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Delaware     26-2383102  
State or other jurisdiction of  
Incorporation or organization  

   (I.R.S. Employer  
Identification No.  

414 SE Washington Blvd., #102, Bartlesville, Oklahoma  74006  
(Address of principal executive offices)  (Zip Code) 

Title of each class     Name of each exchange on which registered  
Common Stock, par value $0.0001     N/A  

         

   
(Title of class)  

   
   

(Title of class)  

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  
Yes   �  No � 

   
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  

Yes   �  No � 
   



 

 

 
 

 
The number of shares outstanding of the registrant’s Common Stock as of May 25, 2011, $0.0001 par value, was 95,910,983.  
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Indicate with check mark whether the registrant (1) has filed all reports required to be filed by Section 13 and 15(d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days.  

Yes   �  No � 
   
Indicate by check mark whether registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) 
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).  

Yes   �  No � 
   
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is 
not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information 
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.    

� 

   
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a 
smaller reporting company.  See definitions of “large accelerated filer”, “accelerated filer”, and “smaller reporting company” in 
Rule 12b-2 of the Exchange Act.  

Large accelerated filer   �  Accelerated filer   �  
      
Non-accelerated filer   �  (Do not check if a smaller reporting company)  Smaller reporting company   �  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  
Yes   �  No � 
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PART I  
 
 
This Form 10-K contains forward-looking statements and information relating to Desert Gateway, Inc., (“the Company”). The 
Company intends to identify forward-looking statements in this prospectus by using words such as “believes,” “intends,” “expects,”
“may,” “will,” “should,” “plan,” “projected,” “contemplates,” “anticipates,” “estimates,” “predicts,” “potential,” “continue,” or similar 
terminology. These statements are based on the Company’s beliefs as well as assumptions the Company made using information 
currently available to us. The Company undertakes no obligation to publicly update or revise any forward-looking statements, whether 
as a result of new information, future events, or otherwise. Because these statements reflect the Company’s current views concerning 
future events, these statements involve risks, uncertainties, and assumptions. Actual future results may differ significantly from the 
results discussed in the forward-looking statements.  
 

 
All written and oral forward-looking statements made in connection with this annual report that are attributable to us or persons acting 
on our behalf are expressly qualified in their entirety by these cautionary statements.  Given the uncertainties that surround such 
statements, you are cautioned not to place undue reliance on such forward-looking statements.  
 
 
Item 1.  Business.  
 
Organizational Background.  We were incorporated February 8, 2008, as a subsidiary of American Merchant Data Services, Inc.  Our 
former parent company, American Merchant Data Services, Inc. (American Merchant) was originally incorporated on January 27, 
2000, in Florida as Boats.com, Inc.  On September 25, 2002 Boats.com, Inc. changed its name to American Merchant Data Services, 
Inc.  American Merchant later re-domiciled to Oklahoma in October, 2007, under the name American Merchant Data Merger, Inc. 
(“AMDM”).  
 
During the fiscal period ended February 29, 2008, we consummated a reorganization which we refer to collectively as the “2008 
Reorganization” pursuant to Section 1081(a) of the Oklahoma General Corporation Law, as a tax-free organization.  On February 8, 
2008, AMDM caused Desert Gateway, Inc. (“Desert Gateway”) to be incorporated in the State of Oklahoma, as a direct, wholly-
owned subsidiary of AMDM and caused American Merchant Data Services, Inc. (“AMDS”) to also be incorporated in the State of 
Oklahoma, as a direct wholly-owned subsidiary of Desert Gateway.  Under the terms of the Reorganization, AMDM was merged with 
and into AMDS pursuant to Section 1081(g) of the General Corporation Law of the State of Oklahoma (“OGCL”).  Upon 
consummation of the Reorganization, each issued and outstanding share of AMDM Common Stock was converted into and exchanged 
for a share of common stock of Desert Gateway (on a share-for-share basis) having the same designations, rights, powers and 
preferences, and qualifications, limitations and restrictions as the shares of AMDM being converted.  There was no spin-off and 
AMDM’ s corporate existence ceased.  Under the 2008 Reorganization all American Merchant shareholders became shareholders of 
Desert Gateway in the same proportion.  In conjunction with the 2008 Reorganization, AMDM concluded a downstream merger into 
the second subsidiary AMDS.  All of AMDM’s losses and net operating losses carried forward to AMDS.  Following the 
Reorganization the Company was re-domiciled to Delaware.  Since 2004 and prior to consummation of the domiciliary merger in 
2008, neither American Merchant nor Desert Gateway had any existing operations.  
 
We are authorized to issue an aggregate amount of one hundred twenty million (120,000,000) shares of stock, of which one hundred 
million (100,000,000) shares are designated as common stock with a $0.0001 par value, and twenty million (20,000,000) shares are 
designated as preferred stock with a $0.0001 par value.  Each shareholder of the common stock shall be entitled to one vote for each 
share of common stock held.    
 
To date and as of the date hereof, the Company can be defined as a "shell" company, an entity which is generally described as having 
no or nominal operations and with no or nominal assets or assets consisting solely of cash and cash equivalents. As a shell company, 
our sole purpose at this time is to locate and consummate a merger or acquisition with a private entity.  
 
Our common stock is currently traded on the Pink Sheets under our former parent symbol of DGTE.    
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1.     Our ability to attract and retain management, and to integrate and maintain technical information and management 
information systems;   

2.     Our ability to generate customer demand for our services;   
3.     The intensity of competition; and   
4.     General economic conditions.  



Business  
 
The Company voluntarily filed a Form 10 in order to make information concerning itself more readily available to the public. 
Management believes that being a reporting company under the Securities Exchange Act of 1934, (the “ Exchange Ac t ”), could 
provide a prospective merger or acquisition candidate with additional information concerning the Company. Management also 
believes that this could possibly make the Company more attractive to an operating business as a potential merger or acquisition 
candidate. As a result of filing the Form 10, the Company is now obligated to file with the SEC certain interim and periodic reports, 
including an annual report containing audited financial statements. The Company anticipates that it will continue to file such reports, 
notwithstanding the fact that, in the future, it may not otherwise be required to file such reports based on the criteria set forth under 
Section 12(g) of the Exchange Act.  
 
Any target acquisition or merger candidate will become subject to the same reporting requirements as the Company following 
finalization of an acquisition or merger. Thus, in the event the Company successfully completes the acquisition of or merger with an 
operating business, that business must provide audited financial statements for at least the two most recent fiscal years or, in the event 
it has been in business for less than two years, audited financial statements will be required from the period of inception. This could 
limit the Company’s potential target business opportunities due to the fact that many private businesses either do not have audited 
financial statements or are unable to produce audited statements without undo time and expense.  
 
Management plans to investigate, research and, if justified, potentially acquire or merge with, one or more businesses or business 
opportunities. The Company has no commitment or arrangement, written or oral, to participate in any business opportunity and 
management cannot predict the nature of any potential business it may ultimately consider. Management will have broad discretion in 
its search for and negotiations with any potential business or business opportunity.  
 
Sources of Business Opportunities  
 
Management intends to use various resources in its search for potential business opportunities including, but not limited to, the 
Company’s officers and directors, consultants, special advisors, securities broker-dealers, venture capitalists, members of the financial 
community and others who may present management with unsolicited proposals. Because of its lack of capital, the Company may not 
be able to retain, on a fee basis, professional firms specializing in business acquisitions and reorganizations. Rather, it will most likely 
have to rely on outside sources, not otherwise associated with the Company that will accept their compensation only after the 
Company has finalized a successful acquisition or merger. To date, the Company has not engaged or entered into any discussion, 
agreement or understanding with a particular consultant regarding its search for business opportunities. Presently, no final decision has 
been made nor is management in a position to identify any future prospective consultants.  
 
If the Company elects to engage an independent consultant, it will look only to consultants that have experience in working with small 
companies in search of an appropriate business opportunity.  Also, the consultant must have experience in locating viable merger 
and/or acquisition candidates and have a proven track record of finalizing such business consolidations. Further, the Company would 
prefer to engage a consultant that will provide services for only nominal up-front consideration and is willing to be fully compensated 
only at the close of a business consolidation.  
 
The Company does not intend to limit its search to any specific kind of industry or business. The Company may investigate and 
ultimately acquire a venture that is in its preliminary or development stage, is already in operation, or in various stages of its corporate 
existence and development. Management cannot predict at this time the status or nature of any venture in which the Company may 
participate. A potential venture might need additional capital or merely desire to have its shares publicly traded. The most likely 
scenario for a possible business arrangement would involve the acquisition of or merger with an operating business that does not need 
additional capital, but which merely desires to establish a public trading market for its shares. Management believes that the Company 
could provide a potential public vehicle for a private entity interested in becoming publicly held without the time and expense 
typically associated with an initial public offering.  
 
Evaluation  
 
Once the Company identifies a particular entity as a potential acquisition or merger candidate, management will seek to determine 
whether acquisition or merger is warranted, or whether further investigation is necessary. Such determination will generally be based 
on management’s knowledge and experience, or with the assistance of outside advisors and consultants evaluating the preliminary 
information available to them. Management may elect to engage outside independent consultants to perform preliminary analysis of 
potential business opportunities. However, because of its lack of capital, the Company may not have the necessary funds for a 
complete and exhaustive investigation of any particular opportunity.  
 
In evaluating potential business opportunities, management will consider, to the extent relevant to the specific situation, several factors 
including:  
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•  Potential benefits to the Company and stockholders;  
•  Working capital;  
•  Financial requirements and availability of additional financing;  
•  History of operations, if any;  
•  Nature of present and expected competition;  
•  Quality and experience of management;  
•  Need for further research, development or exploration;  
•  Potential for growth and expansion;  
•  Potential for profits; and  
•  Other factors deemed relevant to the specific opportunity  

 
Because the Company has not yet located or identified any specific business opportunity, there are certain unidentified risks that 
cannot be adequately expressed prior to identifying a specific target. There can be no assurance following consummation of any 
acquisition or merger that the business venture will develop into a going concern or, if the business is already operating, that it will 
continue to operate successfully. Many potential business opportunities available to the Company may involve a new and untested 
technology, product, process or market strategy, which may not ultimately prove successful.  
 
Form of Potential Acquisition or Merger  
 
The Company cannot predict the manner in which it might participate in a particular prospective business opportunity. Each separate 
potential opportunity will be reviewed and, upon the basis of that review, a suitable legal structure or method of participation will be 
chosen. The particular manner in which the Company participates in a specific opportunity will depend upon the nature of its business, 
the respective needs and desires of the Company and the opportunity’s management, and the relative negotiating strength of the parties 
involved. Actual participation in a business venture may take the form of an asset purchase, lease, joint venture, license, partnership, 
stock purchase, reorganization, merger or other form of consolidation. The Company may act directly or indirectly through an interest 
in a partnership, corporation, or other form of organization, however, it presently does not intend to participate in an opportunity 
through the purchase of a minority stock position.  
 
Because it has no assets and a limited operating history, in the event the Company successfully acquires or merges with an operating 
business, it is likely that current stockholders will experience substantial dilution. It is also probable that there will be a change in 
control of the Company. The owners of a business that the Company acquires or mergers with will most likely effectively control the 
Company following such transaction. Management has not established any guidelines as to the amount of control it will offer to 
prospective target. Instead, management will attempt to negotiate the best possible agreement for the benefit of the stockholders.  
 
Presently, management does not intend to borrow funds to compensate any person, consultant, promoter or affiliate in relation to the 
consummation of a potential merger or acquisition. However, if the Company engages any outside advisor or consultant in its search 
for business opportunities, it may be necessary to attempt to raise additional funds. As of the date hereof, the Company has not made 
any arrangements or definitive agreements to use outside advisors or consultants or to raise any capital. In the event the Company does 
need to raise capital, most likely the only method available would be the private sale of securities. These possible private sales would 
most likely have to be to persons known by the officers and directors or to venture capitalists that would be willing to accept the risks 
associated with investing in a business with limited operations. Because the Company is a development stage company, it is unlikely 
that it could make a public sale of securities or be able to borrow any significant sum from either a commercial or private lender. 
Management will attempt to acquire funds on the best available terms. However, there can be no assurance that the Company will be 
able to obtain additional funding when and if needed, or that such funding, if available, can be obtained on reasonable and/or 
acceptable terms. Although not presently anticipated, there is a remote possibility that the Company could sell securities to its 
management or affiliates to raise funds.  
 
There exists a possibility that the terms of any future acquisition or merger transaction might include the sale of shares presently held 
by the Company’s officers and/or directors to parties affiliated with or designated by the potential target. Presently, management has 
no plans to seek or actively negotiate such terms. However, if this situation does arise, management is obligated to follow the 
Company’s Articles of Incorporation and all applicable corporate laws in negotiating such an arrangement. Under this scenario of a 
possible sale by officers and directors, it is unlikely that similar terms and conditions would be offered to all other stockholders of the 
Company or that the stockholders would be given the opportunity to approve such a transaction.  
 
In the event of a successful acquisition or merger, a finder’s fee, in the form of cash or securities, may be paid to a person or persons 
instrumental in facilitating the transaction. No criteria or limits have been established for the determination of an appropriate finder’s 
fee, although it is likely that any fee will be based upon negotiations by management, the business opportunity and the finder. 
Management cannot at this time make an estimate as to the type or amount of a potential finder’s fee that might be paid. It is unlikely  
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that a finder’s fee will be paid to an affiliate of the Company because of the potential conflict of interest that might result. However, if 
such a fee were paid to an affiliate, it would have to be in such a manner so as not to compromise the affiliate’s possible fiduciary duty 
to the Company or violate the doctrine of corporate opportunity.  
 
The Company believes that it is highly unlikely that it will acquire or merge with a business in which the Company’s management, 
affiliates or promoters have an ownership interest. Any possible related party transaction of this type would have to be ratified by a 
disinterested Board and by the stockholders. Management does not anticipate an acquisition or merger with a related entity. Further, as 
of the date hereof, no officer, director, affiliate or associate has had any preliminary contact or discussions with any specific business 
opportunity, nor are there any present plans, proposals, arrangements or understandings regarding the possibility of an acquisition or 
merger with any specific business opportunity.  
 
It is anticipated that any securities issued in any such reorganization would be issued in reliance upon exemption from registration 
under applicable federal and state securities laws. It is anticipated that it will also be a method of taking a private company public 
known as a “back door” 1934 Act registration procedure.  
 
While the actual terms of a transaction to which the Company may be a party cannot be predicted, it may be expected that the parties 
to the business transaction will find it desirable to avoid the creation of a taxable event and thereby structure the acquisition as a so-
called “tax-free” reorganization under Sections 368(a)(1) or 351 of the Internal Revenue Code.  
 
We will participate in a business opportunity only after the negotiation and execution of appropriate written agreements. Although the 
terms of such agreements cannot be predicted, generally such agreements will require some specific representations and warranties by 
all of the parties thereto, will specify certain events of default, will detail the terms of closing and the conditions which must be 
satisfied by each of the parties prior to and after such closing, will outline the manner of bearing costs, including costs associated with 
the Company’s attorneys and accountants, will set forth remedies on default and will include miscellaneous other terms.  
 
Our present intent is that we will not acquire or merge with any entity which cannot provide independent audited financial statements 
at the time of closing of the proposed transaction and supply other information that is normally disclosed in filings with the Securities 
and Exchange Commission. We are subject to all of the reporting requirements included in the 1934 Act. These rules are intended to 
protect investors by deterring fraud and abuse in the securities markets through the use of shell companies. Included in these 
requirements is the affirmative duty of the Company to file independent audited financial statements as part of its Form 8-K to be filed 
with the Securities and Exchange Commission upon consummation of a merger or acquisition, as well as the Company’s audited 
financial statements included in its annual report on Form 10-K. In addition, in the filing of the Form 8-K that we file to report an 
event that causes us to cease being a shell company, we are required to include that information that is normally reported by a 
company in its original Form 10.  
 
ACCOUNTING FOR A BUSINESS COMBINATION  
 
In July 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards “SFAS” No. 141, 
“Business Combinations” and SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS No. 141 requires business combinations 
initiated after June 30, 2001 to be accounted for using the purchase method of accounting, and broadens the criteria for recording 
intangible assets separate from goodwill. Recorded goodwill and intangibles will be evaluated against these new criteria and may 
result in certain intangibles being subsumed into goodwill, or alternatively, amounts initially recorded as goodwill may be separately 
identified and recognized apart from goodwill. SFAS No. 142 requires the use of a non-amortization approach to account for 
purchased goodwill and certain intangibles. Under a non-amortization approach, goodwill and certain intangibles is more than its fair 
value. Goodwill is the excess of the acquisition costs of the acquired entity over the fair value of the identifiable net assets acquired. 
The Company is required to test goodwill and intangible assets that are determined to have an indefinite life for impairments at least 
annually. The provisions of SFAS No. 142 require the completion of an annual impairment test with any impairment recognized in 
current earnings. The provisions of SFAS No. 141 and SFAS No. 142 may be applicable to any business combination that we may 
enter into in the future.  
 
INVESTMENT COMPANY ACT OF 1940  
 
Although we will be subject to regulation under the Securities Act of 1933, as amended, and the 1934 Act, our management believes 
that we will not be subject to regulation under the Investment Company Act of 1940 insofar as the Company will not be engaged in 
the business of investing or trading in securities. In the event we engage in business combinations that result in the Company holding 
passive investment interests in a number of entities, we could be subject to regulation under the Investment Company Act of 1940. In 
such event, we would be required to register as an investment company and could be expected to incur significant registration and 
compliance costs. We have obtained no formal determination from the Securities and Exchange Commission as to the status of the 
Company under the Investment Company Act of 1940 and, consequently, any violation of such Act would subject the Company to 
material adverse consequences.  
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EMPLOYEES  
 
Robert Wilson currently devotes his time to the Company’s business on an as needed basis.  Management expects to use consultants, 
attorneys and accountants as necessary, and does not anticipate a need to engage any full-time employees so long as the Company is 
seeking and evaluating business opportunities.  The need for employees and their availability will be addressed in connection with the 
decision whether or not to acquire or participate in specific business opportunities.  
 
FACILITIES  
 
The Company currently has no facilities. We have a mailing address of 414 SE Washington Blvd., #102, Bartlesville, OK 74006. It is 
contemplated that at such future time as the Company acquires or merges with an operating business, the Company will secure 
commercial office space from which it will conduct its business. However, until such time as the Company completes an acquisition 
or merger, the type of business in which the Company will be engaged and the type of office and other facilities that will be required is 
unknown. The Company has no current plans to secure such commercial office space.  
 
INDUSTRY SEGMENT  
 
No information is presented regarding industry segments. The Company is presently a development stage company seeking a potential 
acquisition of or merger with a yet to be identified business opportunity. Reference is made to the statements of income included 
herein in response to Item 13 of this Form 10 for a report of the Company’s operating history for the past two fiscal years.  
 
RIGHTS OF STOCKHOLDERS  
 
Management anticipates that prior to consummating any acquisition or merger, the Company, if required by relevant state laws and 
regulations, will seek to have the transaction ratified by stockholders in the appropriate manner. Certain types of transactions may be 
entered into solely by Board of Directors approval without stockholder ratification. Under Delaware law, certain actions that would 
routinely be taken at a meeting of stockholders, may be taken by written consent of stockholders having not less than the minimum 
number of votes that would be necessary to authorize or take the action at a meeting of stockholders. Thus, if stockholders holding a 
majority of the outstanding shares decide by written consent to consummate an acquisition or a merger, minority stockholders would 
not be given the opportunity to vote on the issue. If stockholder approval is required, the Board will have discretion to consummate the 
transaction by written consent if it is determined to be in the Company’s best interest to do so. Regardless of whether an acquisition or 
merger is ratified by Board action alone, by written consent or by holding a stockholders’ meeting, the Company will provide to its 
stockholders complete disclosure documentation concerning the potential target including requisite financial statements. This 
information will be disseminated by proxy statement in the event a stockholders’ meeting is held, or by an information statement if the 
action is taken by written consent.  
 
Under Delaware corporate laws, the Company’s stockholders may be entitled to assert dissenters’ rights in the event of a merger of 
acquisition. Stockholders will be entitled to dissent from and obtain payment of the fair value of their shares in the event of 
consummation of a plan of merger to which the Company is a party, if approval by the stockholders is required under applicable 
Delaware law. Also, stockholders will be entitled to dissenters’ rights if the Company enters into a share exchange if the Company’s 
shares are to be acquired. A stockholder entitled to assert dissenter’s rights and obtain the fair value for their shares, may not challenge 
the corporate action creating this entitlement, unless the action is unlawful or fraudulent with respect to the stockholder or the 
Company. A dissenting stockholder shall refrain from voting their shares in approval of the corporate action. If the proposed action is 
approved by the required vote of stockholders, the Company must give notice to all stockholders who delivered to the Company their 
written notice of dissent.  
 
COMPETITION  
 
Because no potential acquisition or merger candidate has been identified the Company is unable to evaluate the type and extent of its 
likely competition. The Company is aware that there are several other public companies with only nominal assets that are also 
searching for operating businesses and other business opportunities as potential acquisition or merger candidates. The Company will 
be in direct competition with these other public companies in its search and, due to the Company’s lack of funds, it may be difficult to 
successfully compete with these other companies.  
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Item 1A.  Risk Factors.  
 
INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGRE E OF RISK.  IF ANY OF THE FOLLOWING 
RISKS ACTUALLY MATERIALIZES, OUR BUSINESS, FINANCIA L CONDITION AND RESULTS OF OPERATIONS 
WOULD SUFFER.  YOU SHOULD READ THE SECTION ENTITLED  “FORWARD-LOOKING STATEMENTS” IN 
PART I FOR A DISCUSSION OF WHAT TYPES OF STATEMENTS  ARE FORWARD-LOOKING STATEMENTS, AS 
WELL AS THE  
 
RISKS RELATED TO OUR BUSINESS  
 
1.  We have had no operating history in the last three years nor any revenues or earnings from operations and we are insolvent.  
 

We have no assets or financial resources. We will in all likelihood, sustain operating expenses without corresponding 
revenues, at least until the consummation of a business combination. This may result in us incurring a net operating loss that will 
increase continuously until we can consummate a business combination with a profitable business opportunity. There is no assurance 
that we can identify such a business opportunity and consummate such a business combination.  
 

Our auditor’s going concern opinion and the notation in the financial statements indicate that we do not have significant cash 
or other material assets and that we are relying on advances from stockholders, officers and directors to meet our limited operating 
expenses. We are insolvent in that we are unable to pay our debts in the ordinary course of business as they become due.  
 
2.  Our proposed plan of operation is speculative.  
 

The success of our proposed plan of operation will depend to a great extent on the operations, financial condition and 
management of the identified business opportunity. While management intends to seek business combination(s) with entities having 
established operating histories, there can be no assurance that we will be successful in locating candidates meeting such criteria. In the 
event we complete a business combination, of which there can be no assurance, the success of our operations may be dependent upon 
management of the successor firm or venture partner firm and numerous other factors beyond our control.  
 
3.  We face intense competition for business opportunities and combinations.  
 

We are and will continue to be an insignificant participant in the business of seeking mergers with, joint ventures with, and 
acquisitions of, small private and public entities. A large number of established and well-financed entities, including venture capital 
firms, are active in mergers and acquisitions of companies that may be our desirable target candidates. Nearly all such entities have 
significantly greater financial resources, technical expertise and managerial capabilities than we have and, consequently, we will be at 
a competitive disadvantage in identifying possible business opportunities and successfully completing a business combination. 
Moreover, we will also compete in seeking merger or acquisition candidates with numerous other small public companies.  
 
4.  We have no agreements for a business combination or other transaction and have established no standards for a business 

combination.  
 

We have no arrangement, agreement or understanding with respect to engaging in a merger with, joint venture with, or 
acquisition of, a private or public entity.  There can be no assurance that we will be successful in identifying and evaluating suitable 
business opportunities or in concluding a business combination. Management has not identified any particular industry or specific 
business within an industry for our evaluation. There is no assurance that we will be able to negotiate a business combination on terms 
favorable to us. We have not established a specific length of operating history or a specified level of earnings, assets, net worth or 
other criteria which we will require a target business opportunity to have achieved, and without which we would not consider a 
business combination in any form with such business opportunity. Accordingly, we may enter into a business combination with a 
business opportunity having no significant operating history, losses, limited potential or no potential for earnings, limited assets, 
negative net worth or other negative characteristics.  
 
5.  Future success is highly dependent on the ability of management to locate and attract a suitable acquisition.  
 

The nature of our operations is highly speculative and there is a consequent risk of loss of your investment. The success of 
our plan of operation will depend to a great extent on the operations, financial condition and management of the identified business 
opportunity.  While management intends to seek business combination(s) with entities having established operating histories, we 
cannot assure you that we will be successful in locating candidates meeting that criterion.  In the event we complete a business 
combination, the success of our operations may be dependent upon management of the successor firm or venture partner firm and 
numerous other factors beyond our control.  
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6.  Our Director who is our sole Officer has a conflict of interest in that he is an officer and director of other companies which 
will prevent him from devoting full-time to our operations which may affect our operations.  

 
Our Director, who is our sole Officer, Robert Wilson, has a conflict of interest in that he is an officer and director of other 

companies. Mr. Wilson’s other activities will prevent him from devoting full-time to our operations. This will slow our operations and 
may reduce our financial results because of the slow down in operations. Mr. Wilson does not expect to be able to devote more forty 
(40) hours per month to our operation.  
 
7.  The reporting requirements under federal securities law may delay or prevent us from making certain acquisitions.  
 

Sections 13 and 15(d) of the Securities Exchange Act of 1934, as amended, (the “1934 Act”), require companies subject 
thereto to provide certain information about significant acquisitions, including certified financial statements for the company acquired, 
covering one, two, or three years, depending on the relative size of the acquisition. The time and additional costs that may be incurred 
by some target entities to prepare such statements may significantly delay or essentially preclude consummation of an otherwise 
desirable acquisition by the Company. Acquisition prospects that do not have or are unable to obtain the required audited statements 
may not be appropriate for acquisition so long as the reporting requirements of the 1934 Act are applicable.  
 

In addition to the audited financial statements, in the filing of the Form 8-K that we file to report an event that causes us to 
cease being a shell company, we will be required to include that information that is normally reported by a company in a Form 10. The 
time and additional costs that may be incurred by some target entities to prepare and disclose such information may significantly delay 
or essentially preclude consummation of an otherwise desirable acquisition by the Company.  
 
8.  A merger, acquisition, or joint venture would most likely be exclusive, resulting in a lack of diversification.  
 

Management anticipates that it may be able to participate in only one potential business venture because a business partner 
might require exclusivity.  This lack of diversification should be considered a substantial risk to our shareholders because it will not 
permit us to offset potential losses from one venture against gains from another.  
 
9.  Our present management most likely will not remain after we complete a business combination.  
 

A business combination involving the issuance of our Common Stock will, in all likelihood, result in shareholders of a 
 private company obtaining a controlling interest in us. Any such business combination may require our management to sell or transfer 
all or a portion of the Company’s Common Stock held by them, and/or resign as members of the Board of Directors. The resulting 
change in our control could result in removal of one or more present officers and directors and a corresponding reduction in or 
elimination of their participation in our future affairs.  
 
10.  The company intends to issue more shares in a merger or acquisition, which will result in substantial dilution.  
 

Our Certificate of Incorporation authorizes the issuance of 100,000,000 shares of common stock and a maximum of 
20,000,000 shares of preferred stock. Any merger or acquisition effected by us may result in the issuance of additional securities 
without stockholders approval and may result in substantial dilution the percentage of our common stock held by our then existing 
stockholders.  Moreover, the common stock issued in any such merger or acquisition transaction may be valued on an arbitrary or non-
arm’s-length basis by our management, resulting in an additional reduction in the percentage of common stock held by our then 
existing stockholders.  Our Board of Directors has the power to issue any or all of such authorized but unissued shares without 
stockholder approval.  To the extent that additional shares of common or preferred stock are issued in connection with a business 
combination or otherwise, dilution to the interests of our stockholders will occur and the rights of the holders of common stock might 
be materially and adversely affected.    
 
11.  As a shell company, we face substantial additional adverse business and legal consequences.  
 

We may enter into a business combination with an entity that desires to establish a public trading market for its shares. A 
business opportunity may attempt to avoid what it deems to be adverse consequences of undertaking its own public offering by 
seeking a business combination with us. Such consequences may include, but are not limited to, time delays of the registration 
process, significant expenses to be incurred in such an offering, loss of voting control to public shareholders and the inability or 
unwillingness to comply with various federal and state laws enacted for the protection of investors.  
 

On June 29, 2005, the Securities and Exchange Commission adopted final rules amending the Form S-8 and the Form 8-K for 
shell companies like us. The amendments expand the definition of a shell company to be broader than a company with no or nominal 
operations/assets or assets consisting of cash and cash equivalents. The amendments prohibit the use of a Form S-8 (a form used by a 
corporation to register securities issued to an employee, director, officer, consultant or advisor), under certain circumstances, and  
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revise the Form 8-K to require a shell company to include current Form 10 information, including audited financial statements, in the 
filing on Form 8-K that the shell company files to report the acquisition of the business opportunity. This initial filing must be made 
within four days of the acquisition. The Form 8-K filing may be reviewed by the Securities and Exchange Commission and the 
prospects of certain disclosures or review or the lack of the ability to issue securities using a Form S-8 may delay the consummation of 
a business combination because of the target entity’s inability to comply with various federal and state laws enacted for the protection 
of investors or the unwillingness to assume the significant costs of compliance.  
 
12.  The requirement of audited financial statements may disqualify business opportunities.  
 

Our management believes that any potential business opportunity must provide audited financial statements for review, for 
the protection of all parties to the business combination. One or more attractive business opportunities may choose to forego the 
possibility of a business combination with us, rather than incur the expenses associated with preparing audited financial statements.  
 
13.  Our sole officer and director and the principal shareholders and will be able to approve all corporate actions without minority 

shareholder consent and will control our Company.  
 

Our principal shareholder, IACE Investments One, Inc.  currently owns approximately  51.08% of our Common Stock.  It 
will have significant influence over all matters requiring approval by our shareholders, but not requiring the approval of the minority 
shareholders.  
 
14.  Our Common Stock may never be widely traded and you may have no ability to sell the shares.  
 

While our stock has a trading symbol to facilitate trades on the OTC “Pink Sheets,” there is no significant public trading 
market for our shares of Common Stock. And there can be no assurance that a liquid market for our Common Stock will be 
established or that, if established, a market will be sustained.  Therefore, if you purchase our Common Stock you may be unable to sell 
the shares. Accordingly, you should be able to bear the financial risk of losing your entire investment.  
 

Only market makers can apply to quote securities. Market makers who desire to initiate quotations in the OTC Bulletin Board 
system must complete an application (Form 211) (unless an exemption is applicable) and by doing so, will have to represent that it has 
satisfied all applicable requirements of the Securities and Exchange Commission Rule 15c2-11 and the filing and information 
requirements promulgated under the Financial Industry Regulatory Authority’s (“FINRA”) Bylaws. The OTC Bulletin Board will not 
charge us a fee for being quoted on the service. FINRA rules prohibit market makers from accepting any remuneration in return for 
quoting issuers’ securities on the OTC Bulletin Board or any similar medium. FINRA will review the market maker’s application 
(unless an exemption is applicable) and if cleared, it cannot be assumed by any investor that any federal, state or self-regulatory 
requirements other than certain FINRA rules and Rule 15c2-11 have been considered by FINRA. Furthermore, the clearance should 
not be construed by any investor as indicating that FINRA, the Securities and Exchange Commission, or any state securities 
commission has passed upon the accuracy or adequacy of the documents contained in the submission.  
 

The OTC Bulletin Board is a market maker or dealer-driven system offering quotation and trading reporting capabilities, a 
regulated quotation service that displays real-time quotes, last-sale prices, and volume information in OTC equity securities. The OTC 
Bulletin Board securities are not listed and traded on the floor of an organized national or regional stock exchange. Instead, OTC 
Bulletin Board securities transactions are conducted through a telephone and computer network connecting market makers or dealers 
in stocks. There is no assurance that our Common Stock will be accepted for listing on the OTC Bulletin Board or on any trading 
system other than the OTC “Pink Sheets.”  
 
15.  Our Common Stock may be subject to significant restriction on resale due to federal penny stock restrictions.  
 

The Securities and Exchange Commission has adopted rules that regulate broker or dealer practices in connection with 
transactions in penny stocks. Penny stocks generally are equity securities with a price of less than $5.00 (other than securities 
registered on certain national securities exchanges or quoted on the Nasdaq system, provided that current price and volume 
information with respect to transactions in such securities is provided by the exchange system). The penny stock rules require a broker 
or dealer, prior to a transaction in a penny stock not otherwise exempt from the rules, to deliver a standardized risk disclosure 
document prepared by the Securities and Exchange Commission that provides information about penny stocks and the nature and level 
of risks in the penny stock market. The broker or dealer also must provide the customer with bid and offer quotations for the penny 
stock, the compensation of the broker or dealer, and its salesperson in the transaction, and monthly account statements showing the 
market value of each penny stock held in the customer’s account. The penny stock rules also require that prior to a transaction in a 
penny stock not otherwise exempt from such rules, the broker or dealer must make a special written determination that a penny stock 
is a suitable investment for the purchaser and receive the purchaser’s written agreement to the transaction.  
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These disclosure requirements may have the effect of reducing the level of trading activity in any secondary market for our 
stock that becomes subject to the penny stock rules, and accordingly, shareholders of our Common Stock may find it difficult or 
impossible to sell their securities.  
 
16.  As common shares become eligible for sale, their sales could depress the market price of our stock.  
 

Sales of a significant number of shares of our Common Stock in the public market following any merger, acquisition or 
related transaction could harm the market price of our Common Stock.  Moreover, as additional shares of our Common Stock become 
available for resale in the public market pursuant to the registration of the sale of the shares, and otherwise, the supply of our Common 
Stock may be offered from time to time in the open market for the shares of Common Stock.  
 
17.  Certificate of Incorporation authorizes the issuance of up to 20,000,000 shares of preferred stock.  
 

Our Certificate of Incorporation authorizes the issuance of up to 20,000,000 shares of preferred stock with designations, 
rights and preferences determined from time to time by its Board of Directors.  Accordingly, our Board of Directors is empowered, 
without stockholder approval, to issue preferred stock with dividend, liquidation, conversion, voting or other rights which could 
adversely affect the voting power or other rights of the holders of the common stock.  In the event of issuance, the preferred stock 
could be utilized, under certain circumstances, as a method of discouraging, delaying or preventing a change in control of the 
Company.  Although we have no present intention to issue any shares of or authorized preferred stock, we may do so in the future.  
 
18.  We have not paid cash dividends on our common stock.  
 

We have not paid cash dividends on our common stock and do not anticipate paying such dividends in the foreseeable future.  
 
 
Item 1B.  Unresolved Staff Comments.  
 
There are no unresolved staff comments regarding our periodic or current reports.  
 
   
Item 2.  Properties.  
 
We have no properties and at this time have no agreements to acquire any properties.  
 
We presently have a mailing address of 414 SE Washington Blvd., #102, Bartlesville OK 74006. This space is provided to the 
Company by our president through his employment agreement at no additional charge, and it is anticipated that this arrangement will 
remain until such time as the Company successfully consummates a merger or acquisition.  
 
Management believes that this arrangement will meet the Company's needs for the foreseeable future.  
 
 
Item 3.  Legal Proceedings.  
 
No litigation is pending or threatened by or against the Company.  
 
 
Item 4.  (Removed and Reserved)  
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PART II  
 
 
Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and issuer Purchases of Equity Securities.  
 
The common stock is traded on the Pink Sheets under the symbol “DGTE”; however it is very limited Public Market for the common 
stock.  As of February 28, 2011, 95,910,983 shares of common stock were outstanding. There is no active trading market for our 
Common Stock at present and, according to the best information available to management, there has been no active trading activity for 
approximately three years.  
 
Common Stock Market Prices  
 
The following table sets forth, for the periods indicated, the high and the low closing sales price per share of our common stock as 
reported on the Pink Sheets.  
 

 
Holders of Our Common Stock  
 
As of February 28, 2011, there were 294 holders of record of the Company’s common stock.    
 
Dividend Policy  
 
We have never declared or paid any cash dividends on our common stock or other securities.  We currently expect to retain future 
earnings for use in the operation and expansion of our business and do not anticipate paying cash dividends in the foreseeable future.  
 
The Company’s authorized capital stock consists of 120,000,000 shares, of which 100,000,000 are common stock with a par value of 
$0.0001 per share, and of which 20,000,000 are preferred stock with a par value of $0.0001 per share.  We have 95,910,983 Common 
Shares issued and outstanding as of the date, with no preferred shares being issued and outstanding.  
 
 
Item 6.  Selected Financial Data.  
 
Not applicable.  
 
 
Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations.  
 
Forward Looking Statements  
 
There are statements in this report that are not historical facts.  These “forward-looking statements” can be identified by the use of 
terminology such as “believe”, “hope”, “may”, “anticipate”, “should”, “intend”, “plan”, “will”, “expect”, “estimate”, “project”, 
“position”, “strategy” and similar expressions.  You should be aware that these forward-looking statements are subject to risks and 
uncertainties that are beyond our control.  For a discussion of these risks, you should read this entire report carefully, especially the 
risks discussed under “Risk Factors”.  Although management believes that the assumptions underlying the forward-looking statements 
included in this report are reasonable, they do not guarantee our future performance and actual results could differ from those 
contemplated by these forward-looking statements.  The assumptions used for purposes of the forward-looking statements specified in 
the following information represents estimates of future events and are subject to uncertainty as to possible changes in economic, 
legislative, industry, and other circumstances.  As a result, the identification and interpretation of data and other information and their 
use in developing and selecting assumptions from and among reasonable alternatives require the exercise of judgment.  To the extent 
that the assumed events do not occur, the outcome may vary substantially from anticipate or projected results, and, accordingly, no 
opinion is expressed on the achievability of those forward-looking statements.  In the light of the risks and uncertainties, there can be 
no assurance that the results and events contemplated by the forward-looking statements contained in this report will in fact transpire. 
 You are cautioned not to place undue reliance on these forward-looking statements, which speak only as their dates.  We do not 
undertake any obligation to update or revise any forward-looking statements.  
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Price Range     High     Low  
               
Fiscal year ended February 28, 2011     $.10        
First Quarter     $.08     $.04  
Second Quarter     $.15     $.04  
Third Quarter     $.15     $.10  



 
We were incorporated February 8, 2008, as a subsidiary of American Merchant Data Services, Inc.  Our former parent company, 
American Merchant Data Services, Inc. (American Merchant) was originally incorporated on January 27, 2000, in Florida as 
Boats.com, Inc.  On September 25, 2002 Boats.com, Inc. changed its name to American Merchant Data Services, Inc.  American 
Merchant later re-domiciled to Oklahoma in October, 2007, under the name American Merchant Data Merger, Inc. (“AMDM”).  
 
During the fiscal period ended February 29, 2008, we consummated a reorganization which we refer to collectively as the “2008 
Reorganization” pursuant to Section 1081(a) of the Oklahoma General Corporation Law, as a tax-free organization.  On February 8, 
2008, AMDM caused Desert Gateway, Inc. (“Desert Gateway”) to be incorporated in the State of Oklahoma, as a direct, wholly-
owned subsidiary of AMDM and caused American Merchant Data Services, Inc. (“AMDS”) to also be incorporated in the State of 
Oklahoma, as a direct wholly-owned subsidiary of Desert Gateway.  Under the terms of the Reorganization, AMDM was merged with 
and into AMDS pursuant to Section 1081(g) of the General Corporation Law of the State of Oklahoma (“OGCL”).  Upon 
consummation of the Reorganization, each issued and outstanding share of AMDM Common Stock was converted into and exchanged 
for a share of common stock of Desert Gateway (on a share-for-share basis) having the same designations, rights, powers and 
preferences, and qualifications, limitations and restrictions as the shares of AMDM being converted.  There was no spin-off and 
AMDM’ s corporate existence ceased.  Under the 2008 Reorganization all American Merchant shareholders became shareholders of 
Desert Gateway in the same proportion.  In conjunction with the 2008 Reorganization, AMDM concluded a downstream merger into 
the second subsidiary AMDS.  All of AMDM’s losses and net operating losses carried forward to AMDS.  Following the 
Reorganization the Company was re-domiciled to Delaware.  Since 2004 and prior to consummation of the domiciliary merger in 
2008, neither American Merchant nor Desert Gateway had any existing operations.  
 
We do not currently engage in any business activities that provide cash flow. The costs of investigating and analyzing business 
combinations for the next 12 months and beyond such time will be paid with money in our treasury or with additional amounts, as 
necessary, to be loaned to or invested in us by our stockholders, management or other investors.  
 
During the next 12 months we anticipate incurring costs related to:  
 

 
We believe we will be able to meet these costs through use of funds in our treasury and additional amounts, as necessary, to be loaned 
by or invested in us by our stockholders, management or other investors.  
 
We have negative working capital, negative stockholders’ equity and have not earned any revenues from operations to date. These 
conditions raise substantial doubt about our ability to continue as a going concern. We are currently devoting its efforts to locating 
merger candidates. Our ability to continue as a going concern is dependent upon our ability to develop additional sources of capital, 
locate and complete a merger with another company, and ultimately, achieve profitable operations.  
 
We may consider a business which has recently commenced operations, is a developing company in need of additional funds for 
expansion into new products or markets, is seeking to develop a new product or service, or is an established business which may be 
experiencing financial or operating difficulties and is in need of additional capital. In the alternative, a business combination may 
involve the acquisition of, or merger with, a company which does not need substantial additional capital, but which desires to establish 
a public trading market for its shares, while avoiding, among other things, the time delays, significant expense, and loss of voting 
control which may occur in a public offering.  
 
Our officers and directors have not had any preliminary contact or discussions with any representative of any other entity regarding a 
business combination with us. Any target business that is selected may be a financially unstable company or an entity in its early 
stages of development or growth, including entities without established records of sales or earnings. In that event, we will be subject to 
numerous risks inherent in the business and operations of financially unstable and early stage or potential emerging growth 
companies. In addition, we may effect a business combination with an entity in an industry characterized by a high level of risk, and, 
although our management will endeavor to evaluate the risks inherent in a particular target business, there can be no assurance that we 
will properly ascertain or assess all significant risks.  
 
Our management anticipates that it will likely be able to effect only one business combination, due primarily to our limited financing 
and the dilution of interest for present and prospective stockholders, which is likely to occur as a result of our management’s plan to 
offer a controlling interest to a target business in order to achieve a tax-free reorganization. This lack of diversification should be 
considered a substantial risk in investing in us, because it will not permit us to offset potential losses from one venture against gains 
from another.  
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   (i)  filing of Exchange Act reports, and  

     (ii)  consummating an acquisition.  



We anticipate that the selection of a business combination will be complex and extremely risky. Because of general economic 
conditions, rapid technological advances being made in some industries and shortages of available capital, our management believes 
that there are numerous firms seeking even the limited additional capital which we will have and/or the perceived benefits of 
becoming a publicly traded corporation. Such perceived benefits of becoming a publicly traded corporation include, among other 
things, facilitating or improving the terms on which additional equity financing may be obtained, providing liquidity for the principals 
of and investors in a business, creating a means for providing incentive stock options or similar benefits to key employees, and 
offering greater flexibility in structuring acquisitions, joint ventures and the like through the issuance of stock. Potentially available 
business combinations may occur in many different industries and at various stages of development, all of which will make the task of 
comparative investigation and analysis of such business opportunities extremely difficult and complex.  
 
Overview and Financial Condition  
 
During all periods included in this Annual Report, our Company has not had significant operations.  As of the date of this report, our 
ongoing operations consist primarily of expenditures to maintain our Company in compliance with Securities and Exchange 
Commission regulations and related accounting, auditing and legal fees.    
 
Year Ended February 28, 2011, compared to Year Ended February 28, 2009  
 
Results of Operations  
 
We had no revenues in the years ended February 28, 2011 or 2010.  Our operating expenses for the year ended February 28, 2011 
were $12,689 compared to $13,478 in 2010.  All of our operating expenses were general and administrative expenses. Included in 
operating expenses for each year was a $12,000 charge for the recognition of the fair value of services and office space provided 
without cost by our sole director and officer.  2011 interest expense of $10,333 ($14,500 in 2010) consists of amortization of the loan 
discount $ 8,333 and an increase in accrued interest of $2,000 compared to $12,500 and $2,000 for these items, respectively, in 2010. 
    
 
Liquidity and Capital Resources  
 
In May. 2008 we received $25,000 in proceeds on a short term loan. The terms of the loan were settled in November, 2008. As settled 
in November, the loan bears interest at 8% and is convertible into a fixed 2.5 million shares of our common stock at the discretion of 
the holder. The note matures on November 1, 2010. We used the loan to pay accrued professional fees of $20,000. The terms of the 
note payable required us to recognize a discount (limited to the $25,000 carrying value of the note) due to the intrinsic value of the 
conversion feature. The note was due November 1, 2010 and is currently in default.  
 
With no revenues or gross margin, we remain dependent on funding for our continued operations. There can be no assurance that we 
will continue to fund our Company’s operations or that we will be able to raise future funding from others at an acceptable price or at 
all. This raises substantial doubt about our ability to continue as a going concern. The financial statements do not include any 
adjustments that might be necessary if we are unable to continue as a going concern.  
 
Our only asset was cash of $3,958 at February 28, 2011. Our liabilities totaling $64,213 consisted of accounts payable of $750; 
accruals for professional services of $25,000; accrued interest of $4,667; advances in the form of expenses paid on our behalf of our 
sole officer & director of $8,796 and $25,000 the carrying value of the note payable. Our shareholders’ deficit totaled $60,255 at 
February 28, 2011. Our accumulated deficit to date stands at $121,256.     
 
Net Operating Loss  
 
The Company has accumulated approximately $121,000 of net operating losses as of February 28, 2011. $60,000 of this loss may be 
carried forward to offset future taxable income through the year 2031. The use of these losses to reduce future income taxes will 
depend on the generation of sufficient taxable income prior to the expiration of the net operating loss carry forwards. In the event of 
certain changes in control, there will be an annual limitation on the amount of net operating loss carry forwards that can be used. No 
tax benefit has been reported in the financial statements for the year ended February 28, 2011 because it has been fully offset by a 
valuation reserve. The use of future tax benefit is undeterminable because the Company presently has no operations.  
 
Critical Accounting Policies Involving Management Estimates and Assumptions  
 
Our discussion and analysis of our financial condition and results of operations is based on our financial statements.  In preparing our 
financial statements in conformity with accounting principles generally accepted in the United States of America, we must make a 
variety of estimates that affect the reported amounts and related disclosures.  
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Stock Based Compensation .  We will account for employee stock-based compensation costs in accordance with accounting 
standards requiring all share-based payments to employees, including grants of employee stock options, to be recognized in our 
statements of operations based on their fair values.  We will utilize the Black-Scholes option pricing model to estimate the fair value 
of employee stock based compensation at the date of grant, which requires the input of highly subjective assumptions, including 
expected volatility and expected life.  Changes in these inputs and assumptions could materially affect the measure of estimated fair 
value of our stock-based compensation.  
 
Use of Estimates .  The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.  Accordingly, actual results 
could differ from those estimates.  
 
Deferred Tax Valuation Allowance .  Deferred tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statements carrying amounts of existing assets and liabilities and their respective tax bases.  Deferred 
tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled.  Valuation allowances are established when necessary to reduce 
deferred tax assets to the amount more likely than not to be realized.  Income tax expense is the total of tax payable for the period and 
the change during the period in deferred tax assets and liabilities.  
 
Recent Pronouncements  
 
In June 2009, the FASB issued guidance now codified as ASC 105, Generally Accepted Accounting Principles as the single source of 
authoritative accounting principles recognized by the FASB to be applied by nongovernmental entities in the preparation of financial 
statements in conformity with U.S. GAAP, aside from those issued by the SEC. ASC 105 does not change current U.S. GAAP, but is 
intended to simplify user access to all authoritative U.S. GAAP by providing all authoritative literature related to a particular topic in 
one place. The adoption of ASC 105 will not have a material impact on the Company’s financial statements, but did eliminate 
references to pre-codification standards.  
 
In June 2009, the FASB updated ASC 855, which established principles and requirements for subsequent events.  This guidance 
details the period after the balance sheet date which the Company should evaluate events or transactions that may occur for potential 
recognition or disclosure in the financial statements, the circumstances under which the Company should recognize events or 
transactions occurring after the balance sheet date in its financial statements and the required disclosures for such events.  ASC 855 is 
effective for interim and annual periods ending after June 15, 2009.  The implementation of ASC 855 did not have a material effect on 
the Company’s financial statements.  
 
Off Balance Sheet Transactions  
 
None  
 
 
Item 7A.  Quantitative and Qualitative Disclosures About Market Risk.  
 
None.  
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Item 8.  Financial Statements and Supplementary Data.  
 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

Michael F. Cronin  
Certified Public Accountant  

Orlando, FL 32708  

 
Board of Directors and Shareholders  
Desert Gateway, Inc.  
Bartlesville, OK  

I have audited the accompanying balance sheet of Desert Gateway, Inc. as of February 28, 2011 and 2010 and the related statements 
of operations, stockholders' deficiency and cash flows for the years then ended. The financial statements are the responsibility of the 
directors. My responsibility is to express an opinion on these financial statements based on my audits .  
 
I conducted my audit in accordance with the standards of the Public Company Accounting Oversight Board (United States) . Those 
standards require that I plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. The company is not required to have, nor was I engaged to perform, an audit of its internal control over 
financial reporting. My audit included 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's internal control over financial reporting. Accordingly, I express no such opinion. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. I 
believe that my audits provide a reasonable basis for my opinion.  
 
In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Desert 
Gateway, Inc. as of February 28, 2011 and 2010 and the results of its operations, its cash flows and changes in stockholders' 
deficiency for the years then ended  in conformity with accounting principles generally accepted in the United States.  
 
The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. The 
Company has incurred a $121,256 cumulative loss from operations.  The Company may not have adequate readily available resources 
to fund operations through February 28, 2012. This raises substantial doubt about the Company’s ability to continue as a going 
concern. The financial statements do not include any adjustments that might result from the outcome of this uncertainty  

 
May 23, 2011  
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/s/ Michael F. Cronin  
   

Michael F. Cronin  

Certified Public Accountant, NY, FL  

Orlando, Florida  



 

 
 

See Summary of Significant Accounting Policies and Notes to Financial Statements.  
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Desert Gateway, Inc.  
Balance Sheet  

            

   
February 28, 

2011  
   

February 28, 
2010  

            
Assets           

Current assets           
Cash  $3,958    $4,647 

Prepaid expenses  0    0 

  Total current assets  3,958    4,647 

            
            

Total Assets  $3,958    $4,647 

            
Liabilities and Stockholders' Deficiency           

Current liabilities:           
Accounts payable-trade  $750    $750 

Accrued expenses  29,667    27,667 

Due to related parties  8,796    8,796 

Convertible debt  25,000    16,667 

 Total current liabilities  64,213    53,880 

            
Stockholders' Deficiency:           
Preferred stock (501 shares outstanding out of 20,000,000 authorized)  1    1 

Common stock-100,000,000 authorized $0.0001 par value           
959,127 issued & outstanding  96    9,591 

Additional paid-in capital  60,904    39,409 

Accumulated Deficit  (121,256)    (98,234) 

Total Stockholders' Deficiency  (60,255)    (49,233) 

            
Total Liabilities & Stockholders' Deficiency  $3,958    $4,647 

         



 

 
 

See Summary of Significant Accounting Policies and Notes to Financial Statements.  
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Desert Gateway, Inc.  
Statement of Operations  

         

   Years Ended Feb 28,  

   2011  2010  

         
         
Revenue  $0 $0 

         
Costs & Expenses:        
  General & administrative  12,689 13,478 

  Interest and amortization of debt discount  10,333 14,500 

  Total Costs & Expenses  23,022 27,978 

         
Loss from continuing operations before income taxes  (23,022) (27,978) 

Income taxes  0 0 

         
Net Loss  ($23,022) ($27,978) 

         
Basic and diluted per share amounts:        
Continuing operations  ($0.02) ($0.03) 

Basic and diluted net loss  ($0.02) ($0.03) 

         
Weighted average shares outstanding (basic & diluted)  959,127 959,127 

   



 

 
 

See Summary of Significant Accounting Policies and Notes to Financial Statements.  
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Desert Gateway, Inc.  
Statement of Cash Flows  

         
   Years Ended Feb 28,  

   2011  2010  

         
Cash flows from operating activities:        
Net Loss  ($23,022) ($27,978) 

Adjustments required to reconcile net loss        
      to cash used in operating activities:        
Amortization of loan discount  8,333 12,500 

Fair value of services provided by related parties  12,000 12,000 

Expenses paid by related parties  0 1,354 

Increase in accounts payable & accrued expenses  2,000 2,000 

 Cash used by operating activities:  (689) (124) 

         
Change in cash  (689) (124) 

Cash-beginning of period  4,647 4,771 

Cash-end of period  $3,958 $4,647 

      



 
 

 
 

See Summary of Significant Accounting Policies and Notes to Financial Statements.  
 
 

 
 
 

 
21  

 

Desert Gateway, Inc.  
Statement of Stockholders' Deficiency  

                  
   Common Stock        

   Shares  
Common 

Stock  
Additional paid-

in capital     Accumulated Deficit  

Balance at February 28, 2009  959,127 96 36,904    (70,256) 

Fair value of services provided by related party        12,000       
Net Loss              (27,978) 

Balance at February 28, 2010  959,127 $96 $48,904    ($98,234) 

Fair value of services provided by related party        12,000       
Net Loss              (23,022) 

Balance at February 28, 2011  959,127 $96 $60,904    ($121,256) 

               



DESERT GATEWAY, INC.  
BACKGROUND AND  

SIGNIFICANT ACCOUNTING POLICIES  
 February 28, 2011  

 
The Company  
 
Organizational Background:  We were incorporated February 8, 2008 as a subsidiary of American Merchant Data Services, Inc. Our 
former parent company, American Merchant Data Services, Inc. (AMDS) was originally incorporated on January 27, 2000 in Florida 
as Boats.Com, Inc.  On September 25, 2002 AMDS changed its name to American Merchant Data Services, Inc. AMDS has not 
conducted any business operations since 2004.  
 
Holding Company Formation and Forward Triangular Merger:  
 
During the fiscal period ended February 29, 2008 we consummated a reorganization which we refer to collectively as the “2008 
Reorganization”. The Company was spun-off of AMDS Inc during February 2008, pursuant to a tax-free reorganization in which all 
AMDS shareholders became shareholders of Desert Gateway, Inc. in the same proportion. As a result of the 2008 Reorganization, 
each share of outstanding common stock of the AMDS received one share of common stock of Desert Gateway with the same rights, 
privileges, and preferences, including as to liquidation. In conjunction with the reorganization AMDS concluded a downstream merger 
into a second subsidiary. All of AMDS’ operating assets, liabilities and tax attributes (including accumulated losses and net operating 
losses) carried forward to the subsidiary. Accordingly, AMDS is not considered a predecessor company for accounting or legal 
purposes.  
 
In conjunction with the reorganization we re-domiciled to Delaware.  
 
Significant Accounting Policies  
 
Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statement and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from the estimates.  
 
Cash and Cash Equivalents : For financial statement presentation purposes, the Company considers those short-term, highly liquid 
investments with original maturities of three months or less to be cash or cash equivalents.  
 
Property and Equipment  New property and equipment are recorded at cost.  Depreciation is computed using the straight-line method 
over the estimated useful lives of the assets, generally 5 years. Expenditures for renewals and betterments are capitalized. 
Expenditures for minor items, repairs and maintenance are charged to operations as incurred. Gain or loss upon sale or retirement due 
to obsolescence is reflected in the operating results in the period the event takes place.  
 
Valuation of Long-Lived Assets : We review the recoverability of our long-lived assets including equipment, goodwill and other 
intangible assets, when events or changes in circumstances occur that indicate that the carrying value of the asset may not be 
recoverable. The assessment of possible impairment is based on our ability to recover the carrying value of the asset from the expected 
future pre-tax cash flows (undiscounted and without interest charges) of the related operations. If these cash flows are less than the 
carrying value of such asset, an impairment loss is recognized for the difference between estimated fair value and carrying value. Our 
primary measure of fair value is based on discounted cash flows. The measurement of impairment requires management to make 
estimates of these cash flows related to long-lived assets, as well as other fair value determinations.  
 
Stock Based Compensation: Stock-based awards to employees and non-employees are accounted for using the fair value method in 
accordance with ASC 718, Share-Based Payments .  Our primary type of share-based compensation consists of stock options. ASC 
718 requires that companies measure and recognize compensation expense at an amount equal to the fair value of share-based 
payments granted under compensation arrangements.. We calculate the fair value of options using a Black-Scholes option pricing 
model. We do not currently have any outstanding options subject to future vesting.  
   
ASC 718 also requires the benefits of tax deductions in excess of recognized compensation expense to be reported in the Statement of 
Cash Flows as a financing cash inflow rather than an operating cash inflow. In addition, ASC 718 required a modification to the 
Company’s calculation of the dilutive effect of stock option awards on earnings per share.  
   
Accounting For Obligations And Instruments Potentially To Be Settled In The Company’s Own Stock : We account for obligations 
and instruments potentially to be settled in the Company’s stock in accordance with FASB ASC 815, Accounting for Derivative 
Financial Instruments.  This issue addresses the initial balance sheet classification and measurement of contracts that are indexed to, 
and potentially settled in, the Company’s own stock.  
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Fair Value of Financial Instruments : FASB ASC 825, “ Financial Instruments ,” requires entities to disclose the fair value of 
financial instruments, both assets and liabilities recognized and not recognized on the balance sheet, for which it is practicable to 
estimate fair value. FASB ASC 825 defines fair value of a financial instrument as the amount at which the instrument could be 
exchanged in a current transaction between willing parties. At February 28, 2011 and 2010, the carrying value of certain financial 
instruments (cash and cash equivalents, accounts payable and accrued expenses.) approximates fair value due to the short-term nature 
of the instruments or interest rates, which are comparable with current rates  
 
Fair Value Measurements: FASB ASC 820 defines fair value and establishes a framework for measuring fair value and establishes a 
fair value hierarchy which prioritizes the inputs to the inputs to the valuation techniques. Fair value is the price that would be received 
to sell an asset or amount paid to transfer a liability in an orderly transaction between market participants at the measurement date. A 
fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the principal market for the asset 
or liability or, in the absence of a principal market, the most advantageous market. Valuation techniques that are consistent with the 
market, income or cost approach, as specified by FASB ASC 820, are used to measure fair value.  
 
Fair Value Hierarchy  
 
FASB ASC 820  specifies a hierarchy of valuation techniques based upon whether the inputs to those valuation techniques reflect 
assumptions other market participants would use based upon market data obtained from independent sources (observable inputs), or 
reflect the Company’s own assumptions of market participant valuation (unobservable inputs). In accordance with FASB ASC 820, 
these two types of inputs have created the following fair value hierarchy:  
 

 

   
FASB ASC 820 requires the use of observable market data if such data is available without undue cost and effort.  
   
Measurement of Fair Value  
 
The Company measures fair value as an exit price using the procedures described below for all assets and liabilities measured at fair 
value. When available, the Company uses unadjusted quoted market prices to measure fair value and classifies such items within 
Level 1. If quoted market prices are not available, fair value is based upon internally developed models that use, where possible, 
current market-based or independently-sourced market parameters such as interest rates and currency rates. Items valued using 
internally generated models are classified according to the lowest level input or value driver that is significant to the valuation. Thus, 
an item may be classified in Level 3 even though there may be inputs that are readily observable. If quoted market prices are not 
available, the valuation model used generally depends on the specific asset or liability being valued. The determination of fair value 
considers various factors including interest rate yield curves and time value underlying the financial instruments.  
 
Earnings per Common Share : We have adopted the provisions of ASC 260, Earning per Share . ASC 260 requires presentation of 
both basic and diluted earnings per share (EPS) on the face of the income statement. Basic EPS is computed by dividing net income 
(loss) available to common shareholders (numerator) by the weighted average number of shares outstanding (denominator) during the 
period. Diluted EPS gives effect to all dilutive potential common shares outstanding during the period using the treasury stock method 
and convertible preferred stock using the if-converted method. In computing Diluted EPS, the average stock price for the period is 
used in determining the number of shares assumed to be purchased from the exercise of stock options or warrants. Diluted EPS 
excludes all dilutive potential shares if their effect is anti dilutive.  
 
Income Taxes: We have adopted ASC 740, Accounting for Income Taxes. Pursuant to ASC 740, we are required to compute tax asset 
benefits for net operating losses carried forward. The potential benefits of net operating losses have not been recognized in these 
financial statements because the Company cannot be assured it is more likely than not it will utilize the net operating losses carried 
forward in future years.  
We must make certain estimates and judgments in determining income tax expense for financial statement purposes. These estimates 
and judgments occur in the calculation of certain tax assets and liabilities, which arise from differences in the timing of recognition of 
revenue and expense for tax and financial statement purposes.  
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•  Level 1 – Quoted prices in active markets that are unadjusted and accessible at the measurement date for identical, 
unrestricted assets or liabilities.  

•  Level 2 – Quoted prices for identical assets and liabilities in markets that are not active, quoted prices for similar assets 
and liabilities in active markets or financial instruments for which significant inputs are observable, either directly or 
indirectly.  

•  Level 3 – Prices or valuations that require inputs that are both significant to the fair value measurement and 
unobservable.  



Deferred tax assets and liabilities are determined based on the differences between financial reporting and the tax basis of assets and 
liabilities using the tax rates and laws in effect when the differences are expected to reverse. ASC 740 provides for the recognition of 
deferred tax assets if realization of such assets is more likely than not to occur. Realization of our net deferred tax assets is dependent 
upon our generating sufficient taxable income in future years in appropriate tax jurisdictions to realize benefit from the reversal of 
temporary differences and from net operating loss, or NOL, carryforwards. We have determined it more likely than not that these 
timing differences will not materialize and have provided a valuation allowance against substantially all of our net deferred tax asset. 
Management will continue to evaluate the realizability of the deferred tax asset and its related valuation allowance. If our assessment 
of the deferred tax assets or the corresponding valuation allowance were to change, we would record the related adjustment to income 
during the period in which we make the determination. Our tax rate may also vary based on our results and the mix of income or loss 
in domestic and foreign tax jurisdictions in which we operate.  
 
In addition, the calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax regulations. We 
recognize liabilities for anticipated tax audit issues in the U.S. and other tax jurisdictions based on our estimate of whether, and to the 
extent to which, additional taxes will be due. If we ultimately determine that payment of these amounts is unnecessary, we will reverse 
the liability and recognize a tax benefit during the period in which we determine that the liability is no longer necessary. We will 
record an additional charge in our provision for taxes in the period in which we determine that the recorded tax liability is less than we 
expect the ultimate assessment to be.  
 
ASC 740 which requires recognition of estimated income taxes payable or refundable on income tax returns for the current year and 
for the estimated future tax effect attributable to temporary differences and carry-forwards. Measurement of deferred income tax is 
based on enacted tax laws including tax rates, with the measurement of deferred income tax assets being reduced by available tax 
benefits not expected to be realized  
 
Recent Accounting Pronouncements  
 
In January 2010, the FASB issued an amendment to ASC 820, Fair Value Measurements and Disclosure, to require reporting entities 
to separately disclose the amounts and business rationale for significant transfers in and out of Level 1 and Level 2 fair value 
measurements and separately present information regarding purchase, sale, issuance, and settlement of Level 3 fair value measures on 
a gross basis. This standard, for which the Company is currently assessing the impact, is effective for interim and annual reporting 
periods beginning after December 15, 2009 with the exception of disclosures regarding the purchase, sale, issuance, and settlement of 
Level 3 fair value measures which are effective for fiscal years beginning after December 15, 2010.  
 
In January 2010, the FASB issued an amendment to ASC 505, Equity, where entities that declare dividends to shareholders that may 
be paid in cash or shares at the election of the shareholders are considered to be a share issuance that is reflected prospectively in EPS, 
and is not accounted for as a stock dividend. This standard is effective for interim and annual periods ending on or after December 15, 
2009 and is to be applied on a retrospective basis. The adoption of this standard is not expected to have a significant impact on the 
Company’s financial statements..  
 
In June 2009, the FASB issued guidance now codified as ASC 105, Generally Accepted Accounting Principles as the single source of 
authoritative accounting principles recognized by the FASB to be applied by nongovernmental entities in the preparation of financial 
statements in conformity with U.S. GAAP, aside from those issued by the SEC. ASC 105 does not change current U.S. GAAP, but is 
intended to simplify user access to all authoritative U.S. GAAP by providing all authoritative literature related to a particular topic in 
one place. The adoption of ASC 105 did not have a material impact on the Company’s financial statements, but did eliminate 
references to pre-codification standards.  
 
Management does not anticipate that the adoption of these standards will have a material impact on the financial statements.  
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DESERT GATEWAY, INC.  
NOTES TO FINANCIAL STATEMENTS  

February 28, 2011  

 
 

 
We have adopted ASC 740 which provides for the recognition of a deferred tax asset based upon the value the loss carry-forwards will 
have to reduce future income taxes and management's estimate of the probability of the realization of these tax benefits. Our net 
operating loss carryovers incurred prior to 2005 considered available to reduce future income taxes were reduced or eliminated 
through our recent  change of control (I.R.C. Section 382(a)) and the continuity of business limitation of I.R.C. Section 382(c).  
 
We have a current operating loss carry-forward of $60,000 resulting in deferred tax assets of $20,600. We have determined it more 
likely than not that these timing differences will not materialize and have provided a valuation allowance against substantially all our 
net deferred tax asset.  
 
Future utilization of currently generated federal and state NOL and tax credit carry forwards may be subject to a substantial annual 
limitation due to the ownership change limitations provided by the Internal Revenue Code of 1986, as amended and similar state 
provisions. The annual limitation may result in the expiration of NOL and tax credit carry forwards before full utilization.  
 
The Company is not under examination by any jurisdiction for any tax year. Our federal and state income tax returns are open for 
fiscal years ending on or after February 29, 2008.  
 

 
The Company is not a party to any leases and does not have any commitments  
 

    
Reverse Stock Split  
 
On February 12, 2011 we declared a reverse split of our common stock. The formula provided that every one hundred (100) issued 
and outstanding shares of common stock of the Corporation be automatically split into 1 share of common stock. Any resulting share 
ownership interest of fractional shares was rounded up to the first whole integer in such a manner that all rounding was done to the 
next single share and each and every shareholder would own at least 1 share. The reverse stock split was effective on that date for 
holders of record at February 12, 2011. Except as otherwise noted, all share, option and warrant numbers have been restated to give 
retroactive effect to this reverse split. All per share disclosures retroactively reflect shares outstanding or issuable as though the 
reverse split had occurred March 1, 2009.  
 
Common Stock  
 
We are currently authorized to issue up to 100,000,000 shares of $ 0.0001 par value common stock. All issued shares of common 
stock are entitled to vote on a 1 share/1 vote basis..  
 
         Recent Sales of Common Stock-2008 Reorganization  
 
In February, 2008, we issued 959,110 common shares to the shareholders of our former parent company, AMDS. .  
 
          Preferred Stock  
 
We are currently authorized to issue up to 20,000,000 shares of $ 0.0001 preferred stock.  
    
          Stock Options  
 
There are no employee or non-employee options grants.  
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1.  Income Taxes:  

2.  Commitments:  

3.  Stockholders' Equity:    



 

 
Due Related Parties: Amounts due related parties consist of regulatory compliance expenses paid directly by affiliates on our behalf. 
These unreimbursed items totaled $8,796 at February 28, 2011 and 2010 respectively.  
 
Fair value of services: The sole officer and director provided, without cost to the Company, his services, valued at $800 per month. 
Also provided, without cost to the Company, was office space valued at $200 per month. The total of these expenses was $12,000 for 
each year presented and was reflected in the statement of operations as general and administrative expenses with a corresponding 
contribution of paid-in capital.  
 

 
On November 1, 2008, we finalized the terms of the May, 2008 advance of $25,000 by issuing a $25,000 convertible promissory note. 
The note bears interest at 8% per annum until paid or converted.  The note is convertible at the option of the holder at any time and 
from time to time into our common stock at a fixed conversion price of $0.01 per share and matured on November 1, 2010 and is 
currently in default.  
 
The convertible debt security was issued with a non-detachable conversion feature. We evaluate and account for such securities in 
accordance with ASC 470-20, “ Debt – Debt with Conversion and Other Options”  
 
The note was considered to have an embedded beneficial conversion feature because the effective conversion price was less than the 
quoted market price at the time of the issuance.  This resulted in a discount to the carrying amount of the note equal to:  
   

�  

4.  Related Party Transactions Not Disclosed Elsewhere  

5.  Convertible Debt:  

the difference between the effective conversion rate and the market price of our common stock on the date of issuance; 
multiplied by  

�  the number of shares into which the notes are convertible  
 
The intrinsic value of the beneficial conversion feature exceeds the proceeds allocable to the convertible debt, therefore, the amount of 
the discount assigned to the beneficial conversion feature was limited to the amount of the proceeds allocable to the convertible debt. 
The beneficial conversion feature of $25,000 was recorded separately based on the intrinsic value method.  
 
For convertible debt securities, the recorded discount resulting from the allocation of proceeds to the beneficial conversion feature will 
be recognized as interest expense over the minimum period from the date of issuance to the date of maturity using the straight line 
method. The effective yield on the discount is 629%.    
 
The carrying value of the note is calculated as follows:  
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Face amount of note  $25,000 

Future amortization of discount through February, 2012             0 

Current carrying value  $25,000 



Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.  
 
None.  
 
 
Item 9A.  Controls and Procedures.  
 

(a)  Evaluation of disclosure Controls and Procedures  
 

We have adopted and maintain disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) 
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) that are designed to ensure that information required to 
be disclosed in our reports under the Exchange Act, is recorded, processed, summarized and reported within the time periods required 
under the SEC’s rules and forms and that the information is gathered and communicated to our management, including our Chief 
Executive Officer (Principal Executive Officer) and Chief Financial Officer (Principal Financial Officer), as appropriate, to allow for 
timely decisions regarding required disclosure.  
 

As required by SEC Rule 15d-15(b), our Chief Executive Officer and Chief Financial Officer carried out an evaluation under 
the supervision and with the participation of our management, of the effectiveness of the design and operation of our disclosure 
controls and procedures pursuant to Exchange Act Rule 15d-14 as of the end of the period covered by this report.  
 

Our management has evaluated the effectiveness of our disclosure controls and procedures as of June 26, 2009 (under the 
supervision and with the participation of the Chief Executive Officer and the Principal Accounting Officer), pursuant to Rule13a-15(b) 
promulgated under the Exchange Act. As part of such evaluation, management considered the matters discussed below relating to 
internal control over financial reporting. Based on this evaluation, our Company's Chief Executive Officer and Principal Accounting 
Officer have concluded that our Company's disclosure controls and procedures were not effective as of June 26, 2009 due to lack of 
employees to segregate duties related to preparing the financial reports.  Management is attempting to correct this weakness by raising 
additional funds to hire additional employees.    Management with the assistance of its Securities Counsel will closely monitor all 
future filings to ensure that the company filings are made on a timely manner.  
 
Management’s Annual Report on Internal Control Over Financial Reporting  
 

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such 
term is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act. Our internal control system was designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes, in 
accordance with generally accepted accounting principles. Because of inherent limitations, a system of internal control over financial 
reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to 
the risk that controls may become inadequate due to change in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate.  
 

Our management conducted an evaluation of the effectiveness of our internal control over financial reporting using the 
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control—Integrated 
Framework. Based on its evaluation, our management concluded that there is a material weakness in our internal control over financial 
reporting. A material weakness is a deficiency, or a combination of control deficiencies, in internal control over financial reporting 
such that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial statements will not 
be prevented or detected on a timely basis.  
 

The material weakness relates to the lack of segregation of duties in financial reporting, as our financial reporting and all 
accounting functions are performed by an external consultant with no oversight by a professional with accounting expertise.  Our 
President does not possess accounting expertise and our company does not have an audit committee.  This weakness is due to the 
company’s lack of working capital to hire additional staff.  To remedy this material weakness, management is attempting to correct 
this weakness by merging with a suitable candidate.    
 

As of February 28, 2011, we did not maintain effective controls over the control environment.  Specifically, the Board of 
Directors does not currently have any independent members and no director qualifies as an audit committee financial expert as defined 
in Item 207(d)(5)(ii) of Regulation S-B. Since these entity level programs have a pervasive effect across the organization, management 
has determined that these circumstances constitute a material weakness.  
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This annual report does not include an attestation report of the Company’s registered public accounting firm regarding 
internal control over financial reporting.  Management’s report was not subject to the attestation by the Company’s 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.  
 

(b)  Changes in Internal Control, Over Financial Reporting  
 

There was no change in our internal control over financial reporting that occurred during the fiscal year ended February 28, 
2011, that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.  
 

PART III  
 
 
 
Item 10.  Directors, Executive Officers and Corporate Governance.  
 
The following table provides information concerning our officers and directors. All directors hold office until the next annual meeting 
of stockholders or until their successors have been elected and qualified.  
 

 
The above listed officers and directors will serve until the next annual meeting of the shareholders or until their death, resignation, 
retirement, removal, or disqualification, or until their successors have been duly elected and qualified. Vacancies in the existing Board 
of Directors are filled by majority vote of the remaining Directors. Officers of the Company serve at the will of the Board of Directors. 
There are no agreements or understandings for any officer or director to resign at the request of another person and no officer or 
director is acting on behalf of or will act at the direction of any other person.  
 
RESUME  
 
Mr. Wilson has served as President and Director of the Company since February 8, 2008.  Prior to 2008, Mr. Wilson worked in mid-
management positions at various casinos around the Atlantic City area, including the Showboat Casino and the Bargota Casino.  Mr. 
Wilson has not served as an officer or director of any other company during the last five years.  
 
 
Item 11.  Executive Compensation.  
 
Director Compensation  
 
Members of the Company’s Board of Directors do not receive compensation, as such, at this time.  
 
The Company is obligated to pay Robert Wilson, in his capacity as director, $5,000.00 yearly as base compensation through 
December 31, 2009.  
 
Stock Option Grants  
 
As of the date of this report the Company has not granted any stock options.  
 
 
Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.  
 
Section 16(a) Beneficial Ownership Reporting Compliance.  
 
Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our officers and directors and those persons who 
beneficially own more than 10% of the Company’s outstanding shares of common stock to file reports of securities ownership and 
changes in such ownership with the Securities and Exchange Commission. Officers, directors, and greater than 10% beneficial owners 
are also required by rules promulgated by the SEC to furnish us with copies of all Section 16(a) forms they file.  
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NAME     AGE     POSITION  

Robert Wilson     42     President/Director  



Based solely upon a review of the copies of such forms furnished to the Company, except for Forms 3 that were omitted to be filed, 
we believe that during the year ended February 28, 2011, all Section 16(a) filing requirements applicable to our officers, directors and 
greater than 10% beneficial owners were complied with.  
 
The following table sets forth certain information regarding the beneficial ownership of our common stock as of February 28, 2011 by 
(i) each person who is known by us to own beneficially more than 10% of our outstanding common stock; (ii) each of our officers and 
directors; and (iii) all of our directors and officers as a group. None of the current shareholders have received or will receive any extra 
or special benefits that were not shared equally (pro-rata) by all holders of shares of our stock.  
 

 
*  IACE Investments One, Inc. is a Nevada Corporation owned by Ruth Shepley  
 
 
Item 13.  Certain Relationships and Related Transactions, and Director Independence.  
 
There are certain conflicts of interest between the Company and our officers and directors.  Mr. Wilson has other business interests to 
which he currently devotes attention, and may be expected to do so although management time should be devoted to our business.  As 
a result, conflicts of interest may arise that can be resolved only through their exercise of judgment in a manner which is consistent 
with their fiduciary duties to the company.  
 
 
Item 14.  Principal Accounting Fees and Services.  
 
Audit Fees  
 
The aggregate fees billed by Michael F. Cronin, CPA, our independent auditor, for the audit of our annual consolidated financial 
statements was $10,000.  
 
Audit-Related Fees  
 
None.  
 
Tax Fees  
 
None.  
 
All Other Fees  
 
None.  
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Name and Address of Beneficial 
Owner  

   Amount of Common Stock 
Beneficially Owned  

   Percentage Ownership of 
Common stock(1)  

               
IACE Investments One, Inc. *     49,000,000     51.08 %  
Robert Wilson                     0             0%  
               
All Officers and Directors as a Group (1 
person)  

   49,000,000     51.08 %  



PART IV  
 
Item 15.  Exhibits, Financial Statement Schedules.  
 
Financial Statements  
 
Included herein under Item 8.  
 
Index to Exhibits  
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Exhibit No.     Description  
             

31     Certification pursuant to Section 301 of the Sarbanes-Oxley Act of 2002  
         

32     Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002  

         



 
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.  
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Date:  May 25, 2011  By:  /s/   Robert Wilson  
         Robert Wilson  
         President, Chief Executive Officer, and Sole Director  



EXHIBIT 31  
CERTIFICATION OF CHIEF EXECUTIVE OFFICER  

AND CHIEF FINANCIAL OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO SECTION 302 OF  
THE SARBANES-OXLEY ACT OF 2002  

   
I, Robert Wilson, certify that:  
   

 
 
 

1.  I have reviewed this Form 10-K of Desert Gateway, Inc.:  
      
2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 

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

      
3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 

material respects the financial condition, results of operations and cash flows of the small business issuer as of, and for, the 
periods present in this report;  

      
4.  The small business issuer’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 
reporting (as defined in Exchange Act Rules 13-a-15(f) and 15d-15(f)) for the small business issuer 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 small business issuer, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being 
prepared;  

        
(b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding there liability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principals;  

        
(c)  Evaluated the effectiveness of the small business issuer’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 this report any change in the small business issuer’s internal control over financing reporting that occurred 

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

        
5.  The small business issuer’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the small business issuer’s auditors and the audit committee of the small business issuer’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 small business issuer’s ability to record, process, summarize and report 
financial information; and  

        
(b)  Any fraud, whether or not material, that involved management or other employees who have a significant role in the small 

business issuer’s internal control over financial reporting.  
      
Date:  May 25, 2011  
    
/s/   Robert Wilson  
Robert Wilson  
President, Chief Executive Officer, Chief Financial Officer,  
Principal Accounting Officer and Chairman of the Board of Directors  



 
 
EXHIBIT 32  

CERTIFICATION OF  
CHIEF EXECUTIVE OFFICER  

AND CHIEF FINANCIAL OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350  

 
In connection with the accompanying quarterly report on Form 10-K of Desert Gateway, Inc. for the period ending February 28, 2011, 
I, Robert Wilson, President, Chief Executive Officer, Chief Financial Officer, Principal Accounting Officer and Chairman of the 
Board of Directors of Desert Gateway, Inc. hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to section 906 of 
the Sarbanes-Oxley Act of 2002, to the best of my knowledge and belief, that:  
   

   

 
 
 
 

1.  Such annual report of Form 10-K for the period ending February 28, 2011, fully complies with the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1934; and  

    
2.  The information contained in such annual report of Form 10-K for the year ending February 28, 2011, fairly represents in all 

material respects, the financial condition and results of operations of Desert Gateway, Inc.  

Date:  May 25, 2011  
    
Desert Gateway, Inc.  
    
By: /s/   Robert Wilson  
Robert Wilson  
President, Chief Executive Officer, Chief Financial Officer,  
Principal Accounting Officer and Chairman of the Board of Directors  
    


