately $346,000, an impairment charge of $82,400 for our minority management investment in
Safeland, non-cash amortization of deferred financing fees of approximately $114,000, stock based compensation to members of management, directors and for
services in the amount of $1,458,000 and $120,000 for stock issued to related parties as per loan agreements. Without these non-cash expenses, we would have
generated anet gain in cash of approximately $216,000 for the period.

For the Year Ended March 31, 2011 as Compared to the Year Ended March 31, 2010.

At March 31, 2010, we had cash totaling $295,527 plus cash set aside by the Company of $1,725,000 for the Brunswick Terminal acquisition. At March 31, 2011 we
had cash of $51,386; therefore, during the period we had a net decrease in cash of approximately $244,141, excluding the cash set aside for the Brunswick Terminal
acquisition.

During the year ended March 31, 2010, we reported aloss of approximately $1,904,500. Thiswas offset by non-cash activities of approximately $2,120,500 and use of
cash from changes in operating assets and liabilities of approximately $462,000, use of cash from investing activities of approximately $2,553,000 and receipt of funds
from various financing activities of approximately $4,807,000, resulting in an increase in cash for the period of approximately $2,008,000; excluding the amount set
aside by the Company of $1,725,000, our net cash increased by $283,000.

During the year ended March 31, 2011, we reported a gain of approximately $1,003,800. Thiswas offset by non-cash activities of approximately $1,281,000, use of
cash from changesin operating assets and liabilities of approximately $1,280,000, use of cash from investing activities of approximately $3,841,000 and receipt of
funds from various financing activities of approximately $867,000, resulting in adecrease in cash for the period of approximately$1,969,000; excluding the amount of
$1,800,000 used to purchase the Brunswick Terminal, our net cash would have only decreased by $169,000.

Future minimum payments as per the third party and related party loan agreements for the next five years and the total amount thereafter are as follows; if none of the
convertible debt loans are extended and/or are converted into common shares of the Company.

Y ear ending March 31,

2012 $ 6,022,719
2013 1,173,864
2014 1,173,864
2015 586,932
2016 0
Thereafter 0
$ 8957,379

We do not have any operating | eases.
Previous Liquidity and Capital Resources Activity.

Redemption of I nvestment in Safeland Storage, L.L.C. On June 26, 2008, we purchased a seven percent (7%) interest in Safeland Storage, L.L.C. (“ Safeland”) for
$1,500,000 pursuant to a Membership Interest Purchase Agreement with Safeland for the purchase of land located in Garyville, LA for a purchase price of
$20,500,000. Theinvestment in Safeland wasto facilitate our acquisition of 435 acres of land near the town of Garyville, Louisiana; where we planned to build and
develop astorage terminal. However, due to economic conditions at the time, the closing on the land did not take place.

During the year ended March 31, 2009 we evaluated our investment in Safeland for impairment. Safeland’s principal asset was the property located in Garyville, LA as
referenced above. At thetime of our evaluation, the property was valued at approximately $7,760,000; therefore, our 7% share was valued at about $543,200. This
amount was discounted approximately 25% to reflect our minority management interest and we recorded an impairment charge of $1,092,600. On September 4, 2009,
we redeemed our seven percent (7%) interest in Safeland for $325,000, which resulted in an additional impairment charge of $82,400.

Private Placement of Equity. From June through August 2008, we issued 2,092,500 shares of restricted common stock for cash proceeds of $4,185,000 in aprivate
placement, which was exempt from registration under Regulation S and/or Regulation D and Section 4(2) of the Securities Act of 1933, asamended. In connection
with the offering, we engaged Falcon International Consulting Limited to act as placement agent. Falcon International received afee of 10% of the gross proceeds of
the Offering.
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In August 2008, we granted and issued 83,700 shares of restricted common stock at $2.00 per share, to affiliates of Falcon International Consulting Limited for
professional services rendered to the Company in connection with the private placement described above. The value of these shares was recorded as a cost of the
offering.

In December 2008, we entered into certain subscription agreements (collectively, the “ December Purchase Agreement”) with certain investors (the “ December 2008
Investors”) for the sale of an aggregate of 8,224,600 shares of our common stock, par value $.001 per share, at a purchase price of $0.25 per share for gross proceeds
of $2,056,150 (the “ December 2008 Offering”). Pursuant to the terms of the December Purchase Agreement the December 2008 Investors are entitled to receive one
share of common stock at no additional consideration for each four shares for which they subscribed, resulting in an effective purchase price of $0.20 per share. This
resulted in an additional 2,056,150 shares (collectively, the “ Free Shares’), in the aggregate issued to the purchasers, at no additional consideration, resultingin an
aggregate of 10,280,750 sharesissued to the December 2008 Investors. The Company issued these additional sharesin March 2009.

The December Purchase Agreement sets forth certain rights and obligations of the parties, as well as customary representations and warranties by the Company and
the Investors, including anti-dilution and preemptiverights. Theissuance of the shares pursuant to the December 2008 Offering is exempt from registration under
Regulation D and Section 4(2) of the Securities Act of 1933, as amended.

In connection with the December 2008 Offering, the Company engaged Falcon Capital Limited to act as placement agent. Falcon Capital secured Purchase
Agreements for atotal of 5,424,600 shares and received afee of $135,615, or 10% of the gross proceeds for the portion of the December 2008 Offering attributable to
them, aswell as 542,460 restricted shares of the Company’s common stock distributed to affiliates of Falcon Capital, which includes 406,845 shares to the Company’s
director at that time, Mathijs van Houweninge.

The December 2008 Offering triggered anti-dilution rights of investorsin its August 2008 private placement, in which the Company sold an aggregate of 2,092,500
sharesfor gross proceeds of $4,185,000, par value $.001 per share, at a purchase price of $2.00 per share (the “ August 2008 Offering”.) The December 2008 Offering
entitled investorsin the August 2008 Offering to receive an aggregate of approximately 690,016 shares pursuant to their contractual anti-dilution rights. Atits
meeting on January 28, 2009, the Board of Directors determined to reprice the per share amount paid in the August 2008 Offering to $0.40 per share, which was not
contractually required, resulting in an aggregate additional issuance of 8,704,800 shares, which includes an additional 334,800 shares issued to affiliates of Falcon
Capital, the placement agent in the August 2008 Offering. The decision of the Board of Directorsto reprice the shares purchased in the August 2008 Offering was
based on the $0.25 per share offering price of the December 2008 Offering and the quoted market price of the stock on or near the date of the resolution. Therefore,
investorsin the August 2008 Offering received four shares of restricted common stock of the Company for every one share purchased in the August 2008 Offering.

Private Offering of Convertible Debt.

October 2009 convertible debt offering

On October 15, 2009, we issued $3,001,033 of convertible notes. The convertible notes mature on October 15, 2011 and have a stated annual interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning January 15, 2010. During the year ended March 31, 2011 and 2010, we incurred $300,103 and
$150,249, respectively ininterest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share;
and related party investors accounted for $180,000 of the aggregate amount of convertible debt funds collected.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This
change in the conversion feature was evaluated under ASC 815-40. Asaresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6)

In connection with the offering, we incurred cash fees of $265,103 and issued 700,000 shares of restricted common stock, valued at $203,000 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costs in the consolidated balance sheet as of March 31, 2010 and are being
amortized over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011,
we amortized approximately $114,000 and $249,000, respectively, of deferred financing cost.

On June 14, 2011, the Board of Directors of the Company passed a resolution to seek written agreements from the holders of the Company’s 2009 Convertible
Promissory Note to amend its maturity date from October 15, 2011 to October 15, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from an overwhelming majority of the note holders.
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Asaresult of the First Amendment to the Credit Agreement with JPM, the maturity and conversion dates of the convertible debt notesissued pursuant to the
Company’s September 2009 Convertible Debt Offering were to be extended by certain intervals. The actual terms of the amendment are incorporated herein by
reference to Section 4.13 on Page 1 of the Exhibit 10.2 to the Company’s 8-K filed with the SEC on February 18, 2010. Asof March 31, 2011, the maturity and
conversion dates had not been extended.

March 2010 convertible debt offering

On March 31, 2010, we issued $1,750,000 of convertible notes. The convertible notes mature on March 31, 2012 and have a stated annual interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning June 30, 2010. During the year ended March 31, 2011 and 2010, we incurred $175,000 and $0,
respectively in interest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share; and
related party investors accounted for $70,000 of the aggregate amount of convertible debt funds collected.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This
change in the conversion feature was evaluated under ASC 815-40. Asaresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6)

In connection with the offering we incurred cash fees of $164,750 and issued 659,000 shares of restricted common stock valued at $171,340 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costs in the consolidated bal ance sheet as of March 31, 2010 and will be amortized
over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011, we
amortized $0 and approximately $180,150, respectively, of deferred financing cost.

On June 14, 2011, the Board of Directors of the Company passed aresolution to seek written agreements from the holders of the Company’s 2010 Convertible
Promissory Note to amend its maturity date from March 31, 2012 to September 30, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from an overwhelming majority of the note holders.
Off Balance-Sheet Arrangements

We do not have any off-balance sheet arrangements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Not applicable to smaller reporting company filers.
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Item 8. Financial Statementsand Supplementary Data.
BLACKWATER MIDSTREAM CORP.

CONSOLIDATED FINANCIAL STATEMENTS
Report of Independent registered public accounting firm,
Consolidated Balance Sheets as of March 31, 2011 and March 31, 2010,
Consolidated Statements of Operations for the year ended March 31, 2011 and the year ended March 31, 2010,
Consolidated Statements of Stockholders' Equity for the period March 31, 2010 through March 31, 2011,
Consolidated Statements of Cash Flows for the year ended March 31, 2011 and the year ended March 31, 2010,

Notes to consolidated financial statements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Blackwater Midstream Corp.
Westwego, LA

We have audited the accompanying consolidated balance sheets of Blackwater Midstream Corp. (the “Company”) as of March 31, 2011 and 2010, and the related
consolidated statements of operations, stockholders' equity, and cash flows for the years then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility isto express an opinion on these financial statements based on our audits.

We conducted our auditsin accordance with standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonabl e assurance about whether the consolidated financial statements are free of material misstatements. The Company is not
required to have, nor were we engaged to perform, an audit of itsinternal control over financial reporting. Our auditsincluded consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’sinternal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of the Company as of March 31,

2011 and March 31, 2010; and the related consolidated results of their operations and their cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

MaloneBailey, LLP
www.malone-bailey.com
Houston, Texas

June 28, 2011
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BLACKWATER MIDSTREAM CORP.
CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS:

Cash

Receivables-trade

Receivables-other

Current portion of deferred financing charges
Prepaid expenses and other current assets
Total current assets

Long-term portion of deferred financing charges
Property, plant, equipment, net

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES:

Accounts payable

Accounts payable-related parties

Accrued liabilities

Deferred revenue

Liabilities-disposal of asset

Current portion of related party long-term convertible debt |oans
Current portion of long-term convertible debt loans
Derivative liabilities of convertible debt |oans
Current portion of long-term bank loans

Total current liabilities

Long-term liabilities:

Bank loans

Related party convertible debt |oans
Convertible debt loans

Total long-term ligbilities
TOTAL LIABILITIES

STOCKHOLDERS EQUITY
Preferred stock - 20,000,000 "blank check” preferred shares, issuable in one or more series, no sharesissued and
outstanding

Common stock - 200,000,000 shares authorized, $0.001 par value: 54,792,114 and 54,408,734 issued, outstanding at
March 31, 2011 and March 31, 2010, respectively

Additional paid-in capital

Accumulated deficit

TOTAL STOCKHOLDERS EQUITY

TOTAL LIABILITIESAND STOCKHOLDERS EQUITY

MARCH 31, MARCH 31,
2011 2010

51,386 2,020,527
196,424 49,720
208,600 —
314,913 440,528
191,533 252,607
962,856 2,763,382
- 303,327
13,542,885 9,461,415
14,505,741 12,528,124
1,746,155 1,396,334
10527 11,832
149,073 216,891
215,234 405,184
410431 616,671
250,000 —
4,501,033 -
1,397,911 —
1,271,686 1,839,500
9,952,050 4,486,412
2,934,660 1,500,000
- 250,000
- 4,501,033
2,934,660 6,251,033
12,886,710 10,737,445
54,792 54,409
8,011,658 9,187,531
(6,447,419) (7,451,261)
1,619,031 1,790,679
14,505,741 12,528,124

The accompanying notes are an integral part of these audited consolidated financial statements.
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BLACKWATER MIDSTREAM CORP.
CONSOLIDATED STATEMENTS OF OPERATIONS

Y ear Year
Ended Ended
March 31, 2011 March 31, 2010

Revenue

Storage $ 5,611,784 $ 3,720,679

Other Services 1,291,638 247,443
Total Revenue 6,903,422 3,968,122
Cost of revenue

Labor (801,704) (496,903)

General materials (583,242) (86,096)

Subcontractors (164,151) (228,971)

Depreciation (518,265) (306,214)

Other costs of revenue (479,666) (193,393)
Total cost of revenue (2,547,028) (1,311,577)
GROSS PROFIT 4,356,394 2,656,545
OTHER OPERATING EXPENSES:

Selling, general and administrative 3,436,639 4,252,483

Impairment of cost method investment - 82,400

(Gain) loss on disposal of assets (247,938) (255,188)

Depreciation 46,837 39,833
Total other operating expenses 3,235,538 4,119,528
Income (L oss) from operations 1,120,856 (1,462,983)
Net interest expense (907,895) (441,541)
Gain on bargain purchase of assets 100,000 -
Gain on changein fair market value of derivative liabilities 503,141 -
Other Income 187,740 -
Net Income (Loss) $ 1,003,842 $ (1,904,524)
NET INCOME (LOSS) PER COMMON SHARE,

BASIC $ 002 $ (0.04)

DILUTED $ 001 $ (0.04)
Weighted average number of shares outstanding:

BASIC 54,616,489 52,750,676

DILUTED 65,817,436 52,750,676

The accompanying notes are an integral part of these audited consolidated financial statements.
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Balance, April 1, 2009
Sharesissued for services
Sharesissued for debt financing

Sharesissued with debt-related
parties

Stock option expense

Net loss

Balance, March 31, 2010
Sharesissued for services
Stock option expense

Reclassification of derivative
liabilities on convertible debt loans

Net profit

Balance, March 31, 2011

BLACKWATER MIDSTREAM CORP.

CONSOLIDATED STATEMENT OF STOCKHOLDER'SEQUITY

COMMON STOCK

For thetwo yearsended March 31, 2011

NUMBER OF PAR ADDITIONAL
COMMON VALUE PAID -IN ACCUMULATED
SHARES $ 0.001 CAPITAL DEFICIT TOTAL

51993024 $ 51,993 $ 7237576 $ (5,546,737) 1,742,832
681,710 682 197,108 — 197,790
1,359,000 1,359 372,981 — 374,340
375,000 375 119,625 — 120,000
— — 1,260,241 — 1,260,241
— — — (1,904,524) (1,904,524)
54408734 $ 54409 $ 9187531 $ (7,451,261) 1,790,679
383,380 383 462,095 — 462,478
— — 263,084 — 263,084
— — (1,901,052) — (1,901,052)
_ _ — 1,003,842 1,003,842
54792114 $ 54792 $ 8011658 $ (6,447,419) 1,619,031

The accompanying notes are an integral part of these audited consolidated financial statements.
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CONSOLIDATED STATEMENTSOF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income (loss)

BLACKWATER MIDSTREAM CORP.

Adjustments to reconcile net income (10ss) to net cash provided by (used in) operating activities:

Depreciation

Impairment on investment

Amortization of deferred financing fees

Net Loss on disposal of assets

Net gain on bargain purchase of assets

Net gain on changein FMV of derivative liabilities
Stock based compensation

Stock issued in connection with related party debt

Changes in operating assets and liabilities:
Accounts receivable-trade

Accounts receivable-other

Prepaid expenses

Inventory

Deferred revenue

Accounts payable and accruals

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Net increase in cash from restricted cash

Proceeds from investments

Purchase of Brunswick, GA Terminal

Purchase of property, plant and equipment

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITES:

Financing fees

Cash proceeds from convertible debt investors

Cash proceeds from convertible debt related party investors
Payments of related party debt

Proceeds from bank loan

Payments on bank loan

Net cash provided by (used in) financing activities

NET CHANGE IN CASH FOR THE PERIOD
CASH AT BEGINNING OF PERIOD
CASH AT END OF PERIOD

SUPPLEMENTAL CASH FLOW DISCLOSURES
Cash paid for interest

Cash paid for income taxes

Construction in process included in accounts payable
STOCK ISSUED FOR DEBT FINANCING

Year
Ended
March 31, 2011

Year
Ended
March 31, 2010

$ 1,003842 $ (1,904,524)
565,102 346,047

- 82,400

428,943 114,031

164,534 -

(100,000) -

(503,141) -

725,562 1,458,032

- 120,000

(146,704) 153,474

(208,600) -

87,003 (183,832)

(25,929) -

(189,950) 332,350

(795,414) (763,758)

1,005,248 (245,780)

500,260

- 325,000

(1,800,000) -

(2,041,235) (3,378,505)

(3,841,235) (2,553,245)

(483,546)

4,501,033

250,000

- (300,000)

1,816,160 1,339,500

(949,314) (500,000)

866,346 4,806,987

(1,969,141) 2,007,962

2,020,527 12,565

$ 51386 $ 2,020,527
$ 689,812 $ 296,030
$ - 3 -
$ 1013619 $ 1,066,253
$ -3 374,340

The accompanying notes are an integral part of these audited consolidated financial statements.
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BLACKWATER MIDSTREAM CORP.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION, AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION

We were incorporated in the State of Nevada, U.S.A., on March 23, 2004. On March 18, 2008, we changed our name to Blackwater Midstream Corp. from Laycor
Ventures Corp. On September 9, 2008, we formed Blackwater New Orleans, L.L.C. (“BWNQO"), as awholly-owned subsidiary of the Company, incorporated in the State
of Louisiana. On December 23, 2008, BWNO acquired an existing bulk liquid storage terminal in Westwego, LA (the “Westwego Termina”) from NuStar Terminals
Operations Partnership L.P. On February 26, 2010, we formed Blackwater Georgia, L.L.C. (“BWGA"), a Georgialimited liability company, as our wholly owned
subsidiary. On July 15, 2010, BWGA acquired an existing bulk liquid storage terminal in Brunswick, GA (the “Brunswick Terminal”) from NuStar Terminals Operations
Partnership L.P. (See Note 3.)

Blackwater, we, our or the Company references herein are referring to consolidated information pertaining to Blackwater Midstream Corp., the registrant, our wholly-
owned subsidiaries, Blackwater New Orleans, L.L.C. and Blackwater Georgia, L.L.C., and to Laycor Ventures, Corp.

CONSOLIDATION

The accompanying consolidated financial statements represent the consolidated operations of Blackwater Midstream Corp. and its wholly-owned subsidiaries,
BWNO and BWGA. Intercompany balances and transactions have been eliminated in consolidation.

USE OF ESTIMATES

The preparation of consolidated financial statementsin conformity with accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ from those
estimates. On an ongoing basis, management reviews their estimates based on currently available information. Changesin facts and circumstances may result in
revised estimates.

CASH AND CASH EQUIVALENTS
Cash equivalents are al highly liquid investments with an original maturity of three months or less when acquired.
REVENUE RECOGNITION

Revenues for third-party terminals include storage tank lease fees, whereby a customer agrees to pay for a certain amount of tank storage over a certain period of
time; and throughput fees, whereby a customer pays a fee based on volumes moving through the terminal. At our terminals, we also offer and provide packaging,
blending, handling, filtering and certain other ancillary services. Revenue from storage tank |ease fees are recognized ratably, which istypically monthly, over the
term of thelease. Occasionally, customers pay for tank lease feesin advance. Feesreceived in advance are deferred until the period they are earned. Asof March
31, 2011 and 2010, $215,234 and $405,184 of tank |ease fees were deferred. Revenue from throughput fees and ancillary fees are recognized as services are provided to
the customer and when the fees are realizable.

ACCOUNTS RECEIVABLE

Accounts receivable represent valid claims against non-affiliated customers and are recognized when services are rendered. We extend credit termsto certain
customers based on historical dealings and to other customers after review of various credit indicators, including the customer’s credit rating. Outstanding customer
receivable balances are regularly reviewed for possible non-payment indicators and allowances for doubtful accounts are recorded based upon management’s
estimate of collectability at the time of their review. Accounts receivable are written off when the account is deemed uncollectible. The Company has recorded no
uncollectible allowance as of March 30, 2011 or March 31, 2010.

Asof March 31, 2011, the Company has areceivable-other balance of approximately $208,600 due from the State of L ouisiana pertaining to investment and jobs
incentive award grants. Asof March 31, 2010, the Company did not have any other receivables due.
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PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, are comprised of real estate, buildings, warehouses, storage tanks, terminal assets, office equipment, computer software and heavy
equipment and are stated at cost, |ess accumulated depreciation.

Assets are depreciated on a straight-line basis over their estimated useful lives, which range from 4 to 40 years. Repair and maintenance costs associated with
existing assets that are minor in nature and do not extend the useful life of existing assets are charged to operating expenses asincurred.

CONSTRUCTION IN PROGRESS
Construction in progressis stated at cost, which includes the costs of construction and other direct costs attributable to the construction. No provision for
depreciation is made on construction in progress until such time as the relevant assets are completed and put into use. Construction in progress at March 31, 2011
and March 31, 2010, represents facilities under installation and prepayments on assets being purchased.

IMPAIRMENT OF LONG-LIVED ASSETS
Long-lived assets, including property and equipment, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. The evaluation of recoverability is performed using undiscounted estimated net cash flows generated by the related asset. If anassetis
deemed to be impaired, the amount of impairment is determined as the amount by which the net carrying val ue exceeds discounted estimated net cash flows.

DEFERRED FINANCING COSTS

Costsincurred for debt borrowing are capitalized as paid and amortized over the life of the associated debt instrument. To the extent material that debt isretired
before its scheduled maturity date, any remaining deferred financing costs associated with that debt are written off.

ENVIRONMENTAL REMEDIATION COSTS
Environmental remediation costs are expensed and an associated accrual established when site restoration and environmental remediation and cleanup obligations
are either known or considered probable and can be reasonably estimated. Asof March 31, 2011, we are not aware of any environmental remediation costs
associated with the acquisition of the Westwego Terminal or the Brunswick Terminal. All cleanup efforts have been completed associated with the tank leak incident
in February 2009 at the Westwego Terminal site. We have estimated these costs and have accrued them in our Consolidated Statements of Operations.
INVESTMENTS

The cost method is used to account for our investmentsin limited liability companies where we hold an interest of 20% or less and do not have control of the limited
liability company.

INCOME TAXES
Wefollow Financial Accounting Standards Board (“FASB”) Statement of Financial Accounting Standards (“ SFAS”) No. 109, ASC 740 - “ Accounting for Income
Taxes’ (“ASC 740"). Thisstandard requires the use of an asset and liability approach for financial accounting for and reporting of income taxes. If itismore likely
than not that some portion or all of a deferred tax asset will not be realized, avaluation allowance is recognized.

BASIC AND DILUTED LOSS PER SHARE
Basic loss per share is computed using the weighted average number of shares of common stock outstanding during each period. Diluted loss per shareincludes the
dilutive effects of common stock equivalents using the "treasury method" for outstanding options and the "if converted" method for outstanding convertible notes.
For the year ended March 31, 2010, potential dilutive securities had an anti-dilutive effect and therefore, were not included in the calculation of diluted net loss per
common share.

CAPITALIZED INTEREST

Interest costs are capitalized while development isin progress.
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STOCK-BASED COMPENSATION

The Company follows SFAS 123(R) ASC 718 which requires al share-based payments to employees, including grants of employee stock options and restricted stock,
to be recognized in the income statement based on their estimated fair values. The Company recognizes the expense on a straight-line basis over the requisite service
period, which isnormally the vesting period.

We account for non-employee share-based awards in accordance with EITF No. 96-18 ASC 505 “ Accounting for Equity Instruments That Are | ssued to Other Than
Employees for Acquisition, or in Conjunction with Selling, Goods or Services.”

EMBEDDED CONVERSION FEATURE

The Company evaluates embedded conversion features within convertible debt and convertible preferred stock under ASC 815 “ Derivatives
and Hedging” to determine whether the embedded conversion feature should be bifurcated from the host instrument and accounted for
asaderivative at fair value with changesin fair value recorded in earnings. |f the conversion feature does not require derivative

treatment under ASC 815, the instrument is evaluated under ASC 470-20 “ Debt with Conversion and Other Options” for consideration

of any beneficial conversion feature.

FAIR VALUE MEASURES

In September 2006, the FASB issued Statement No. 157, ASC 820 “Fair Value Measurements.” Statement No. 157, as amended, definesfair value, establishesa
framework for measuring fair value under GAAP, and expands disclosures about fair value measures. Statement No. 157 is effective for fiscal years beginning after
November 15, 2007, with early adoption encouraged. The provisions of Statement No. 157 are to be applied on a prospective basis with the exception of certain
financial instruments for which retrospective application isrequired. The FASB deferred the effective date for one year for all nonfinancial assets and liabilities,
except for those items that are recognized or disclosed at fair valuein the financial statement on arecurring basis (at least annually). The Company adopted
Statement No. 157 effective January 1, 2008, the adoption of which has not affected its financial position or results of operations.

Thefair value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities approximates book value at March 31, 2011 and 2010 due to
the short-term nature of these accounts. The fair value of our debts with JP Morgan Chase Bank, N.A. al so approximates book value due to the variable rate of
interest charged. Thefair value of these |oans does not materially differ from book value. It is management’s opinion that we are not exposed to significant interest
or credit risks arising from these financial instruments. The fair value of these financial instruments approximates their carrying values. Occasionally, our cash
deposits may exceed the FDIC insurable limit.

CORRECTION OF PRIOR PERIOD

In accordance with the SEC's Staff Accounting Bulletin No. 108, “ Considering the Effects of Prior Y ear Misstatements when Quantifying Misstatementsin Current

Y ear Financial Statements” (“SAB 108"), the Company recorded a non-cash adjustment for the year ended March 31, 2010 of $111,237 which served to reduce certain
share-based compensation recorded in Selling, General and Administrative Expense and Additional Paid in Capital. This non-cash adjustment resulted from
incorrectly expensing options granted under the 2009 Non-Employee Directors Stock Incentive Plan. The error arose because this Plan had not yet been approved by
the shareholders of the Company at the time of the grant. Asaresult of the Company’s evaluation of this error under SAB 108, the Company determined that this
error was material in relation to the current year, but not material to the year ended March 31, 2010. Consequently, the March 31, 2010 bal ance sheet was adjusted to
reflect the correction of thiserror. In evaluating materiality and determining the appropriateness of applying SAB 108 to this error, the Company considered
materiality both qualitatively and quantitatively as prescribed by the SEC's Staff Accounting Bulletin No. 99. The following table reflects the impact of the above
error to the consolidated statements of operations as of and for the year ended March 31, 2010:

Aspreviously
reported Adjustments Adjusted
Selling, general and administrative expense 5 4,363,720 [$ 111,237 4,252,483
Net loss $ 2,015,761 |$ 111,237 1,904,524
L oss per share — Basic and diluted 5 04 1$ .00 .04

The impact on the Consolidated Balance Sheet as of March 31, 2010 was areduction to Additional Paid-in Capital of $111,237 and a corresponding decrease in the

accumulated deficit of the same amount.
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NEW ACCOUNTING PRONOUNCEMENTS

We do not expect the adoption of recently issued accounting pronouncement to have a significant impact on our results of operations, financial position or cash
flow.

Intangibles — Goodwill and Other — In December 2010, the FA SB issued amended guidance to modify Step 1 of the goodwill impairment test for reporting units with
zero or negative carrying amounts. For those reporting units, an entity isrequired to perform Step 2 of the goodwill impairment test if it is more likely than not that a
goodwill impairment exists. In determining whether it is more likely than not that goodwill impairment exists, an entity should consider whether there are any adverse
qualitative factors indicating that impairment may exist. The modified guidance is effective for fiscal years and interim periods within those years beginning after
December 15, 2010.

Business Combinations — In December 2010, the FASB updated guidance to clarify the acquisition date that should be used for reporting the pro formafinancial
information disclosures when comparative financial statements are presented. The updated guidance is effective for business combinations for which the acquisition
dateison or after the beginning of the first annual reporting period beginning on or after December 15, 2010.

Fair Value Measurements and Disclosures — In January 2010, the FASB issued additional disclosure requirements for assets and liabilities held at fair

value. Specifically, the new guidance requires a gross presentation of activitieswithin the Level 3 roll forward and adds a new requirement to disclose transfersin
and out of Level 1 and 2 measurements. Thisguidanceisapplicableto all entities currently required to provide disclosures about recurring and nonrecurring fair
value measurements. The effective date for these disclosuresisthefirst interim or annual reporting period beginning after December 15, 2009, except for the gross
presentation of the Level 3 roll forward information, which is required for annual reporting periods beginning after December 15, 2010 and for interim reporting periods
within those years.

2. PROPERTY, PLANT AND EQUIPMENT

Property and equipment consisted of the following. The Estimated Useful Life figure presented in the tabl e represents management’ s determination asto the
potential full useful life of the assets when new:

Estimated

Useful Life March 31, 2011 March 31, 2010
Land $ 1313947 $ 1,313,947
Office buildings & warehouses 40 339,784 253,963
Improvements 40 539,622 146,609
Dock 40 4,228,648 978,325
Tanks, truck rack and piping 40 7,455,192 4,677,250
Equipment 5 15,346 15,346
Office equipment, software, packing equip. & tools 5-7 337,996 164,463
Construction in Process 365,713 2,439,698
Total property, plant and equi pment 14,596,248 9,989,601
Less: accumulated depreciation (1,053,363) (528,186)
Net property, plant and equipment, net $ 13542,885 $ 9,461,415

The Company’s remaining useful life of major assets acquired with the Westwego and the Brunswick Terminal s was based on an appraiser’s determination of a
percent of useful life remaining for major assets as of the acquisition date. Management applied this percentage to its determination asto the potential full useful life
of each major asset to arrive at auseful liferemaining. Above ground steel storage tanks are designed for long lives and it is common for a storage tank to provide
useful service for aperiod of 40 yearsor longer.

A summary of the ranges of remaining useful lives calculated for the Westwego and Brunswick Terminal assets when acquired are asfollows:

Office buildings & warehouses 4—26 years
Improvements 4—-20years
Dock 25- 40 years
Tanks and piping 6—40years*1
Equipment 5-15years
Office equipment, software, tools 5years

*1 One storage tank was recorded with a remaining useful life of 37 years as it had been recently constructed as of December 2008 and the new ship dock and the
three tanks constructed in late 2009 and early 2010 are recorded with a useful life of 40 years. The remainder of our tanks is recorded with a remaining useful life of
between 6 and 12 years.
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On April 14, 2011 the Company entered into an agreement with one of its vendorsto transfer the Company’s barge dock and related equipment to the vendor in
exchange for $115,000 to be offset against amounts currently owed by the Company to the vendor. Asaresult, the Company recorded aloss of $362,110 on the
disposal of assetsin April 2011.

Construction in Process projects as of the end of each fiscal year are recorded as assets when completed during the next current year. A storage tank and the ship
dock recorded as Construction in Process projects as of March 31, 2010 totaled approximately $2,440,000. Construction in Process projects as of March 31, 2011
total ed approximately $365,713 and consists of a customer contract storage tank and piping improvement and a new truck loading facility.

Depreciation and amortization expenses related to property, plant and equipment totaled $565,102 and $346,047 for the year ended March 31, 2011 and the year ended
March 31, 2010; respectively.

The Company capitalizes interest cost while Construction in Process projects are under construction. During the year ended March 31, 2011 approximately $210,000
of interest was capitalized and for the year ended March 31, 2010, approximately $88,000 of interest was capitalized.

3. ACQUISITION OF THE BRUNSWICK, GA STORAGE TERMINAL

On July 15, 2010, we acquired the 161,000 barrel Brunswick Terminal, including storage tanks and other improvements for $1,800,000. Theterminal consists of two
80,000 barrel |easable above ground storage tanks, and two 500 barrel leasable above ground storage tanks, an office building, atwo-bay covered truck loading rack
and other site improvements located on approximately 6.5 acres of land leased from the Georgia Ports Authority, including access to a shared ship dock.

We commissioned and obtained aleasehold valuation appraisal (the “Brunswick Terminal Appraisal”) from athird-party independent appraisal firm. The Brunswick
Terminal Appraisal concluded that the leasehold value of the Brunswick Terminal as of July 15, 2010 was $1,900,000. Therefore, we valued the combined assets at the
Brunswick Terminal for $1,900,000 and recorded a $100,000 “ bargain purchase” gain for the difference, which isrecorded in the Company’s consolidated statement of
operations.

Thefollowing table sets forth the costs and final purchase price allocation related to the Brunswick Terminal acquisition.

Cost of the acquisition:

Cash paid from the proceeds of debt $ 1,750,000

Cash paid from cash on hand 50,000

Gain on bargain purchase of asset 100,000
$ 1,900,000

Purchase price allocation:

Plant and Equipment 1,900,000
$ 1,900,000
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Presented below are pro-forma consolidated statements of operations for the year ended March 31, 2011 and 2010, when considering the operating results of the
Brunswick Terminal, if acquired as of April 1, 2009.

BLACKWATER MIDSTREAM CORP.
CONSOLIDATED PRO-FORMA STATEMENTS OF OPERATIONS

Year Year
Ended Ended
March 31,2011 March 31, 2010
Revenue $ 7043422 $ 4,388,122
Net income (loss) $ 922,402 $ (1,912,122)
NET INCOME (LOSS) PER COMMON SHARE,
BASIC $ 002 $ (0.04)
DILUTED $ 001 $ (0.04)
Weighted average number of shares outstanding:
BASIC 54,616,489 52,750,676
DILUTED 65,817,436 52,750,676

4. LOSSON STORAGE TANK DISPOSAL

On February 9, 2009 one of our storage tanks devel oped a minor leak during the introduction of product (sulfuric acid) into thetank. Terminal staff detected the leak
and successfully contained it in the designated earthen berm area and immediately contacted all required federal, state and local authorities and agencies about the
situation. Shortly thereafter, we began remediation and cleanup efforts and engaged expert environmental cleanup companiesto assist with the process. Whilethe
cleanup effort was ongoing, the product was transferred into rented barges specifically designed for sulfuric acid.

For the year ended March 31, 2011, we recorded a net gain of approximately $248,000 related to the disposal of assets. These activities are primarily due to the
demolition of six unused tanks at the Westwego Terminal to make way for future construction of larger tanks. Thisactivity resulted in anon-cash net loss of
approximately $172,000. Additonally, we recorded the receipt of $260,000 as a settlement payment from our pollution insurance carrier, areduction in account payable
invoices from our major subcontractor of approximately $168,000 and legal expenses of approximately $7,500, totaling a net gain of $420,187. For the year ended
March 31, 2010 we recorded again on disposal of asset of $255,188.

Asof March 31, 2011, approximately $410,000 of liabilities related to this event isincluded in the current section of our consolidated balance sheet listed as Liabilities-
disposal of asset. Asof March 31, 2010, this amount was approximately $617,000.

Theinsurance carrier reimbursements, our net repairs, cleanup, and our other expenses related to the tank leak incident in February 2009 are recorded as again or
(loss) on disposal of assets to the extent that the |oss was not recoverable through insurance. The table below summarizes the cumulative activity related to this
incident.

For the Period
February 2009
For the Y ear through the
COMBINED |Ended March 31| Year Ended

Description PERIODS 2011 March 31, 2010
Environmental: Clean up & mitigation expenses (including gain
on account payable offset) $  (1,030,968) $ 160,187 $  (1,191,155)
Property: Tank disposal (83,678) - (83,678)
Less: Insurance recovery 887,260 260,000 627,260
(Loss) Gain on Disposal of Asset $ (227,386) $ 420,187 $ (647,573)

Insurance recovery is shown net of a$275,000 deductible.
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The underside of the tanks' steel bottoms, related pumps and valves and the surrounding containment areas were damaged when they came in contact with the
leaked sulfuric product during the remediation and cleanup process. The tank bottom was replaced and we recognized aloss on disposal of tank totaling $83,678 for
the year ended March 31, 2009. There were no tank leaks in other periods presented.

In addition to the net gain of approximately $420,000 related to our leak incident, we al so recorded a non-cash net loss of approximately $172,000 from the demolition
of six unused storage tanks at the Westwego Terminal to make way for future construction of larger tanks. These eventsresulted in anet gain of approximately
$248,000 on the disposal of assets as shown in the consolidated statement of operations for the year ended March 31, 2011.

5. LONG TERM DEBT AND RELATED PARTY NOTESPAYABLE
JP Morgan Chase loan agreements

In connection with the purchase of the Westwego Terminal in December 2008, BWNO entered into a credit agreement (the “ Credit Agreement” or the “Loan”) with
JPM to finance the purchase price of the storage terminal. Beginning on April 30, 2009, we made monthly principal installments on the L oan, plus accrued monthly
interest. All unpaid principal and accrued and unpaid interest isfinally due and payable on September 30, 2014.

The JPM Loan is secured by a mortgage on the Westwego Terminal property. The JPM Credit Agreement includes customary events of default including, but not
limited to, the failure of BWNO to pay any principal or interest when due, the breach of any representation or warranty in any of JPM’s loan documents, or the
insolvency or bankruptcy. Upon the occurrence of an event of default, the JPM Loan will become due and payable automatically and without notice.

Sincethe original Credit Agreement and Loan, the Company entered into additional |oan agreements with JPM on February 12, 2010 (which were both incorporated
into an agreement on September 27, 2010), on June 24, 2010, on August 16, 2010, and on October 29, 2010. With the October 29, 2010 agreement, we entered into the
Fourth Amendment to Credit Agreement with JPM in the principal amount of $4,695,456 consolidating our previous |oans as follows:

Credit Agreement of September 27, 2010, as amended = $3,689,796

Line of Credit Note of June 24, 2010 = $500,000

Non-Revolving Line of Credit of August 16, 2010 = $131,500, and

An advance, pursuant to the October 29, 2010 Credit Agreement = $374,160

The October 2010 Note bearsinterest at the annual rate of 1.50% above the Prime Rate, subject to certain minimum rate requirements. The October 2010 Note
provides for consecutive monthly installments of principal in the amount of $97,822, commencing October 31, 2010 and continuing until maturity on September 30,
2014, along with related interest.

In January 2011, we requested and JPM approved arevised payment schedule. Under the revised plan, the next six subsequent monthly payments were delayed
approximately one month.

Related party loans
Notes Payable

In December 2008, we borrowed $125,000 and $100,000 from Ter Mast Beheer Utrecht, B.V. and Isaac Suder, respectively. In January 2009 we borrowed $75,000 from
No Logo Air, Inc. On January 20, 2009, we entered into a loan and security agreement, effective January 1, 2009, with Ter Mast Beheer Utrecht, B.V., No Logo Air,
Inc. and Isaac Suder, in the principal amount of $125,000, $75,000 and $100,000, respectively. Ter Mast Beheer Utrecht, B.V. and No Logo Air, Inc. are each owned
and controlled by Mathijs van Houweninge, aformer director of the Company. |saac Suder isthe father of Michael Suder, adirector of the Company and its President
and Chief Executive Officer. Collectively, Ter Mast Beheer Utrecht, B.V., No Logo Air, Inc. and | saac Suder are hereinafter referred to asthe “ Creditors’.

Theloans bore interest at the annual rate of 12%. Monthly installments of interest only payments began on January 31, 2009 and continued through final
payment. Theloanswere secured by a security interest on the Company’s Westwego Terminal.

In December 2009, we retired the notes by paying the principal and accrued interest balance as of the payment date. In December 2009, the Company’s Board of
Directors granted and issued an aggregate total of $375,000 restricted shares of the Company’s stock to the holders of the insider loans. These shares vested
immediately and were expensed by the Company based on the grant-date fair value of the stock. Pursuant to the issuance of these shares, the Company recorded an
aggregate expense of $120,000.




Convertible Notes

Relatives of the Company’s CEQ participated in the private offering of convertible debt described below. Asof March 31, 2010 and 2011, the outstanding bal ance of
these |oans was $250,000.

Private Offering of Convertible Debt.

October 2009 convertible debt offering

On October 15, 2009, we issued $3,001,033 of convertible notes. The convertible notes mature on October 15, 2011 and have a stated annua interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning January 15, 2010. During the year ended March 31, 2011 and 2010, we incurred $300,103 and
$150,249, respectively ininterest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share;
and related party investors accounted for $180,000 of the aggregate amount of convertible debt funds collected.

In connection with the offering, we incurred cash fees of $265,103 and issued 700,000 shares of restricted common stock, valued at $203,000 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costs in the consolidated balance sheet as of March 31, 2010 and are being
amortized over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011,
we amortized approximately $114,000 and $249,000, respectively, of deferred financing cost.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This
change in the conversion feature was evaluated under ASC 815-40. As aresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6.)

On June 14, 2011, the Board of Directors of the Company passed a resolution to seek written agreements from the holders of the Company’s 2009 Convertible
Promissory Note to amend its maturity date from October 15, 2011 to October 15, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from an overwhelming majority of the note holders.

Asaresult of the First Amendment to the Credit Agreement with JPM, the maturity and conversion dates of the convertible debt notes i ssued pursuant to the
Company’s September 2009 Convertible Debt Offering were to be extended by certain intervals. The actual terms of the amendment are incorporated herein by
reference to Section 4.13 on Page 1 of the Exhibit 10.2 to the Company’s 8-K filed with the SEC on February 18, 2010. Asof March 31, 2011, the maturity and
conversion dates had not been extended.

March 2010 convertible debt offering

On March 31, 2010, we issued $1,750,000 of convertible notes. The convertible notes mature on March 31, 2012 and have a stated annual interest rate of 10%. The
principal is payable at maturity but interest is paid quarterly beginning June 30, 2010. During the year ended March 31, 2011 and 2010, we incurred $175,000 and $0,
respectively in interest expense. In addition, the notes are convertible at any time into restricted shares of the Company’s common stock at $0.50 per share; and
related party investors accounted for $70,000 of the aggregate amount of convertible debt funds collected.

In connection with the offering we incurred cash fees of $164,750 and issued 659,000 shares of restricted common stock valued at $171,340 based on the grant-date
fair value of our common stock. These fees areincluded in the deferred financing costs in the consolidated bal ance sheet as of March 31, 2010 and will be amortized
over the term of the convertible notes using the effective interest rate method. During the year ended March 31, 2010 and the year ended March 31, 2011, we
amortized $0 and approximately $180,150, respectively, of deferred financing cost.

On March 28, 2011, the convertible note agreement was amended to reduce the conversion price to $0.40 per share upon a change in control of the Company. This

change in the conversion feature was evaluated under ASC 815-40. As aresult of the new provision, the conversion feature now qualifies for derivative accounting
pursuant to ASC 815. (see Note 6)
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On June 14, 2011, the Board of Directors of the Company passed a resol ution to seek written agreements from the holders of the Company’s 2010 Convertible
Promissory Note to amend its maturity date from March 31, 2012 to September 30, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from an overwhelming majority of the note holders.

Future minimum payments as per the third party and related party loan agreements for the next five years and the total amount thereafter are asfollows; if hone of the
convertible debt |oans are extended and/or are converted into common shares of the company.

Y ear ending March 31,

2012 $ 6,022,719
2013 1,173,864
2014 1,173,864
2015 586,932
2016 0
Thereafter 0
$ 8,957,379

6. EMBEDDED DERIVATIVE LIABILITY

Asdescribed in Note 5, the Company issued convertible notes in October 2009 and March 2010. On March 28, 2011 the Company amended the notes to add a
change of control provision. Under the amended agreement, the conversion price of the notesis reduced to $0.40 if they are converted in connection with or
subsequent to a change of control. Asaresult of this change in the conversion price, the conversion feature is no longer indexed to the company stock and is
therefore no longer afforded the exclusion under ASC 815, Derivatives and Hedging. Conseguently, the embedded derivative must be bifurcated (divided) and
recorded as a derivative liability on the face of the balance sheet. In addition, the derivative liability must be marked-to-market each reporting period and the change
initsfair value will be recorded in our statement of operations.

October 2009 notes:

On the date of the amendment (March 28, 2011), the fair value of the derivative liability was $1,003,022, which was calculated using the Black Scholes Option Pricing
Model based upon the following assumptions: dividend yield of -0-%, volatility of 115.53%, risk free rate of 1.3%, an expected term of approximately seven months
and a current stock price of $0.50.

At the end of thisreporting period (on March 31, 2011), the fair value of the derivative liability was $705,422, which resulted in anon-cash gain of $297,600. Thefair
value was cal culated using the Black Scholes Option Pricing Model based upon the following assumptions: dividend yield of -0-%, volatility of 117.42%, risk freerate
of 1.0%, an expected term of approximately seven months and a current stock price of $0.42.

March 2010 notes:

On the date of the amendment (March 28, 2011), the fair value of the derivative liability was $898,030, which was cal culated using the Black Scholes Option Pricing
Model based upon the following assumptions: dividend yield of -0-%, volatility of 137.49%, risk free rate of 1.3%, an expected term of approximately oneyear and a
current stock price of $0.50.

At the end of thisreporting period (on March 31, 2011), the fair value of the derivative liability was $692,489, which resulted in a non-cash gain of $205,541. Thefair
value was cal culated using the Black Scholes Option Pricing Model based upon the following assumptions: dividend yield of -0-%, volatility of 138.51%, risk freerate
of 1.0%, an expected term of approximately one year and a current stock price of $0.42.

The Company recorded an aggregate gain of $503,141 as aresult of these two transactions.

7. FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company measures fair valuein accordance with afair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The

hierarchy gives the highest priority to unadjusted quoted pricesin active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservableinputs (Level 3 measurements). The three levels of the fair value hierarchy are described below:

42




Level 1 Unadjusted quoted pricesin active markets that are accessible at the measurement date for identical unrestricted assets or liabilities;

Level 2 Quoted pricesin marketsthat are not active, or inputs that are observable, either directly or indirectly, for substantially the full term of the asset or liability;
and

Level 3 Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservabl e (supported by little or no market
activity).

The following table sets forth the Company’sfinancial assets and liabilities measured at fair value by level within the fair value hierarchy. Assets and liabilities are
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

The table below sets forth asummary of thefair values of the Company’ s financial assets and liabilities as of March 31, 2011:

TOTAL LEVEL 1 LEVEL 2 LEVEL 3
LIABILITIES
$ 705422 $ $ $ 705,422
2009 Loan convertible option liability
$ 692,489 $ $ 3$ 692,489
2010 L oan convertible option liability
TOTAL $ 1,397,911 $ $ $ 1,397,911

8. INVESTMENT IN SAFELAND STORAGE, LLC.

On June 26, 2008, we purchased a seven percent (7%) interest in Safeland Storage L.L.C. for $1,500,000. Theinvestment in Safeland was to facilitate our acquisition of
435 acres of land in the town of Garyville, Louisianafor apurchase price of $20,500,000; where we planned to build and develop a storage terminal. However, dueto
economic conditions at the time, the closing on the land did not take place.

During the year ended March 31, 2009, we evaluated our investment in Safeland for impairment. Safeland’s principal asset was the property located in Garyville,

LA. Atthetime of our evaluation, the property was valued at approximately $7,760,000; therefore, our 7% share was valued at about $543,200. Thisamount was
discounted approximately 25% to reflect our minority management interest and we recorded an impairment charge of $1,092,600. On September 4, 2009, we redeemed
our seven percent (7%) interest in Safeland for $325,000, which resulted in an additional impairment charge of $82,400 in our consolidated statement of operations for
the year ended March 31, 2010.

9. STOCK-BASED COMPENSATION

In May and June 2008, we granted 821,036 shares of common stock for management services and legal services with a grant-date fair value of $1,726,160 and $200,000,
respectively. The shares granted for legal services vested immediately and were expensed. The shares granted for management services vest over a period of twenty
months. For the year ended March 31, 2011 and 2010, we expensed $27,950 and $474,868, respectively related to these grants.

On May 7, 2008, the Company issued 20,000 stock options for legal services. The options have an exercise price of $2.00 per share. The options vested on the grant
date and the grant-date fair value of these options was $2,957, which was expensed immediately. The Company used the Black-Scholes option pricing model to value
the warrants using the following assumptions: number of options as set forth in the option agreements; no expected dividend yield; expected volatility of 44%; risk-
freeinterest rates of 2.44%; and expected term consistent with the contractual term of the warrants.

In January 2009, we granted 2,283,278 shares of common stock to certain managers as compensation. These shares were valued at $0.29 per share as of the January
2009 grant date and vest according to the following schedule: (i) 33.3% on January 1, 2010; and (ii) 8.3375% on the last calendar day of each subsequent calendar
quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only if the officers are employed by us on such
dates. During the period December 23, 2008 through March 31, 2009, we expensed $57,272 related to these grants. For the year ended March 31, 2010 we expensed
$217,673 related to these grants and for the year ended March 31, 2011 we expensed $219,956 related to these grants.

In January 2009, we issued 150,000 shares of common stock to the Company’s Chief Financia Officer as compensation. The shares were valued at $0.29 per share as
of the grant date and vest according to the following schedule: (i) 33.3% on January 1, 2010; and (ii) 8.3375% on the last calendar day of each subsequent calendar
quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only if the Chief Financial Officer is employed
by us on such dates. During the period December 23, 2008 through March 31, 2009, we expensed $3,763 related to this grant. For the year ended March 31, 2010 we
expensed $14,300 related to these grants and for the year ended March 31, 2011 we expensed $14,450 related to these grants.
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In March 2009, we issued 3,000,000 shares of common stock to certain managers of the Company as compensation. The shares were valued at $0.11 per share as of
the grant date and vest according to the following schedule: (i) 33.3% on January 1, 2010; and (ii) 8.3375% on the last calendar day of each subsequent calendar
quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only if the officers are employed by us on such
dates. During the period December 23, 2008 through March 31, 2009, we expensed $12,618 related to these grants. For the year ended March 31, 2010 we expensed
$112,411 related to these grants and for the year ended March 31, 2011 we expensed $115,412 related to these grants.

On December 8, 2009 the Board of Directors of the Company amended all of the restricted share grants to management (discussed above) to change the vesting to
January 1, 2012. The fair value of the affected optionsimmediately after the amendment was compared to the fair value immediately prior to the anendment, and the
incremental increasein fair value is being recognized over the remaining service period, which is equal to the vesting period.

On April 1, 2009, we granted 2,823,528 shares of stock options with a grant-date fair value of $435,274 to four directors. These options vested immediately and were
expensed. The exercise price for the stock options was based on the Company’s closing stock price on the date of grant which was $0.17. For the year ended March
31, 2010 we expensed $435,274 related to these options.

The grant-date fair value for the April 1, 2009 stock options was estimated using a Black-Scholes option valuation model which incorporated the following
assumptions:

Exercise Price $0.17
Expected Term 5
Expected Volatility 149%
Risk-Free Interest rate 179
Expected Dividend

Distributions LA

The Company uses the simplified method for Expected Term, in accordance with the Staff Accounting Bulletin # 107 as appropriate.

Pertaining to the April 2009 stock option grantsto directors, in September 2010 the Board of Directors of the Company passed a resolution to amend, modify and
extend the exercise time period for vested outstanding options as per Section 6.6 (a) of the 2008 Incentive Plan and Section 9 (b) of each director’s Option Grant
document to be exercisable until January 1, 2012. This amendment and modification triggered the Company to recal cul ate the stock options' valuation using a Black-
Scholes option valuation model. The result was the Company recorded an expense of $202,230 due to this amendment and modification.

The grant-date fair value for these amended stock options was estimated using a Black-Schol es option valuation model which incorporated the following
assumptions:

Exercise Price $0.17
Expected Term 13
Expected Volatility 203%
Risk-Free Interest rate 0.25
Expected Dividend

Distributions LA

The Company uses the simplified method for Expected Term, in accordance with the Staff Accounting Bulletin # 107 as appropriate.

On December 8, 2009, the Board of Directors authorized a Director $40,000 in restricted shares, pursuant to the Company’s 2008 Incentive Plan: 60,000 shares were
granted as of December 8, 2009 with a share price of $0.32 per share; which vested immediately. The remaining 61,176 shares were granted and issued on January 4,
2010 with ashare price of $0.34 per share, and vested immediately upon such grant. For the year ended March 31, 2010 we expensed $40,000 related to these grants.

On December 1, 2009 the Board of Directors granted related parties, |saac Suder, No Logo Air, Inc. and Ter Mast Beheer Utrecht, B.V, restricted shares of the
Company’s common stock, 125,000 shares, 93,750 shares and 156,250 shares, respectively; pursuant to loan agreements between the parties and the Company in
January 2009. These shares vested immediately and were expensed by the Company at $0.32 per share. For the year ended March 31, 2010 we expensed $120,000
related to these grants.

On December 31, 2009, in connection with a private offering of $3,001,033 of convertible debt we issued 700,000 shares of restricted common stock valued at
$203,000. Thesefeesareincluded in the deferred financing costs in the consolidated bal ance sheet as of March 31, 2010 and are being amortized over the term of the
convertible notes using the effective interest rate method.




On March 31, 2010, in connection with a private offering of $1,750,000 of convertible debt we issued 659,000 shares of restricted common stock valued at
$171,340. Thesefeesareincluded in the deferred financing costs in the consolidated balance sheet as of March 31, 2010 and will be amortized over the term of the
convertible notes using the effective interest rate method.

On April 29, 2009, the Company entered into aone year supplemental retainer agreement with Milling Benson Woodward, L.L.P. (“Milling”) wherein, as of April 1,
2009, Milling agreed to accept 50% of its monthly retainer fee payable in the common stock of the Company, with the remainder, payablein cash. Through March 31,
2010, Milling had received 500,004 shares of common stock, equal to an expense amount of $147,501.

On June 30, 2009 we granted aformer employee 60,530 shares of common stock as compensation. The shares vested immediately and have a grant-date fair value of
$10,290, which was expensed on the date of grant.

In September 2010, we issued 304,255 shares of common stock to certain managers and directors of the Company as compensation. The shares were valued at $0.30
per share as of the grant date and vested immediately for the directors; and for the managers, the vesting date was set to be January 1, 2012. For the year ended
March 31, 2011 we expensed $21,602 related to these grants for managers and $39,119 related to these grants for directors.

In November 2010, we issued 54,125 shares of common stock to certain managers of the Company as compensation. The shares were valued at $0.63 per share as of
the grant date and the vesting date was set to be January 1, 2012. For the year ended March 31, 2011 we expensed $12,415 related to these grants.

On May 19, 2010, the Company entered into an investor relations agreement with Malcolm McGuire & Associates, L.L.C. (“McGuire) and amended the agreement on
June 11, 2010. These agreements require the Company to grant McGuire the option to purchase 100,000 shares of restricted common stock at an exercise price of
$0.50 per share. The options vested on November 20, 2010 and may be exercised by McGuire at any time after vesting date and prior to November 20, 2015. Related
to these options the Company recorded an expense of $60,854. The agreement with McGuire also requires the Company, beginning in June 2010 and every month for
asix month period, to issue 2,500 shares of the Company’s restricted common stock. Theinitial six-month time period was allowed to extend. Through March 31,
2011, McGuire received 25,000 shares of the Company’ s restricted common stock, and the Company recorded an expense in the amount of $11,575.

A summary of the status of our common stock options awards is presented in the table below.

Number of Weighted-Average Weighted-Average

Shares Exercise Price Remaining Contractual Term (Y ears)
Outstanding at April 1, 2008 — 3 =
Granted 20,000 2.00 7.01
Exercised — — —
Forfeited — — —
Outstanding at March 31, 2009 20,000 $ — 7.01
Granted 2,823,528 0.15 8.01
Exercised — — —
Forfeited — — —
Outstanding at March 31, 2010 2843528 $ 0.16 8.09
Granted 100,000 0.50 4.64
Exercised
Forfeited
Outstanding at March 31, 2011 2,943,528 0.18 2.69
Exercisable at March 31, 2011 2,943528 $ 0.18 2.69

Asof March 31, 2011, there was approximately $461,729 of total unrecognized compensation cost related to restricted share-based compensation arrangements
granted under the 2008 Plan. That cost is expected to be recognized over the next 9 months. Asof March 31, 2011, outstanding options had an aggregate intrinsic
value of $705,882.
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10. EARNINGSPER SHARE RECONCILIATION
The following is areconciliation between basic earnings per share ("EPS") and diluted earnings per share for the year ended March 31, 2011:

For the Year Ended March 31, 2011

Weighted Average Earnings

Income (loss) Number of Shares per Share
(Numerator) (Denominator) Amount

Basic EPS $ 1,003,842 54,616,489 $ 0.02

Effect of Dilutive Securities:

Options 1,698,881

October 2009 Convertible Debt (132,260) 6,002,066

March 2010 Convertible Debt (210,690) 3,500,000

Diluted EPS

Net income + assumed conversions $ 660,892 65,817,436 $ 0.01

Options to purchase 20,000 shares of common stock at $2.00 per share and 100,000 shares of common stock at $0.50 per share were outstanding during the year ended
March 31, 2011 but were not included in the computation of diluted EPS because the options’ exercise price was greater than the average market price of the common
shares.

11. CONCENTRATION OF RISK

Concentrations of customersin the terminalling industry may impact our overall exposure to credit risk, in that these customers may be similarly affected by changes
in economic or other conditions. We market and sell our services to abroad base of customers and perform ongoing credit evaluations of our customers.

Asof March 31. 2011, the Company maintained its cash balances at one financial institution. Balances are insured by the Federal Deposit Insurance Corporation (the
“FDIC") up to $250,000 per institution. Occasionally, our cash deposits may exceed the FDIC insurable limit.

Asof May 2011, one customer accounted for approximately 28% of total revenue. In addition, for the year ended March 31, 2011, approximately 90% of our revenues
were derived from five major customers. Our largest customer accounted for approximately 28% of our total 2011 revenues. Each of the other four customers
accounted for 10% or more of our 2011 revenues.

12. OTHERINCOME

In December 2010, the Company recorded a net gain of approximately $140,000 related to the Company’s award of a Louisiana Quality Jobs incentive grant based on
our asset investment at the Westwego Terminal. These funds were received by the Company in April 2011. Additionally, in March 2011 the Company recorded a net
gain of approximately $48,000 related to the Company’s award of a Louisianaincentive program related to employment increases at the Westwego Terminal. These
funds are expected to be received during the Company’s 2012 first fiscal quarter. Asof March 31, 2011, receivablesrelated to these awards were recorded as
Receivables-other in the consolidated balance sheet.

13. PROVISION FOR INCOME TAXES
The Company follows the provisions of SFAS No. 109, ASC 740 “ Accounting For Income Taxes,” which provides for recognition of deferred tax assets and liabilities

for deductible temporary timing differences, operating loss carryforwards, statutory depletion carryforwards and tax credit carryforwards net of a valuation allowance
for any asset for which it is more likely than not will not be realized in the Company’ stax return. An analysis of the Company’s deferred taxes follows:
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2011 2010

Deferred tax liabilities

Fixed assets $ 1488738 $ 150,378
Derivative liability 196,225 -
1,684,963 150,378

Deferred tax assets
Stock-based compensation 999,888 839,293
Accounts receivable 90,398 179,306
Charitable contributions 1,434 1,024
Intangible assets 7,705 6,455
Net operating loss carryforwards 3,124,657 2,059,161
4,224,082 3,085,239
Valuation allowance (2,539,119) (2,934,861
Deferred income taxes, net $ — $ —

At March 31, 2011, we had approximately $8 million of operating loss carryforwards. The net operating loss carryfowards would begin to expirein 2028. Some of our
net operating losses may be limited by section 382 of the Internal Revenue Code due to the change in control that occurred in March of 2008. Statement of Financial
Accounting Standards No. 109, Accounting for Income taxes, (SFAS 109) specifiesthat deferred tax assets be reduced by avaluation allowanceif it ismorelikely
than not that some portion of the deferred tax asset will be realized. Accounting rules require that more restrictive criteria be used to consider the book value of
deferred assets in instances in which a company has not demonstrated an ability to generate taxable income. Realization of the deferred tax asset is dependent on
generating sufficient taxable income prior to expiration of any net operating loss carryforwards. Because there is some uncertainty as to the Company’s ability to
generate future taxable income, net operating |oss carryforwards have been fully reserved.

Management assessed its various income tax positions and this assessment resulted in no adjustment to the tax asset or liability. The preparation of our various tax
returns requires the use of estimates for federal and state income tax purposes. These estimates may be subjected to review by the respective taxing authorities. A
revision, if any, to an estimate may result in an assessment of additional taxes, penalties and interest. At thistime, arange in which our estimates may changeis not
quantifiable and achange, if any, is not expected to be material. We will account for interest and penalties relating to uncertain tax provisionsin the current period
income statement, as necessary. \We have not recorded any adjustment to our financial statements as aresult of thisinterpretation. We have tax years 2004 through
2010 remaining subject to examination by various federal and state tax jurisdictions, as applicable.

14. SUBSEQUENT EVENTS

On April 14, 2011 the Company entered into an agreement with one of it vendorsto transfer the Company’s barge dock and related equipment to the vendor in
exchange for $115,000 to be offset against amounts currently owed by the Company to the vendor. Asaresult, the Company recorded aloss of $362,110 on the
disposal of assetsin the amount of $362,110 in April 2011.

On May 10, 2011, former director Christopher Wilson, gave notice to the Company of hisintent to exercise the 705,882 options granted to him in 2009, in a cashless
exercisetransaction. This cashless option exercise transaction resulted in Mr. Wilson surrendering 196,722 shares; determined by the stated exercise amount of
$120,000 (exercise per share price of $0.17 for the 705,882 options granted to him in 2009), divided by the value of the Company’s common stock share price on May
10, 2011 of $0.61, the date of exercise. After surrendering the 196,722 shares, Mr. Wilson received 509,160 common shares.

On June 6, 2011, the Company granted an aggregate of 298,000 shares of restricted common stock to certain managers of the Company as compensation. The shares

were valued at $0.60 per share as of the grant date and the vesting date was set to be January 1, 2015. The grant-date fair value of $178,800 will be recognized ratably
monthly over the vesting period.
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On June 14, 2011, the Board of Directors of the Company passed aresolution to seek written agreements from the holders of the Company’s 2009 Convertible
Promissory Note (the “2009 Notes’) and the 2010 Convertible Promissory Note (the “2010 Notes) to amend their respective maturity datesto:

For the 2009 Notes, from October 15, 2011 to October 15, 2013.
For the 2010 Notes, from March 31, 2012 to September 30, 2013.

Asof June 24, 2011, the Company had received signed amendment agreements from an overwhelming majority of the note holders.
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Item 8. Changesin and Disagreementswith Accountantson Accounting and Financial Disclosure.
None.

Item 8A. Controlsand Procedures.

(a) Evaluation of Disclosure Controlsand Procedures.

We maintain disclosure controls and procedures that are designed to provide reasonabl e assurance that information required to be disclosed by usin the reports that
we file or submit under the Securities Exchange Act of 1934, as amended (the “ Exchange Act”) is recorded, processed, summarized and reported within the time
periods specified in the SEC rules and forms. Disclosure controls and procedures include processes to accumulate and evaluate relevant information and
communicate such information to our management, including our Chief Executive Officer (*CEQO”) and Chief Financial Officer (“CFO”), as appropriate, to allow for
timely decisions regarding required disclosures.

In designing such disclosure controls and procedures, our management necessarily was required to apply its judgment in evaluating the cost-benefit relationship of
possible disclosure controls and procedures. The design of any disclosure controls and procedures also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under al potential future conditions. Noting
these assumptions, under the supervision and with the participation of management, including our CEO and CFO, we evaluated the effectiveness of the design and
operation of our disclosure controls and procedures as of March 31, 2011, as required by Rule 13a-15(€) of the Exchange Act.

Based on this evaluation, our CEO and CFO have concluded that, as of March 31, 2011, our disclosure controls and procedures were not effective to ensure that
information required to be disclosed by usin reports filed under the Exchange Act is recorded, processed, summarized and reported within the time periods specified
in the rules and forms of the SEC due to amaterial weakness noted below.

(b) Management’s Annual Report on Internal Control Over Financial Reporting.

The Company’s management is responsible for establishing and maintaining adequate internal control over financial reporting. The Company’sinternal control over
financial reporting is aprocess designed to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial statementsfor
external purposes in accordance with generally accepted accounting principles.

The Company’sinternal controls over financial reporting include policies and procedures that (1) pertain to the maintenance of recordsthat, in reasonable detail ,
accurately and fairly reflect transactions and dispositions of assets; (2) provide reasonabl e assurances that transactions are recorded as necessary to permit
preparation of financial statementsin accordance with generally accepted accounting principles, and that receipts and expenditures are being made only in
accordance with authorizations of management and the directors of the Company; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of the Company’s assets that could have amaterial effect on our financial statements.

Under the supervision and with the participation of our management, including the CEO, CFO and Audit Committee, we evaluated the effectiveness of our internal
control over financial reporting as of March 31, 2011. Initsevaluation, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control-Integrated Framework.

Based on our assessment and the criteria described above, management and our Audit Committee have concluded that, as of March 31, 2011, our interna control
over financial reporting were not effective. Our controls were determined to be not effective due to adjustments proposed by our auditors relating to accounting for
conversion features embedded in the Company’s convertible debt notes.

Thisannual report does not include an attestation report of our registered public accounting firm regarding internal control over our financial reporting. Our
management's report was not subject to attestation by our registered public accounting firm pursuant to temporary rules of the SEC that permit the Company to
provide only management's report in this annual report.

(c) Changesin Internal Control over Financial Reporting.

There have been no changesin the Company’sinternal controls over financial reporting that occurred during the fourth quarter of the fiscal year that have materially
affected; or are reasonably likely to materially affect our internal control over financial reporting.

Item 9A. Other Information.

None.
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PART I11
Item 10. Directors, Executive Officersand Cor porate Gover nance.
Executive Officers

The following sets forth the names and ages of our executive officers, their respective positions and offices, and their respective principal occupations or
brief employment history.

Name Age Office
Michael D. Suder 56 President and Chief Executive Officer and Director
Donald St.Pierre 54 Chief Financial Officer

Dale T. Chatagnier 49 Chief Operating Officer and Secretary

Francis A. Marrocco 49 Chief Commercia Officer

Michael D. Suder. Mr. Suder has been the Chief Executive Officer and a director of the Company since May 7, 2008, and our President since August 18, 2008. From
September 2005 through 2007, Mr. Suder was the director of new business development for LBC Tank Terminals. Prior to that time, from 2001 through 2005, Mr. Suder
was the general manager of Kinder Morgan Energy Partners LP'slower Mississippi River region. Prior to histenure with Kinder Morgan, Mr. Suder was the
President/COO of Delta Termina Services, Harvey, Louisianafrom 1995 through December 2000. Mr. Suder holds aB.A. degree from George Washington University
in Washington, D.C.

Donald St.Pierre. Mr. St.Pierre joined the Company in June 2008 as Vice President of Finance and became our Chief Financial Officer on August 18, 2008. Prior to
employment with Blackwater Midstream Corp., Mr. St.Pierre held the position of Comptroller with Beverly Industries, LLC, in Westwego, Louisiana from January 2003
through June 2008. Beverly Industries, LL C and its associated companies are engaged in civil construction, trucking, and river aggregate sales. Mr. St.Pierre prepared
in-house financial statements and managed contract administration, banking, insurance, IT and office administration. Mr. St. Pierre graduated from Nicholls State
University in 1978, earning a BS degree in Marketing and Management and completed postgraduate business classes at the University of New Orleans. Mr. St.Pierre
is a'so the owner of an e-commerce business |ocated in New Orleans.

DaleT. Chatagnier. Mr. Chatagnier joined the Company in May 2008 as our Chief Operating Officer and became our Secretary on August 18, 2008. Prior to joining
the Company, Mr. Chatagnier served as the Vice President of Engineering and Operations for North American Terminal Services from 2003 to 2008. From 2001 to
2003, Mr. Chatagnier was the Director of Operations and Engineering for Kinder Morgan in Harvey, LA. From 1995 to 2001 Mr. Chatagnier served asthe Vice
President of Facility Development and Engineering at Westway Terminals Co., where he was responsible for the development of liquid storage facilities. Mr.
Chatagnier earned aBSin Mechanical Engineering from Louisiana State University in Baton Rouge, LA.

FrancisA. Marrocco. Mr. Marrocco has been our Chief Commercial Officer since May 2008. At Kinder Morgan Terminals, from 2000 to 2008, Mr. Marrocco held the
position of Northeast Regional Vice President managing all New Y ork Harbor Operations and Business Development. Prior to Kinder Morgan, Mr. Marrocco was
responsible for commercial development at Delta Terminal Servicesin Harvey, Louisiana. Mr. Marrocco has earned an Associate's Degree from Thomas Edison State
Collegein New Jersey.

The Board and Board Committees

Board of Directors. Theformer board of four directors met eight times during the fiscal year, from April 2010 through September 2010. Each director is expected to
participate, either in person or viateleconference, in meetings of our Board of Directors and meetings of committees of our Board of Directorsin which each director
isamember, and to spend the time necessary to properly discharge such director’s respective duties and responsibilities. During the fiscal year ended March 31,
2011, each incumbent director attended 100% of the total number of meetings of our Board of Directors and meetings of committees of our Board of Directors of
which the director was amember. We do not have awritten policy with regard to directors’ attendance at annual meetings of stockholders; however, all directors are
encouraged to attend the annual meeting.

From April 1, 2010 through September 2, 2010 our Board of Directors has determined that Herbert N. Whitney, Christopher Wilson and Mathijs van Houweninge

currently met the independence requirements and standards currently established by the Nasdaq Stock Exchange and applicable Securities and Exchange
Commission (“SEC”) regulations.
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At the Company’s Annual Shareholder’s Meeting held on September 2, 2010, only one person was renominated and elected to serve on the Company’s Board of
Directors, the Company’s current Chief Executive Officer (the“CEO”). Asaresult, the CEO is currently the only member of the Company’s Disclosure, Compensation
and Audit Committee. The CEO has stated that he will appoint members to the Company’s Board of Directors and to its various committees within the coming
months.

Nominating Committee. We do not have a separately designated Nominating Committee as our entire Board of Directors participates in the identification
and consideration of qualified individual s to become director candidates. The Board of Directorswill consider director candidates recommended by security
holders. Potential nominees to the Board of Directors are required to have such experience in business or financial matters as would make such nominee an asset to
the Board of Directors and may, under certain circumstances, be required to be “independent”, as such term is defined in the Nasdag Stock Exchange Rules and
applicable Securities and Exchange Commission (“ SEC”) regulations. Security holders wishing to submit the name of a person as a potential nominee to the Board of
Directors must send the name, address, and a brief (no more than 500 words) biographical description of such potential nominee to the Board of Directors at the
following address: Board of Directors, c/o Blackwater Midstream Corp., 660 LaBauve Drive, Westwego, Louisiana 70094. Potential director nomineeswill be
evaluated by personal interview, such interview to be conducted by one or more members of the Board of Directors, and/or any other method the Board of Directors
deems appropriate, which may, but need not include a questionnaire. The Board of Directors may solicit or receive information concerning potential nominees from
any source it deems appropriate. The Board of Directors need not engage in an evaluation process unless (i) there is avacancy on the Board of Directors, (ii) a
director is not standing for re-election, or (iii) the Board of Directors does not intend to recommend the nomination of a sitting director for re-election. A potential
director nominee recommended by a security holder will not be evaluated any differently than any other potential nominee.

Audit Committee. From April 1, 2010 through September 2, 2010 we had a separately-designated Audit Committee (which isformed in compliance with
Section 3(a) (58) (A) of the Securities Exchange Act of 1934, as amended, or the “Exchange Act”). No member of the Board of Directors or the Audit Committee
qualified asan “audit committee financial expert.” The board did not believe that any of our former directors had the qualifications or experience to be considered a
financial expert. However, the members of the Board of Directorsindividually and collectively had vast educational and business financial experience and
training. At thistime no qualified candidates have been identified and there can be no assurance that we can attract and retain an independent director to act as our
quadified financia expert.

The Audit Committeeis organized to assist the Board by overseeing the performance of the independent auditors and the quality and integrity of
Blackwater’sinternal accounting, auditing and financial reporting practices. The Audit Committeeisresponsible for retaining (subject to stockholder ratification)
and, as necessary, terminating, the independent auditors, annually reviews the qualifications, performance and independence of the independent auditors and the
audit plan, fees and audit results, and pre-approves audit and non-audit services to be performed by the auditors and rel ated fees. The Audit Committee operates
under awritten charter. During the fiscal year ending March 31, 2011 the Audit Committee met onetime.

Compensation Committee. We do not have a separately-designated Compensation Committee as each member of our Board of Directors participatesin
making recommendations to the Board of Directors concerning salaries and incentive compensation for our officers and employees, and our entire Board of Directors
administers the Blackwater Midstream 2008 Incentive Plan.

Disclosure Committee. We have a disclosure committee and disclosure committee charter. Our disclosure committee is comprised of all of our officers and
directors. The purpose of the committee isto provide assistance to the Chief Executive Officer and the Chief Financial Officer in fulfilling their responsibilities
regarding the identification and disclosure of material information about us and the accuracy, completeness and timeliness of our financial reports.

Code of Ethics

We have adopted a Code of Business Conduct and Ethics that applies to our directors, officers and employees, including our Chief Executive Officer and Chief
Financial Officer (our principal executive officer and principal financial and accounting officer, respectively).

Changesin Director Nomination Processfor Stockholders

None.
Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Exchange Act requires our executive officers, directors and persons who beneficially own more than 10% of aregistered class of our
equity securitiesto file with the SEC initial reports of ownership and reports of changes in ownership of our common stock and other equity securities. Such

executive officers, directors, and greater than 10% beneficial owners are required by SEC regulation to furnish us with copies of all Section 16(a) formsfiled by such
reporting persons.
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Based solely on our review of such forms furnished to us and written representations from certain reporting persons, we believe that during fiscal year
ending March 31, 2011 Michael D. Suder filed two reports that were not timely, Dale Chatagnier filed two reports that were not timely, Francis (Frank) Marrocco filed
five reports that were not timely, Donald St.Pierre filed five reports that were not timely, Mathijs van Houweninge filed one report that was not timely, Herbert
Whitney filed one report that was not filed timely, and Christopher Wilson filed one report that was not filed timely. Otherwise, based solely on our review of such
forms furnished to us and written representations from certain reporting persons, we believe that all filing requirements applicable to our executive officers, directors
and other beneficial owners of greater than 10% of our common stock were complied with during the current fiscal year.
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Item 11. Executive Compensation.
EXECUTIVE COMPENSATION
Summary Compensation Table
The following table shows information concerning the annual compensation for services provided to us by our Chief Executive Officer, our three other most highly
compensated executive officers during the last two completed fiscal years and during the fiscal year ended March 31, 2011, and for other persons who acted as Chief
Executive Officer during the fiscal year ended March 31, 2009, but were not employed by us at year end.
Changein

Pension Value
Non-Equity and Non-

Incentive Qualified All Other Total
Fiscal Salary Stock Option Plan Deferred Compen- Compen-
Year 6] Bonus Awards Awards Compensation Compensation sation sation

Name and Position Ending %) (1) %) (%) (%) Earnings ($) (%)

Michael D. Suder, 2009 275,000 1,454,730 0 0 0 149,000(4) 1,878,730
President and Chief 2010 300,000 35,000 0 0 0 0 32,500(4) 367,500
Executive Officer (2)

(3) 2011 300,000 43,667 22,490 0 0 0 6,000(4) 372,157

Christopher A. Wilson, 2009 0 0 200,000 40,000 0 0 150,000(6) 390,000
Chairman of the
Board, 2010 0 0 0 0 0 0 0 0
Chief Executive
Officer, President, 2011 0 0 0 0 0 0 0 0
Sec. Treas. & CFO (5)

Donald St.Pierre, 2009 79,167 0 98,500 177,667
Chief Financial Officer
(7)(8) 2010 100,000 10,000 0 110,000

2011 100,000 6,000 18,788 124,788

DaleT. Chatagnier, 2009 206,250 0 534,350 740,600
Chief Operating
Officer 2010 225,000 35,000 0 260,000
and Secretary (2)(9) 2011 225,000 17,500 22,490 264,990

Francis Marrocco, 2009 197,917 0 674,952 872,869
Chief Commercial 2010 237,500 40,000 0 277,500
Officer (7)(10) 2011 237,500 22,500 22,490 282,490

(1) No bonuses were paid to our named executive officers during the fiscal year ended March 31, 2009; however, bonusesin the amount of $120,000 were paid

during the fiscal year ended March 31, 2010 and $89,667 were paid in the fiscal year ended March 31, 2011.
2 Employment began May 2008.

©)] Includes (i) 480,690 shares of restricted common stock granted on May 7, 2008 at $2.00 per share and with an original vesting date on January 1, 2010, only if
Mr. Suder is employed by us on such date; (ii) 1,321,898 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per share as of such date; and
(iii) 1,000,000 shares of restricted common stock granted on March 2, 2009, valued at $0.11 per share as of such date. The shares referenced in items*“ii” and “iii”,
immediately preceding, with an original vesting date according to the following schedule: (a) 33.3% on January 1, 2010; and (b) 8.3375% on the last calendar day of
each subsequent calendar quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only if Mr. Suder is
employed by the Company on such dates, respectively. On December 8, 2009, the Board of Directors of the Company amended all of the restricted share grants
wherein, the vesting dates were changed to be January 1, 2012. Includes 43,465 shares of restricted common stock granted on September 1, 2010 valued at $0.30 per
share as of such date and 15,000 shares of restricted common stock granted on November 19, 2010 valued at $0.63 per share as of such date; both with a vesting date
of January 1, 2012.
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4 Includes $29,000 in compensation paid to Mr. Suder during the year ended March 31, 2009 for his services as a member of the Board of Directorsaswell as
stock options valued at $120,000 that were issued to Mr. Suder on April 1, 2009 for his such services; and includes $32,500 in compensation paid to Mr. Suder during
the year ended March 31, 2010 and $6,000 in compensation paid during the year ended March 31, 2011for his services as a member of the Board of Directors.

(5) Mr. Wilson served in such positions from May through August 2008. On May 7, 2008 the Board of Directors granted Mr. Wilson (i) 20,000 shares of
nonqualified common stock options with an exercise price of $2.00 per share, and (ii) 100,000 shares of restricted common stock at $2.00 per share. In December 2010,
Mr. Wilson donated 60,000 shares of common stock, granted to him during the fiscal year ending 2009. “All Other Compensation” does not include an aggregate of
$17,889 paid to the law firm of Wilson, Haglund & Paulson, PC for legal services rendered during the fiscal year. Mr. Wilson isa partner in Wilson, Haglund &
Paulson, P.C.

(6) Includes $30,000 in compensation paid to Mr. Wilson for his services as a member of the Board of Directors aswell as stock options valued at $120,000 that
were issued to Mr. Wilson on April 1, 2009 for his such services.

(7) Employment began June 2008.

(8) Includes (i) 150,000 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per share as of such date; and (ii) 500,000 shares of
restricted common stock granted on March 2, 2009, valued at $0.11 per share as of such date. Each such grant’s original vesting was according to the following
schedule: (i) 33.3% on January 1, 2010; and (ii) 8.3375% on the last calendar day of each subsequent calendar quarter, until all such shares have vested, provided;
however, that such shares shall vest according to such schedule only if Mr. St.Pierreis employed by us on such dates, respectively. On December 8, 2009, the Board
of Directors of the Company amended all of the restricted share grants wherein, the vesting dates were changed to be January 1, 2012. Includes 43,465 shares of
restricted common stock granted on September 1, 2010 valued at $0.30 per share as of such date and 9,125 shares of restricted common stock granted on November
19, 2010 valued at $0.63 per share as of such date; both with avesting date of January 1, 2012.

9) Includes (i) 120,173 shares of restricted common stock granted on May 14, 2008, valued at $2.60 per share on such date with an original vesting date on
January 1, 2010, only if Mr. Chatagnier is employed by us on such date; (ii) 480,690 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per
share as of such date; and (iii)750,000 shares of restricted common stock granted on March 2, 2009, valued at $0.11 per share on such date. The sharesreferenced in
items“ii” and “iii”, immediately preceding, had an original vesting date according to the following schedule: (a) 33.3% on January 1, 2010; and (b) 8.3375% on the last
calendar day of each subsequent calendar quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only
if Mr. Chatagnier is employed by the Company on such dates, respectively. On December 8, 2009, the Board of Directors of the Company amended all of the
restricted share grants wherein, the vesting dates were changed to be January 1, 2012. Includes 43,465 shares of restricted common stock granted on September 1,
2010 valued at $0.30 per share as of such date and 15,000 shares of restricted common stock granted on November 19, 2010 valued at $0.63 per share as of such date;
both with avesting date of January 1, 2012.

(10 Includes (i) 120,173 shares of restricted common stock granted on June 1, 2008, valued at $3.77 per share as of such date with an original vesting date on
January 1, 2010 if Mr. Marrocco is employed by us on such date; (ii) 480,690 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per share
as of such date; (iii) and 750,000 shares of restricted common stock granted on March 2, 2009, valued at $0.11 per share as of such date. The sharesreferenced in
items*“ii” and “iii”, immediately preceding, had an original vesting date according to the following schedule: (a) 33.3% on January 1, 2010; and (b) 8.3375% on the | ast
calendar day of each subsequent calendar quarter, until all such shares have vested, provided; however, that such shares shall vest according to such schedule only
if Mr. Marrocco is employed by the Company on such dates, respectively. On December 8, 2009, the Board of Directors of the Company amended all of the restricted
share grants wherein, the vesting dates were changed to be January 1, 2012. Includes 43,465 shares of restricted common stock granted on September 1, 2010 valued
at $0.30 per share as of such date and 15,000 shares of restricted common stock granted on November 19, 2010 valued at $0.63 per share as of such date; both with a
vesting date of January 1, 2012.

For adescription of the material terms of employment agreements with our named executive officers, see “ Executive Compensation—Employment
Agreements.”




Outstanding Equity Awardsat Fiscal Year Ended March 31, 2011

The following table summarizes the number of securities underlying outstanding plan awards for each named executive officer as of March 31, 2011.

Option Awards Stock Awards
Equity
Incentive
Equity Equity Plan Awards:
Incentive Incentive Plan Market
Plan Awards: or
Awards: Market Number of Payout Value
Number Value of Unear ned of Unearned
Number of Number of of Number of Sharesor Shares, Shares, Units
Securities Securities Securities Shares or Units of Unitsor or Other
Underlying Underlying Underlying Units of Stock Other Rights
Unexercised  Unexercised  Unexercised Option Option Stock That That Rights That That
Options (#) Options (#) Unear ned Exercise Expiration Have Not Have Not Have Not Have Not
Name Exercisable unexercisable Options (#) Price (%) Date Vested (#) Vested ($) Vested (#) Vested ($)
Michael D.
Suder 0 0 705,882(1) $ 0.17 4/1/2019 0 0 2,861,053(2) 1,597,220
Donald
St. Pierre 0 0 0 0 0 702,590(3) 117,288
DaeT.
Chatagnier 0 0 0 0 0 1,409,328(4) 556,839
Francis
Marrocco 0 0 0 0 0 1,409,328(5) 697,442
0] Such options are fully vested and are exercisable at $0.17 per share, the closing price of the common stock on April 1, 2009, the date that such options were
issued. Mr. Suder received this compensation as a director aswell asfor his services as an executive officer of the Company during the fiscal year ending March 31,
2009.
2 Includes (i) 480,690 shares of restricted common stock granted on May 7, 2008 at $2.00 per share as of such date; (ii) 1,321,898 shares of restricted common

stock granted on January 1, 2009, valued at $0.29 per share as of such date;(iii) 1,000,000 shares of restricted common stock granted on March 2, 2009, valued at $0.11
per share as of such date; (iv) 43,465 shares of restricted common stock granted on September 1, 2010, valued at $0.30 per share as of such date; and (v) 15,000 shares
of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The sharesreferenced initems*i”, “ii”, “iii” “iv” and “v”
immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Suder is employed by the Company on such date.

3 Includes (i) 150,000 shares of restricted common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (ii) 500,000 shares of restricted
common stock granted on March 2, 2009, valued at $0.11 per share as of such date; (iii) 43,465 shares of restricted common stock granted on September 1, 2010,
valued at $0.30 per share as of such date; and (iv) 9,125 shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such

date. Thesharesreferenced initems*“i”, “ii”, "iii” and “iv" immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr.
St.Pierreis employed by the Company on such date.

4) Includes (i) 120,173 shares of restricted common stock granted on May 14, 2008, valued at $2.60 per share as of such date and; (ii) 480,690 shares of restricted

common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (iii) 750,000 shares of restricted common stock granted on March 2, 2009, val ued
at $0.11 per share on such date, (iv) 43,465 shares of restricted common stock granted on September 1, 2010,,valued at $0.30 per share as of such date; and (v) 15,000
shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The shares referenced initems*“i”, “ii”, “iii”, “iv” and “v”
immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Chatagnier is employed by the Company on such date.

5) Includes (i) 120,173 shares of restricted common stock granted on June 1, 2008, valued at $3.77 per share as of such date; (ii) 480,690 shares of restricted
common stock granted on January 1, 2009, valued at $0.29 per share as of such date; (iii) 750,000 shares of restricted common stock granted on March 2, 2009, valued
at $0.11 per share as of such date, (iv) 43,465 shares of restricted common stock granted on September 1, 2010, valued at $0.30 per share as of such date; and (v)
15,000 shares of restricted common stock granted on November 19, 2010, valued at $0.63 per share as of such date. The sharesreferenced initems*“i”, “ii”, “iii", “iv”
and “v” immediately preceding, all vest according to the revised vesting date of January 1, 2012, and only if Mr. Marrocco is employed by the Company on such date.
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Employee Benefits Plans

Pension Benefits

We do not sponsor any qualified or non-qualified pension benefit plans.
Nonqualified Deferred Compensation

We do not maintain any non-qualified defined contribution or deferred compensation plans. We sponsor atax qualified defined contribution 401(k) planin
which all eligible executive officers and employees may participate.

Employment Agreements
Employment Agreement with Michael D. Suder

We are aparty to an employment agreement with Michael D. Suder, our Chief Executive Officer and President, which expireson April 30, 2013. The
agreement provides for abase annual salary of $300,000 and allows Mr. Suder to participate in any of the Company’s executive benefit plans. Pursuant to the
agreement, Mr. Suder was entitled to 480,690 shares of the Company’s common stock at a purchase price of $.001 per share. Pursuant to the agreement, the Company
granted Mr. Suder common stock purchase options to acquire 1,321,898 shares of the Company’s common stock at an exercise price of $2.00 per share. In December
2008, Mr. Suder voluntarily cancelled the 1,321,898 common stock purchase options acquired pursuant to the agreement and received 1,321,898 shares of common
stock from the Board at no additional consideration.

Mr. Suder’s employment agreement may be terminated, with or without cause (as defined in the agreement). If we terminate the employment agreement for
cause or on account of death or disability or if Mr. Suder terminates the agreement for any reason, Mr. Suder is entitled to no further compensation or benefits other
than those earned through the date of termination, provided, however, that if we terminate the employment agreement on account of death or disability, Mr. Suder’s
heirs shall be entitled to continue to participate in any executive benefit plan, to the extent provided in such plan or as may berequired by law. If weterminate the
agreement for any reason other than for cause, death or disability, (i) we will provide severance of continued payment of cash compensation at arate of Mr. Suder’s
then current base annual salary for aperiod equal to the lesser of the balance of the term of the agreement or 6 months, (ii) we will provide Mr. Suder and his spouse
and dependents, if any, with medical benefits comparable to such benefits received prior to termination, for up to 12 months, or the cash equivalent of such benefits;
and (iii) all securitiesissued to Mr. Suder that remain subject to vesting shall immediately vest and become exercisable for a period of up to 12 months.

The Company has agreed to indemnify Mr. Suder against all claims, losses and expenses sustained by him as aresult of any action taken by him in good
faith and furtherance of the Company’s business and within the scope of Mr. Suder’s duties and authority, in connection with any and all claims by stockholders or
third parties which are based on such actions.

Employment Agreement with Dale T. Chatagnier

We are a party to an employment agreement with Dale T. Chatagnier, our Chief Operating Officer, which expires on May 13, 2013, and automatically renews
for successive periods of one year after May 13, 2013, unless either party gives notice to the other party that such party desiresto terminate the agreement. The
agreement provides for a base annual salary of $225,000 and allows Mr. Chatagnier to participate in any of the Company’s executive benefit plans. Pursuant to the
agreement, Mr. Chatagnier was entitled to purchase 120,173 shares of the Company’s common stock, pursuant to the 2008 Plan, at a purchase price of $.001 per
share. Pursuant to the agreement, the Company granted Mr. Chatagnier 480,690 common stock purchase options at an exercise price of $2.60 per share. In December
2008, Mr. Chatagnier voluntarily cancelled his common stock purchase options acquired pursuant to the agreement and received 480,690 shares of common stock
from the Board at no additional consideration.

Mr. Chatagnier's employment agreement may be terminated, with or without cause (as defined in the agreement). If we terminate the employment agreement
for cause or on account of death or disability or if Mr. Chatagnier terminates the agreement for any reason, Mr. Chatagnier is entitled to no further compensation or
benefits other than those earned through the date of termination, provided, however, that if we terminate the employment agreement on account of death or disability,
Mr. Chatagnier's heirs shall be entitled to continue to participate in any executive benefit plan, to the extent provided in such plan or as may be required by law. If we
terminate the agreement for any reason other than for cause, death or disability, (i) we will provide severance of continued payment of cash compensation at arate of
Mr. Chatagnier's then current base annual salary for a period equal to the lesser of the balance of the term of the agreement or 6 months, (ii) we will provide Mr.
Chatagnier and his spouse and dependents, if any, with medical benefits comparable to such benefits received prior to termination, for up to 12 months, or the cash
equivalent of such benefits; and (iii) all securitiesissued to Mr. Chatagnier that remain subject to vesting shall immediately vest and become exercisable for a period
of up to 12 months.
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The Company has agreed to indemnify Mr. Chatagnier against all claims, losses and expenses sustained by him as a result of any action taken by himin
good faith and furtherance of the Company’s business and within the scope of Mr. Chatagnier’s duties and authority, in connection with any and all claims by
stockholders or third parties which are based on such actions.

Employment Agreement with Francis Marrocco

We are aparty to an employment agreement with Francis Marrocco, our Chief Commercial Officer, which expires on May 13, 2013, and automatically renews
for successive periods of oneyear after May 13, 2013, unless either party gives notice to the other party that such party desires to terminate the agreement. The
agreement provides for abase annual salary of $237,500 and allows Mr. Marrocco to participate in any of the Company’s executive benefit plans. Pursuant to the
agreement, Mr. Marrocco was entitled to purchase 120,173 shares of the Company’s common stock, pursuant to the 2008 Plan, at a purchase price of $.001 per
share. Pursuant to the agreement, the Company granted Mr. Marrocco 480,690 common stock purchase options at an exercise price of $3.77 per share. In December
2008, Mr. Marrocco voluntarily cancelled his common stock purchase options acquired pursuant to the agreement and received 480,690 shares of common stock from
the Board at no additional consideration.

Mr. Marrocco's employment agreement may be terminated, with or without cause (as defined in the agreement). If we terminate the employment agreement
for cause or on account of death or disability or if Mr. Marrocco terminates the agreement for any reason, Mr. Marrocco is entitled to no further compensation or
benefits other than those earned through the date of termination, provided, however, that if we terminate the employment agreement on account of death or disabhility,
Mr. Marrocco’s heirs shall be entitled to continue to participate in any executive benefit plan, to the extent provided in such plan or as may be required by law. If we
terminate the agreement for any reason other than for cause, death or disability, (i) we will provide severance of continued payment of cash compensation at a rate of
Mr. Marrocco’ s then current base annual salary for aperiod equal to the lesser of the balance of the term of the agreement or 6 months, (ii) we will provide Mr.
Marrocco and his spouse and dependents, if any, with medical benefits comparabl e to such benefits received prior to termination, for up to 12 months, or the cash
equivalent of such benefits; and (iii) all securitiesissued to Mr. Marrocco that remain subject to vesting shall immediately vest and become exercisable for a period of
up to 12 months.

The Company has agreed to indemnify Mr. Marrocco against all claims, osses and expenses sustained by him as aresult of any action taken by himin good
faith and furtherance of the Company’ s business and within the scope of Mr. Marrocco’s duties and authority, in connection with any and all claims by stockholders
or third parties which are based on such actions.

Potential Payments Upon Termination or Changein Control

Assuming the employment of our named executive officers were to be terminated without cause, each as of March 31, 2011, the following individuals would
be entitled to payments in the amounts set forth opposite to their name in the bel ow table:

Cash Severance
Michael D. Suder Up to $150,000
Dale T. Chatagnier Up to $112,500
Francis Marrocco Up to $118,750

We are obligated to pay Mr. Suder the above sum if heresigns for good reason. We are not obligated to make any cash paymentsto these executivesif
their employment is terminated by us for cause, or in the event of death or disability, other than the payment of accrued but unpaid annual salary and vacation time,
and reimbursement of business expenses. |f employment of the above-named executivesis terminated by reason of death or disability, the heirs of the deceased
shall, in certain circumstances, be entitled to continue to participate in certain employee benefits plans. A changein control does not affect the amount or timing of
these cash severance payments.

Assuming the employment of our named executive officers were to be terminated without cause or for good reason, each as of March 31, 2011, the following
individuals would be entitled to accel erated vesting of their outstanding stock options and common stock awards described in the table bel ow:

Value of Equity

Awards: Termination Value of Equity
Without Awards: In
Causeor For Good Connection With a
Reason (1) Changein Control
Michael D. Suder $ 1498113 (2) $ 1,498,113
DaleT. Chatagnier $ 591,918 (3) $ 591,918
Francis Marrocco $ 591,918 (3) $ 591,918
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@ The market price of our common stock on the OTCBB on March 31, 2011 was $0.42 per share
2 Includes 2,861,053 shares of restricted common stock and 705,882 common stock purchase options.
3 Includes 1,409,328 shares of restricted common stock.
DIRECTOR COMPENSATION
Summary of Director Compensation

At the June 2010 meeting of the Company’s Board of Directors, the Board increased the number of director seats from four to five. The Board also revised
the director compensation payments, applicable to the next Board of Directorsto be elected in September 2010, to be $20,000 per year to each non-employee director,
paid in September of each year for their future period of service from September through August. The board additionally approved that no feeswould be paid for
attending or participating in any Board of Director or committee meeting, whether in person or by other means.

Prior to the September 2010 revised director compensation terms, each member of the Board of Directors was paid afee of $25,000 as of August 1. Each
director was also paid $1,000 for participating in person in board and committee meetings and $500 for participating in board and committee meetings via
teleconference.

Prior to August 2009, annually, as of August 1, each member of the Board of Directors was to be awarded shares of restricted common stock or common
stock purchase options as outlined below via our 2008 Incentive Plan. Such compensation was awarded on May 7, 2009. Our directors had the option to choose one
of the following methods of compensation:

A) Up to $60,000 in value of shares of the Company’s common stock at the grant date with immediate vesting, or
B) Stock options equal to double the number of shares of stock equal to $60,000 at the grant date, with immediate vesting.

On May 7, 2009, each of the Company’s four directors elected to receive $120,000 worth of stock options (705,882 options) valued on the grant date at $0.17,
which isalso the exercise price. These options were expensed by the Company in May 2009 at $435,274 using a Black-Scholes per share valuation of approximately
$0.154.

Had each of the directors chosen to receive $60,000 worth of the Company’s shares on this date (352,941 shares), the price would have also been $0.17, but
the Company would have expensed $240,000.

Asof August, 2009, and through December 2009, our 2008 Incentive Plan often did not have adequate shares available to issue or grant shares or optionsto
the Board of Directors as called for in the Company’s 2008 I ncentive Plan; therefore the Board decided to create a new non-employee directors incentive plan.

On December 7, 2009, the Board of Directors of the Company authorized and approved the 2009 Non-Employee Directors Stock Incentive Plan. The Plan
would have allowed non-employee directors to receive up to an aggregate amount of stock options, not to exceed 2,000,000 shares, of the common stock of the
Company. The Plan also established a vesting schedule and other terms and conditions. The Plan needed to be ratified by the Company’s Shareholders at the next
annual shareholders meeting. At the next annual shareholders meeting held on September 2, 2010, the sharehol ders did not approve the 2009 Non-Employee
Directors Stock Incentive Plan.

On December 8, 2009 the Board of Directors authorized Director Mathijs van Houweninge to receive $40,000 in shares of restricted common stock, pursuant
to the Company’ s 2008 Incentive Plan: 60,000 shares were granted as of December 8, 2009 with a share price of $0.32 per share, which vested immediately. The
remaining 61,176 shares were granted and issued on January 4, 2010 with a share price of $0.34 per share, and vested immediately upon such grant.

On September 1, 2010 the Board of Directors granted each of the three non-employee directors, pursuant to the Company’s 2008 Incentive Plan: 43,465
shares of restricted common stock with a share price of $0.30 per share, which vested immediately.

Each director is personally responsible for their personal income taxes as aresult of the above-referenced awards. Our directors are not precluded from
serving usin any other capacity and receiving compensation therefore.
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The following table summarizes compensation that our directors received during the fiscal year ending March 31, 2009, March 31, 2010 and March 3, 2011 for
services as members of our Board of Directors.

Fees Nonqualified
Earned or Non-equity deferred
Paid in Stock Options incentiveplan ~ compensation All Other
Cash Awards Awards compensation earnings Compensation Total
Name (%) (%) (%) (%) % ) (%)
Christopher A Wilson: 2009 $ 30,000 $ 0 $ 120,000(2) 0 0 0() $ 150,000
2010 $ 33,000 $ 0 $ 0 0 0 o) $ 33,000
2011 $ 7,000 $ 13,039 $ 0 0 0 0 $ 20,039
Michael D. Suder: 2009 $ 29,000 $ 0 $ 120,000 0 0 0 $ 149,000
2010 $ 32500 $ 0 $ 0 0 0 0 $ 32,500
2011 $ 6,000 $ 0 $ 0 0 0 0 $ 6,000
Herbert N. Whitney: 2009 $ 30,000 $ 0 3 120,000 0 0 0 $ 150,000
2010 $ 33,000 $ 0 $ 0 0 0 0 $ 33,000
2011 $ 7,000 $ 13039 $ 0 0 0 0 $ 20,039
Mathijs van Houweninge: 2009 $ 29,500 $ 0 $ 120,000 0 0 0 3 149,500
2010 $ 33,000 $ 40000 $ 0 0 0 0 $ 73,000
2011 $ 6,500 $ 13039 $ 0 0 0 0 $ 19,539

(1) Doesnot include $17,889 paid to the law firm of Wilson, Haglund & Paulson, PC for legal services rendered during the fiscal year. Mr. Wilsonisapartnerin
Wilson, Haglund & Paulson, P.C.

2 In December 2010, Mr. Wilson donated 60,000 shares of common stock, granted to him during the fiscal year ending 2009.

Item 12. Security Owner ship of Certain Beneficial Ownersand M anagement and Related Stockholder M atters.

Thefollowing table sets forth, as of June 24, 2011, certain information as to the stock ownership of (i) each person known by the Company to own beneficially more
than five percent of the Company’s Common Stock, (ii) each of the Company’s directors and former directors, (iii) each of the Company’s executive officers, and (iv)
the Company’s executive officers, directors and 5% beneficial ownersasagroup. Except as otherwise set forth in the notes to the table, the business address of each
shareholder is c/o the Company, 660 LaBauve Drive, Westwego, Louisiana 70094. Information provided as to 5% shareholders other than our employees or
management is based solely on forms 13D or 13G filed with the Securities and Exchange Commission.

Number of Shares

Beneficially Per centage
Name of Beneficial Owner Owned (1) Owner ship
Michael D. Suder, CEO & Director 3,697,785(2) 6.57%
Dondd St.Pierre, CFO 794,465 1.43%
DaeT. Chatagnier, COO 1,507,828 2.71%
Francis (Frank) Marrocco, CCO 1,507,550 2.71%
Mathijs van Houweninge, Former Director 1,847,368(3) 3.28%
Christopher A. Wilson, Former Officer and Director 612,625(4) 1.10%
Herbert N. Whitney, Former Director 749,347(5) 1.33%
Philip Oliver Tracy, Shareholder 3,625,000(6) 6.46%
Douglas Wu, Shareholder 4,806,000 8.64%
All executive officers, directorsand 5% beneficial owner asa group (9 persons) 19,147,968 32.88%

(1) Beneficial ownership is determined in accordance with the rules and regul ations of the U.S. Securities and Exchange Commission (SEC). In computing the number
of shares beneficially owned by a person and the percentage ownership of that person, shares of Common Stock subject to options held by that person that are
currently exercisable or exercisable within 60 days of June 10, 2011 are deemed outstanding.
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Such shares, however, are not deemed outstanding for the purposes of computing the percentage ownership of any other person. Except asindicated in the
footnotes to the following table or pursuant to applicable community property laws, each stockholder named in the table has sole voting and investment power with
respect to the shares set forth opposite such stockholder’s name. The percentage of beneficial ownership isbased on 55,606,774 shares of Common Stock
outstanding as of June 10, 2011.

(2) Includes (i) 2,991,903 shares of common stock and (ii) options to purchase 705,882 shares of common stock.
(3) Includes (i) 1,141,486 shares of common stock and (ii) options to purchase 705,882 shares of common stock.

(4) Includes (i) 592,625 shares of common stock (which is shown net of 60,000 shares of common stock that Mr. Wilson donated in December 2010), (ii) optionsto
purchase 20,000 shares of common stock.

(5) Includes (i) 43,465 shares of common stock, (ii) options to purchase 705,882 shares of common stock.
(6) Includes (i) 3,125,000 shares of common stock, (ii) the ability to convert loans at $0.40 per share into 500,000 shares of common stock.
Securities Authorized for | ssuance Under Equity Compensation Plans.

The Board of Directors approved the 2008 Incentive Plan on May 7, 2008. The 2008 Incentive Plan was amended by our Board of Directorsin February 2009 to allow
for amaximum of 2.5 million shares of common stock to be issued to any single individual employee within any calendar year. It was again amended on April 14, 2009
to increase the number of shares available for issuance pursuant to it from the greater of: (i) (a) 15% of the number of issued and outstanding shares of common stock
as of thefirst day of the then-current fiscal quarter of the Company, or (b) 5,000,000 shares, to (ii) (x) 17.5% of the number of issued and outstanding shares of
common stock as of the first day of the then-current fiscal quarter of the Company, or (y) 5,000,000 shares. At our annual meeting of stockholders held on May 4,
2009, holders of our common stock as of March 26, 2009 ratified and approved the 2008 Plan as amended. |n September 2010 the Board of Directors of the Company
passed aresolution to amend, modify and extend the exercise time period for vested outstanding options as per Section 6.6 (a) of the 2008 Incentive Plan to be
exercisable until January 1, 2012. In March 2010 the Board of Directors of the Company passed a resolution permitting a cashless exercise transaction as a method of
payment for the exercise of stock options on options granted in April 2009.

The following table provides information with respect to compensation plans (including individual compensation arrangements) under which equity securities of the
registrant are authorized for issuance, as of June 24, 2011.

No. of securities remaining
available for future

No. of securitiesto be issuance under equity
issued Weighted-average exercise compensation plans
upon exercise of outstanding price of outstanding (excluding securities
options, warrants and rights ~ options, warrants and rights reflected in column (a))
Plan Category @ (b) ©
Equity compensation plans approved by security holders 2843528 $ 0.16 —
Total 2843528 $ 0.16

Item 13. Certain Relationshipsand Related Transactions, and Director Independence.
Certain Relationships and Related Transactions.

In December 2008, we borrowed $125,000 and $100,000 from Ter Mast Beheer Utrecht, B.V. and |saac Suder, respectively, and recorded the receipt of these
funds asa current liability; in advance of agreeing to loan terms and security agreements. In January 2009 we borrowed $75,000 from No Logo Air, Inc. and recorded
thereceipt of these funds as a current liability. On January 20, 2009, we entered into aloan and security agreement, effective January 1, 2009, with each of Ter Mast
Beheer Utrecht, B.V., No Logo Air, Inc. and Isaac Suder, in the principal amount of $125,000, $75,000 and $100,000, respectively. Ter Mast Beheer Utrecht, B.V. and
No Logo Air, Inc. are each owned and controlled by Mathijs van Houweninge, adirector of the Company at that time, |saac Suder isthe father of Michael Suder, a
director of the Company and its President and Chief Executive Officer. Collectively, Ter Mast Beheer Utrecht, B.V., No Logo Air, Inc. and I saac Suder are hereinafter
referred to asthe "Creditors”.

60




Thelnsider Loans boreinterest at the annual rate of 12%. Monthly installments of interest only payments began on January 31, 2009 and continued
through final payment. In addition, principal installments of $9,015, $5,409 and $7,212 to Ter Mast Beheer Utrecht B.V., No Logo Air, Inc. and I saac Suder,
respectively, commenced on April 30, 2009 and continued through final payment. All unpaid principal and accrued and unpaid interest on the Insider Loans was
originally scheduled to be finally due and payable on June 30, 2010.

If any amount due and owing pursuant to the Insider Loansis not promptly paid when due, then all installments payable thereon shall, at the option of the
respective Creditor, immediately mature, and become due and owing. The Insider Loans are secured by a security interest on our interest in our wholly owned
subsidiary, BWNO, including, but not necessarily limited to, all distributions, rents, fruits, profits, revenues, and other interests, however produced or derived from
such interest (collectively, the "Collateral").

Additionally, the Company and the Creditors entered into an Intercreditor agreement, whereby the Creditors agreed that in the event of foreclosure on the
Collateral, each Creditor ranks pari passu as amongst themselves.

In December 2009, the Company paid in full all remaining principal paymentsand any and all interest accrued as of the payment date. 1n December 2009, the
Board of Directors of the Company granted and issued restricted shares of the Company’s stock to the holders of the Insider Loans; 156,250 shares, 93,750 shares
and 125,000 sharesto Ter Mast Beheer Utrecht B.V., No Logo Air, Inc. and Isaac Suder, respectively. These shares vested immediately and were expensed by the
Company at $0.32 per share. Pursuant to the issuance of these shares, the Company recorded an expense of $50,000, $30,000 and $40,000 for Ter Mast Beheer Utrecht
B.V., No Logo Air, Inc. and | saac Suder, respectively.

On January 28, 2009, Mathijs van Houweninge, one of our directors, was issued 406,845 shares of restricted common stock of the Company at the direction
of Falcon Consulting Limited, of which Mr. Houweninge is an advisor. Such shares represented a portion of the fees due to Falcon International Consulting Limited
in consideration for placement agent servicesit rendered to the Company.

Related parties participated in both our September 2009 Offering and our January 2010 Offering. The following table summarizes the related party
participation:

OFFERING INVESTOR AMOUNT RELATIONSHIP
September 2009 Frances Suder $ 50,000 Mother (deceased) to Michael Suder, CEO & Director
September 2009 Jonathan Suder 100,000 Brother to Michael Suder, CEO & Director
September 2009 Nicolle Suder 30,000 Sister to Michael Suder, CEO & Director
January 2010 |saac Suder 50,000 Father of Michael Suder, CEO & Director
January 2010 Nicolle Suder 20,000 Sister to Michael Suder, CEO & Director
TOTAL $ 250,000

The Company does not currently have a procedure for the review, approval or ratification of any related party transaction.
Item 14. Principal Accountant Feesand Services.

Thefirm of MaloneBailey, LLP has served as our independent auditors since October 8, 2008. Aggregate fees billed by MaloneBailey, LLP asan
independent registered public accounting firm, during the fiscal years ended March 31, 2010 and March 31, 2011 are asfollows:

MaloneBailey LLP, MaloneBailey LLP,
Fiscal Year-Ended Fiscal Year-Ended

March 31, 2011 March 31, 2010
Audit Fees $ 30,000 $ 67000
Audit-Related Fees 0 0
Tax Fees 0 0
All Other Fees 0 0
Total $ 30,000 $ 67,000

Audit Fees—This category includes aggregate fees billed by our independent auditors for the audit of our annual financial statements, audit of
management’ s assessment and effectiveness of internal controls over financial reporting, review of financial statementsincluded in our quarterly reports on Form 10-
Q and servicesthat are normally provided by the auditor in connection with statutory and regulatory filings for those fiscal years.
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Audit-Related Fees—This category consists of services by our independent auditors that, including accounting consultations on transaction rel ated
matters, are reasonably related to the performance of the audit or review of our financial statements and are not reported above under Audit Fees.

Tax Fees—This category consists of professional services rendered for tax compliance and preparation of our corporate tax returns and other tax advice.
All Other Fees—During the years ended March 31, 2010 and 2011 MaloneBailey, LLP did not incur any feesfor other professional services.
Pre-Approval Policiesand Procedures

In accordance with the SEC’s auditor independence rules, the Audit Committee has established the following policies and procedures by which it approves
in advance any audit or permissible non-audit services to be provided to the Company by its independent auditor.

Prior to the engagement of the independent auditors for any fiscal year's audit, management submits to the Audit Committee for approval lists of recurring
audit, audit-related, tax and other services expected to be provided by the independent auditors during that fiscal year. The Audit Committee adopts pre-approval
schedul es describing the recurring services that it has pre-approved, and isinformed on atimely basis, and in any event by the next scheduled meeting, of any such
services rendered by the independent auditor and the related fees.

The feesfor any serviceslisted in apre-approval schedule are budgeted, and the Audit Committee reguires the independent auditor and management to
report actual fees versus the budget periodically throughout the year. The Audit Committee will require additional pre-approval if circumstances arise where it
becomes necessary to engage the independent auditor for additional services above the amount of fees originally pre-approved. Any audit or non-audit service not
listed in apre-approval schedule must be separately pre-approved by the Audit Committee on a case-by-case basis.

Every request to adopt or amend a pre-approval schedule or to provide services that are not listed in a pre-approval schedule must include a statement by
the independent auditors asto whether, in their view, the request is consistent with the SEC' s rules on auditor independence.

The Audit Committee will not grant approval for:
any services prohibited by applicable law or by any rule or regulation of the SEC or other regulatory body applicable to the Company;

provision by the independent auditors to the Company of strategic consulting services of the type typically provided by management consulting
firms; or
the retention of the independent auditorsin connection with a transaction initially recommended by the independent auditors, the tax treatment of
which may not be clear under the Internal Revenue Code and related regulations and which it is reasonabl e to conclude will be subject to audit
procedures during an audit of the Company’s financial statements.
Tax services proposed to be provided by the auditor to any director, officer or employee of the Company who isin an accounting role or financial reporting
oversight role must be approved by the Audit Committee on a case-by-case basis where such services are to be paid for by the Company, and the Audit Committee
will be informed of any servicesto be provided to such individual s that are not to be paid for by the Company.

In determining whether to grant pre-approval of any non-audit servicesin the “all other” category, the Audit Committee will consider all relevant facts and
circumstances, including the following four basic guidelines:

whether the service creates a mutual or conflicting interest between the auditor and the Company;

whether the service places the auditor in the position of auditing his or her own work;
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whether the service resultsin the auditor acting as management or an employee of the Company; and

whether the service places the auditor in a position of being an advocate for the Company.
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PART IV
Item 15. Exhibitsand Financial Statement Schedules
A (1) Financial statementsfiled as part of thisreport:
Consolidated balance sheets as of March 31, 2011 and March 31, 2010,
Consolidated statements of operations for the year ended March 31, 2011and for the year ended March 31, 2010,
Consolidated statements of stockholders’ equity for the period March 31, 2010 through March 31, 2011,

Consolidated statements of cash flows for the year ended March 31, 2011and for the year ended March 31, 2010.

(3) Exhibits.

Exhibit

Number Description

31 Articles of Incorporation (incorporated by reference to the Company's Registration Statement on Form S-8 filed with the Commission on July 10,
2008)

32 Bylaws (incorporated herein by reference to the Company's Registration Statement on Form SB-2 filed with the Commission on June 7, 2004)

41 Specimen Common Stock Certificate (incorporated by reference to Exhibit 4.1 of the Company’s Registration Statement on Form SB-2 filed June 7,
2004)

4.2* Blackwater Midstream Corp. 2008 Incentive Plan, as amended (incorporated by reference to Exhibit B of the Company’s definitive Proxy Statement
on Schedule 14A filed on April 3, 2009)

4.3* Form of Award Agreement for Incentive Stock Options (incorporated by reference to Exhibit B of the Company’s definitive Proxy Statement on
Schedule 14A filed on April 3, 2009)

4.4* Form of Award Agreement for Nonstatutory Stock Options (incorporated by reference to Exhibit B of the Company’ s definitive Proxy Statement
on Schedule 14A filed on April 3, 2009)

4.5* Form of Award agreement for Stock (incorporated by reference to Exhibit B of the Company’s definitive Proxy Statement on Schedule 14A filed
on April 3,2009)

10.1* Services Agreement with Christopher Wilson dated May 5, 2008 (incorporated by reference to the Company's Current Report on Form 8-K filed
May 6, 2008)

10.2* Employment Agreement with Michael Suder, dated May 7, 2008 (incorporated by reference to the Company's Current Report on Form 8-K filed
May 9, 2008)

10.3* Employment Agreement with Dale T. Chatagnier, dated May 14, 2008 (incorporated by reference to the Company's Current Report on Form 8-K
filed May 16, 2008)

10.4* Employment Agreement with Francis Marrocco, dated May 29, 2008 (incorporated by reference to the Company’s Current Report on Form 8-K
filed with the Commission on May 29, 2008)

105 Placement agent’ s agreement with Falcon International Consulting Limited, dated May 28, 2008 (incorporated by reference to Exhibit 10.4 of the
Company’s Quarterly Report on Form 10-Q filed August 19, 2008)

10.6 Membership Interest Purchase Agreement with Safeland Storage, LL C (incorporated by reference to Exhibit 10.6 of the Company’s Annual Report
on Form 10-K SB filed July 15, 2008)

10.7 Purchase and Sale Agreement between Safeland Storage LL C, Future Energy Investments and Blackwater Midstream Corp., dated June 25, 2008
(incorporated by reference to Exhibit 10.7 of the Company’s Annual Report on Form 10-KSB filed July 15, 2008)

10.8 Completion of Acquisition of Westwego Terminal dated December 23, 2008 (incorporated by reference to the Company’s Current Report on Form
8-K dated on December 30, 2008 and as amended on Form 8-K/A on April 23, 2009)

109 $2,500,000 Term Loan with JP Morgan Chase Bank, N.A. dated December 23, 2008 (incorporated by reference to Exhibit 10.1 to Current Report on
Form 8-K filed December 31, 2008).

10.10 Credit Agreement with JP Morgan Chase Bank, N.A. dated December 23, 2008 (incorporated by reference to Exhibit 10.2 to Current Report on
Form 8-K filed December 31, 2008)

10.11 Collateral Mortgage in favor of JP Morgan Chase Bank, N.A. dated December 23, 2008 (incorporated by reference to Exhibit 10.3 to Current Report
on Form 8-K filed December 31, 2008)

10.12 Assignment of Deposit Account to JP Morgan Chase Bank, N.A. dated December 23, 2008 (incorporated by reference to Exhibit 10.4 to Current

Report on Form 8-K filed December 31, 2008)




10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27
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10.29
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10.33

10.34

10.35
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Asset Purchase Agreement by and between the Company and NuStar Terminals Operations Partnership L.P. dated September 25, 2008, as
amended (incorporated by reference to the Company’s Current Reports on Form 8-K filed on September 30, 2008 and November 4, 2008)

L oan agreement with Ter Mast Beheer Utrecht B.V. (incorporated herein by reference to the Company’s Current Report on Form 8-K filed with the
Commission on January 26, 2009)

Security agreement with Ter Mast Beheer Utrecht B.V. (incorporated herein by reference to the Company’s Current Report on Form 8-K filed with
the Commission on January 26, 2009)

Loan agreement with No Logo Air, Inc. (incorporated herein by reference to the Company’ s Current Report on Form 8-K filed with the
Commission on January 26, 2009)

Security agreement with No Logo Air, Inc.(incorporated herein by reference to the Company’s Current Report on Form 8-K filed with the
Commission on January 26, 2009)

Loan agreement with | saac Suder (incorporated herein by reference to the Company’s Current Report on Form 8-K filed with the Commission on
January 26, 2009)

Security agreement with Isaac Suder (incorporated herein by reference to the Company’s Current Report on Form 8-K filed with the Commission
on January 26, 2009)

Intercreditor agreement amongst Ter Mast Beheer Utrecht B.V, No Logo Air, Inc. and | saac Suder (incorporated herein by reference to the
Company's Current Report on Form 8-K filed with the Commission on January 26, 2009)

Form of Subscription Agreement for December 2008 Offering (incorporated herein by reference to the Current Report on Form 8-K filed with the
Commission on February 3, 2009)

Form of Subscription Agreement for August 2008 Offering (incorporated by reference to Exhibit 4.1 to Quarterly Report on Form 10-Q filed
August 19, 2008)

Redemption Agreement with Safeland Storage, LLC, dated September 4, 2009 (incorporated by reference to the Company’s Current Report on
Form 8-K filed with the Commission on September 8, 2009)

Form of Subscription Agreement for September 2009 Convertible Debt Offering, as amended dated October 15, 2009 (incorporated by reference to
the Company’s Current Report on Form 8-K filed with the Commission on October 21, 2009 and November 18, 2009)

First Amendment to the Subordination Agreement, Credit Note and Credit Agreement with JP Morgan Chase Bank, N.A. dated February 12, 2010
(incorporated by reference to the Company’s Current Report on Form 8-K filed with the Commission on February 18, 2010)

Form of Subscription Agreement for January 2010 Convertible Debt Offering (incorporated by reference to the Company’s Current Report on
Form 8-K filed with the Commission on March 22, 2010)

Purchase and Sale Agreement by and between the Company and NuStar Terminals Operations Partnership, L.P. dated April 1, 2010 (incorporated
by reference to the Company’s Current Report on Form 8-K filed with the Commission on April 6, 2010)

Form of Line of Credit Note, Continuing Security and Amendment to security Agreement with JPMorgan Chase Bank, N.A, dated June 24, 2010
(incorporated by reference to the Company’s Annual Report on Form 10-K, filed with the Commission on June 28, 2010.).

L oan agreements and the Second Amendment to Credit Agreement, dated June 30, 2010 by and between Blackwater New Orleans, LLC and JP
Morgan Chase Bank, N.A. (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed with the Commission on August 10,
2010).

Form of Line of Credit Note, Continuing Security Agreement with JP Morgan Chase Bank, N.A. dated August 16, 2010 (incorporated by reference
to the Company’s Current report on Form 8-K filed with the Commission on August 19, 2010).

Form of Term Note and Third Amendment to the Credit Agreement, with JP Morgan Chase Bank, N.A. dated September 27, 2010 (incorporated by
reference to the Company’s Current report on Form 8-K filed with the Commission on September 29, 2010).

L oan agreements and the Fourth Amendment to Credit Agreement, dated October 29, 2010 by and between Blackwater New Orleans, LLC and JP
Morgan Chase Bank, N.A. (incorporated by reference to the Company’s Current Report on Form 8-K filed with the Commission on November 1,
2010).

Completion of acquisition and entry into asset purchase agreement, dated July 15, 2010 by and between Blackwater Georgia, LL C and NuStar
Terminals Operations Partnership L.P. (incorporated by reference to the Company’s Current Report on Form 8-K filed with the Commission on
July 20, 2010).

Amendment to the Company’s convertible debt notes pursuant to achangein control event of the Company (incorporated by reference to the
Company’s Current Report on Form 8-K filed with the Commission on March 29, 2011.)

Specimen 2009 Convertible Promissory Note Amendment, dated June 24, 2011 (incorporated by reference to the Company’s Annual Report on
Form 10-K, filed with the Commission on June 28, 2011.)

Specimen 2010 Convertible Promissory Note Amendment, dated June 24, 2011 (incorporated by reference to the Company’s Annual Report on
Form 10-K, filed with the Commission on June 28, 2011.)

Subsidiaries of the Registrant

Consent of Malone & Bailey, PC independent registered public accounting firm
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Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Certification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

* Management Contract or Compensatory Plan or Arrangement
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized on the 28th day of June 2011.

BLACKWATER MIDSTREAM CORP.

(Registrant)

By: /9 MICHAEL D. SUDER

Michael D. Suder
Chief Executive Officer

Date June 28, 2011

In accordance with the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities
and on the dates indicated.

Name Title Date

/S MICHAEL D. SUDER Chief Executive Officer and Director June 28, 2011
Michael D. Suder

/S HERBERT WHITNEY Director June 28, 2011
Herbert Whitney

/SY WILLIAM WEIDNER Director June 28, 2011
William Weidner

/SY WILLIAM GORE Director June 28, 2011
William Gore

/S PHILIPOLIVER TRACY Director June 28, 2011

Philip Oliver Tracy

/SI DONALD ST.PIERRE Chief Financial Officer June 28, 2011
Donald St.Pierre
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Exhibit 21.1

Subsidiaries of the Registrant:

Blackwater New Orleans, L.L.C.
Blackwater Georgia, L.L.C.



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement of Blackwater Midstream Corp. on Form S-8 (No. 333-152203), of our report dated
June 28, 2011, relating to the consolidated balance sheet of Blackwater Midstream Corporation as of March 31, 2011 and March 31, 2010 and the related consolidated
statements of operations, stockholders’ equity, and cash flows for the year ended March 31, 2011,and for the year ended March 31, 2010 appearing in the Annual
Report on Form 10-K for the year ended March 31, 2011.

We also consent to the reference to us under the heading "Experts" in such Registration Statement.

/S MALONEBAILEY, LLP

Houston, Texas
June 28, 2011




EXHIBIT 31.1
SARBANES-OXLEY SECTION 302(a) CERTIFICATION

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO RULE 13a-14 AND RULE 15d-4a, PROMUL GATED UNDER THE SECURITIESAND
EXCHANGE ACT OF 1934, ASAMENDED.

1, Michael D. Suder, Chief Executive Officer, certify that:
1 | have reviewed this ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED MARCH 31, 2011, of Blackwater Midstream Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(€) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which thisreport is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial statementsfor external purposesin
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by thisreport based on such evaluation; and

d. Disclosed in this report any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (theregistrant’sfourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, theregistrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’sinternal control over
financial reporting.

Date: June 28, 2011

By: /9 MICHAEL D. SUDER

Michael D. Suder
Chief Executive Officer




EXHIBIT 31.2
SARBANES-OXLEY SECTION 302(a) CERTIFICATION

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO RULE 13a-14 AND RULE 15d-4a, PROMUL GATED UNDER THE SECURITIESAND
EXCHANGE ACT OF 1934, ASAMENDED.

1, Donald St.Pierre, Chief Financia Officer, certify that:
1 | have reviewed this ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED MARCH 31, 2011, of Blackwater Midstream Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial statementsfor external purposesin
accordance with generally accepted accounting principles;

C. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in thisreport any change in the registrant’sinternal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’ sinternal control over
financial reporting.

Date: June 28, 2011

By: /sy DONALD ST. PIERRE

Donald St. Pierre
Chief Financial Officer




EXHIBIT 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of BLACKWATER MIDSTREAM CORP. (the “Company”) on Form 10-K for the year ended March 31, 2011 asfiled with the
Securities and Exchange Commission on the date hereof (the “ Report”), |, Michael D. Suder, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1 The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. Theinformation contained in this Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: June 28, 2011

By: /9 MICHAEL D. SUDER

Michael D. Suder
Chief Executive Officer




EXHIBIT 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of BLACKWATER MIDSTREAM CORP. (the “Company”) on Form 10-K for the year ended March 31, 2011 asfiled with the
Securities and Exchange Commission on the date hereof (the “ Report”), |, Donald St.Pierre, Chief Financia Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1 The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. Theinformation contained in this Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: June 28, 2011

By: /sy DONALD ST.PIERRE

Donald St.Pierre
Chief Financia Officer




