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                  ESSENTIAL REALITY, INC. (FORMERLY JPAL, INC.)

                       CONDENSED BALANCE SHEET (UNAUDITED)
                                 March 31, 2004

                                     ASSETS

Prepaid and other current assets                                    $   198,958
                                                                    ===========

                     LIABILITIES AND STOCKHOLDERS' DEFICIT

Current Liabilities:

    Book overdraft                                                  $       280
    Accounts payable and accrued expenses                             2,317,099
    Loan payable unsecured                                               25,000
    Due to related parties                                              503,699
    Secured convertible debenture                                     1,000,000
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    Notes payable (net of deferred interest of $142)                  2,241,143
                                                                    -----------
           Total current liabilities                                  6,087,221

Commitments and contingencies

Stockholders' deficit:

    Common stock, $0.001 par value; 50,000,000 shares authorized;
        18,588,110 issued and outstanding                                18,588
    Additional paid-in capital                                       15,003,142
    Deferred exchange costs                                            (108,396)
    Accumulated deficit                                             (20,801,597)
                                                                    -----------

           Total stockholders' deficit                               (5,888,263)
                                                                    -----------

                                                                    $   198,958
                                                                    ===========

See notes to condensed financial statements
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                  ESSENTIAL REALITY, INC (FORMERLY JPAL, INC.)

                 CONDENSED STATEMENTS OF OPERATIONS (UNAUDITED)

                                                                 Three Months ended March 31,
                                                                 ---------------------------
                                                                      2004           2003
                                                                  -----------    -----------

REVENUE                                                           $        --    $        --

COST OF REVENUE                                                            --             --
                                                                  -----------    -----------
GROSS LOSS                                                                 --             --
                                                                  -----------    -----------
OPERATING EXPENSES:
     General and administrative expenses                               92,184        292,013
     Stock-based compensation                                              --        806,742
                                                                  -----------    -----------
TOTAL OPERATING EXPENSES                                               92,184      1,098,755
                                                                  -----------    -----------
LOSS from operations                                                  (92,184)    (1,098,755)
                                                                  -----------    -----------

Other income (expense)

     Interest income                                                       --          1,065
     Interest expense                                                (222,100)      (739,391)
                                                                  -----------    -----------
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         Total other income (expense)                                (222,100)      (738,326)
                                                                  -----------    -----------

LOSS BEFORE PROVISION FOR INCOME TAXES                               (314,284)    (1,837,081)

PROVISION FOR INCOME TAXES                                                 --             --
                                                                  -----------    -----------

Loss from continuing operations                                      (314,284)    (1,837,081)

Discontinued Operations:

   Loss from operations, net of tax effect of $0                     (122,200)      (816,635)
                                                                  -----------    -----------

NET LOSS                                                          $  (436,484)   $(2,653,716)
                                                                  ===========    ===========

NET LOSS PER SHARE - BASIC AND DILUTED
    Continuing operations                                         $     (0.01)   $     (0.10)
    Discontinued operations                                             (0.01)         (0.05)
                                                                  ===========    ===========
Basic and diluted loss per share                                  $     (0.02)   $     (0.15)
                                                                  ===========    ===========

NUMBER OF WEIGHTED AVERAGE SHARES - BASIC AND DILUTED              18,588,110     18,251,444
                                                                  ===========    ===========

   The accompanying notes are an integral part of these financial statements.
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                  ESSENTIAL REALITY, INC. (FORMERLY JPAL, INC.)

                      STATEMENTS OF CASH FLOWS (UNAUDITED)

                                                                      Three months ended
                                                                          March 31,
                                                                  --------------------------
                                                                      2004           2003
                                                                  -----------    -----------

Cash flows used for operating activities:
  Net loss                                                        $  (436,484)   $(2,653,716)

 Adjustments to reconcile net loss to net cash
  used for operating activities:
  Depreciation and amortization                                            --         57,888
  Amortization of discount related to BCF                                 785        120,187
  Amortization of Non-cash compensation                                    --        831,992
  Imputed interest on conversion of debt instrument                   155,358        565,529
  Change in inventory reserve                                              --        (45,118)
 Changes in assets and liabilities:
  (Increase) decrease in assets:
   Accounts receivable                                                     --         17,296
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   Inventories                                                        117,594         77,353
   Notes receivable                                                        --        (31,187)
   Deferred financing cost                                                 --        (25,250)
   Other assets                                                            --             --
   Other current assets                                                38,750         47,764
  Increase in liabilities:

   Accounts payable and accrued expenses                              125,174        379,891
                                                                  -----------    -----------
   Net cash used for operating activities                              (1,177)      (657,371)
                                                                  -----------    -----------
Cash flows used for investing activities:

 Payments for purchases of equipment                                       --         (1,750)
                                                                  -----------    -----------
Cash flows provided by financing activities:

 Book overdraft                                                         1,177             --
 Proceeds from sale of securities                                          --        100,000
 Proceeds from loan payable - unsecured                                    --         25,000
 Proceeds from Secured Convertible Debenture                               --        417,500
  Due to related parties                                                   --          6,732
  Repayment of notes payable                                               --        (56,842)
                                                                  -----------    -----------
      Net cash provided by financing activities                         1,177        492,390

Net increase (decrease) in cash                                            --       (166,731)
Cash and cash equivalents, beginning of period                             --        188,858
                                                                  -----------    -----------
Cash and cash equivalents, end of period                          $        --    $    22,127
                                                                  ===========    ===========
Supplemental disclosure of cash flow information:

  Interest paid                                                   $        --    $    38,675
                                                                  ===========    ===========
  Income tax paid                                                 $        --    $        --
                                                                  ===========    ===========
Non-cash investing and financing activities:

  Issuance of common stock for consulting fees                    $        --    $    25,250
                                                                  ===========    ===========
  Discount recorded related to warrants and beneficial
  conversion feature of convertible debentures                    $        --    $    84,721
                                                                  ===========    ===========
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                             ESSENTIAL REALITY, INC.

                     NOTES TO CONDENSED FINANCIAL STATEMENTS

                            MARCH 31 2004 (UNAUDITED)

1. BASIS OF PRESENTATION, ORGANIZATION AND OTHER MATTERS

The accompanying unaudited condensed financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of
America for interim financial information and pursuant to the rules and
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regulations of the Securities and Exchange Commission ("SEC"). Certain
information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the
United States of America have been omitted. These financial statements should be
read in conjunction with the financial statements and notes included in the
Company's Annual Report on Form 10 KSB for the year ended December 31, 2003. In
the opinion of management, all material adjustments, consisting of normal
recurring adjustments, considered necessary for a fair presentation have been
included in the accompanying unaudited condensed financial statements.

The results of operations for the interim periods are not necessarily indicative
of the results that maybe expected for the full year ending December 31, 2003.

NATURE OF BUSINESS

Essential Reality, LLC ("ER LLC" or the "Company") was formed as Freedom
Multimedia, LLC in the state of Delaware on July 9, 1998 and began active
operations on June 1, 1999. The Company changed its name to Essential Reality,
LLC ("ER, LLC") on December 29, 1999. On June 20, 2002, ER LLC completed a
business combination (recapitalization) with JPAL, Inc. ("JPAL"), a Nevada
Corporation (the "Transaction"). Whereby, all of the members of ER, LLC
contributed their membership interests in ER, LLC to JPAL in exchange for
16,874,784 shares of the JPAL's common stock. The shareholders of JPAL canceled
7,564,326 of their shares of JPAL common stock and were left with 1,080,934
shares of common stock representing 6.02% of JPAL. Upon the business
combination, ER LLC was dissolved and all of its assets and liabilities were
transferred into JPAL. Following the Transaction, JPAL changed its name to
Essential Reality, Inc.

On November 6, 2003 the Board of Directors passed a unanimous resolution to
discontinue the sales of the P5(TM) Unit, a virtual controller because of the
lack of capital and the ability to raise additional funds. It is the intension
to pursue the exchange of AllianceCorner Distributors Inc. a privately held
wholesale distributor of interactive video games and gaming products. On
February 5, 2004 the Company signed a binding term sheet outlining a proposed
exchange contingent on a number of factors.

BASIS OF PRESENTATION:

The accompanying financial statements have been prepared based on the Company
discontinuing its operations. All revenues and expenses related to the P5(TM)
have been included as discontinued operations on the statement of operations.
The Company sold the last of its inventory during the three months ended March
31, 2004. The Company is now being treated as a publicly traded shell.
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1. BASIS OF PRESENTATION, ORGANIZATION AND OTHER MATTERS

The accompanying financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America that
contemplate continuation of the Company as a going concern. However, the Company
has reported a net loss of $436,484 for the three months ended March 31, 2004,
and has an accumulated deficit of $20,365,112 at March 31, 2004 and the
Company's current liabilities exceeded its current assets by $5,888,263. Without
realization of additional capital, it would be unlikely for the Company to
continue as a going concern. This factor 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 the
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uncertainty.

STOCK BASED COMPENSATION

The Company has elected to follow Financial Accounting Standards Board Statement
No. 123 (Accounting for Stock-Based Compensation) and accordingly the Company
determined compensation costs based on the fair value at the grant date for its
stock options.

A schedule of activity with respect to the Company's stock option plans is as
follows:

                                                               Weighed
                                                Number         Average of
                                                of Shares      Exercise Price
                                                -----------    ---------------
Outstanding at December 31, 2003                    981,000    $          1.13
Granted Directors and Employees                          --                 --
Granted Advisors and Consultants                         --                 --
Exercised                                                --                 --
Forfeited                                          (288,000)              1.70
                                                -----------    ---------------
Options outstanding March 31, 2004                  693,000    $           .89
                                                ===========    ===============
Options exercisable at March 31, 2004               560,834    $           .91
                                                ===========    ===============

The following tables summarize information about stock options outstanding and
exercisable at March 31, 2004:

                                 Weighted            Outstanding
                                 Average             Options       Options            Exercisable
Range of         Number of       Remaining in        Weighted      Number             of Weighted
Exercise         Outstanding     Contractual Life    Average       Shares             Average
Prices           Options         in Year Exercise    Price         Exercisable        Exercise Price
-------------    -----------     ----------------    -----------   -----------        --------------

$.65 to $1.00        618,000           7.29          $       .67       495,994            $ .66
1.01 to $4.00         75,000           8.23                 2.67        64,840             2.83
                 -----------           ----          -----------   -----------            -----
                     693,000           7.39          $       .89       560,834            $ .91

2. SECURED CONVERTIBLE DEBENTURE:

As of March 31, 2004, the Company has defaulted on the debt. The debt is no
longer convertible as the conversion feature expired on the maturity date of the
notes.
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3. NOTES PAYABLE:

Notes payable as of March 31, 2004 is as follows:

    8 1/2% notes assumed during the transaction.
    All in default.                                               $1,717,070

Edgar Filing: ESSENTIAL REALITY INC - Form 10QSB

7



    8.0% unsecured convertible debenture.  Debt and
    convertibility feature have expired.                             107,500

    8.0% unsecured convertible debenture.  Discount
    remaining under EITF 00-27 related to warrants
    equals $142.                                                     105,858

    6.0% unsecured convertible debenture.  Beneficial
    conversion feature calculated and fully amortized.               310,715
                                                                 -----------
                                                                  $2,241,143
                                                                 ===========

4. WARRANTS:

The Company has 2,908,127 warrants outstanding and exercisable at an average
exercise price of $1.68 per share at March 31, 2004.

5. COMMITMENTS

BINDING TERM SHEET AND PRIVATE PLACEMENT

On February 6, 2004 the Company executed a binding term sheet (the "Term
Sheet"), which sets forth the preliminary terms and conditions of a proposed
exchange transaction between Essential and AllianceCorner Distributors, Inc
("Alliance" or "ACDI"). This Term Sheet supersedes and replaces the Letter of
Intent dated November 6, 2003. As proposed, the shareholders of Alliance would
exchange their shares of capital stock in Alliance for shares of common stock of
Essential.

Upon the closing of the exchange, as currently contemplated, the shareholders of
Alliance will own common stock representing approximately 49.36% of the
outstanding capital stock of the Company before dilution.

The consummation of the transaction is contingent on a number of factors,
including but not limited to, the completion of due diligence and the execution
of a definitive agreement. There can be no assurance that the exchange will be
consummated or, if consummated, that it will be consummated on the terms set
forth in the Term Sheet.

As part of the exchange, the Company is required to raise funds to complete the
transaction. The Company is therefore offering 1,174,486 shares of Series A
6% Convertible Non Redeemable Preferred Shares (the "Preferred Shares"), through
a private placement offering ("PPO"). Each Preferred Share shall entitle the
holder the right to receive seven hundred (700) shares of common stock of the
Company. The Preferred Shares shall convert automatically upon the effectiveness
of a certificate of amendment to the Company's Articles of Incorporation duly
filed with the Secretary of State of Nevada authorizing a sufficient number of
shares of common stock of the Company to enable the conversion of all Preferred
Shares to convert in to common stock of the Company. The Preferred Shares shall
pay a 6% payable in kind dividend until such time as the Company has enough
common shares to convert all the Preferred Shares being offered into common
stock of the Company. The Preferred Shares shall be entitled to vote one vote
per share on an as converted basis on all matters on which holders of the
Company's common stock are entitled to vote. If all shares are sold, the
approximate net proceeds to the Company would be $2,860,000.
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Certain investors in the stated PPO shall agree to grant to ACDI an irrevocable
proxy (the "Voting Proxy") with the power to vote any and all of the Company's
common stock held by such investors received directly in conjunction with the
PPO either through conversion of debt or the issuance of shares of preferred
stock of the Company. The Voting Proxy shall apply pro rata to such investors of
the voting stock of ESSR held by such investors outstanding at all relevant
times. The Voting Proxy shall remain in effect so long as such investors hold
any shares of ESSR voting stock received directly in conjunction with the
transactions contemplated herein and for the avoidance of doubt the Voting Proxy
shall apply only to such shares.

All securities issued pursuant to the exchange will be "restricted" stock and be
subject to all applicable re-sale restrictions specified by federal and state
securities laws.

The exchange shall include customary closing conditions including the following:
(i) consummation of all required definitive instruments and agreements,
including, but not limited to, the Exchange Agreement all in a form reasonably
satisfactory to the parties thereto; (ii) obtaining all necessary board and
third party consents, (iii) satisfactory completion by ESSR and ACDI of all
necessary technical and legal due diligence, (iv) receipt of the Voting Proxy.

There can be no assurance that the exchange will be consummated or, if
consummated, that it will be consummated on the terms set forth in the Term
Sheet.

The change in business conditions in the fourth quarter ended December 31, 2003
and the execution of the letter of intent resulted in the recognition of the
operations of the Company as relate to the P5(TM) as discontinued operations in
accordance with SFAS No. 144 and the sale of the entire inventory that was on
hand as of December 31, 2003 at a value of $6.00 per unit in the first quarter
of 2004.

On November 20, 2003 $225,000 was deposited in an escrow account with Counsel
to Alliance pursuant to the Letter of Intent dated November 6, 2003. Alliance
shall be entitled to draw on such funds to pay expenses for accounting, legal
and other expenses related to the binding term sheet noted above. As of March
31, 2004 the balance remaining is approximately $158,000.

If the transaction is terminated by any party for any reason, Alliance shall
direct the escrow agent to release to Essential Reality any remaining balance.

Alliance shall refund to Essential Reality any portion of the $225,000 that was
released from escrow if both of the following conditions have occurred:

      1.    After December 31, 2003 Alliance has withdrawn from the transaction
            due to any non-material adverse changes, and

      2.    Essential Reality has made securely funded arrangements to fund
            expenses that exceed the $225,000 deposited in escrow.

Pursuant to the Binding Term Sheet the Company signed an Investment Banking
Agreement with Sunrise Securities Corp. a registered broker/dealer with National
Association of Securities Dealers. Sunrise will use its "bests efforts" to raise
the money provided for in the PPO a minimum of $2,800,000 net proceeds under the
terms and conditions of the PPO. The Company will pay the Investment Banker a
$25,000 nonrefundable retainer fee and financing fees equal to 10% of the gross
proceeds of such financing payable to Sunrise in cash and warrants issued to
Sunrise to purchase on the same terms 10% of the securities in such financing.
Upon closing the Financing, the company shall pay Sunrise a financing fee

Edgar Filing: ESSENTIAL REALITY INC - Form 10QSB

9



payable in a form at the sole election of Sunrise of either (i) cash fee equal
to 10% of the gross proceeds or (ii) the Company shall issue the number of
shares of Common Stock equal to 11% of the aggregate number of fully diluted
and/or converted shares of Common Stock and/or Commmon Stock equivalents
(including but not limited to Units) purchased by Investors . In addition , the
Company shall issue warrants to purchase Common Stock equal to 10% of the
aggregate number of the fully diluted and or converted shares of Common Stock
equivalents. The warrants shall be purchased for a nominal sum and shall be
exercisable for a period five years from the date of closing with an exercise
price per share equal to the effective per share price paid by the Investors for
the securities. In the event the agreement is not renewed or terminated, Sunrise
will be entitled to a full fee for which discussions were conducted during the
term of the agreement by the Company or by Sunrise within twelve months. In
addition to the fees, Sunrise will be reimbursed for all reasonable fees and
disbursements of Sunrise outside counsel and Sunrise travel and out of pocket
expenses associated with the financing up to $25,000 without Company approval.
The Company shall also

                                     Page 9

reimburse the reasonable fees and disbursements of small business Investment
counsel, if any, incurred in connection with Financing not to exceed 1% of the
SBIC's allocation in such financing.

6. SUBSEQUENT EVENT:

On May 21, 2004, GE Capital, pursuant to an equipment lease dated October 4,
2002 for 60 months, filed with a collection agent to collect the full amount of
the lease in the amount of $21,340. This was due to the Company being behind in
its payments for 7 months starting November 1, 2003. The monthly payments in the
amount of $450 have been accrued in accounts payable for the payments that are
due. The Company has 30 days to respond before a judgment is filed.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

FORWARD-LOOKING STATEMENTS

The following discussion and analysis should be read in conjunction with the
unaudited condensed financial statements and related notes and other financial
information included in this Quarterly Report on Form 10-QSB. It is intended to
assist the reader in understanding and evaluating the financial position of the
Company. This report contains, in addition to historical information,
forward-looking statements that involve risks and uncertainties. Words such as
"may", "will"," should", "could", "expects", "plans", "intends", "anticipates",
"believes", "estimates", "potential", or "continue" or the negative of such
terms and other comparable terminology are intended to identify forward-looking
statements. The Company's actual results could differ materially from the
results discussed in the forward-looking statements. Risk factors that could
cause or contribute to such differences include those discussed in Essential
Reality, Inc.'s annual report on Form 10KSB for the year ended December 31,
2002, filed with the Securities and Exchange Commission.

                                    OVERVIEW
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On June 20, 2002, Essential Reality, LLC, a Delaware Limited Liability Company
("ER LLC"), completed a business combination with JPAL, Inc., a Nevada
corporation and an SEC registrant ("JPAL") pursuant to an Amended Contribution
Agreement between ER LLC and JPAL, whereby all of the members of ER LLC
contributed their membership interests in ER LLC to the Company in exchange for
an aggregate of 16,874,784 shares of the Company's common stock (the
"Transaction"). Concurrent with the Transaction, the shareholders of JPAL
canceled 7,564,326 of their shares of JPAL common stock and were left with
1,080,934 shares of common stock representing 6.02% of the Company. Following
the Transaction, JPAL changed its name to Essential Reality, Inc. (the
"Company") and ER LLC, a wholly owned subsidiary of the Company, was merged into
the Company.

The Transaction was accounted for as recapitalization of ER LLC. The management
of the ER LLC remained as the management of the Company. Since the Transaction
was accounted for as a recapitalization and not a business combination, no
goodwill has been recorded in connection with the Transaction and the costs
incurred in connection with the Transaction has been accounted for as a
reduction of additional paid-in capital. As a result of recapitalization (i) the
historical financial statements of the Company for periods prior to the date of
the Transaction are no longer the historical financial statements of JPAL, and,
therefore, JPAL's historical financial statements are no longer presented; (ii)
the historical financial statements of the Company for periods prior to the date
of the Transaction are those of ER LLC; (iii) all references to the financial
statements of the "Company" apply to the historical financial statements of ER
LLC prior to the Transaction and to the financial statements of the Company
subsequent to the Transaction; and (iv) any reference to the Company applies
solely to ER LLC and Essential Reality, Inc.

Essential Reality, LLC was organized in 1999 as a developer of real-time
tracking and sensory technologies. From its formation through the date of its
dissolution as a result of the business combination, it was involved in research
and development, marketing, entering into strategic relationships and hiring key
employees in connection with the final production, sale and distribution of the
P5(TM). The P5(TM), a virtual controller, is a glove-like peripheral device that
enables users to control the action on a screen through simple hand movements,
rather than complicated keystroke and mouse combinations. This product is based
on patented, and several patent-pending, technologies that address technological
limitations of current devices, such as the mouse, hand-held game controllers
and joysticks. The P5(TM) is engineered to capture five-finger bend sensitivity
enabling gesture recognition, combined with an optical tracking technology that
captures the movement of the hand in 3D space, without the use of a mouse,
joystick, keyboard or the like. For example, if a user is trying to open a door
while playing an adventure game, the P5(TM) allows the user to make the hand
motion of opening a door and see the door open simultaneously with the motion,
as opposed to the user pressing a button and seeing the door open immediately
thereafter. To date, the P5(TM) is the only product that we have developed and
marketed. Due to less than expected sales of the P5(TM), we changed our focus
and on November 6, 2003, the Board of Directors passed a unanimous resolution to
discontinue the operations of the P5(TM) Unit because of the lack of capital and
the inability to obtain additional financing. The operations were discontinued
in December 2003 and the inventory was sold during the first quarter of 2004.
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CRITICAL ACCOUNTING POLICIES

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

RESULTS OF OPERATIONS:

The unaudited financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America for
interim financial information. In our opinion, we have included all adjustments
(consisting only of normal recurring accruals) considered necessary for a fair
presentation.

Included in Discontinued Operations is the following:

Revenue. For the three months ended March 31, 2004, the Company recognized
product-related revenues in the amount of $112,884 as compared to $43,522 for
the three months ended March 31, 2003. The increase in our revenue resulted from
the liquidation of the inventory at $6.00 per unit.

Cost of Revenue. For the three months ended March 31, 2004, cost of revenue
totaled $117,594 compared to $102,415 cost of revenue for the three months ended
March 31, 2003. The increase was the result of liquidating the inventory and the
recapture of the inventory reserve.

Product development expense. For the three months ended March 31, 2004 product
development expense totaled $0 compared to $145,075 for the three months ended
March 31, 2003, respectively. The decrease of $145,075 compared to the three
months ended March 31, 2004 was primarily due to the completion of the
manufacturing of the P5TM product during 2002 and the discontinuing of
operations in 2003.
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Sales and marketing expense. For the three months end March 31, 2004 sales and
marketing expense totaled $25,000 compared to $260,268 for the three months
ended March 31, 2003. The decrease of $235,268, was primarily due to the
discontinuing of operations at the end of 2003.

Severance compensation for the three months ended March 31, 2004 of $0 compared
to $204,511 expenses for the three months ended March 31, 2003 is due to six
former employees. No payments have been made to date.

Included in operating expenses is the following:

General and administrative expenses. For the three months ended March 31, 2004
general and administrative expenses totaled $92,184, compared to $292,013 for
the three months March 31, 2003. The decrease of $199,829, compared to the three
months ended March 31, 2003 was primarily the result of discontinuing of
operations at the end of November 2003. Due to the discontinued operations there
was a decrease of $87,825 in salaries and benefits, decrease in consultants of
$33,500, and a decrease in professional fees of $124,823. Included in general
and administrative expenses are costs incurred of $0 for the three months ended
March 31, 2004 compared to $31,444 for the three months ended March 31, 2003
related to Business Development.com and Hymax Group, LLC. These companies are
related to certain members of LCG Capital Group. Such costs include consulting
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fees, employee salaries, occupancy, telephone and computer leases allocated to
the Company. In the case of employee salaries, costs are allocated to us based
on the time each employee conducts business specific to us. In the case of the
other expenses, costs are allocated based on a percentage of resources used by
us. In our opinion, allocated expenses incurred from related parties approximate
fair market value.

Stock based compensation for the three months ended March 31, 2004 totaled $0,
compared to $806,742 for the three months ended March 31, 2003. The non-cash
charge was related primarily to amortization of deferred compensation for stock
options and warrants issued to employees, directors, advisors and consultants
and stock and warrants issued to consultants for services rendered.

INCOME (EXPENSE) Interest income for the three months ended March 31, 2004
totaled $0 compared to $1,065 for the three months ended March 31, 2003. The
decrease of $1,065 was due to a decrease of available cash balances because if
the Company discontinuing operations.

Interest expense for the three months ended March 31, 2004 totaled $222,100
compared to $739,391 for the three months ended March 31, 2003. The decrease of
$517,291 related primarily to Notes Payable, accreted interest on warrants and
the convertible notes issued at the time of the merger and subsequent financing
during the three months ended March 31, 2003, described in "Liquidity and
Capital Resources" below.

LIQUIDITY AND CAPITAL RESOURCES

Since its inception through March 31, 2004 we had accumulated deficit of
$20,801,597 and expect to continue to incur losses for the foreseeable future.
We have financed our operations primarily through bridge loans and private
placements described in the overview.

For the three months ended March 31, 2004 net cash used in operating activities
decreased from $657,371 to $1,177 a net decrease of $656,193 as compared to the
three months ended September 30, 2002. The decrease in cash used in operating
activities was due to the Company's discontinuation of its operations related to
the development and sale of the P5(TM). Net cash and cash equivalents used in
operations for the three months ended March 31, 2004 consisted of net loss of
$436,484 less non cash items consisting of amortization of discount relating to
BCF of $155,358, imputed interest on conversion of debt instrument $785 and
increase in accounts payable of $32,685.
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Net cash used in investing activities for the three months ended March 31, 2004
decreased from $1,750 to $0 a net decrease of $1,750 as compared to the three
months ended March 31, 2004. The decrease primarily the result of the production
equipment purchased in 2003 when manufacturing started.

Net cash provided by financing activities for the three months ended March 31,
2004 decreased from $492,390 to $1,177 a net decrease of $491,213 as compared to
the three months ended March 31, 2003. The change was due to the Company Not
having any significant financing activities during the current period.

RISK FACTORS

Information contained in this Form 10-QSB contains "forward-looking statements."
An investment in our common stock involves a high degree of risk. You should
carefully consider the factors described below, in addition to those discussed
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elsewhere in this report, in analyzing an investment in our common stock. If any
of the risks described below materialize, our business, financial condition and
results of operations would likely suffer, the value of our common stock could
be adversely affected and you could lose all or part of the money you paid for
our common stock. In addition, the following factors could cause our actual
results to differ materially from those projected in our forward-looking
statements, whether made in this 10-QSB, our annual report on form 10-KSB,
future press releases SEC filings or orally, whether in presentations, responses
to questions or otherwise.

Unless otherwise described therein, or unless the context otherwise requires,
references to "the Company", "ER", "we", "our", "us", "it" or "its", refer to
the Company, together with its subsidiaries and affiliates, and their respective
predecessors.

CONSIDERATIONS AND RISKS RELATING TO OUR BUSINESS AND THE COMPANY

On November 6, 2003 the Board of Directors passed a unanimous resolution to
discontinue the sales of the P5(TM) Unit, a virtual controller because of the
lack of capital and the ability to raise additional funds. It is the intension
to pursue the exchange of AllianceCorner Distributors Inc. a privately held
wholesale distributor of interactive video games and gaming products. On
February 5, 2004 the Company signed a binding term sheet outlining a proposed
exchange contingent on a number of factors.
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Fluctuations in operating results may affect our stock price.

Our operating results may fluctuate significantly in the future as a result of a
variety of factors, many of which are outside our control. These factors
include: (i) the amount and timing of capital expenditures and other costs
relating to the implementation of our business plan, including acquisitions of,
and investments in, competing or complementary companies or technologies; (ii)
our introduction of new products or services or by our competitors; (iii) (iii)
regulatory changes; and (vi) general economic conditions and economic conditions
specific to the industry in which we operate. As a strategic response to changes
in the competitive environment, we may from time to time make certain pricing,
service, or marketing decisions or acquisitions that could have a material
adverse effect on our business, prospects, financial condition, and results of
operations.

We do not expect to pay cash dividends in the foreseeable future.

We have not paid dividends or other distributions and do not intend to pay cash
dividends or other cash distributions for the foreseeable future. In addition,
we may enter into agreements with lenders or other financing parties that
restrict or prohibit the payment of dividends or other distributions.
Accordingly, no assurance can be given that we will pay any dividend or other
distributions to the holders of our capital stock.
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No active trading market for our common stock currently exists, and we cannot
assure potential investors that a larger market will ever develop or be
maintained. The market for our common stock is likely to be volatile and many
factors may affect the market. These include, for example:
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our success, or lack of success, in marketing our products and services;

competition;

governmental regulations; and

fluctuations in operating results.

The stock markets generally have experienced, and will probably continue to
experience, extreme price and volume fluctuations, which have affected the
market price of the shares of many small capital companies. These fluctuations
have often been unrelated to the companies' operating results. These broad
market fluctuations, as well as general economic and political conditions, may
decrease the market price of our' common stock in any market that develops.

Our common stock is considered to be "penny stock".

Our common stock may be deemed to be "penny stock" as that term is defined in
Rule 3a51-1 promulgated under the Exchange Act. Penny stocks are stocks:

with a price of less than $5.00 per share;

that are not traded on a "recognized" national exchange;

whose prices are not quoted on the NASDAQ automated quotation system; or

in issuers with net tangible assets less than $2,000,000 (if the issuer has been
in continuous operation for at least three years) or $5,000,000 (if in
continuous operation for less than three years), or with average revenues of
less than $6,000,000 for the last three years.

Section 15(g) of the Exchange Act and Rule 15g-2 promulgated thereunder require
broker-dealers dealing in penny stocks to provide potential investors with a
document disclosing the risks of penny stocks and to obtain a manually signed
and dated written receipt of the document before effecting any transaction in a
"penny stock" for the investor's account. We urge potential investors to obtain
and read this disclosure carefully before purchasing any shares that are deemed
to be "penny stock."

Rule 15g-9 promulgated under the Exchange Act requires broker-dealers in penny
stocks to approve the account of any investor for transactions in such stocks
before selling any "penny stock" to that investor. This procedure requires the
broker-dealer to:

obtain from the investor information about his or her financial situation,
investment experience and investment objectives;

reasonably determine, based on that information, that transactions in penny
stocks are suitable for the investor and that the investor has enough knowledge
and experience to be able to evaluate the risks of "penny stock" transactions;

provide the investor with a written statement setting forth the basis on which
the broker-dealer made his or her determination; and receive a signed and dated
copy of the statement from the investor, confirming that it accurately reflects
the investor's financial situation, investment experience and investment
objectives.
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Compliance with these requirements may make it harder for investors in our
Common Stock to resell their shares to third parties. Accordingly, our common
stock should only be purchased by investors, who understand that such investment
is a long-term and illiquid investment, and are capable of and prepared to bear
the risk of holding the common stock for an indefinite period of time.

FORWARD LOOKING STATEMENTS

The foregoing Management's Discussion and Analysis includes "forward looking
statements" within the meaning of Rule 175 under the Securities Act of 1933, as
amended, and Rule 3b-6 under the Securities Act of 1934, as amended, including
statements regarding, among other items, the Registrant's business strategies,
continued growth in the Registrant's markets, projections, and anticipated
trends in the Registrant's business and the industry in which it operates. The
words "believe," "expect," "anticipate," "intends," "forecast," "project," and
similar expressions identify forward-looking statements. These forward- looking
statements are based largely on the Registrant's expectations and are subject to
a number of risks and uncertainties that are beyond the Registrant's control.
The Registrant cautions that these statements are further qualified by important
factors that could cause actual results to differ materially from those in the
forward looking statements, including, among others, the following: reduced or
lack of increase in demand for the Registrant's products or services,
competitive pricing pressures and changes in the level of expenses incurred in
the Registrant's operations. In light of these risks and uncertainties, there
can be no assurance that the forward-looking information contained in this
document will in fact transpire or prove to be accurate. The Registrant
disclaims any intent or obligation to update "forward looking statements."

ITEM 3. CONTROLS AND PROCEDURES

As required by Rule 13a-15 under the Exchange Act, as of the end of the period
covered by this report, the Company carried out an evaluation of the
effectiveness of the design and operation of the Company's disclosure controls
and procedures. This evaluation was carried out under the supervision and with
the participation of the Company's management including acting Chief Financial
Officer. Based upon that evaluation and acting Chief Financial Officer concluded
that the Company's disclosure controls and procedures are effective. There have
been no significant changes in the Company's internal controls or in other
factors that could significantly affect internal controls subsequent to the date
the Company carried out its evaluation.

Disclosure controls and procedures are controls and other procedures that are
designed to ensure that information required to be disclosed in Company reports
filed or submitted under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the Securities and Exchange
Commission's rules and forms. Disclosure controls and procedures include
controls and procedures designed to ensure that information required to be
disclosed in Company reports filed under the Exchange Act is accumulated and
communicated to management and acting Chief Financial Officer as appropriate, to
allow timely decisions regarding required disclosure.

CRITICAL ACCOUNTING POLICIES

The U.S. Securities and Exchange Commission ("SEC") recently issued Financial
Reporting Release No. 60, "CAUTIONARY ADVICE REGARDING DISCLOSURE ABOUT CRITICAL
ACCOUNTING POLICIES" ("FRR 60"); suggesting companies provide additional
disclosure and commentary on their most critical accounting policies. In FRR 60,
the SEC defined the most critical accounting policies as the ones that are most
important to the portrayal of a company's financial condition and operating
results, and require management to make its most difficult and subjective
judgments, often as a result of the need to make estimates of matters that are
inherently uncertain. Based on this definition, our most critical accounting
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policies include: inventory valuation, which affects our cost of sales and gross
margin; and allowance for doubtful, which affects the general and administrative
expenses. The methods, estimates and judgments we use in applying these most
critical accounting policies have a significant impact on the results we report
in our consolidated financial statements.
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                          PART II -- OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

On November 21, 2002, a complaint was filed by MC Squared in United States
District Court for the Southern District of New York against us, Humbert Powell,
Chairman of the Board of Directors, Steven Francesco, ex-Chief Executive
Officer, David Devor, an officer and Brian Jedwab, a member of the Board of
Directors, alleging breach of a development agreement between us (originally
Essential Reality, LLC) and MC Squared. Specifically, the complaint alleges a
failure by us to provide a design credit to MC Squared on the packaging for the
P5(TM). The complaint seeks specific performance and a recall of all P5(TM)
products shipped to date without the design credits on the packaging. We have
submitted an answer with counterclaims and have made a motion to dismiss this
complaint. On October 15, 2003 the case was settled for $53,643 payable as
follows: $3,643 in full payment for royalties due as of July 30, 2003 and
$50,000 for "Non-Royalty Settlement" payable in consecutively monthly
installments of $2,000 commencing November 15, 2003. The Company may prepay the
outstanding balance within 4 months and deduct 25% or within 8 months and deduct
20%. The Company paid only $10,000 in 2003 and included in accounts payable and
accrued expenses is $43,643 at March 31, 2004.

On January 21, 2003 a complaint was filed by RDA International, Inc. in the
Supreme Court of the State of New York against us seeking payment of $235,078
for work, labor and services performed in connection with advertising, marketing
and multimedia programs for the P5(TM). This amount has been accrued at December
31, 2002.

On February 28, 2003, a complaint was filed by Aaron Gavios, a former employee
of ours, in The United States District Court for the Southern District of New
York against us, Humbert Powell, Chairman of our Board of Directors and Brian
Jedwab, a member of our Board of Directors, alleging breach of a contract.
Specifically, the complaint alleges failure to provide for severance pay,
failure to provide stock options and failure to reimburse for automobile lease
totaling $120,000, plus interest and legal fees. The Company has accrued $50,000
as of March 31, 2004 for severance to this former employee as this is the
amount the Company believes is actually owed.

On April 16, 2003, a complaint was filed by Ziff Davis Media, Inc. in the
Supreme Court of the State of New York against the Company (originally, ER, LLC)
seeking payment of $27,443 for print advertising for the P5(TM). On July 3, 2003
the case was settled for $10,000 payable in 4 installments as follows: $4,000
due July 10, 2003, and the balance of $6,000 in 3 equal installments of $2,000
each payable August 10, September 10, and October 10, 2003. The full amount was
paid as of December 31, 2003.

On October 10, 2003 a complaint was filed by the Future Network USA f/k/a/
Imagine Media Inc in the Supreme Court of the State of New York, County of New
York against Essential Reality, LLC seeking payment of $33,405 plus interest and
legal fees for advertising in one of their magazines. The full amount is
included in accounts payable and accrued expenses at March 31, 2004 as no
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payments have been made.

On December 4, 2003 a complaint was filed by the CIT Communications Finance
Corporation d/b/a/ Avaya Financial Services in the Supreme Court of the State of
New York, County of New York against Essential Reality, Inc seeking payment of
$38,084 plus interest and legal fees for default in paying the Phone Equipment
Lease Agreement dated January 7, 2002. The full amount is included in accounts
payable and accrued expenses as of March 31, 2004 as no payments have been made.

On January 26, 2004 a compliant was filed by Empire Inter - Freight Corp. in the
Civil Court of the City of New York, County of New York against Essential
Reality, Inc. seeking payment of $12,419 plus interest and legal fees for
default in paying for freight services in December 19 , 2002. The case was
settled for $4,000 in May 2004 and is included in accounts payable and accrued
expenses at March 31, 2004.

         On February 5, 2004 a complaint was filed by the UBI Soft Entertainment
in the Supreme Court of the State of New York, County of Nassau against
Essential Reality, LLC seeking payment of $93,750 plus interest and legal fees
for services and materials.
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The full amount is included in accounts payable and accrued expenses as of
December 31, 2003 as no payments have been made.

On April 2, 2004 CCH Incorporated filed a Restraining Notice with the Company's
bank HSBC for one year. They are seeking payment of $6,639 for services rendered
in 2003 and 2002. This amount has been accrued as of December 31, 2003.

   On May 21, 2004, GE Capital, pursuant to an equipment lease dated October 4,
2002, filed with a collection agent to collect the full amount of the lease
payments totallingin the amount of $21,340. The Company has 30 days to respond
before a judgment is filed.

Except for the complaint filed by Aaron Gavios, for which we believe we owe
$50,000, and for the claims which have been fully adjudicated or settled, we
believe we have valid defenses to these claims that have not been settled as
noted above and intend to vigorously defend ourselves; however, there can be no
assurance that we will be successful. The costs associated with these
litigations, including the time required to defend ourselves, as well as the
potential cost should there be an adverse judgment against us, may have a
material adverse effect on our financial condition and results of operation.

ITEM 2. CHANGES IN SECURITIES.

On March 10, 2003, the Company entered into an Investment banking/Advisory
Agreement with First Securities USA, Inc. through its SBI USA division engaging
SBI as exclusive advisor and agreed to pay the Investment Banker a retainer of
25,000 shares of common stock of the Company.

On March 12, 2003, the Company sold 100,000 shares of common stock to a private
investor for $1.00 per share totaling $100,000.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

The Company has defaulted in payments of the principal and accrued interest on
notes payable totaling $1,717,070 issued as result of the Recapitalization with
"JPAL" and additional notes payable totaling $180,500 issued during 2003.
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Secured convertible debentures totaling $1,000,000 issued with 8% Secured Notes
are also in default.

ITEM 4. SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS.

Not applicable.

ITEM 5. OTHER INFORMATION.

On January 9, 2003, Stanley Friedman, Vice president of Manufacturing was
terminated. The Company will pay severance to Mr. Friedman in the amount of
$37,500. The payment is contingent upon the Company obtaining one million in
financing excluding bridge loans by June 30, 2003. The Company executed a
confession of judgment to be filed if the severance payment is not made by June
30, 2003. No payment has been made to date. In addition, Mr. Friedman had until
January 9, 2004 to exercise stock options with an exercise price of $.75 per
share for 85,666 shares of the Company's common stock, which have already
vested. The options have been forfeited. The Company paid the first months Cobra
for January 2003.

On January 10, 2003, Aaron Gavios, Vice president of Sales was terminated. The
Company agreed to pay severance to Mr. Gavios in the amount of $50,000. The
payment is to be paid in equal installments contingent upon the Company
obtaining three million in financing excluding bridge loans. In the event that
the company fails to make any payments after receiving financing, then the
unpaid severance shall become immediately due and payable. In addition, Mr.
Gavios had until January 10, 2004 to exercise stock options for 43,000 shares of
the Company's common stock with an exercise of $1.04 per share, which have
already vested. The options have been forfeited. The contract was not signed and
is in litigation.
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On December 23, 2003 Reuben Levine, President and Chief Operating officer
resigned.

On February 6, 2003 Steven T. Francesco chief executive officer, was terminated.
The amount of severance to Mr. Francesco in the amount of $41,010 was contingent
upon the Company obtaining financing in the amount of two million dollars
excluding bridge loans. The Company paid for the insurance coverage for two
months and issued a five-year warrant to purchase 250,000 shares of the
Company's common stock at an exercise price of $.75 with Mr. Francesco. It is
the intent of the Company to enter into a written agreement with Mr. Francesco
in the near future.

On February 24, 2003, Richard Rubin, Vice president of Product Development was
terminated. The Company will pay severance to Mr. Rubin in the amount of
$47,500. The payment is contingent upon the Company obtaining financing on the
amount of two million dollars not including bridge loans. In addition, Mr. Rubin
has until February 24, 2005 to exercise stock options with an exercise price of
$.80 per share for 33,000 shares of the Company's common stock which have
already vested. If he fails to exercise, the options will be forfeited. No
options were exercised.

On April 7, 2003, Martin Currie, Vice President of marketing was terminated. As
noted in the employment agreement, Mr. Currie is eligible to receive $25,000 as
severance. In addition, Mr. Currie has until April 7, 2004 to exercise stock
options with an exercise price of $0.90 per share for 20,000 shares of the
Company's common stock, which have already vested. The options were forfeited as
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of March 31, 2004. No agreement has been signed to date.

On July 31, 2003, the Company settled with a former consultant for $20,000
payable as follows: $5,000 payable no later than August 30, 2003, $5,000 payable
no later than December 12, 2003 and the final payment of $10,000 payable no
later than January 30, 2004. The liability has been paid in full as of March 31,
2004

February 6, 2004 - The Company announced that it has executed a binding term
sheet, which sets forth the preliminary terms and conditions of a proposed
exchange transaction between Essential and AllianceCorner Distributors Inc.
("Alliance"). This Term Sheet supersedes and replaces the Letter of Intent dated
November 6, 2003. As proposed, the shareholders of Alliance would exchange their
shares of capital stock in Alliance for shares of common stock of Essential.

The consummation of the transaction is contingent on a number of factors,
including but not limited to, the completion of due diligence and the execution
of a definitive agreement. There can be no assurance that the exchange will be
consummated or, if consummated, that it will be consummated on the terms set
forth in the Term Sheet.

On November 20, 2003 $225,000 was deposited in the escrow account with Counsel
to Alliance. Alliance shall be entitled to draw on such funds to pay expenses
for accounting, legal and other expenses related to the exchange.

If any party for any reason terminates the transaction, Alliance shall direct
the escrow agent to release to Essential Reality any remaining balance.
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Alliance shall also refund to Essential Reality any portion of the $225,000 that
was released form escrow if both the following conditions have occurred:

After December 31, 2003 Alliance has withdrawn from the transaction due to any
non-material adverse changes, and

Essential reality has made securely funded arrangements to fund Expenses that
exceed the $225,000 deposited in escrow.

Pursuant to the Binding Term Sheet the Company signed an Investment Banking
Agreement with Sunrise Securities Corp. a registered broker/dealer with National
Association of Securities Dealers. Sunrise will use its "best effort" to raise
the money provided for in the PPO a minimum of $2,500,000 million under the
terms and conditions of the PPO. We will pay the Investment Banker $25,000
nonrefundable retainer fee and financing fees equal to 10% of the gross proceeds
of such financing payable to Sunrise in cash and warrants issued to Sunrise to
purchase on the same terms 10% of the securities in such financing. Upon closing
the of each Financing, the company shall pay Sunrise a financing fee payable in
a form at the sole election of Sunrise of either (i) cash fee equal to 10% of
the gross proceeds or (ii) the Company shall issue the number of shares of
Common Stock equal to 11% of the aggregate number of fully diluted and/or
converted shares of Common Stock and/or Common Stock equivalents (including but
not limited to Units) purchased by Investors. In addition, the Company shall
issue warrants to purchase Common Stock equal to 10% of the aggregate number of
the fully diluted and or converted shares of Common Stock equivalents. The
warrants shall be purchased for a nominal sum and shall be exercisable for a
period five years from the date of closing with an exercise price per share
equal to the effective per share price paid by the Investors for the Securities.
In the event the agreement is not renewed or terminated, Sunrise will be
entitled to a full fee for which discussions were conducted during the term of
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the agreement by the Company or by Sunrise within twelve months. In addition to
the fees, Sunrise will be reimbursed for all reasonable fees and disbursements
of Sunrise outside counsel and Sunrise travel and out of pocket expenses
associated with the financing up to $25,000 without Company approval. The
Company shall also reimburse the reasonable fees and disbursements of small
business investment counsel, if any, incurred in connection with Financing not
to exceed 1% of the SBIC's allocation in such financing.

The Company has a signed retainer agreement with Gottlieb & Partners, LLP as its
special counsel for drafting and filing all required regulatory documents
pursuant to the terms and conditions set forth in the Binding Term Sheet dated
January 2004. The Company agrees to pay a flat fee for legal services in the
amount of $60,000 to be payable at the closing from the escrow of the Private
Placement Offering.

The Company has retained Jackson Steinem, Inc. for non-legal services in
connection with the Company's proposed reorganization transaction. The Company
agrees to deliver after the closing 30,000 shares of the Company's Common Stock
as compensation for services rendered.
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ITEM 6. EXHIBITS AND REPORTS ON FORM 10-QSB.

(a) Exhibits.

EXHIBIT INDEX

NUMBER        DESCRIPTION
---------     -----------

3.1      Amended and Restated Articles of Incorporation of the Registrant.
         Incorporated herein by reference from Exhibit 3.1 to the Registrant's
         Registration Statement on Form SB-2 filed on August 18, 2000 ("2000
         SB-2").

3.2      Amendment to Articles of Incorporation filed June 20, 2002 with the
         State of Nevada. Incorporated herein by reference from Exhibit 3.2 to
         the Registrant's Registration Statement on Form SB-2 filed on July 19,
         2002 ("2002 SB-2").

3.3      Amendment to Articles of Incorporation filed June 21, 2002 with the
         State of Nevada. I incorporated herein by reference from Exhibit 3.3 to
         the 2002 SB-2.

3.4      Bylaws of the Registrant. Incorporated herein by reference from Exhibit
         3.2 to the 2000 SB-2.

10.1*    Letter Agreement dated as of February 5, 2004 between Essential
         Reality, Inc. and Jackson Steinem, Inc.

10.2*    Retainer Agreement, dated as of February 5, 2004 between Essential
         Reality Inc. and Gottbetter & Partners, LLP

11.      Statement re Computation of Per Share Earnings.**

31.1*    Certification of Chief Executive Officer Pursuant to Section 906 of the
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         Sarbanes-Oxley Act of 2002.

31.2*    Certification of Chief Financial Officer Pursuant to Section 906 of the
         Sarbanes-Oxley Act of 2002.

32.1*    Certification of Chief Financial Officer Pursuant to Section 302 of the
         Sarbanes-Oxley Act of 2002.

32.2*    Certification of Chief Financial Officer Pursuant to Section 302 of the
         Sarbanes-Oxley Act of 2002.

--------------
*        Filed herewith.
**       Information required to be presented in Exhibit 11 is now provided in
the Condensed Statements of Operations on Page 4 of the financial statements.

(b) Reports on Form 8-K.

None

                                   SIGNATURES

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

Essential Reality, Inc., a Nevada corporation

                                  (Registrant)

Date: June 29, 2004

                        By:  /s/ John Gentile,
                        ----------------------------------
                        Its: Interim Officer
                             Chief Operating officer and Director
                             (Principal Executive Officer)
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