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Opexa Therapeutics, Inc.

7,113,720 Shares of Common Stock

This prospectus relates to the sale or dispositmm time to time by the selling stockholders narhedein and their transferees of up to 7,113,720eshof our commc
stock, or interests therein, including 4,600,00@rek of common stock previously issued and 2,5D3sHares of common stock issuable upon the exeofis®mmon stoc
purchase warrants.

Shares of our common stock are traded on the NASD Bulletin Board under the symbol “OPXA.OBOn June 19, 2006, the last reported sales pricedflbocommo
stock on the OTC Bulletin Board was $9.00 per share

We will not receive any proceeds from the saleha&f shares of our common stock covered by this paigp. We will, however, receive the proceeds of east
exercise of the common stock purchase warrants.

Investing in our common stock involves a high degeeof risk. You should read carefully this entire pospectus, including the section captioned “Risk Faéors”
beginning on page 3, before making a decision to pthase our stock.

Neither the Securities and Exchange Commission naany state securities commission has approved or digproved of these securities or passed upon |
accuracy or adequacy of this prospectus. Any represtation to the contrary is a criminal offense.

The date of this prospectus is June 29, 2006.
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You should rely only on the information contained n this prospectus. We have not authorized anyone forovide you with information that is different. This
prospectus may only be used where it is legal tolsthese shares of our common stock. The informatiin this prospectus may only be accurate as of theate of this
prospectus.

This prospectus provides you with a general descripn of the shares of our common stock that the delg stockholders may offer. Each time a sellin
stockholder sells shares of our common stock, theling stockholder is required to provide you witha prospectus containing specific information abouthe selling
stockholder and the terms of the shares of our comam stock being offered to you.

This prospectus is part of a registration statementhat we filed with the Securities and Exchange Comission for a continuous offering. Under this prospctus
the selling stockholders may, from time to time, dkeor otherwise dispose of the shares of our commastock described in this prospectus, or interestderein, in one ol
more offerings. This prospectus may be supplementefiom time to time to add, update or change informéon in this prospectus. Any statement contained irthis
prospectus will be deemed to be modified or superded for the purposesof this prospectus to the extent that a statemenbatained in a prospectus supplement modifit
such statement. Any statement so modified will beemed to constitute a part of this prospectus onlgs so modified, and any statement so modified witle deemed t
constitute a part of this prospectus.

The registration statement containing this prospeats, including the exhibits to the registration statment, provides additional information about us, tle selling
stockholders and the shares of our common stock cered by this prospectus. The registration statemenincluding the exhibits, can be read on the SEC wisite or at the
SEC offices mentioned under the heading “Where YoC€an Find More Information.”




PROSPECTUS SUMMARY

The following summary highlights selected inform@atfrom this prospectus and does not contain athefinformation that you should consider beforeesting in ou
common stock. This prospectus contains informategarding our businesses and detailed financiabiinfation. You should carefully read this entire gpectus, including ti
historical financial statements and related notesfore making an investment decision.

" o«

In this prospectus, “Opexa Therapeutics, Inc.,” thompany,” “we,” “us” or “our” refer to “ Opexa Therapeutics, Inc., a Texas corporation, asdubsidiaries
except where otherwise indicated or required bytesin On June 19, 2006 we changed our name fromnRdarontiers Corp. to Opexa Therapeutics, Inc.

On June 15, 2006 we completed a 140rreverse split of our common stock. Except wipesifically indicated all references to a numbéisbares herein or p
share amounts reflect the split.

Our Business

We are a biopharmaceutical company engaged in dgveg autologous personalized cell therapies. @ategy is to develop and commercialize cell thexgpo tree
several major diseases including multiple sclerasasdiovascular diseases, and diabetes. We haggdumsive license from Baylor College of Mediciwean individualized T ce
therapy that is in FDA Phase I/l human dose rag@iimical trials to evaluate its safety and effeehess in treating multiple sclerosis. We haveseiusive worldwide license f
the intellectual property rights and research tesof an autologous T cell vaccine for rheumataithritis from the Shanghai Institutes for Biologdicciences (SIBS), Chine
Academy of Sciences of the People's Republic oh&hive also have an exclusive license to a steiteinology in which adult pluripotent stem cedlee derived fror
monocytes obtained from the patient’s own blood. &kéeinitially pursuing indications in heart fakuand Type | diabetes with our stem cell therapy.

Autologous therapies use cells or other materrais fthe patiens own body to create treatments for the patient fireventing rejection complications that resuier
“foreign” or “non-self” cells are introduced into a patient. Cellular tipgga are expected to play a large role in the treat and cure of a broad spectrum of human dis¢
According to independent market researchers, eglthkerapies along with their related technologsesh as diagnostics and blood banking, may exgaedillion by 2010.

Our multiple sclerosis cell therapy, Tovaxin™, igrently in Phase I/l studies. Tovaxin™ consiststmdified autoreactive T cells. Multiple sclerosssa result of
person’s own T cells attacking the myelin sheatit #toats the nerve cells of the central nervousesysThese T cells, that attack a persoown body, are referred to
“autoreactive™T cells. In our treatment the T cells are takemfrihe patient, modified and returned to the pati€ht modified T cells cause an immune responstid at th
autoreactive T cells in the patiesthody. This immune response reduces the levaltof@active T cells and potentially allows the niysheath to be repaired. In addition, we
evaluating whether this technology will allow usdiagnose multiple sclerosis and determine theritgwaf the disease through an analysis of thellefautoreactive T cells in
patient’s blood.

Two clinical studies of Tovaxin™ have reached catimilestones:

« The dose escalation study was designed for patieitiisrelapsing-remitting or secondapyegressive MS, intolerant of, or having failedrremt therapy. Bloc
was obtained from each patient from which T cedlactive to two peptides each of three proteins (MBEP, and MOG) were expanded ex vivo and prepase
trivalent formulation of MRTCs. The MRTCs were attiated by Cesium137 irradiation prior to patiemseiving subcutaneous injections of eithed Gillion
cells (Dose 1) or 3@5 million cells (Dose 2) at weeks 0, 4, 12 andM&TC frequencies were performed at baseline areka/&, 13, 21, 28 and 52. Patients \
evaluated for changes in EDSS, MSIS and exacerizmtio




Tovaxin is a patient-specific therapeutic vaccioatstrategy for MS patients. To formulate Tovaxieell vaccine, the patient's own myelin peptgpecific activated
cell lines are harvested and attenuated on theftiegccine administration.

The study's results demonstrated that MRTCs inp#vgheral blood were depleted in a dose dependenner and analyses showed reductions in all types o
MRTCs at all follow-up visits. All patients in theose 2 group had a 100% reduction in MRTC counthatweek five followup visit. Percentage reductions w
greater in the Dose 2 group than in the Dose 1medevery followup visit. Correlation between the reduction in @ieRTC frequencies and the physical compo
of the MSIS (p=0.0086) was strong. There was adtterimproved EDSS (p=0.0561). The annual relapte (ARR) for the patients prior two years befdrerapy wa
1.28 and following therapy the ARR was 0.10 (92cpet reduction) adjusted for the number of monththe study. The treatment appears to be safe afidolerate:
with minimal adverse events and no dose-limitingdibies.

« Phase l/ll extension study: The analysis of datademn(10) patients that have been enrolled in as®thédl open-label extension study of Tovaxin(TMJCEIl
vaccine in worsening multiple sclerosis indicatest tthe treatment is safe and wellerated. Adverse events were mild or moderatseierity. None of the t
patients reported an MS exacerbation while on stAdwlysis of myelin-reactive Eell (MRTC) counts showed a percentage reductiomfbaseline at 3, 6, an
months, for all three types of MRTC, as well as Tlgal MRTC. Reductions in disease assessment itifgadrores were observed at all followp visits. N
therapy induced lesions were observed on week 52sM& three patients. These results suggestMREC vaccination is safe and well tolerated and alsgge:
that MRTC vaccination reduces MRTC counts, as a@lEDSS and MSIS scores.

In October 2005, the FDA approved the protocoldor Phase 1lb clinical trial of Tovaxin. We intetaenroll the first patient in this pivotal Phase in the first half o
2006.

Our Rheumatoid Arthritis (RA) T-cell vaccination W) technology is conceptually similar to TovaxiRA is an autoimmune T-cefhediated disease in wh
Pathogenic Teells trigger an inflammatory autoimmune responfséhe synovial joints of the wrists, shoulders, &agankles and feet which causes pain, stiffness,saelling
around the joints. Our RA TCV technology allows thelation of these pathogenic T-cells from synbflisid drawn from a patient. We expand and modtigse Teells in ou
laboratory. The modified T-cells are injected suboeously into patients thereby inducing an immueesponse directed at the Pathogenic T-cells inp#teents body. Thi
immune response reduces the level of Pathogewiell$-and potentially allows the reduction of jogwtelling in RA patients. Human trials that havemeonducted in China sh
minimal side-effects and promising efficacy meaduas a reduction of joint swelling following thec&} vaccination.

Our stem cell technology allows us to create apluitipotent stem cells from monocytes isolated fiolmod drawn from the patient. We believe that ¢hstem cells,
successfully developed, may provide the basis lierdpies to treat a variety of diseases and comgitiWe anticipate that our stem cell technologll have a significar
competitive advantage over many of the other stelintechnologies. The peripheral blood monocytegduby our technology to produce stem cells, hheeatlvantage of bei
relatively abundant and easy and cost effectivebtain. Our technology does not have the collectind storage difficulties presented by umbilicaldcblood or the controvers
ethical and regulatory issues associated with earicystem cells. In addition, our technology isslesfficult and less risky than collecting adulérst cells from tissues such
bone marrow, spinal fluid or adipose (fat) tisskerthermore, our stem cells are pluripotent, wheradult stem cells used in competitive technologies not likely to b
pluripotent.




Our stem cell technology will also avoid rejectimsues because it is autologous (“selThis is as opposed to the embryonic, umbilical, aathe adult stem ¢
technologies, which in some cases must be taken @mee individual and given to another. Further,heéeve our stem cell therapies will be regulate@atologous “manipulated”
non-homologous use cell therapies. Thus, we usé @ven stem cells, and we therefore do not expeartcounter the same significant iiical and clinical developme
regulatory hurdles that embryonic, umbilical, andhe adult stem cells therapies are expected to face

Initially we are conducting prelinical research to develop stem cell therapiesaat Type | diabetes and heart failure. We belithat with our stem cell technolc
plus our additional technology related to the défgiation of stem cells into islet cells, we Wik able to create insulin producing islet cellswagt from the patiens own blooc
We are currently conducting laboratory researchad to move expeditiously through prknical development of our diabetes stem celldpgrand, if successful, initiate hun
testing in 2006.

Recent Developments

On June 19, 2006 we amended our Articles of Inm@fon in order to effect a 1-fd@ reverse stock spilt that did not reduce the remalh shares of common stock
are authorized to issue, but increased the paevatun $0.05 per share to $0.50 per share.

Also on June 19, 2006 we effected a name change frharmaFrontiers Corp.” to “Opexa Therapeutios,

At our annual meeting on June 15, 2006 the shadem®lapproved an amendment of the Company’s Jubk @0mpensatory Stock Option Plan (“Platd)i) increas
the aggregate number of shares of common stocloaz¢h for issuance under the Plan from 300,000esht 1,200,000 shares, and ii) increase thedtroit on Performan:
Awards to be issued in any fiscal year pursua@dotion 5(d) of the Plan from 10,000 shares of comstock to 50,000 shares of common stock.

Our Executive Offices

Our principal executive and administrative offieifity is located in The Woodlands, Texas at 26B5Crescent Ridge Drive, The Woodlands, Texas 77881 ou
telephone number is (281) 272-9331. We maintairebsite at www.opextherapeutics.com, however the information on oubsite is not part of this prospectus, and you i
rely only on information contained in this prospectvhen making a decision as to whether or naitest in shares of our common stock.
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RISK FACTORS

The shares offered hereby have not been approvetisapproved by the SEC or the securities reguiatuthority of any state, nor has any such regulatoody
reviewed this prospectus for accuracy or compleien&he shares offered hereby are speculativeviewan unusually high degree of risk and should/dyé purchased by thc
who can afford to lose their entire investment.réfare, prospective investors should carefully édesthe following risk factors before purchasitgtshares offered hereby.

The following factors affect our business and tigtustry in which we operate. The risks and uncetites described below are not the only ones thafawe. Additione
risks and uncertainties not presently known or #hatcurrently consider immaterial may also havadwerse effect on our business. If any of the matiiscussed in the followil
risk factors were to occur, our business, financtaidition, results of operations, cash flows, @spects could be materially adversely affected.

Risks Related to Our Business
Our business is at an early stage of development.

Our business is at an early stage of developmeatd@vnot have any products in latge clinical trials or on the market. We ard Btithe early stages of identifyi
and conducting research on potential products. ©@nky of our products has progressed to the stadgeinf) studied in human clinical trials. Our potehproducts will requir
significant research and development and preclirsind clinical testing prior to regulatory approwalthe United States and other countries. We natybe able to develop a
products, to obtain regulatory approvals, to ewtrical trials for any of our product candidates,to commercialize any products. Our product cdatis may prove to he
undesirable and unintended side effects or otharacieristics adversely affecting their safetyicaffy or costeffectiveness that could prevent or limit their .usay product usin
any of our technology may fail to provide the irded therapeutic benefits, or achieve therapeutietits equal to or better than the standard ofitneat at the time of testing
production.

We have a history of operating losses and do notpect to be profitable in the near future.

We have not generated any profits since our entrythe biotechnology business, have no sourcewanues, and have incurred significant operatisgds. We expe
to incur additional operating losses for the foezdse future and, as we increase our research erelappment activities, we expect our operatingdes® increase significant
We do not have any sources of revenues and mdyavetany in the foreseeable future.

We will need additional capital to conduct our opeations and develop our products and our ability taobtain the necessary funding is uncertain.

We need to obtain significant additional capitalaerces from sources including equity and/or dielatrfcings, license arrangements, grants and/calomlative resear
arrangements in order to develop products and meatthe Compang’business. We believe that we have sufficient wgrkapital to finance operations through the tlojdirte
of 2007. Thereafter, we will need to raise addaioworking capital. Our current burn rate is appneately $800,000 per month excluding capital exptemes. The timing ar
degree of any future capital requirements will dgpen many factors, including:

« the accuracy of the assumptions underlying oumegés for capital needs in 2006 and beyond;
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scientific progress in our research and developrpesgrams;

the magnitude and scope of our research and dewelapprograms;

our ability to establish, enforce and maintaintsigec arrangements for research, developmentgelinésting, manufacturing and marketing;

« our progress with preclinical development and chiirials;

the time and costs involved in obtaining regulat@pyprovals;
« the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentatiand
» the number and type of product candidates thatwrsyg.

We do not have any committed sources of capitéhoah we have issued and outstanding warrants ithakercised, would result in an equity capitalsing
transaction. Additional financing through strategallaborations, public or private equity financigapital lease transactions or other financingcees may not be available
acceptable terms, or at all. Additional equity finengs could result in significant dilution to ostockholders. Further, if additional funds are oi#d through arrangements w
collaborative partners, these arrangements mayireegs to relinquish rights to some of our techg@s, product candidates or products that we wothérwise seek to devel
and commercialize ourselves. If sufficient capisahot available, we may be required to delay, cedine scope of or eliminate one or more of ouggms, any of which cou
have a material adverse effect on our financiab@@n or business prospects.

Approximately 88% of our total assets are comprisedf intangible assets that are subject to review oa periodic basis to determine whether an impairmenon these asse
is required. An impairment would not only greatly diminish our assets, but would also require us to @ord a significant non-cash expense charge.

We are required under generally accepted accouptimgiples to review our intangible assets for @imment when events or changes in circumstancesatedthe carryin
value may not be recoverable. Goodwill is requitedbe tested for impairment at least annually. Arth 31, 2006, our intangible assets, consistingn@fUniversity of Chicac
license, the Shanghai Institute for Biological $cie license and acquired intangible assets fronDhexa acquisition that is an inseparable groupaténts and licenses that dan’
function independently, were approximately $25.8iam. If management determines that impairmensesiwe will be required to record a significanaxde to expense in ¢
financial statements during the period in which anpairment of our goodwill is determined.

Our financial statements include substantial non-oprating gains or losses resulting from required queerly revaluation under GAAP of our outstanding derivative
instruments.

Generally accepted accounting principles in thetéthStates require that we report the value of@ederivative instruments we have issued as cuii@ilities on our balanc
sheet and report changes in the value of theseadimes as nomperating gains or losses on our statement of tipag The value of the derivatives is requiredbéorecalculate
(and resulting nomperating gains or losses reflected in our statémieoperations and resulting adjustments to tleeeated liability amounts reflected on our balaskeet) on
quarterly basis, and is based on the market valoeirocommon stock. Due to the nature of the regflizalculations and the large number of sharesioEommon stock involve
in such calculations, changes in our common sta@depmay result in significant changes in the vabiethe derivatives and resulting gains and losseur statement
operations.




Clinical trials are subject to extensive regulatoryrequirements, very expensive, timeonsuming and difficult to design and implement. Ouproducts may fail to achieve
necessary safety and efficacy endpoints during clicel trials.

Human clinical trials are very expensive and diffico design and implement, in part because threysabject to rigorous regulatory requirements. €hr@cal trial
process is also time consuming. We estimate th@ital trials of our product candidates will takel@ast several years to complete. Furthermorkjréacan occur at any stage
the trials, and we could encounter problems thaseais to abandon or repeat clinical trials. Tharoencement and completion of clinical trials mayde&ayed by several factc
including:

« unforeseen safety issues;

determination of dosing issues;
« lack of effectiveness during clinical trials;

« slower than expected rates of patient recruitment;

inability to monitor patients adequately duringafter treatment; and
« inability or unwillingness of medical investigatdosfollow our clinical protocols.

In addition, we or the FDA may suspend our clinigals at any time if it appears that we are expgparticipants to unacceptable health risks d¢hé& FDA find:
deficiencies in our IND submissions or the condifdhese trials.

We are dependent upon our management team and a sthaumber of employees.

Our business strategy is dependent upon the skils knowledge of our management team. We belieatttte special knowledge of these individuals giues:
competitive advantage. If any critical employeeviss we may be unable on a timely basis to hireblé replacements to effectively operate our lrssnWe also operate wit
very small number of employees and thus have litl@o backup capability for their activities. Thss of the services of any member of our managémeam or the loss ol
number of other employees could have a materia¢tadveffect on our business.

We are dependent on contract research organizationsnd other contractors for clinical testing and forcertain research and development activities, thuthe timing and
adequacy of our clinical trials and such researchdivities are, to a certain extent, beyond our comol.

The nature of clinical trials and our businesststya requires us to rely on contract research drgéions, independent clinical investigators arfieothird party servic
providers to assist us with clinical testing andtaie research and development activities. As altesur success is dependent upon the succedsesé toutside parties
performing their responsibilities. Although we l®#e our contractors are economically motivated édggm on their contractual obligations, we candokctly control th
adequacy and timeliness of the resources and ésgepplied to these activities by our contracttir®ur contractors do not perform their activitiZsBan adequate or time
manner, the development and commercialization ofloug candidates could be delayed.

Our current research and manufacturing facility is not large enough to manufacture future stem cell ach T-cell therapies.




We conduct our research and development in a 10s608re foot facility in The Woodlands, Texas, whiocludes a 1,200 square foot suite of three rofonghe
future manufacture of stem cell and T-cell theragigough Phase Ill trials. Our current facilitynist large enough to conduct commeraeéle manufacturing operations. We
need to expand further our manufacturing staff faedity, obtain a new facility or contract with qurate collaborators or other third parties tastssith future drug production.

In the event that we decide to establish a commakscale manufacturing facility, we will require sudstial additional funds and will be required toeha&nd trai
significant numbers of employees and comply witplepble regulations, which are extensive. We dbhave funds available for building a manufacturfagility, and we ma
not be able to build a manufacturing facility thath meets regulatory requirements and is sufftd@nour commercial-scale manufacturing.

We may arrange with third parties for the manufeetof our future products. However, our third-pasturcing strategy may not result in a ceffective means f
manufacturing our future products. If we employrdiparty manufacturers, we will not control many asgpexf the manufacturing process, including commleaby these thil
parties with the FDA's current Good Manufacturinga®ices and other regulatory requirements. Weh&rrtmay not be able to obtain adequate supplies fittird-party
manufacturers in a timely fashion for developmentommercialization purposes, and commercial qtiastiof products may not be available from contraenufacturers
acceptable costs.

Patents obtained by other persons may result in infhgement claims against us that are costly to defiel and which may limit our ability to use the dispued technologie
and prevent us from pursuing research and developnmt or commercialization of potential products.

A number of pharmaceutical, biotechnology and otlenpanies, universities and research institutfene filed patent applications or have been isqatents relatin
to cell therapy, stem cells, @ells, and other technologies potentially relevanor required by our expected products. We capnedict which, if any, of such applications \
issue as patents or the claims that might be alfoWe are aware that a number of companies haae dibplications relating to stem cells. We are aisare of a number of pat
applications and patents claiming use of stem egitsother modified cells to treat disease, disoodénjury.

If third party patents or patent applications cantdaims infringed by either our licensed techmyylar other technology required to make and usepotential produc
and such claims are ultimately determined to bey#iere can be no assurance that we would betaldbtain licenses to these patents at a reasoalt, if at all, or be able
develop or obtain alternative technology. If we an@ble to obtain such licenses at a reasonabtewesnay not be able to develop some products centially. There can be
assurance that we will not be obliged to defends@lves in court against allegations of infringemeithird party patents. Patent litigation is verypensive and could consu
substantial resources and create significant uaicgies. An adverse outcome in such a suit coulijest us to significant liabilities to third parsierequire disputed rights to
licensed from third parties, or require us to caasiag such technology.

If we are unable to obtain future patents and othemproprietary rights our operations will be significantly harmed.

Our ability to compete effectively is dependentpart upon obtaining patent protection relating ta technologies. The patent positions of pharmacaluainc
biotechnology companies, including ours, are uger@nd involve complex and evolving legal and datiquestions. The coverage sought in a patentcapipin can be denied
significantly reduced before or after the patenssied. Consequently, we do not know whether #ternp applications for our technology will resultthe issuance of patents, ¢
any future patents will provide significant protect or commercial advantage or will be circumvenbgdothers. Since patent applications are secrgk tive applications a
published (usually eighteen months after the esdtrledfective filing date), and since publication d@iEcoveries in the scientific or patent literatwoken lags behind actt
discoveries, we cannot be certain that the inventdrour licensed patents were the first to makeitiventions covered by the patent applicationshat the licensed pate
applications were the first to be filed for suclkentions. There can be no assurance that pateltssue from the patent applications or, if issutht such patents will be
commercial benefit to us, afford us adequate ptimiedrom competing products, or not be challengedeclared invalid.




Our competition includes fully integrated biopharmaceutical and pharmaceutical companies that have gigficant advantages over us.

The markets for therapeutic stem cell products tipial sclerosis products, and rheumatoid arthptmsducts are highly competitive. We expect thatmast significar
competitors are fully integrated pharmaceutical pames and more established biotechnology compahiesse companies are developing stemlzadled products and they h
significantly greater capital resources and experin research and development, manufacturingngesibtaining regulatory approvals, and marketimgn we currently do. Mau
of these potential competitors are further alonthiaprocess of product development and also opéaege, companfunded research and development programs. As #,rest
competitors may develop more competitive or affbidaproducts, or achieve earlier patent protecborproduct commercialization than we are able thiew®. Competitiv
products may render any products or product catedhat we develop obsolete.

If we fail to meet our obligations under our liceng agreements, we may lose our rights to key techiogiies on which our business depends.

Our business depends on three licenses from thiriep. Additionally, any business relating to a€ll vaccine for rheumatoid arthritis depends upditense from tt
Shanghai Institute for Biological Science. Thesidttparty license agreements impose obligationsusnsuch as payment obligations and obligationsliligently pursu
development of commercial products under the liednzatents. If a licensor believes that we haveddo meet our obligations under a license agreéntiee licensor could se
to limit or terminate our license rights, which tbuead to costly and timeensuming litigation and, potentially, a loss oé thcensed rights. During the period of any ¢
litigation, our ability to carry out the developnieand commercialization of potential products cobédsignificantly and negatively affected. If oigelnse rights were restricted
ultimately lost, our ability to continue our bussisebased on the affected technology platform cbeldeverely adversely affected.

Restrictive and extensive government regulation cdd slow or hinder our production of a cellular product.

The research and development of stem cell therapissibject to and restricted by extensive regutatly governmental authorities in the United Stated othe
countries. The process of obtaining U.S. Food andgyAdministration, or FDA, and other necessaryutatpry approvals is lengthy, expensive and ungert&e may fail to obtai
the necessary approvals to continue our reseatil@relopment, which would hinder our ability tomméacture or market any future product.

To be successful, our product candidates must be @pted by the health care community, which can beevy slow to adopt or unreceptive to new technologgeanc
products.




Our product candidates, if approved for marketimgy not achieve market acceptance since hospghigicians, patients or the medical community inegal ma
decide to not accept and utilize these producte.prbduct candidates that we are attempting toldpvepresent substantial departures from estaalisteatment methods and \
compete with a number of more conventional drugbtaerapies manufactured and marketed by majompagutical companies. The degree of market acoeptahany of ot
developed products will depend on a number of faciacluding:

« our establishment and demonstration to the med@amunity of the clinical efficacy and safety ofrqaroduct candidates;
« our ability to create products that are superiaalternatives currently on the market;
« our ability to establish in the medical communtig ppotential advantage of our treatments overratere treatment methods; and
« reimbursement policies of government and thirdyppeyers.
If the health care community does not accept oadpets for any of the foregoing reasons, or for atier reason, our business would be materiallynedr
Risks Related to Our Common Stock

There is currently a limited market for our common stock, and any trading market that exists in our common stockmay be highly illiqguid and may not reflect the
underlying value of our net assets or business prpscts.

Although our common stock is currently traded oa @TC Bulletin Board, there is currently a limitethrket for our common stock and there can be narasse the
an improved market will ever develop. Investors@ationed not to rely on the possibility that ative trading market may develop.

As our share price is volatile, we may be or becontie target of securities litigation, which is cody and time-consuming to defend.

In the past, following periods of market volatility the price of a company’securities or the reporting of unfavorable nesesurity holders have often instituted c
action litigation. If the market value of our commstock experiences adverse fluctuations and werbednvolved in this type of litigation, regardlesfsthe outcome, we cot
incur substantial legal costs and our managematteésition could be diverted from the operation af lbbusiness, causing our business to suffer.

Our "blank check" preferred stock could be issued b prevent a business combination not desired by magement or our current majority shareholders.

Our articles of incorporation authorize the isswaat"blank check" preferred stock with such deatgms, rights and preferences as may be deternbipedir board ¢
directors without shareholder approval. Our preférstock could be utilized as a method of discangagdelaying, or preventing a change in our cdnamd as a method
preventing shareholders from receiving a premiuntHeir shares in connection with a change of @ntr

Future sales of our common stock in the public mar&t could lower our stock price.

We may sell additional shares of common stock ibsequent public or private offerings. We may alssue additional shares of common stock to finaniterd
acquisitions. We cannot predict the size of fuisseiances of our common stock or the effect, if, @ngt future issuances and sales of shares ad@umon stock will have on t
market price of our common stock. Sales of substhatmounts of our common stock (including shasssiéd in connection with an acquisition), or thecgption that such sa
could occur, may adversely affect prevailing magkétes for our common stock.




We presently do not intend to pay cash dividends oour common stock.

We currently anticipate that no cash dividends Wwél paid on the common stock in the foreseeableadutWhile our dividend policy will be based on thgeratin
results and capital needs of the business, ittisipated that all earnings, if any, will be retaghto finance the future expansion of the our lessnTherefore, prospective inves
who anticipate the need for immediate income by wfagash dividends from their investment shouldmatchase the shares offered in this offering.

FORWARD-LOOKING STATEMENTS

This prospectus contains forwalabking statements within the meaning of SectioA @f the Securities Act of 1933. These statemeelate to future events and
future financial performance and involve known amiknown risks, uncertainties and other factors thay cause the actual results, levels of our dgtiyerformance ¢
achievements or the industry in which we operatbeanaterially different from any future resultsyéls of activity, performance or achievements esped or implied by tl
forward-looking statements. These risks and otaetofs include those listed under “Risk Factorg] #rose described elsewhere in this prospectus.

In some cases, you can identify forward-lookingtesteents by our use of terms such as “may,” “willshould,” “expects,” “plans,” “anticipates,” “behes,”
“estimates,” “predicts,” “potential,br the negative of these terms or other compartdsteinology. These statements are only predictidwsual events or results may dif
materially. In evaluating these statements, yowkhepecifically consider various factors, incluglithe risks outlined under “Risk Factor§.hese factors may cause our ac
results to differ materially from any forward-loolg statement.

Although we believe that the expectations refledtethe forwardlooking statements are reasonable, it cannot gteednture results, levels of activity, performanm
achievements. Moreover, neither the Company norotingr person assumes responsibility for the acyuaad completeness of these forwardking statements. We do not intt
to update any of the forward-looking statementsrafie date of this prospectus to conform priotesteents to actual results.

USE OF PROCEEDS

The selling stockholders will receive all of thepeeds from the sale or other disposition of tregeshof our common stock covered hereby, or intetasrein. We wi
not receive any of the proceeds from any suchisaleny selling stockholder. See “Selling StockhoddeWe will, however, receive all of the net proceeflsimy cash exercise
the warrants. If all of the warrants were exercig®ccash, the proceeds to us would be approxim&te4,950,000. Any net proceeds from the cash ésesaf the warrants will t
added to working capital and used for general aateopurposes. No assurance can be given as thievl@thow many of the warrants will be exercisedcash.
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PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the Naltidasociation of Securities Dealers Inc. Over @munter Bulletin Board under the symbol “OPXA.OBJur
common stock trades on a limited, sporadic andti¥elhasis. As of June 19, 2006, the last repost@ds price of our common stock on the OTC BullBtirard was $9.00. As
June 19, 2006, there were 6,696,704 shares ofamnmon stock outstanding that were held of recor@2fy persons.

The following table sets forth, for the periodsioated, the range of high and low bid informatian éur common stock. These quotations reflect idealer price:
without retail mark-up, mark-down or commissiondanay not represent actual transactions.

Price Ranges®)

High Low
Fiscal Year Ended December 31, 2004
First Quarter $ 0.0z $ 0.01
Second Quarter 14.2¢ 0.01
Third Quarter 8.1t 6.5C
Fourth Quarter 9.5( 5.9C
Fiscal Year Ended December 31, 2005
First Quarter 8.7 4.5C
Second Quarte 5.5C 2.4€
Third Quarter 1.41 1.2t
Fourth Quarte 0.6 0.5¢
Fiscal Year Ended December 31, 2006
First Quarte! 0.6z 0.5t
Second Quarter through June 19, 2 5.1C 10.1(C

@ Except for the Second Quarter of 2006, the priogea do not give effect to the 1-for-10 reversé.sle have adjusted all prices for the second tguarf 2006 for the 1-fo-C
reverse split to determine a high and low pricesiach period.

Holders of shares of common stock will be entittedreceive cash dividends when, as and if declésedur Board of Directors, out of funds legally dahle for
payment thereof. However, if dividends are not desdd by our Board of Directors, no dividends shellpaid. We have not paid any dividends on our comstock since o
inception.

We do not anticipate that any cash dividends wellpaid in the foreseeable future. While our dividi@olicy will be based on the operating results eagital needs
the business, we anticipate that all earningsnyf, avill be retained to finance our future expansi®herefore, prospective investors who anticighéeneed for immediate incol
by way of cash dividends from their investment dtiawot purchase the shares offered by this prospect

SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsieuld be read in conjunction with “ManagemsriDiscussion and Analysis of Financial Conditior d&esults ¢
Operations"and our consolidated financial statements anda@labtes included elsewhere in this prospectus.s€lected consolidated financial data in this secis not intende
to replace the consolidated financial statementsaatompanying footnotes. The selected consolidasééghce sheet data as of December 31, 2005 artl [23@& been deriv:
from our audited consolidated financial statemémtiuded elsewhere in this prospectus. The selextedolidated financial data for the three montind as of March 31, 2006 ¢
unaudited. Historical results are not necessaniljciative of the results to be expected in thertutu
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Three Months Year Ended Year Ended
Ended March 31, December 31, December 31,
2006 2005 2004
Consolidated Statements of Operations Data:
Revenues $ - - -
Operating Expenses:
General and administrative $ 1,075,88. $ 550,17¢ 572,53¢
Depreciation and amortization 432,330 1,735,20! 264,81¢
Research and development 738,45( 9,892,25! 2,465,63
Loss on disposal of assets 362 22 81( 457.12;
Net operating loss (2,247,02) (12,200,45) (3,760,109
Interest Income 19,621 81,93( 5,997
Other Income 3,38 28,17¢ 2,37¢
Gain on derivative liability 254,14( 3,896,84. --
Interest expense (429) (7,323,85) (868,92()
Net loss $ (1,970,311 (15,517,35) (4,620,669
Net loss per common share, basic and dil( %) $ (0.10) (0.99) (0.79)
Weighted average number of common shares outsignoirsic and dilutefV 20,654,29. 15,648,36 6,309,14!

(D Not adjusted for -for-10 reverse split of common stock effected on Juhe2006.

As of March 31,

As of December 31,

2006 2005 2004

Consolidated Balance Sheet Data:

Cash and cash equivalents and prepaid expenses 1,268,34: 2,743,191 946,32¢
Intangible assets 25,846,15' 26,130, 44 26,791,07
Fixed Assets 549,57 479,99¢ 341,98«
Other assets 450,94 388,21( -
Total assets 28,115,02 29,741,83 28,079,38
Current liabilities 8,870,53: 9,191,43: 4,883,16!
Common stock 1,048,35: 1,030,97 502,99
Additional paid in capital 40,430,46: 39,783,45. 27,439,89
Deficit accumulated during the development stage (22,234,33) (20,264,02) (4,746,66)
Total stockholders’ equity 19,244,48 20,550,40 23,196,22
Total liabilities and stockholders’ equity 28,115,02 29,741,83 28,079,38

MANAGEMENT’'S DISCUSSION AND ANALYSIS

OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togetithrthe consolidated financial statements andteelaotes that a
included elsewhere in this prospectus. This didonsmay contain forwardboking statements based upon current expectativaisinvolve risks and uncertainties. Our ac
results may differ materially from those anticighie these forward-looking statements as a redwadous factors, including those set forth untiRisk Factors”, Disclosurt
Regarding Forward-Looking Statements” or in othart of this prospectus. We undertake no obligationpdate any information in our forwalabking statements except

required by law.
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Overview

We are a developmestage company and have a limited operating his®uy.predecessor company for financial reportingppses was formed on January 22, 20(
acquire rights to our adult stem cell technologyNovember 2004 we acquired Opexa Pharmaceuticalsand its multiple sclerosis treatment techngldye are still developir
all of our technology, and to date, we have noegated any revenues from our operations. As weirneato execute our operations plan, we expectleuelopment and operati
expenses to increase.

Research and developmen#e have made and expect to continue to make aniirt investments in research and developmentderoto develop and market
technology. Research and development costs comsisarily of general and administrative and opergitexpenses related to research and developmenitiast We expens
research and development costs as incurred. Pyopéaint and equipment for research and developthenthas an alternative future use is capitalezed the related depreciat
is expensed as research and development costsxpetour research and development expense tcaisei@s we continue to invest in the developmeatiofechnology.

General and administrativeGeneral and administrative expenses consist pitimaf salaries and benefits, office expense, gssfonal services fees, and other corp:
overhead costs. We anticipate increases in gearceadministrative expenses as we continue to dp\aid prepare for commercialization of our techggpl

Results of Operations

Comparison of Three Months Ended March 31, 2006 with the Three Months Ended March 31, 2005
Net SalesWe recorded no sales for the three months endedhvair, 2006 and 2005.

General and Administrative ExpensesOur general and administrative expenses decreas@tjdhe three months ended March 31, 2006 to751882 as compar
to $1,206,715 from the same period in 2005. Theedese in general and administrative expenses ipdonarily to areduction in legal fees associated with pateiridd, a lowe
allocation of facilities costs and overhead nowo@dked to research and development offset in padrbincrease in stodkased compensation expense. In January 1, 20(
adopted Statement of Financial Accounting Standatds 123 (revised 2004), “Share-Based Payment,FAS 123R") which requires the measurement and recognitic
compensation expense for all shaesed payment awards made to our employees amtadgencluding stock options and restricted stbeked on estimated fair values.
elected to adopt the modified prospective transititethod as provided by SFAS 123R and, accordinglgr year results have not be restated. Stoaded compensation expe
recognized under SFAS 123R for the three monthsaiMarch 31, 2006 was $484,392.

Research and Development ExpenseResearch and development expense increased to4$038yr the three months ended March 31, 2006 coedpt® $644,264 fi
the same period in 2005. The increase is primadlgted an increase in consulting fees relateduroRheumatoid Arthritis program and a higher altama of facilities an
overhead costs to research and development duereased development activities.
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Interest Expense.Interest expense was $429 for the three monthsdehtiech 31, 2006 compared to $1,487,384 for theespariod in 2005. The interest expe
during 2005 was due to notes that were outstandiiming the first quarter of 2005 which were subsedly converted into equity in June 2005.

Gain (loss) on derivative instruments liabilitiesnet. We recognized a gain on derivative instruments254$140 for the three months ended March 31, 20b68&.
gain is a result of the net unrealized (non-caslange in the fair value of our derivative instrumigabilities related to certain warrants.

Net loss.The Company had net loss for the three months ehtiedh 31, 2006, of ($1,970,310), or ($0.10) peareh(basic and diluted), compared with a net Id
($3,747,304), or ($0.37) per share (basic andetilytfor the same period in 2005. The net losshare amounts to do not give effect to the 1-foreM@rse split of the Comparsy’
common stock effected on June 19, 2006. The deziaaset loss is primarily due to the reductionniterest expense discussed above.

Recent Financing

In April 2006, the Company closed upon a transacitiowhich the Company issued 4,600,000 shareh@fGompanys common stock and warrants to purcl
2,300,000 shares of the Company’s common stoc&Z8r000,000 to certain institutional and accreditestors (the “Financing”).

The warrants will expire in five years, and are reisable at $6.50 per share. The warrants cont@indard adjustment provisions for stock splitstrifistions
reorganizations, mergers and consolidations. Theg2my has the right to call the warrants commencing year from the effective date of a resale tegfisn statement if tt
closing bid price per share of the Compangdbmmon stock equals or exceeds $13.00 for twesrigecutive trading days in which the daily averagding volume of the comm
stock is at least 20,000 shares. Additionally hi¢ resale registration statement is not effectoreainy period after April 13, 2007, then the watrholders may exercise th
warrants on a cashless basis during the periotefade registration statement is not effective.

Comparison of Year Ended December 31, 2005 with the Year Ended December 31, 2004
Net SalesWe recorded no sales for the twelve months endedmber 31, 2005 and 2004.

General and Administrative Expenses.Our general and administrative expenses duringtueve months ended December 31, 2005, was $550a878ompared
$572,534 for the twelve months ended December 304 2General and administrative expenses consisaply of salaries and benefits, office expengefgssional services fe:
and other corporate overhead costs. We anticipateases in general and administrative expenses asntinue to develop and prepare for commereitibn of our technology.

Research and Development Expens®esearch and development expense was $9,892,253ftwelve months ended December 31, 2005, as a@dpo $2,465,634 t
twelve months ended December 31, 2004. The incrieasepenses was primarily due the acquisition péxa and the assumption of its operations and refseamd developme
programs as well as our Phase /1l clinical trimisTovaxin, stem cell development and iatical costs, the hiring of personnel and othgrenses associated with the increa:
research and development efforts. We have madeeapédct to continue to make substantial investménteesearch and development in order to develop raacket ou
technology. Research and development costs comsisarily of general and administrative and opergitexpenses related to research and developmenitiast We expens
research and development costs as incurred. Pyopéaint and equipment for research and developtimenthas an alternative future use is capitalemed the related depreciat
is expensed as research and development costsxpetour research and development expense tcaisei@s we continue to invest in the developmeatiofechnology.
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Interest Expense.Interest expense was $7,323,851 for the twelve hwebhded December 31, 2005 compared to $868,926ddwelve months ended December 31, 2
The increase is primarily related to the amort@atf the remaining discount under the benefic@lversion feature of the 15% exchangeable convertitbmissory notes (t
“Notes”); in 2005 the accrued interest on the Notas converted into shares of Common Stock.

Gain (loss) on derivative instruments liabilitiesnet. The Company recognized a gain on derivative insténtsiof $3,896,841 for the year ended Decembe2@®15. The
decrease is a result of the net unrealized (noh}edmnge in the fair value of our derivative instient liabilities related to certain warrants.

Net loss.We had net loss for the year ended December 35,20815,517,356 or ($0.99) per share (basic adintied), compared with a net loss of $4,620,664%73) pe
share (basic and diluted), for the twelve monthdeenDecember 31, 2004. The net loss per sharéadoydars ended December 31, 2005 and 2004 doewnsiter the 1-fod-0
reverse split of common shares effected June 196.20he primary reason for the increase in net lssgue primarily to the amortization of the remagdiscount under tl
beneficial conversion feature of the Notes andaterued interest on the Notes that was convertedsimres of common stock, along with stgytef operations which included
hiring of new personnel including employees aneédirs and scientific advisory board members. Thedigiduals have agreements with us that provatesilary payments. T
increase in net loss is also attributable to thguisition of Opexa Pharmaceuticals and the assomtf its operations and research and developnregrams. Also included &
professional fees incurred from legal, accountiaggd consulting services to secure and expand cande patent claims. Anticipated future expensekide research a
development, professional and consulting fees,exiénses associated with the expansion of theeo#fid laboratory/manufacturing facilities. The ease in net loss for 20
was offset in part by the (non-cash) gain on dérediability of $3,896,841 recognized during thear ended December 31, 2005.

Liquidity and Capital Resources

Historically, we have financed operations primafilym the sale of debt and equity securities. AB@cember 31, 2005, we had cash of approximat2/g@®,000. Ot
current burn rate is approximately $800,000 per tim@xcluding capital expenditures. As a resulthef April 2006 financing, we believe that we havéfisient working capital t
fund operations through the third quarter of 200hereafter, we will need to raise additional calpid fund our working capital needs. We do notéhamy material commitmetr
from investors or any credit facilities availablélwfinancial institutions or any other third pasi Therefore, we expect that we will need to eadgag best efforts sales of |
securities to raise needed working capital. Theneoi assurance that we will be successful in angdifig effort. The failure to raise such funds wilicessitate the curtailment
operations and delay of the start of the clinicals.

Off-Balance Sheet Arrangements
As of March 31, 2006, we had no off-balance sheeingements.
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Critical Accounting Policies

Our discussion and analysis of our financial caondiaind results of operations is based on our difaged financial statements, which have been pexban accordanc
with accounting principles generally accepted ie thnited States of America. The preparation of éhesnsolidated financial statements requires umaie estimates a
judgments that affect the reported amounts of ashabilities and expenses. We base our estintdsstorical experience and on various other apsioms that we believe to
reasonable under the circumstances, the resuithich form the basis for making judgments aboutdheying values of assets and liabilities that rmoe readily apparent fro
other sources. Actual results may differ from thesémates under different assumptions or conditidle believe the following critical accounting io@s affect our mo
significant judgments and estimates used in préjoaraf our consolidated financial statements.

Reverse AcquisitionWe treated the merger of PharmaFrontiers Cotp.$portan as a reverse acquisition. Pursuantetgtidance in Appendix B of SEC Account
Disclosure Rules and Practices Official Text, theetger of a private operating company into a oparating public shell corporation with nominal astets typically results in 1
owners and management of the private company haagtgal or effective operating control of the condal company after the transaction, with the shddens of the forme
public shell continuing only as passive investditsese transactions are considered by the sta# wapital transactions in substance, rather thambss combinations. That is,
transaction is equivalent to the issuance of stmckhe private company for the net monetary assietie shell corporation, accompanied by a rechpitgon.” Accordingly, the
reverse acquisition has been accounted for asapitatization. For accounting purposes, the origPlzarmaFrontiers Corp. is considered the acquiréne reverse acquisitic
The historical financial statements are those efdfiginal PharmaFrontiers Corp. Earnings per sfareeriods prior to the merger are restated fliecethe number of equivale
shares received by the acquiring company.

Impairment of Long-Lived Asset®/e review longived assets and certain identifiable assets fgrainment whenever events or changes in circumssainckcate th:
the carrying amount of an asset may not be recbier# the sum of the expected future undiscourtash flows is less than the carrying amount ofabeet, further impairme
analysis is performed. An impairment loss is meadas the amount by which the carrying amount elc#ee fair value of assets.

Stock-Based Compensatiortffective January 1, 2006, we adopted the proussiof Statement of Financial Accounting Stand&ds123R, “Share-Based
Payment” (“SFAS 123R”") which establishes accounfargequity instruments exchanged for employeeiserWe utilize the Black-Scholes option pricingaebto estimate the
fair value of employee stock based compensatidheatlate of grant, which requires the input of higlubjective assumptions, including expected vighatand expected life.
Further, as required under SFAS 123R, we now egtifieafeitures for options granted, which are nqtexted to vest. Changes in these inputs and asgumagan materially
affect the measure of estimated fair value of diars-based compensation. These assumptions asetubjand generally require significant analysid pridgment to develop.
When estimating fair value, some of the assumptiaifide based on, or determined from, externahdatd other assumptions may be derived from otwriial experience with
stock-based payment arrangements. The appropréightmo place on historical experience is a matfgudgment, based on relevant facts and circuncsts

We estimated volatility by considering historicedck volatility. As allowed by Staff Accounting Batin (SAB) No. 107, Share-Based Payment, we hatedito use

the simplified method for estimating expected teqpal to the midpoint between the vesting periaditae contractual term.
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Research and DevelopmenThe costs of materials and equipment or facditieat are acquired or constructed for researchdaveélopment activities and that h
alternative future uses are capitalized as tangilsieets when acquired or constructed. The cosudi materials consumed in research and developawivities and th
depreciation of such equipment or facilities usedhose activities are research and developmeris.chtowever, the costs of materials, equipmentfacilities acquired ¢
constructed for research and development activitias have no alternative future uses are congidezsearch and development costs and are expehseel taime the costs ¢
incurred.

Accounting for Derivative Instrumeng&atement of Financial Accounting Standard (“SFASY). 133, “Accounting for Derivative InstrumentsdaHedging Activities,”
as amended, requires all derivatives to be recoodetthe balance sheet at fair value. These devestire separately valued and accounted for obaance sheet. Fair values
securities traded in the open market and derivatare based on quoted market prices. Where marikespare not readily available, fair values areedmined using market bas
pricing models incorporating readily observable keadata and requiring judgment and estimates.

The pricing model we use for determining faalues of our derivatives is the Black ScholegiRg Model. Valuations derived from this model abject to ongoir
internal and external verification and review. Tiedel uses marketeurced inputs such as interest rates, exchange amd stock price volatilities. Selection of thageuts
involves management's judgment and may impacteenie.

In September 2000, the Emerging Issues Fasge ("EITF") issued EITF 0@9, "Accounting for Derivative Financial Instrumernhdexed to and Potentially Settled i
Company's Own Stock," ("EITF 009") which requires freestanding contracts thatsattled in a company's own stock, including commstmtk warrants, to be designated a
equity instrument, asset or a liability. Under tirevisions of EITF 0QL9, a contract designated as an asset or a liahilitst be carried at fair value on a company'srizaahee
with any changes in fair value recorded in the canys results of operations. A contract designaie@n equity instrument must be included withinitygq@and no fair valu
adjustments are required. In accordance with EITA® in June 2006, we determined that certain oudiétg warrants to purchase our common stock shbaldeparate
accounted for as liabilities. We had not classitieglse derivative liabilities as such in our hitakr financial statements. In order to reflect #nebanges, we restated our finar
statements for the year ended December 31, 2005aartthe three months ended March 31, 2006 to cetbe fair value of these warrants on our balarfeetsand reco
unrealized changes in the values of these deresiivour consolidated statement of operationssasn‘ (loss) on derivative liabilities.”

We have evaluated the provisions of the registnatights agreement that require us to pay registratelay payments in combination with the finahastrument an
concluded that the combined instrument meets tfinitien of a derivative under SFAS 133.

The EITF recently deliberated the impactig@idated damages clauses in registration riggteements and the effect on accounting and cleasn of instrumen
subject to the scope of EITF 00-19 in EITF 05-04 Hffect of a Liquidated Damages Clause on a Faedstg Financial Instrument Subject to Issue Ne190The EITF has n
reached a consensus on this issue and has detkslibdration until the FASB addresses certain daestwhich could impact a conclusion on this isssigecifically, EITF 0594
presents alternative views on whether the liquidiatemages provisions in registration rights agregsshould be combined with or treated separately the associated financ
instrument. As discussed above, we view the regdistr rights agreement and the financial instrunasnone combined freestanding instrument. If tiEFEVere to adopt the vie
that the registration rights agreement should bevgd as a separate instrument from the financsaluiment, we may have to account for additionaivdéres.
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OUR BUSINESS
Overview

We are a biopharmaceutical company engaged in digwgl autologous personalized cell therapies. Grategy is to develop and commercialize cell thempo tree
several major diseases including multiple sclerassdiovascular diseases, and diabetes. We haegdumsive license to an individualized T cell #ygy that is in FDA Phase |
human dose ranging clinical trials to evaluateséfety and effectiveness in treating multiple sades. We also have an exclusive license to a stdhtechnology in which adt
pluripotent stem cells are derived from monocytesimed from the patier#’'own blood. We are initially pursuing indicatiansheart failure and Type | diabetes with our st
therapy.

Our lead product, Tovaxin™, is a T-célksed therapeutic vaccine for MS, offering a unigné personalized approach to treating the diskegseducing an immur
response against the pathogenic myelin autoreattivells. Tovaxin has just been accepted by the Ba®d and Drug Administratios’'(FDA) Center for Biologics Evaluation &
Research (CBER) for a Phase llb clinical studyjtledt “A Multicenter, Randomized, Double-Blind, BkEboControlled Study of Subcutaneous Tovaxin™ in Sulsjegith
Clinically Isolated Syndrome or Relapsing Remittivgltiple Sclerosis” following two successful Phagk opendabel studies. The results from two Tovaxin PhaBeclinical
trials provided safety and effectiveness informatiBluman trials have shown that the oucélt vaccination (TCV) safely induces immune resgEmthat deplete and regu
myelin autoreactive Tells, thus stabilizing the disease and it is thet MS drug to demonstrate sustained improvememiany of the patients and sustained reversalsafdlity
in some of the patients that were treated. Moreowerare evaluating T-cell assay technology, witieh be used to monitor dell therapy and may have the potential for ¢
diagnosis of MS.

We also hold the exclusive worldwide license to lagiuripotent stem cells derived from peripherégddd monocytes that allow for the isolation, proagon, ani
differentiation into cells and tissues for patispecific cellbased therapies. We are currently pursuing indinatfor congestive heart failure (CHF) and Typeidbetes (T1C
with its stem cell technology. We expect to condoasic research to determine the potential usésadtem cells in other indications, such as macdégyeneration, stroke, &
Parkinson’s disease.

Overview of Opexa Therapeutics Technologies and Pgoams

AUTOLOGOUS CELL-BEASED

THERAFIES

I |

T Cell Therpy Adult Pluripotent
Stem Cell Therapy
Mulﬁ,_plk'&.:'lkrosix heumatoid Sethut’s Cardiar Diabetes
Therapn Therapy Therapn Therapy
Other Tupe [Diabetes, Crohn's, P oo asis” O thew hlacular Depeneration |, Broke, Parkinson's
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In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progrgssautoimmune disease of the central nervous sygii$) that i
caused by myelin autoreactivec€Hls progressively eroding the myelin that suridsiand insulates nerve fibers of the brain andadmiord. Globally, there are approximately
million MS patients representing a drug market xeess of $4 billion. The US markets accounted fompBr cent of global MS sales in 2004, at US$2li®obi MS remains
challenging autoimmune disease to study becauspatim®physiologic mechanisms are diverse, and ihenec, unpredictable course of the disease makdifficult to determin:
whether the favorable effects of shtetm treatment will be sustained. Therapies thatgr@vent or stop the progression of disease dod abversal of the neurological dam.
and disability caused by the disease represergrérsest unmet need in MS.

In recent years, the understanding of MS pathogeres evolved to comprise an initial, T-celediated inflammatory activity followed by sele@idemyelinatio
(erosion of the myelin coating of the nerve fibeaisd then neurodegeneration. The discovery of sésedevant immune responses has accelerated theopevent of targete
therapeutic products for the treatment of the estdges of MS. Healthy individuals have been fotmHave autoreactive T-cells, which recognize aetprof selfantigens (e.c
myelin basic protein [MBP], proteolipid protein [PL, and myelin oligodendrocyte glycoprotein [MOGI$ part of the normal Tell repertoire and circulate naturally in
periphery without causing an autoimmune disease.

Some subjects unfortunately who have the apprapiganetic background have increased susceptilfditythe in vivo activation and clonal expansion rofelin
autoreactive T-cells. These myelin autoreactiveells may remain dormant, but at some point theyaativated in the periphery, possibly by molecatémicry (i.e., recognitio
of epitopes that are common to autoantigens andbbiid antigens as exogenous triggers), thus emgliiem to cross the blodwtain barrier (BBB) and infiltrate the healthy tis
of the brain and spinal cord. The cascade of pahicgevents leads to demyelination of axons, whailses nerve impulse transmissions to diffusethedissue.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the marketaanly palliative and generally work through a mesmsm of immunomodulation or immunosuppression.st
therapies for MS are dominated by three forms &érferon that require frequent subcutaneous oaintrscular injections. Copaxone is an immunomoduledmposed of
random copolymer of amino acids that is administetaily. Novantrone (mitoxanthrone) is an immungmegsive drug that can only be given four timesymear with a life tim
limit of 8 to 12 doses. All of the current therapienly slow the progression of MS and they haveigant patient compliance challenges becausé®fdosing schedule, limit
decrease in relapse rate, side effects profile,(#hg interferon formulations produce severelifte-symptoms, injection site reactions, infectiamd neutralizing antibodies (rar
from 5% to 45%) are developed that limits the effiz of treatment; copaxone causes significant figecsite reactions; while novantrone causes infest bone marro
suppression, nausea, hair thinning, bladder irdastiand mouth sores). These drugs must be aderetstiaily to weekly and they reduce relapses lopaB8875% (as compart
to a patient’s prior 2-year history).

Tysabri, a selective adhesion molecule inhibitar &pha 4 integrin antagonist), represents anatteess of MS drugs which works by preventing immsgstem cell
(all leukocytes carrying the alpha 4 integrin glyoatein on their surface) from crossing the BBB andve into the CNS. Unfortunately, Tysabri blocke tmovement of ¢
inflammatory T-cells not just the myelin autoregetiTcells and leaves patients at a risk of life threag infections. Tysabri with a reduction in relepstes of 67% (vers
placebo) was still expected to generate $2 tolbbiln peak annual sales in an existing producasket of approximately $4 billion had it not be®n the severe side effects.
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A number of companies have committed resourceggearch and development programs to develop nog%etiMg therapies. These programs represent inctei
improvements over current therapy and their meamasiof action are similar to current therapy. Tawas the only whole Teell based vaccination strategy that safely
effectively eliminates the myelin autoreactivec@lts and induces immune tolerance with the potémd prevent the disease or stop disease progreasid perhaps to allow 1
reversal of disease symptoms and progression rselisability.

In our openlabel Phase /1l studies, Tovaxin has shown a reédudn relapses in excess of 90% with virtually side effects based on only 4 injections anni
administered over &-months. Furthermore, approximately 40% of the padSents treated with Tovaxin demonstrated a revefdisability as measured by the Kurtzke Expal
Disability Status Scale (EDSS; a method of quamgydisability of MS patients) while the remaindsrpatients (except for one relapse) experiencegrogression of disea:
Based on the results of the Phase I/l studiesas@Hhb clinical trial to study Tovaxin therapyearly (clinically isolated syndrome (CIS) and eadjapsing remitting (RR)) VM
patients has been cleared by the FDA and is sceddalbe initiated the first half of 2006.

Tovaxin™ for Multiple Sclerosis

Tovaxin works selectively on the myelin autoreaeti-cells by harnessing the body’s natural immuefeigse system and feedback mechanisms to depéste Treells
and induce favorable immune regulatory responsashmtebalance the immune system. Tovaxin inducestne responses that deplete (Appendix C) and regtiie myelil
autoreactive pro-inflammatory @ells that cause the inflammation and erosion efrityelin sheath resulting in MS. Specifically, Tewais manufactured by taking the MRT
from the blood, expanding them to a therapeutie@d®svivo, and attenuating them with gamma irradiatiorptevent DNA replication. These attenuated MRT(@sthen injecte
subcutaneously into the body in large quantitidee Body recognizes specificcBll receptor molecules of these MRTCs as foreighrmounts an immune response reaction ac
them, not only destroying the injected attenuatd®ili@s, but also the circulating, myelin autoreacfiveells carrying the peptide-specific T-cell ret@pmolecules. In addition, T-
cell activation molecules on the surface of thavatéd MRTCs used as vaccine induce favorable inenwagulatory responses, which promote @ftammatory response
Because the therapy uses an individualvn cells, the only directly identifiable siddeet is injection site reaction in a small perceetaf the patients. These reactions clear w
24 hours. Clinical studies indicate that followiR@V therapy the body does not attack normal T-c&dlshe patient is not put at peril for side effeand life threatening infections.

Tovaxin consists of a trivalent formulation (MBR,.APand MOG) of attenuated myelin-peptide reactiveells (MRTCs) which targets only the myeBpecific subs:
of T-cells. Current therapies on the market and undegldpment do not eliminate the MRTCs and are, floeee only a palliative treatment to reduce thejérency and occurren
of MS symptoms. The current iteration of Tovaxiraitrivalent formulation, which uses six peptidgoeach from three myelin proteins) to selectNHRTCs. This formulation
very pharmacologically active with only minimal Ecand systemic side effects. Tovaxin, a wholeell-vaccine, is a completely new class of drught8 that works in conce
with the body’s immune regulatory system to supptle T-cell-mediated inflammatory activity and ge the MRTCs.

This same technology platform will have applicatinrother T-cell mediated diseases such as Cratis&ase, psoriasis, rheumatoid arthritis and typiebktes.
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Tovaxin™ Intellectual Property

Tovaxin is protected by a series of patents andmatpplications. There is also substantial kimm surrounding the Tovaxin manufacturing procésg should b
patentable.

The technology was discovered by Dr. Jingwu ZhahBaylor College of Medicine in Houston. We have exclusive, worldwide license from the Baylor Cgkeo
Medicine to develop and commercialize three teabgylareas for MS, namely @ell vaccination, peptides, and diagnostics. UniderLicense Agreement with the Baylor Coll
of Medicine, we have rights to a total of 7 patg@t$).S. and 5 foreign) and 69 patent applicati@®¥.S., 62 foreign, and 1 Patent Cooperation JrR€T]).

The license was granted to us by Baylor in exchdegeommon stock in Opexa Pharmaceuticals, Incgfaed by us in November 2004). The key termshe
agreement are: exclusive, worldwide, and a 2% tgyai net sales of licensed products. The royadtgreases after the aggregate net sales exceed$i0f. There are no oth
performance or payment terms in the license. We l#ve a separate consulting agreement with thentov, Dr. Jingwu Zhang, which grants us the righfirst refusal on a
future discoveries made by Dr. Zhang.

Tovaxin™ Manufacturing

We manufacture our TCV therapy in our own GMP facilThe TCV technology is similar to that of tréidnal microbial vaccine technology, where the pagn (or th
attenuated derivative) is used to derive the ptie@ntigens necessary to induce protective immesponses. In preparing a TCV therapy, the myalioreactive Teells causin
the disease are taken from the blood, specifiadiiyntified, and expanded ex vivo by incubating éh&scells with MBP, PLP, and MOGelected peptides in the presenc
antigen-presenting cells and growth factors. Myplptide reactive Tells are grown to therapeutic levels and cryopxese Prior to use, the MRTCs are expanded, forted
and attenuated (by irradiation) to render them imgetent to replicate but viable for therapy. Thagenuated Teells are administered subcutaneously throughiassef injections
A single draw of a 500 ml bag of blood is suffidiém provide a full year's therapeutic regime ofvagin.

We have improved the manufacturing process of Tovaased on a new process, turnaround (receiptazfd from the patient and return Tovaxin to théqyd) is
decreased from 12 to 5 weeks and it is anticipétat the material and labor costs of an annualssof therapy will be approximately $4,000. Curréhgrapies are priced
$16,000 to $25,000 annually. The price of newerapies with better safety and efficacy profiles antéicipated to be priced at $20,000 to $25,00Qialin

We have also validated supply chain logistics improents that make manufacturing with a regionatreéfacility economical. The viability of blood MFRCs from th
time the blood is drawn from the patient to receipthe processing facility has been establishednainimum of 24 hours, which is sufficient for avyere in the United States a
likely, Canada. Experiments are underway to deteerihether blood MRTCs viability can be extendedttteast 72 hours. Stability on the final TCV fardation for injection int
patients has already been established at 72 hdlgsre actively conducting experiments to imprdwegtability profile of Tovaxin.

We have developed a supply chain agreement wittblobd Biological Services (Memphis, TN) in whicidblood will manage blood collection and shipménbul
manufacturing facility using the same infrastruetthiat is used to collect transfusable productsmilenanage direct shipment of the TCV to the istigator for administration
patient.
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Clinical Development of Tovaxin ™

The intent of our clinical development programaspbsition Tovaxin as firdine therapy for MS. Improvements in efficacy comdad with the inherent safety of
treatment make this goal realistic. If successfoalyaxin would be the first product that specifigaidrgets the “root cause” of MS—the myelin autotae T-cells. Compared
other treatments available, this therapy is indialized autologous, easier to tolerate and poténiiaces the disease into remission. If patieares treated early enough in
disease course, this therapy may prevent progressimore serious forms of MS and possibly allohes teversal of disease. Furthermore, Tovaxin seerbs appropriate to
combined with existing therapies to form a therajsecocktail that could be used over the entire Bifycle of a patient as other treatments are addedplaced. Remyelinati
therapies should be easier to develop and implefodatving the depletion and regulation of the nigedutoreactive T-cells.

The clinical effectiveness of whole @ell vaccines has evolved from 1990 to 2005 duotmulation improvements. There are three primageln proteins (MBF
MOG and PLP) that have been implicated in T-cethpgenesis of MS. In the early 1990’s, Dr. Zhangdumonovalent MBReactive T cell formulations to treat patients i
openiabel clinical trial, which demonstrated an exceflsafety profile and a 40% reduction in AnnualiZRelapse Rate (ARR; a primary outcome measureidensing M¢
therapies) (Table 1). Patients treated in Isra#h widivalent (MBP, MOG) formulation had an excetlsafety profile and reduced ARR by 55% (TableMgst recently, patien
treated in our Phase /Il opéabel studies with trivalent (MBP, MOG, and PLPjrfuilations had an excellent safety profile and ceduUARR by 93% (Table 1). In the upcom
Phase llb trial, a new formulation refinement Vol implemented that is expected to further impreffieacy.

Tahle 1. Comparison of Annual Reapse Rate Reductions with T-Cdl Vaccine Formulations
T-Cell Vaccine Peptide Annual Relapse Rate Mumher Fatients
Formulation Formulation Reduction {%4)*
Lionovalent MEFP 40 114
Divalent LEF, MOB 55 20
Trvalent MEF MOG, PLP 93 8]
Patient-Bpecific** Variahle hased on TBD*#*#* 150
patient-specific T-cells

* Allthres clinical trials were oper-label ** The Phase ITh trial will select peptide-specific myelin-
teactive T-cellsto tailor the T-cell vaccine specifically for the individual patient. *** TBD =to be
determined. Ower the past 10 years 150 patients hawve been treated with T-cell waceine.

Tovaxin™ Phase Ilb

The Phase llb trial, entitled “A Multicenter, Ramdized, Double-Blind, PlacebB8ontrolled Study of Subcutaneous Tovaxin™ in Suigjegith Clinically Isolate
Syndrome or Relapsing Remitting Multiple Sclerosts’be initiated in the first half of 2006, wileka multi-site double-blind, randomized, placeomtrolled 150 (100 treated,
placebo) patient trial. The patient population Wil those patients with early stage disease whevaxin is likely to have its greatest impact. Thignary endpoint will be lesic
evaluation (the total number of gadolinilenhancing lesions) via MRI with a secondary endpbging annual relapse rate. This trial is desigiwedgorously demonstrate 1
safety and efficacy of Tovaxin in the fastest, mexinomical manner prior to initiating a pivotalaBh Il1 trial approximately the second half of 2007
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A rigorous, blinded study is now required usingiguattspecific formulation(s) in subjects with early stadisease (where the therapy is likely to work béa
specifically define safety and efficacy paramefaier to entering a Phase Il registration studigeTrovaxin vaccine unlike other MS products in depment activates regulatc
T-cells (Tregs) that (1) induce the depletion @& thyelin autoreactive T-cells (anti-idiotypic resge of antid networks of CD4+ and CD8+ Tregs) that recogmsigecific MRTC:
by their unique TCR CDR3 peptides, and (2) induoenune responses to T-cell activation markers (@mdtypic response that recognizes the state ofaticn of T-cells
irrespective of their TCR specificity), and (3) skethe pro-inflammatory Thl phenotype autoantigeeesfic cells that produce IFN-gamma and interleukL]-2 and IL-12 tc
anti-inflammatory Th2 phenotype autoantigen-speda#lls that produce IL-4, IL-10, IL-6 and 12. These combined effects of TCV have the potktttiallow the body to repz
the multiple sclerosis lesions.

Stem Cell Therapy

Stem cells are undifferentiated primary cells thate the potential to become any tissues and orghtise body. They hold enormous therapeutic preni@s the
development of effective treatments and possibhg sarious diseases. Hematopoietic stem cellseptés the bone marrow and precursors to all bloglts, are currently the or
type of stem cells commonly used for therapy. Dectiave been transferring HSCs in bone marrow ptanss for more than 40 years. Advanced technidaesollecting o
“harvesting” HSCs are now used to treat leukenyimphoma and several inherited blood disorders.

The clinical potential of stem cells has also bdemonstrated in the treatment of other human diseascluding diabetes and advanced kidney cahtmrever, thes
new therapies have been offered only to a venjtdichhumber of patients using adult stem cells.

New clinical applications for stem cells are cutherbeing tested therapeutically for the treatmehtiver diseases, coronary diseases, autoimmuienagtaboli
disorders (amyloidosis), chronic inflammatory dses (lupus) and other advanced cancers.

Unfortunately stem cell therapies have technictiical and legal hurdles to overcome before thely vd able to be used to effect tissue and orgpairen diseas
states that heretofore have only treated the symgté significant hurdle to most uses of stem celithat scientists do not yet fully understand ghgmals that turn specific get
on and off to influence the differentiation of thiem cell. Therefore, scientists will have to béedb precisely control the differentiation of stemlls into the specific cell type
be used in therapy and drug testing Current knogdeaf the signals controlling differentiation falell short of being able to mimic these conditigmecisely to consistently ha
identical differentiated cells for each specifiestu

To realize the promise of novel célised therapies for such pervasive and debilitatisgases, scientists must be able to easily grddacibly manipulate stem ce
so that they possess the necessary charactefistisaccessful differentiation, transplantation armfjraftment. The following is a list of steps irceessful celbased treatmer
that scientists will have to learn to precisely ttohto bring such treatments to the clinic. Touseful for transplant purposes, stem cells musepeoducibly made to:

« Proliferate extensively and generate sufficientniitias of tissue
« Differentiate into the desired cell type(s)

« Survive in the recipient after transplant

« Integrate into the surrounding tissue after traauspl

» Function appropriately for the duration of the peent's life

« Avoid harming the recipient in any way

» Avoid the problem of immune rejection
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Although there are many ways to access stem oalis,autologous blood monocyterived stem cells offer distinct advantages. Thesp has been focused
embryonic stem cells because, intrinsically, thayehthe most potential but recent studies haveated that adult stem cells maybe better clinicdijmbryonic stem cells ha
three major drawbacks: (1) They are very expenivaccess, requiring 150 to 250 embryos to devefapcell line; (2) They are very difficult to coakrand (3) They are used
administering them into another individual (allogéa), thus risking rejection. Some of these drawdbazan be overcome if the cord blood stem cellsfrazen at birth; but mo
people have not done this. Therefore, the onlytmacway to access ore'own stem cells is either through bone marrow,siieal cord or fat tissue. All of these proced
require expensive, hospital treatment and areyf&i@umatic to the patient.

Stem cell transplants have been shown to be su’fatdssestigators have conducted clinical studadate stage heart failure patients using steis &eim the patients’
bone marrow injected directly into the damagedsaftthe heart. This procedure involved threadirgatheter through an artery into the left ventrighee hears main pumpin
chamber) and “mappingspecific sites of muscle damage. Stem cells wee thjected into these areas. After two monthstribated patients had significantly less heartifailan
angina and were better able to pump blood thamutitkeeated patients. The treated group also termleld better on treadmill tests, and after four rhenthe treated patients he
sustained improvement in pumping power and thetald supply blood to the entire body.

Stem Cell Platform

Our second exciting opportunity and comprehensaghrology platform involves a proprietary processptoduce large quantities of monocyerived stem cel
(MDSC) from blood at a relatively low cost. The iorfance of these MDSC is that they can be prepiaoed a patiens monocytes, expanded ex vivo, and then admintsteréhe
same patient. Because this is an autologous thetlagre should be no rejection issues and no naetthé use of debilitating antéjection drugs. Moreover, this method avoids
controversial ethical issues associated with emticystem cells. Lastly, since the source of MDS@his patients own peripheral blood, it has the advantage afdabundan
easy to obtain even on a repetitive basis, andeftesttive.

Adult stem cells are unspecialized cells that hastential to develop into many different cell typeshe body. Adult stem cells are believed to lpo#ential autologot
renewable replacement source which might be usedlett various diseases, such as heart disease,ltyfiabetes, stroke, heart attack, burn injursgsnal cord injurie!
Parkinson’s and Alzheimes’diseases, and many others. Adult stem cellsnacéniical trials globally and are currently beinged therapeutically in Thailand where hematope
stem cells (HSCs) are being used to treat cardiseade (severe angina pectoris). In addition, atalh cells are in clinical trials in the U.S. (reshymal stem cells), Bra:
Uruguay and Europe (bone marrow derived stem cells)

Working either alone or in conjunction with strategartners, we intend to utilize these MDSC frdme same patient to effect autologous tissue orrorgpair. Th
initial internal therapeutic targets are late sthgart failure and type 1 diabetes. Other therapé¢argets would be pursued through eatigge licensing or strategic alliances.
program is currently in prelinical development. The value proposition is tmfirm that we can make large amounts of inexpenfimctional stem cells from easily access
monocytes and then leverage off the advances leate globally to accelerate clinical trials.

Our technology and solution circumvents many of pheblems other stem cell technologies have bydaeinle to access large quantities of pluripotebte(do sel
replicate and be differentiated into all cell tymesept germ cells) stem cells from a patients blwod. The proprietary system works by first sepagathe monocytes (a type
white blood cell) from a patient’s blood. These moytes are then reversed in their evolution ddéerentiated) by applying specific growth factds them to yield a uniqr
MDSC. Blood is rich in monocytes and a 500 ml b&glood will yield over 100 million stem cells.
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Stem Cell Pre-Clinical and Clinical Development

We plan to conduct prefinical animal studies on these MDSC in 2006 befiiling an IND. The plan is to leverage off of ersive international research and clir
trials and develop these cells internally for latage heart failure and type 1 diabetes. All ofhatential applications will be olicensed to generate upfront cash, miles
payments, and royalties.

Type 1 diabetes and heart failure were chosennternal development because they are large matke¢s 1 million patients in the U.S.) and we havpraprietar
method of creating islet cells. Stem cell researsing more expensive processes has shown encogrelgiical results for the use of cellular therapythese indications. Tl
objective will be to develop these programs thropgdof of principle in human and then out-liceniserh to a major company.

Stem Cell Intellectual Property

We have an exclusive, worldwide license from theividrsity of Chicago, through its prime contract@lationship with Argonne National Laboratory, toe
development of pluripotent stem cells from monosyisolated from human peripheral blood and thee streating diseases. The technology was diseolvat the Argonr
National Laboratory, a U.S. Department of Energhpdratory. Under the License Agreement with the @rsity of Chicago, we have the rights to a tota8 gfatent applications
US, 2 PCT and 3 Foreign). We hold a license to peeccells that generate insulin using its core stelintechnology as well as a license for the ussome unique growth facto
which have overcome the challenge of different@@m adult stem cell to produce insulin. A pateptleation has been filed for the use of MDSC twealep betaislet cells fo
treatment of type 1 diabetes. We have filed a gatpplication for the use of MDSC to treat heasedise based on technology developed by us sino@iagghe license from tt
University of Chicago. Under the terms of this fise, the University is entitled to 4% royalty otesa

Stem Cell Strategy

We will review possible strategic partners for steetls following the proof-ofrinciple in animal models and the submission ofldB for diabetes and cardiolog
Possible licensing would be for marketing righteikthange for upfront money, milestone paymentgmeat of all ongoing clinical costs in licensedriteries, and royalties ¢
sales.

Synergy between T-Cell Vaccination and Stem Celtapeutics

Insulin dependent type 1 diabetes (T1D; insulinesefent diabetes (IDDM)) mellitus is a T celediated inflammatory autoimmune disease of themas, resulting
a lack of insulin. In a person with T1D, beta calfsLangerhans are damaged by autoimmune inflanemateading to an insufficiency of insulin. In Tid2veral autoantigen-
specific T cell autoreactivities have been ideatlfiThese include islet-specific antigens, likeulims and other nonislespecific antigens, like glutamic acid decarboxyléSAD),
carboxypeptidase H (CPH), and tyrosine phosphdté&s@) among others. Of all the known autoantigens icaped in the disease process, treatment with imsiylin, GAD 65
and the heat shock protein 60 (HSP60) peptide man7protect nonobese diabetic (NOD) mice from diseénsulin and GAD 65 are also the most promimgat autoantiger
shown to be recognized by peripheral T cells frobDpatients. These antigens, among others, may tloerbasis for a PharmaFrontier’s TCV therapy foDT
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Our TCV program has significant synergy with owerstcell program with respect to the treatment migd&dr T1D. Because autoreactivecElls are implicated in tl
destruction of beta cells, a therapeutic stratégy includes T1D TCV followed by ne w stem cellided beta cell replacement could be an extraorglittagrapy or cure for T1D.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our temlogies will be critical to the development of dasiness. We intend to protect our proprietaryllietéual propert
through patents and other appropriate means. Weupgn trade-secrgtrotection for some confidential and proprietarformation and take active measures to control actn
that information. We currently have non-disclosageeements will all of our employees.

Our intellectual property strategy includes devaigmproprietary technology for the sourcing, sogbe manufacturing, and storage of T cells and patent adult ste
cells and the use of these cells in multiple thewtip applications. This strategy will include ergding on technologies in-licensed to us as welimacensing addition:
technologies through collaborations with univeesitand biotech companies.

We have licenses to certain patents that relageitd cell technology and our pluripotent adulinsteell technology.
T Cell Therapy IP

We have an exclusive, worldwide license from thglBaCollege of Medicine to patent applicationsigiang rights to the treatment of multiple sclerosgng modifie:
T cells and to the use of the T cell technologg a@éagnostic. Under the Baylor license we are @ltéid to pay a percentage of net sales of produbfed to the licensed patents.

We also have an exclusive worldwide license for ititellectual property rights and research resaftan autologous T cell vaccine for the treatmenth@umatois
arthritis from the Shanghai Institutes for BiolagfiSciences (SIBS), Chinese Academy of ScienceleoPeople's Republic of China. Pursuant to theSSiBnse agreement,
made an initial payment to SIBS and we are oblidjdepay a percentage of net sales of productesuty the licensed technology. SIBfitial human clinical trial results indice
that the T cell vaccination induces immune respsttisat correlate with clinical improvements meaduae reductions in ACR50 (American College Rheuingio(ACR) criteria
which measures joint swelling and tenderness anerdactors such as pain and disability) and redostin rheumatoid arthritis laboratory parameters

Stem Cell Therapy IP

We have an exclusive, worldwide license from thevrsity of Chicago to a patent application claiminghts to the development of adult pluripotergnstcells fror
monocytes isolated from adult human peripheral dlddhe technology was developed at the ArgonneoNatiLaboratory, a U.S. Department of Energy Latwoyaoperated by tt
University of Chicago.
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Pursuant to the license we have issued a totaB @05 shares of our common stock to the Universitghicago. We have also agreed to pay the UnityeasiChicagt
$1.5 million upon the later of October 31, 2006oar raising $10 million or more in any financing.eVeire also obligated to issue to the UniversitZbicago sufficient addition
shares of common stock so that the University haltistal of 2.6% of our outstanding stock after mising $10 million or more in any financing to issued by October 31, 20
We have agreed to pay a percentage of royaltiesalms of products subject to the licensed patastsell as sublicense fees. In addition, the Usitenf Chicago license requii
us to expend on research and development at 16838000 before February 2008. To date we havetspeexcess of $2,000,000 and have met our olitigatrequired by tt
license. The license also requires us to sell dymbor method based on the licensed technolodyelyuary 2011.

Research Collaborations

We anticipate that from time to time in the futuve will enter into collaborative research agreersemth other academic and research institutions.Wwhieuse suc
agreements to enhance our research capabilitigcdlly, in the industry, such agreements provide industry partner with rights to license the listtual property creat
through the collaboration. We may also enter imdlaborative research agreements with other phasnotézal companies when we believe such collabamatvidl support th:
development and commercialization of our technology

Commercialization Through Third Part ies

We anticipate that we will grant sublicenses fortaie applications of our technologies. We beligkiat by sublicensing some of the rights to our tetbgy tc
pharmaceutical companies and other third partiesywilt be able to more efficiently develop some lagggions of our technologies. We currently do have any sublicenses.

Competition

The development of therapeutic and diagnostic agémt human disease is intensely competitive. Magbarmaceutical companies currently offer a numdf
pharmaceutical products to treat heart attackketrBarkinsors disease, diabetes, liver diseases, arthritisotimel diseases for which our technologies may Ipdicgble. Man'
pharmaceutical and biotechnology companies arestigating new drugs and therapeutic approachethéosame purposes, which may achieve new efficacfjigs, extend th
therapeutic window for such products, alter thegpsis of these diseases, or prevent their onsetb#lieve that our products, when and if succelysfidveloped, will compe
with these products principally on the basis of iayed and extended efficacy and safety and thegralveconomic benefit to the health care system.aikpect competition
increase. We believe that our most significant cetitgrs will be fully integrated pharmaceutical quamies and more established biotechnology compaSiesller compani
may also be significant competitors, particulaHyough collaborative arrangements with large phaeutcal or biotechnology companies. Some of oimary competitors in tt
current treatment of and in the development ofttneats for multiple sclerosis include Biogen, El&erono, Aventis, Teva, and Schering AG. Some ofpoimary competitors
the development of stem cell therapies include rdastBiosciences, Geron, Gami@=ll Ltd, Stem Cells Inc., Cellerant Therapeuti¢gcell, and Osiris Therapeutics. Many
these competitors have significant products in tgraent that could be competitive with our potelnpi@ducts.

Sales and Marketing

We intend to develop a sales force to market outiphe sclerosis cell therapy and diagnostic prddun the U.S. Given the concentration of multiptderosis among
relatively small number of specialized neurologiste believe that a modest size sales force woaldufficient to market the multiple sclerosis protsu Our plan is to st
building the sales force with the launch of the tiplg sclerosis diagnostic products.
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We expect to partner with large biotech and phasutical companies for the marketing and sales ostam cell therapy products.
Description of Property

Our principal executive offices are located at 2685Crescent Ridge Drive, The Woodlands, Texas, amdtelephone number is (281) 29231. This 10,200 sq.
facility is located on 3 acres. This location pdes space for research and development laboratargsecialized flow cytometry and microscopy Isiopport of clinical trials wit
GMP manufacturing suites; quality systems managémih a quality control laboratory, regulatory aiffs offices, quality assurance space; as welblasrastrative support spau
There is 2500 sq. ft. of space in the facilityl stitailable for future buildsut. The facility including the property is leasied a term of ten years ending September 30, 2@ith
two options for an additional five years each atttien prevailing market rate. We believe thatlease is at a competitive or market rate.

Government Regulation

Our research and development activities and therdutanufacturing and marketing of our potentiaduorcts are, and will be, subject to regulation dafety an
efficacy by a number of governmental authoritiethia United States and other countries.

In the United States, pharmaceuticals, biologieald medical devices are subject to Food and DrugiAdtration or FDA, regulation. The Federal Fo@dug anc
Cosmetic Act, as amended, and the Public Healtki®eAct, as amended, the regulations promulgatedetinder, and other Federal and state statutesegnthtions gover
among other things, the testing, manufacture, gaédficacy, labeling, storage, export, record kagpapproval, marketing, advertising and promotidrour potential product
Product development and approval within this reguiaframework takes a number of years and involsigsificant uncertainty combined with the expeundst of substanti
resources.

FDA Approval

We will need to obtain FDA approval of any therapeproduct we plan to market and sell. The stegzpiired before our potential products may be matkat the
United States include:

1. Preclinical Laboratory and Animal Test$reclinical tests include laboratory evaluatiémhe product and animal studies in specific disgasdels to assess
the potential safety and efficacy of the produat aor formulation as well as the quality and cotesisy of the manufacturing process.

2. Submission to the FDA of an Application for an ktigational New Drug Exemption, or IND, Which MBstcome Effective Before U.S. Human Clinical
Trials May CommenceThe results of the preclinical tests are submittethe FDA as part of an IND, and the IND becomffsctive 30 days following its receipt by the FPes
long as there are no questions, requests for delapjections from the FDA.

3. Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Prod@inical trials involve the evaluation of the pect
in healthy volunteers or, as may be the case wittpotential products, in a small number of pasamider the supervision of a qualified physiciaimi€al trials are conducted in
accordance with protocols that detail the objestiobthe study, the parameters to be used to nrosafety and the efficacy criteria to be evaluateuly product administered in a
U.S. clinical trial must be manufactured in accor@iawith clinical good manufacturing practices@GMP, determined by FDA. Each protocol is submitethe FDA as part of tl
IND.
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The protocol for each clinical study must be apprbby an independent Institutional Review BoardiRB, at the institution at which the study is caoteéd and tF
informed consent of all participants must be olgdinThe IRB will consider, among other things, ghesting information on the product, ethical fastothe safety of hum.
subjects, the potential benefits of the therapythedossible liability of the institution.

Clinical development is traditionally conductedtiimee sequential phases, which may overlap:

e In Phase I, products are typically introduced ihtrlthy human subjects or into selected patienuladipns to test for adverse reactions, dosageaode
absorption and distribution, metabolism, excreiond clinical pharmacology.

« Phase Il involves studies in a limited patient gapan to (i) determine the efficacy of the prodfet specific targeted indications and populatidiiy,determint
optimal dosage and dosage tolerance and (iii) ifyepbssible adverse effects and safety risks. Waeadose is chosen and a candidate product is fourd
effective and to have an acceptable safety profithase Il evaluations, Phase lll trials begin.

« Phase Ill trials are undertaken to conclusively destrate clinical efficacy and to test further $afety within an expanded patient population, galfyeat multiple
study sites.

The FDA continually reviews the clinical trial pleand results and may suggest changes or may eagjsgontinuance of the trials at any time if siigaint safety issut
arise.

1. Submission to the FDA of Marketing Authorization fligations. The results of the preclinical studéesl clinical studies are submitted to the FDA ie
form of marketing approval authorization applicaso

2. FDA Approval of the Application(S) Prior to Any Canercial Sale or Shipment of the Drug Biologic PradManufacturing Establishments Locate:
Certain States Also May be Subject to Separate lR&gy and Licensing Requirement. The testing gopraval process will require substantial time, gffnd expense. The fit
for approval is affected by a number of factorgluding relative risks and benefits demonstratedlimical trials, the availability of alternativeeatments and the severity of
disease. Additional animal studies or clinicallfrimay be requested during the FDA review peridaictv might add to that time.

After FDA approval for the product, the manufaatgriand the initial indications, further clinicalals may be required to gain approval for the usthe product fc
additional indications. The FDA may also requireusumal or restrictive postarketing testing and surveillance to monitor fdverse effects, which could involve signific
expense, or may elect to grant only conditionakapals.

FDA Manufacturing Requiremen

Among the conditions for product licensure is thguirement that the prospective manufacturer’sityuebntrol and manufacturing procedures confornthi® FDA's
current good manufacturing practices, or GMP, negmént. Even after product licensure approval, tfaufacturer must comply with GMP on a continuirasib, and wh.
constitutes GMP may change as the state of thef amanufacturing changes. Domestic manufacturingifies are subject to regular FDA inspections &VvIP compliance, whic
are normally held at least every two years. Foreiganufacturing facilities are subject to periodiDA-inspections or inspections by the foreign retpia authorities wit
reciprocal inspection agreements with the FDA. Dsticemanufacturing facilities may also be subjecdispection by foreign authorities.
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Fast Track, Priority Review and Accelerated Appiic

Fast Track refers to a process for interacting WithFDA during drug development. Priority Reviepphes to the time frame the FDA targets for reviegva complete
application. Accelerated Approval (Subpart H) agplio the design and content of the studies ussdpport a marketing claim.

Fast Track is a formal mechanism to interact with the FDA gsapproaches that are available to all applicamtsfarketing claims. The Fact Track mechanis
described in the Food and Drug Administration Mazation Act of 1997. The benefits of Fast Tracklie scheduled meetings to seek FDA input inteetiggment plans, ti
option of submitting a New Drug Application (NDA isections rather than all components simultangoasid the option of requesting evaluation of stadising surroge
endpoints as discussed below. The Fast Track designis intended for the combination of a prodant a claim that addresses an unmet medical ne¢ds independent
Priority Review and Accelerated Approval. An apphit may use any or all of the components of Faatkwithout the formal designation. Fast Track geation does n
necessarily lead to a Priority Review or Acceledai@proval.

Priority Review is a designation for an application after it hasrbsubmitted to the FDA for review for approvalaarketing claim. Under the Food and C
Administration Modernization Act of 1997, reviews fNew Drug Applications, or NDAs, are designatsdeéher Standard or Priority. A Standard desigmasiets the target di
for completing all aspects of a review and the Faking an action on the application (approve oramtrove) at 10 months after the date it was fifedPriority designation se
the target date for the FDA action at 6 months.riéity designation is intended for those produbist address unmet medical needs.

Accelerated Approval or Subpart H Approval is a program described in the NDA regulations thamtended to make promising products for lifeetitening diseas
available on the market on the basis of preliminevidence prior to formal demonstration of patibehefit. The studies are designed to measure and-ERA evaluation
performed on the basis of a surrogate marker (surement intended to substitute for the clinicahsuement of interest, usually prolongation of sty that is considered like
to predict patient benefit. The approval that iarded may be considered a provisional approval withritten commitment to complete clinical studibat formally demonstra
patient benefit. The Federal Register publishedsaudsion of Accelerated Approval with commentsséiit a formal demonstration of patient benefitisk benefit assessme
cannot be made. Accelerated Approval designati@s dot necessarily lead to a Priority Review.

Proposed FDA Regulatior

The FDA is requiring human cell, tissue, and celiidnd tissudased product (HCT/P) establishments to followentrgood tissue practice, which governs the me
used in, and the facilities and controls used thoe, manufacture of HCT/Ps; recordkeeping; and tttebdishment of a quality program. The agency $® @suing new regulatio
pertaining to labeling, reporting, inspections, amiorcement that will apply to manufacturers ajsta HCT/Ps regulated solely under the authoritthefPublic Health Servi
Act, and not as drugs, devices, and/or biologicatipcts.
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As part of this approach, the FDA has publishedlfirules for registration of establishments thagage in the recovery, screening, testing, procgsstorage ¢
distribution of human cells, tissues, and cell@ad tissuésased products, and for the listing of such pragluEhese products specifically include stem célig aire progenitors
blood cells; however, the FDA makes no explicitesteent regarding the inclusion of other types efrstells. In addition, the FDA has published pregbsules for makin
suitability determinations for donors of cells @m$ue and for current good tissue practice forufecturers using them. We cannot now determinduteffects of this regulatol
initiative, including precisely how it may affedte clarity of regulatory obligations and the extehtegulatory burdens associated with pluripotahilt stem cell research (for st
cells that give rise to various tissue types, idoig blood), and the manufacture and marketingdoftastem cell products.

Other Regulations

In addition to safety regulations enforced by tlBAFwe are also subject to regulations under theupational Safety and Health Act, the EnvironmePRtaltection Ac
the Toxic Substances Control Act and other preaedtpotential future foreign, Federal, state amadlloegulations.

Outside the United States, we will be subject ulations that govern the import of drug productsf the United States or other manufacturing sites foreigi
regulatory requirements governing human clinicalsrand marketing approval for our products. Tésguirements governing the conduct of clinical &jgiroduct licensing, pricit
and reimbursements vary widely from country to dounin particular, the European Union is revisitgregulatory approach to high tech products, mptesentatives from t
United States, Japan and the European Union atfeeiprocess of harmonizing and making more uniftienregulations for the registration of pharmaaaltproducts in the:
three markets.

Employees

As of June 19, 2006, we had 32 full time employé&#¥e. believe that our relations with our employees good. None of our employees is represented tnyi@n o
covered by a collective bargaining agreement.

Legal Proceedings
We are not currently a party to any legal procegslin
MANAGEMENT
The following table sets forth certain informatimygarding our current directors and executive effic

Our executive officers are elected by the boardigctors and serve at the discretion of the boalidof the current directors serve until the nexinual stockholders’
meeting or until their successors have been delgtetl and qualified.

Name Age Position

David B. McWilliams 63  President and Chief Executive Officer, Director
C. W. Rouse 58  Chief Financial Office(®)

Lynne Hohlfeld 46  Chief Financial Office(®)

Scott B. Seaman 50 Director

Gregory H. Bailey 50 Director

David Hung 48  Director

Michael Richman 45  Director

@ Mr. Rouse will retire on June 30, 2006. Ms. Hohdfelill assume the position on that de
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Biographical information for our directors and ewtiee officers is set forth below:

David B. McWilliams was appointed President and Director in August 260dm December 2004 until August 2004, Mr. McWiflis was a private investor. Fr
June 2003 to December 2003, Mr. McWilliams servedeesident and CEO of Bacterial Barcodes, Inenogcular diagnostics company. From May 2002 toeJ2003, Mt
McWilliams served as CEO of Signase, Inc., a catiterapy company. Mr. McWilliams served as CEO nt¥sive Pharmaceuticals Inc., a cardiovasculamatieitics compat
from June 1992 to March 2002. Prior to June 1992, NtWilliams served as CEO of Zonagen Inc., a hameproductive products company. Prior to that fie McWilliams
was a senior executive with Abbott Laboratories amdanagement consultant with McKinsey & Co. Heenity serves as a director of Novelos Therapeublis and Fairwa
Medical Systems, Inc. He also serves on the boafrtise Texas Healthcare and Bioscience Institutttae Houston Technology Center. He received an NiBfinance from th
University of Chicago, and a B.A. in chemistry, Bata Kappa, from Washington and Jefferson College.

C. William Rouse has served as our Chief Financial Officer since NM@@4. Prior to May 2004, Mr. Rouse was Managinge€tor of Rouse Associates from A|
1999 until May 2004. From January 1995 to April 9% was Chief Marketing Officer for Futorian Irend from December 1990 to January 1995 he was si®ivGener:
Manager for Masco Corporation. Prior to 1990 MruR®was President of BEI, Inc. Mr. Rouse has ledrsé startups and turnarounds and founded sesecakssful companies.

Lynne Hohlfeld will assume the position of Chief Financial Officar June 30, 2006. She has served as Vice Presklranhce since April 2006. From September :
until April 2006, she was vice president and cliiefncial officer of Denota Ventures. From Augu80R until March 2004 she was senior vice presidemigf financial officer ¢
Bacterial Barcodes, Inc., a Houstbased molecular diagnostics company spun out oBthgor College of Medicine there. She was alsdaevice president and chief financ
officer of Spectral Genomics of Houston upon itsrgee with Bacterial Barcodes in March 2004. Ms. Held was also employed by LifeCell Corporationrfrdl997 to 199!
serving as controller. Ms. Hohlfekl'career includes positions at Dixie Chemical Camyp®rice Waterhouse Coopers, McKenna & Compang,Aathur Andersen. Ms. Hohlfe
received a B.B.A. in accounting from the UniversifyWisconsin - Madison and is a certified publecauntant.

Scott B. Seamarhas served as a Director of since April, 2006. Sgaman currently serves as the executive direcibrtre@asurer of the Albert and Margaret Al
Foundation of Houston, Texas, a private foundagiomarily supporting institutions in the Texas Meali Center in Houston, Texas. Since January 1998esent, Mr. Seaman |
served as the chief financial officer of Chaswitll.tan investment management company. Since Septebh®86, Mr. Seaman has served as secretary amslitez of M & /£
Properties Inc., a ranching and real estate con&nte January 2003, Mr. Seaman has served asmaraand, since July 2004, president of ICT Managgnnc., the genet
partner of Impact Composite Technology Ltd., a cosife industry supplier. Since May 2004, Mr. Searhas served as a Member of the Investment Comnuft€&obal Hedge
Equity Fund LP, a hedge fund. Mr. Seaman receiviedchelor’s degree in business administration fBowling Green State University.

Dr. Gregory H. Bailey has served as a Director of since April, 2006. Siklay 2004, Dr. Bailey has served as a managiregtir of MDB Capital Group LLC. Fro
June 2002 to June 2003, Dr. Bailey served as a giagairector of Gilford Securities, Inc and fror898 to June 2002, Dr. Bailey served as a managiegtdr of Knightsfor:
Bank Corp. Since May 2005, Dr. Bailey has servediesctor of Medivation, Inc., a public company @ised on acquiring biomedical technologies. Dr. &aliolds a M.D. fror
the University of Western Ontario.
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Dr. David Hung has served as a Director since May 2006. Dr. Huemg derved as the president, chief executive officelr as a director of Medivation, Inc. si
December 17, 2004. Dr. Hung also has served aPiegident and Chief Executive Officer, and memidethe board of directors, of Medivation, In&.5ubsidiary, Medivatic
Neurology, Inc. since its inception in Septembed20~rom 1998 until 2001, Dr. Hung was employedPbgDuct Health, Inc., a privately held medical @evcompany, as Ch
Scientific Officer (1998-1999) and as President &tief Executive Officer (1992001). From December 2001 to January 2003, Dr. Huamged as a consultant to Cytyc He
Corporation. From July 1999 to November 2001, Dungi served as president and chief executive ofti€&roDuct Health, Inc. Dr. Hung received his Mfiam the University ¢
California at San Francisco, and his M.A. and ArBbiology and organic chemistry from Harvard Cgle

Michael S. Richmanhas served as a Director since June 2006. Mr. Richis Executive Vice President and Chief Opera@ificer of MacroGenics, Inc. He join
MacroGenics, Inc in 2002 with over twenty yearsexignce in corporate business development withénbibtechnology industry. Before joining MacroGenioc, he was seni
vice president, corporate development administnaib Medlmmune, Inc. from 1996 to 2002rom 1985 to 1996, Mr. Richman served in variousiagrepositions at Chirc
Corporation, a public biotechnology company, witis Fast position being director of corporate buss@evelopment. His previous positions include rganaf busines
development from 1990 to 1992 and manager of mtalial property from 1988 to 1990. Mr. Richman reee hisMSBA degree from San Francisco State Universityhve
concentration in International Business, and a Be§ree form the University of California at Davis.

Committees of the Board of Directors
We currently have an audit committee, a compensationmittee, and a nominating and corporate govesmaommittee.

Audit Committee The audit committee of the Board currently cotssi$ Dr. Hung, Mr. Richman and Mr. Seaman, alwbiich are independent, n@mployee director
The audit committee selects, on behalf of our bedrdirectors, an independent public accounting fio be engaged to audit our financial statemetigsuss with the independ
auditors their independence, review and discusatidied financial statements with the independenditors and management and recommend to our lbalicectors whether ti
audited financials should be included in our AnnReborts to be filed with the SEC. The audit conmeitoperates pursuant to a written charter, whiah adopted in Febru¢
2005. During the last fiscal year, the audit comeeitheld 4 meetings and the then members of thé& Rednmittee attended that meeting.

All of the members of the audit committee are romployee directors who: (1) met the criteria folependence set forth in Rule 1@{b)(1) under the Securiti
Exchange Act of 1934, as amended (the “Exchang®;A&) did not participate in the preparation of ouraficial statements or the financial statementspEx@ Pharmaceutice
Inc.; and (3) are able to read and understand fuedtal financial statements, including a balan@eshincome statement and cash flow statementBblaed has determined tl
Mr. Seaman qualifies as an “audit committee finahekpert” as defined by Item 401(e) of Regulat®8 of the Exchange Act.

Compensation Committeelhe compensation committee of the board conefsBr. Hung, Mr. Richman and Mr. Seaman, who adependent directors, as define
Rule 10A3 of the Exchange Act. The compensation Commitesgews and approves (1) the annual salaries arel esimpensation of our executive officers and f@jvidua
stock and stock option grants. The compensationr@ittee also provides assistance and recommendatitthgespect to our compensation policies and tipas and assists w
the administration of our compensation plans. Téramensation committee held 4 meetings in the figeal ended December 31, 2005, and the then merab#ts compensatic
committee attended each meeting.
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In addition, the Board has adopted a written chafite the compensation committee, adopted in Aug@Q4, which is available on the Companytebsite ¢
www.opexatherapeutics.com.

Nominating and Corporate Governance Committdée nominating and corporate governance commdtebe board currently consists of Dr. Hung, MichiRnar
and Mr. Seaman, each of whom are found by the boldirectors to be an “independent directptirsuant to the applicable rules and regulatiomsnpigated by the SEC. T
nominating and corporate governance committeetassis board of directors in fulfilling its respabiities by: identifying and approving individuatpualified to serve as memb
of our board of directors, selecting director noegs for our annual meetings of shareholders, etmafuahe performance of our board of directors, aebeloping an
recommending to our board of directors corporateegrance guidelines and oversight with respecbtparate governance and ethical conduct. This cdteenoperates pursui
to a written charter adopted in February 2005, Wh&cavailable on the Company’s website at httmMwopexatherapeutics.com under the heading “Invdstfio”. During the
fiscal year ended December 31, 2005, the nominatird)corporate governance committee held 4 meetargs the then members of the compensation conerittiended ea
meeting.

Compensation Committee Interlocks And Insider Bgdtion. Our compensation committee is comprised of DmgduMr. Richman and Mr. Seaman. None of
committee members has ever been an employee ofeaOfferapeutics, Inc. None of our executive officersre as a member of the board of directors ompemsation committe
of any entity that has any executive officer segvas a member of our Board of Directors or comp@msaommittee.

Compensation of Directors

Mr. McWilliams who is a director and an officer doeot receive any compensation for his servicesrmgmber of our board of directors. As direc@®mpensation f
the period ending April 13, 2007, the Company apptbthe issuance of a ten year option to purch&€08 shares of common stock to Dr. Bailey, Mr.rS@aand Dr. Hung at
exercise price of $5.20 per share. On June 16, 28®6ompany approved the issuance of a ten ye#@nof purchase 35,000 shares of common stock toRithman at
exercise price of $9.80. Each of these options 8% on the date of grant, 25% on the first anrs@asr and the remaining 25% on the second anniwersih ninety da
acceleration upon the director’s termination. Wientrirse our directors for travel and lodging exganis connection with their attendance at boardcamdmittee meetings.

In April 2006, the board approved the acceleraiesting of the options held by Messrs. Boveroux, éesKamin and Frison and extended the term tootsefor thre
years. In addition, subject to the sharehol' approval of an amendment to the Plan increasingitimber of shares of common stock authorized faraace under the Plan,
compensation for the directorgtior efforts, the board approved the issuancéh@e year options to purchase 2,000 shares toafddlessrs. Boveroux, Wesner and Kamin
2,500 shares to Mr. Frison. These options are ea#te at $5.20 per share and vest in one year.
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EXECUTIVE COMPENSATION
Summary Compensation Table

The following tables set forth certain informatimgarding our CEO and each of our most higtdyapensated officers whose total annual salarybands for the fisc.
years ending December 31, 2005, 2004 and 2003 e&de®100,00C

Long Term Compensation

Annual Compensation Awards
Securities Underlying All Other
Name and Salary Bonus Options Compensation
Principal Position Year (%) (%) #) %)
David B. McWilliams (1) 2005 250,000 - 5,000 -
2004 83,000 - 37,000 (2) -
2003 - - - -
C. William Rouse (3) 2005 180,000 _ 5,000 _
2004 77,500 - 10,000 (2) -
2003 - - - -
Warren Lau (4) 2005 R R R R
2004 98,000 - - -
2003 - - - -
Jason Otteson (5) 2005 - - - -
2004 42,000 - - -
2003 102,000 - 2,400 -
Q) Served as chief executive officer since August 2004
2) See “Executive Employment Contracts” for a disonssif the option.
3) Served as chief financial officer since May 2004.
(4) Served as chief executive officer from June 200dubh August 2004.
5) Served as chief executive officer until June 2004.

Option Grants in Last Fiscal Year

(Individual Grants)

Number of % of Total Options
Name Securities Options Granted to Fiscal Exercise/Base Price Expiration
Granted Year ($/Share) Date
David B. McWilliams 5,000 2% 30.00 01/21/2010
C. William Rouse 5,000 2% 30.00 01/21/2010

Warren Lau - - - -
Jason Otteson - - - -

35




Options Exercises and Fiscal 2005 Year End Values

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at December 31 2005 at December 31 2005 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
David B. McWilliams 24,33¢ 17,667 $ -0- (1) $ -0- (1)
C. William Rouse 10,00(¢ 5,001 -0- (1) -0- (1)
Warren Lau - - - -
Jason Otteson - - - -
1) The value of “in-the-money” stock options represehe difference between the $30.00 exercise pfiseich options and the fair market value of $60share of

common stock as of December 31, 2005, the closiicg pf the common stock reported on the OTC BinllBbard for December 30, 2005.
No options were exercised during the fiscal yeatleenDecember 31, 2005. No stock appreciation riglet® outstanding at the end of the 2005 fiscat.yea
Executive Employment Contracts

David B. McWilliams has an existing employment agrent with us that he entered into effective Auge804. Mr. McWilliams current agreement for thesipion of
chief executive officer is at an annual salary 85,000 and may be terminated by us or him at ang for any or no reason. Mr. McWilliams has thghtito purchase 37,0
shares of our common stock exercisable at a pecesipare of $30.00, which all vested in April 2006January 2005, Mr. McWilliams was granted ani@pto purchase 5,0
shares of common stock at a purchase price of $3@0 share, of which 3,334 shares vested in Jar2@06. In May 2006, subject to the shareholdapgroval of the propos
amendment to the Plan increasing the number ofeshair common stock authorized for issuance underPflan, Mr. McWilliams was granted a ten year aptior purchas
120,000 shares of common stock at $5.00 per stessting in three years with ninety day acceleratipan Mr. McWilliams termination.

C. William “Bill” Rouse entered into an employment agreement, egpitme 2006, providing for an annual salary of $080. Mr. Rouse has the right to purct
10,000 shares of our common stock exercisablepéta per share of $30.00. This option will vesthree parts: 3,333 on April 29, 2005, 3,333 onilA?28, 2006 and finally 3,3?
on April 29, 2007. Any unexercised options will é@gpon April 29, 2009. In January 2005, Mr. Rousasvgranted an option to purchase 5,000 sharesmfnon stock at
purchase price of $30.00 per share, of which 3 8%&es vested in January 2006. In May 2006, subjettie shareholdersipproval of the proposed amendment to the
increasing the number of shares of common stodkoaized for issuance under the Plan, Mr. Rousegrasted two options: (i) a five year option exeabie at $5.00 per share
purchase 65,000 shares of common stock, 1/3 vestimgdiately and the balance vesting one year fiteergrant date, with no acceleration or terminapoovisions resulting fro
Mr. Rouses termination of employment with the Company; aifjda(five year option exercisable at $5.00 perrsha purchase 10,000 shares of common stock onbevested
our registration statement to be filed pursuartheApril 2006 private offering, is filed with tH8EC and deemed effective by the SEC without triggeany payment obligatio
as provided for in the April 2006 private offeringjth no acceleration or termination provisionsnfirdvr. Rouses termination of employment with the Company. MouR¢
tendered his retirement effective June 30, 2006.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of June 19, 20@6e number and percentage of outstanding sharesrafommon stock owned by: (a) each person whadsvk by
us to be the beneficial owner of more than 5% af @utstanding shares of common stock; (b) eachuofdirectors; (c) the named executive officers efngd in Item 402 ¢
Regulation S-B; and (d) all current directors ardcaitive officers, as a group. As of June 19, 2@0ére were 6,696,704 shares of common stock issnédutstanding.

Beneficial ownership has been determined in acemelavith Rule 138 under the Exchange Act. Under this rule, certkiares may be deemed to be benefic
owned by more than one person (if, for examplesqes share the power to vote or the power to despbshe shares). In addition, shares are deembd beneficially owned by
person if the person has the right to acquire shéfce example, upon exercise of an option or wajravithin 60 days of the date as of which the mnfation is provided. |
computing the percentage ownership of any pers@namount of shares is deemed to include the anudigitares beneficially owned by such person bgaeaf such acquisitic
rights. As a result, the percentage of outstandimayes of any person as shown in the followingetaloles not necessarily reflect the pers@ttual voting power at any partict
date.

To our knowledge, except as indicated in the fotasdo this table and pursuant to applicable conityymoperty laws, the persons named in the tabletsole votin
and investment power with respect to all sharesoafmon stock shown as beneficially owned by them.

Name and Address of Beneficial Owner (1) Number of Shares Owned Percentage of Class

Beneficial Owners of more than 5%:

SF Capital Partners Ltd. (2) 1,000,000 (= 14.93%
Magnetar Capital Master Fund, Ltd (4) 672,500 (5 9.99%
Austin W. Marxe and David M. Greenhouse 1,500,000 (€ 20.84%
Albert and Margaret Alkek Foundation (7) 685,973 (8 9.99%
Alkek & Williams Ventures Ltd. (9) 416,798 (1C 6.08%
DLD Family Investments, LLC (11) 370,778 (12 5.43%
Officers and Directors:

Scott B. Seaman (9) 468,581 (12 6.81%
David B. McWilliams 57,715 (14 *

C. William Rouse 49,996 (15 *
Gregory H. Bailey 71,428 (16 1.06%
David Hung 17,500 (17 *
Michael Richman 17,500 (18 *

All directors and executive officers as a grougpéssons) 682,720 (1< 9.66%

* Less than 1%
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Unless otherwise indicated, the mailing addresh®tbeneficial owner is c/o Opexa Therapeutics,, 2835 N. Crescent Ridge Drive, The Woodlands ae&7381.

Michael A. Roth and Brian J. Stark exercise joiating and dispositive power over all of the shasesommon stock beneficially owned by SF Capitattiers Ltd., bt
Messrs Roth and Stark disclaim beneficial ownersliipuch sharesthe information in this footnote is primarily based a Schedule 13G filed with the SEC on A
17, 2006 and other information provided to The mailing address of SF Capital Partners Ltadt/asStark Offshore Management, LLC, 3600 South LBkee, St
Francis, WI 53235.

Excludes 500,000 shares of Company common stadkrlying the Warrant (“Warrant”) that SF Capiartners Ltd. is contractually prohibited from eging tothe
extent that it would beneficially own in excess9d999% of the total number of issued and outstandirares of common stock after such exercise. “Svgtrefers, it
each case to the Warrants dated April 11, 2006.

Magnetar Financial LLC is the investment advisoMzgnetar Capital Master Fund, Ltd. (“Magnetaaf)d consequently has voting control and investrdesretior
over securities held by Magnetar. Magnetar FirelncLC disclaims beneficial ownership of the shahedd by Magnetar. Alec Litowitz has voting cortavel
Supernova Management LLC, which is the generalnpardof Magnetar Capital Partners LP, the sole magagember of Magnetar Financial LLC. As a resMit,
Litowitz may be considered the beneficial owneramly shares deemed to be beneficially owned by Magriéinancial LLC. Mr. Litowitz disclaims benefa
ownership of these shares. The mailing addredseobéneficial owner is 1603 Orrington Ave., 13thd¥l Evanston, lllinois 60201.

Excludes 287,500 shares of Company common stoclerlymag a Warrant that Magnetar is contractuallptpbited from exercising to the extent that it wd
beneficially own in excess of 9.999% of the totamber of issued and outstanding shares of comnuwk sifter such exercise.

Consisting of: (i) 331,000 shares of common stawtt 865,500 shares of common stock issuable upoexéeise of a Warrant held by Special Situationsd-Il QP
L.P., (ii) 28,400 shares of common stock and 14.2068@res of common stock issuable upon the exeofiseWarrant held by Special Situations Fund I1IPL. (iii)
90,600 shares of common stock and 45,300 sharesnefnon stock issuable upon the exercise of a Wiaheld by Special Situations Cayman Fund, L.P), 480,00(
shares of common stock and 200,000 shares of constomk issuable upon the exercise of a Warrant bgl@pecial Situations Private Equity Fund, L. &v)
150,000 shares of common stock and 75,000 sharesnainon stock issuable upon the exercise of a Waheld by Special Situations Life Sciences Fun®,. IMGF
Advisors Limited (“MGP”)is the general partner of Special Situations FuhdQP, L.P. and Special Situations Fund Ill, LAVM Investment Company, In
(“AWM?") is the general partner of MGP and the galgrartner of and investment adviser to the Sp&italations Cayman Fund, L.P. MG Advisers, L.L.BIG") is
the general partner of and investment adviserédStpecial Situations Private Equity Fund, L.P. Li&i&ers, LLC (“LS")is the general partner and investment advis
the Special Situations Life Sciences Fund, L.P.tiaud/. Marxe and David M. Greenhouse are the ppakcowners of MGP, AWM, MG and LS. Through theintwl
of MGP, AWM, MG and LS, Messrs. Marxe and Greenleossare voting and investment control over thefplastsecurities of each of the funds listed abotie
information in this footnote is primarily based arSchedule 13D filed with the SEC on April 24, 2G06&1 other information provided to uBhe mailing address
Messrs. Marxe and Greenhouse is 527 Madison AveBuigs 2600, New York, New York 10022.
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This information is based on the Schedule 13D filéith the SEC on April 24, 2006, as amended, byeflland Margaret Alkek Foundation (the “Foundatjo®lkek &
Williams Ventures, Ltd. (“Ventures”), Scott Seamddi,D Family Investments, LLC, and the other repugtipersons named therein (the” Foundation 13DHe
Foundation acts through an investment committa@ésdfoard of directors, which includes Mr. Daniginald, Mr. Joe Bailey, Mr. Scott Seaman and Ms.d@abunca
Williams. Mr. Seaman is the executive director foé Foundation and chairman of the investment cotemifThe investment committee has sole voting amesitmer
power over all of the shares of common stock beraly owned by the Foundation. However, pursuantite Foundation 13D, neither the executive direcm
any member of the investment committee may acwiddally to vote or sell shares of common stockdhgy the Foundation; therefore, the Foundationduwaxlude:
that no individual committee member is deemed teelieially own, within the meaning of Rule 13def the Exchange Act, any shares of common steaté by the
Foundation solely by virtue of the fact that hesbe is a member of the investment committee. Aauttily, pursuant to the Foundation 13D, the Foundaha:
concluded that because Mr. Seaman, in his capasigxecutive director or chairman of the investnoamimittee, cannot act in such capacity to voteedirshares «
common stock held by the Foundation without therapal of the investment committee, he is not deemoeaeneficially own, within the meaning of Ruled3 of the
Exchange Act, any shares of common stock held byrthundation by virtue of his position as executlirector or chairman of the investment commitfBee mailing
address of the beneficial owner is 1221 McKinne§28} Houston, Texas 77010.

Consisting of: (i) 12,084 shares of common stocfeulying Series B Warrants exercisable at $20.00spare; (ii) 22,223 shares of common stock undeglBeries (
Warrants exercisable at $30.00 per share; and 135,000 shares of common stock underlying a Warfarcludes 115,000 shares of Company common
underlying a Warrant that the Foundation is contralty prohibited from exercising to the extentttitavould beneficially own in excess of 9.999%tbé total numbe
of issued and outstanding shares of common stdek stich exercise. Pursuant to the Foundation f&Foundation and other reporting persons nammaein may b
deemed to constitute a group for purposes of Sedt8fd) or Section 13(g) of the Exchange Act. Idwer, the Foundation, Ventures, Chaswil, Ltd., krd Seama
expressly disclaim (i) that, for purposes of Satti@(d) or Section 13(g) of the Exchange Act, thegy a member of a group with respect to securitidhke Compan
held by DLD Family Investments, LLC, Mr. Arnold, MBailey or Ms. Williams and (ii) that they haveragd to act together with DLD Family InvestmentsClL. Mr.
Arnold, Mr. Bailey or Ms. Williams as a group othéran as described in the Foundation 13D. Theretbie does not include the following securities) 233,33¢
shares of common stock held by DLD Family InvesttaehLC; (ii) 9,667 shares of common stock underyBSeries B warrants exercisable at $20.00 peedheld b’
DLD Family Investments, LLC; (iii) 17,778 shares @dmmon stock underlying Series C warrants exeboisat $30.00 per share held by DLD Family Investta
LLC; (iv) 110,000 shares of common stock underlyangVarrant held by DLD Family Investments, LLC; @6§,667 shares of common stock held by Mr. Arnéld);
4,834 shares of common stock underlying Series Bamés exercisable at $20.00 per share held byArold; (vii) 8,889 shares of common stock undertyiSeries
warrants exercisable at $30.00 per share held hyAvtrold; (viii) 10,000 shares of common stock urigieg a Warrant held by Mr. Arnold; (ix) 10,000 ates o
common stock held by Mr. Bailey; (x) 5,000 sharésammon stock underlying a Warrant held by Mr. IBg;i (xi) 263,667 shares of common stock held byntdees
(xii) 9,909 shares of common stock underlying SeBewarrants exercisable at $20.00 per share heMdntures; (xiii) 18,223 shares of common stockleryinc
Series C warrants exercisable at $30.00 per sheddebly Ventures; (xiv) 125,000 shares of commomwlstmderlying a Warrant held by Ventures; (xv) ZD®Beries ¢
common stock held by Mr. Seaman; (xvi) 2,900 shafesommon stock underlying series B warrants ezalde at $20.00 per share held by Mr. Seamani) (%834
shares of common stock underlying Series C warraréscisable at $30.00 per share held by Mr. Seamuach (xviii) 7,500 shares of common stock undedyk
Warrant held by Mr. Seaman. The information in foistnote is primarily based on the Foundation E3id other information provided to us.
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(10)

1y

12

(13)

Chaswil, Ltd. is the investment manager of Ventuaed holds voting power and investment power witpect to Company securities held by Ventures jputsto
written agreement. Scott B. Seaman is a principakaswil, Ltd and has shared voting power and eshamvestment power over all of the shares of comstocl
beneficially owned by Ventures. The informatiortliis footnote is primarily based on the Foundati@® and other information provided to T$he mailing address
the beneficial owner is 1221 McKinney #4545, Hoasfbexas 77010.

Consisting of: (i) 9,909 shares of common stockarlyihg Series B warrants exercisable at $20.00spare; (ii) 18,223 shares of common stock undeglyeries
warrants exercisable at $30.00 per share; andL@B)000 shares of common stock underlying a Warran

Randa Duncan Williams is the principal of DLD Fayniihvestments, LLC and she may be deemed to exevciing and investment power with respect to sidres
The information in this footnote is primarily based the Foundation 13D and other information predido usThe mailing address of the beneficial owner is FBOx
4735, Houston, Texas 77210-4735.

Consisting of: (i) 233,334 shares of common stoekl oy DLD Family Investments, LLC; (ii) 9,667 skarof common stock underlying Series B warrantscsable ¢
$20.00 per share held by DLD Family InvestmentsCLL(iii) 17,778 shares of common stock underlyirggi€s C warrants exercisable at $30.00 per shadeblyeDLD
Family Investments, LLC; and (iv) 110,000 shares@hmon stock underlying the Warrants held by DLaniy Investments, LLC. Ms. Williams is on the irsimen
committee for the Foundation. Pursuant to the Fatiod 13D, the Foundation has concluded that ndviddal committee member is deemed to beneficialyn.
within the meaning of Rule 138-of the Exchange Act, any shares of common stet by the Foundation solely by virtue of the fwt he or she is a member of
investment committee. The information in this fomtn is primarily based on the Foundation 13D artkoinformation provided to u§he mailing address of t
beneficial owner is P.O. Box 4735, Houston, Texa31D-4735.

Consisting of: (i) 17,500 shares underlying an apti(ii) 263,667 shares of common stock held by tWess; (iii) 9,909 shares of common stock undedy8eries |
warrants exercisable at $20.00 per share held bywes; (iv) 18,223 shares of common stock undeglhyBeries C warrants exercisable at $30.00 peedned b
Ventures; (v) 125,000 shares of common stock uwihgrithe Warrants held by Ventures; (vi) 2,900 ssasf common stock underlying Series B warrantsasable ¢
$20.00 per share; (vii) 5,334 shares of commonkstmelerlying Series C warrants exercisable at $8p4£r share; and (viii) 7,500 shares of commonkstowerlying
the Warrants. (See footnote 8 for additional dis@rs of the information set forth in clauses (fijdugh (v) of the preceding sentence.) Pursuatiteéd-oundation 13l
this does not include the following shares which. ldeaman has determined he does not have benefigrarship or disclaimed beneficial ownership: 516,66
shares of common stock held by the Foundation18iP84 shares of common stock underlying SerieeBants exercisable at $20.00 per share heldé¥tundatior
(iii) 22,223 shares of common stock underlying 8grC warrants exercisable at $30.00 per share thelthe Foundation; (vi) 250,000 shares of commarck
underlying a Warrant held by the Foundation; and1(%00 shares of common stock that Mr. Seamarabesed to transfer to his efe pursuant to an Agreem
Incident to Divorce dated April 4, 2006. (See fad®7 for additional discussion of the informattet forth in clauses (i) through (iv) of the preiogdsentence.) Ti
mailing address of the beneficial owner is 1221 hai€y #4545, Houston, Texas 77010.
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(15)

(16)

@an

(18)

19)

Consisting of: (i) 40,334 shares of common stocleuslying stock options; (ii) 3,789 shares of comnstock underlying Series B warrants exercisabl§28.00 pe
share; and (iii) 6,968 shares of common stock Uyithey Series C warrants exercisable at $30.00 pares

Consisting of: (i) 31,666 shares of common stocttautying stock options; (ii) 665 shares of commtock underlying Series B warrants exercisable &®2 per shar
and (iii) 1,223 shares of common stock underlyiegi€s C warrants exercisable at $30.00 per share.

Consisting of: (i) 17,500 shares underlying stopkians; (ii) a warrant to purchase 38,928 sharemafmon stock exercisable at $5.00 per share1(ijp00 shares of
common stock held by Palantir Group, Inc., an gntitwhich Dr. Bailey has investment and voting goywand (iv) 5,000 shares of common stock undeglgiwWarrant
held by Palantir Group, Inc.

Consisting of 17,500 shares of common stock unifeglgptions.
Consisting of 17,500 shares of common stock uniweylgtock options.

Consisting of: (a) the following held by Mr. Seamamwhich Mr. Seaman may be deemed to have votigigvestment power (i) 17,500 shares underlyingtion
(ii) 263,667 shares of our common stock held by tuess; (iii) 9,909 shares of our common stock ulyileg Series B warrants exercisable at $20.00 paresheld b
Ventures; (iv) 18,223 shares of our common stodlteulying Series C warrants exercisable at $30.00spare held by Ventures; (v) 125,000 shares ofcoatmot
stock underlying a Warrant held by Ventures; (v shares of our common stock underlying SeriegBants exercisable at $20.00 per share; (V834 shares
our common stock underlying Series C warrants ésalpte at $30.00 per share; and (viii) 7,500 shafesir common stock underlying a Warrant; (b) filiklowing helc
by Mr. McWilliams (i) 40,334 shares of common stagkderlying stock options; (ii) 3,789 shares of coom stock underlying Series B warrants exercisab20.0!
per share; and (iii) 6,968 shares of our commonkstmderlying Series C warrants exercisable at®B@er share; (c) the following held by Dr. Baileywhich Dr
Bailey has voting and investment power; (i) 17,50@res underlying stock options; (ii) 38,928 shafesommon stock underlying a Warrant exercisabl$5a00 pe
share; (iii) 10,000 shares of common stock heldPhiantir Group, Inc.; and (iv) 5,000 shares of cansunderlying a Warrant held by Palantir Group,;I(d) 17,50
shares underlying stock options held by Dr. Humy;1(7,500 shares underlying stock options held byRichman; and (f) the following held by Mr. Rouge31,66"
shares of common stock underlying stock options6@5 shares of common stock underlying SeriesaBrants exercisable at $20.00 per share; andL(823 shares
our common stock underlying Series C warrants ésapte at $30.00 per share.
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SELLING STOCKHOLDERS

The common stock covered by this prospectus ietoftered for the account of the selling stockhadda the following table. The selling stockholderay from time t
time sell or otherwise dispose of all, some or nohéhe shares of common stock covered herebyjterasts therein.

The following table, which we have prepared basednformation provided to us by the applicable isgllstockholder, sets forth the name, the numbeshafes ¢
common stock beneficially owned by the selling ktadders and the number of shares of common stuatkmhay be sold or otherwise disposed of by thingettockholders und
this prospectus. Unless set forth below, none efgtlling stockholders selling in connection witle tprospectus has held any position or office wien employed by,
otherwise has had a material relationship withruany of our affiliates during the three years ptmthe date of the prospectus.

Number of Number of Number and % of
Shares of Shares of Outstanding Shares of

Common Common Common Stock

Stock Stock Owned After

Footnote Beneficially Offered Completion of

Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Aaron A. Grunfeld 3. 30,00( 30,00( -0- *
Albert and Margaret Alkek Foundation 4, 685,97 750,00( 50,97: *
Alkek & Williams Ventures Ltd. 5. 416,79¢ 375,00( 41,79¢ *
Andrew B. Linbeck 6. 15,00( 15,00( 0- *
Benjamin Lewin 7. 30,00( 30,00( -0- *
Capital Growth Trust 8. 15,00¢( 15,00( -0- *
Charles E. Sheedy 9. 150,00 150,00( -0- *
Clarkson Family Trust 10. 15,00( 15,00( -0- *
Daniel C. Arnold 11. 50,38¢ 30,00( 20,38¢ *
David E. Jorden 12. 90,00( 90,00( -0- *
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Number of Number of Number and % of

Shares of Shares of Outstanding Shares of

Common Common Common Stock

Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

David E. Jorden Rollover IRA Chase Custodian for
Morgan Stanley & Co., Inc. 13. 90,00( 90,00( -0- *
Davis Investments V LP 14. 205,92¢ 22,50( 183,42¢ 2.7%
DLD Family Investments, LLC 15. 370,77¢ 330,00 40,77¢ *
Duane Clarkson 16. 12,00( 12,00( -0- *
FEQ Gas, LLC 17. 15,00( 15,00( -0- *
Frank H. Richardson 18. 30,00( 30,00( -0- *
J. Livingston Kosberg Trust 19. 30,00( 30,00( -0- *
James P. Tierney 20. 22,50( 22,50( -0- *
Joe M. Bailey 21. 15,00¢( 15,00( -0- *
Jose Pastora 22. 15,00( 15,00( -0- *
JTL Securities 23. 75,00( 75,00( -0- *
Magnetar Capital Master Fund, Ltd. 24. 672,50( 960,00( -0- *
MDB Capital Group, LLC 25. 415,92! 415,92! -0- *
MTW Internet Holdings Inc. 26. 30,00( 30,00( -0- *
Palantar Group, Inc 27. 15,00¢( 15,00( -0- *
Participating Capital Corp 28. 30,00( 30,00( -0- *
Raymond Kim 29. 60,40( 60,40( -0- *
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Number of Number of Number and % of

Shares of Shares of Outstanding Shares of

Common Common Common Stock

Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Renaissance Interests, LP 30. 36,40¢ 15,00( 21,40¢ *
Robert M. Levande & Andrea Brown JTWROS 31. 7,50C 7,50( -0- *
Schroder & Co. Bank AG 32. 88,67¢ 45,00( 43,67¢ *
Scott B. Seaman 33. 468,58 22,50( 71,08: *
Sean Cusak 34. 75,00( 75,00( -0- *
SF Capital Partners Ltd 35. 1,000,001 1,500,001 -0- *
Snehal S. Patel 36. 37,62 5,39( 32,23. *
Snehal S. Patel and Kinnary S. Patel Joint Teriants
Common 37. 197,16¢ 115,50( 81,66¢ 1.2%
Special Situations Cayman Fund, L.P(38) 39. 135,90( 135,90( -0- *
Special Situations Fund Ill, QP, L.P. (38) 40. 496,50( 496,50( -0- *
Special Situations Fund IlI, L.P. (38) 41. 42,600 42,60( -0- *
Special Situations Life Sciences Fund, L.P. (38) 42. 225,00( 225,00( -0- *
Special Situations Private Equity Fund, L.P. (38) 43. 600,00( 600,00( -0- *
Stephen Walker Family Trust 44, 45,000 45,00( -0- *
Steven Mintz 45. 22,50( 22,50( -0- *
Gregory H. Bailey 46. 71,42¢ 38,92¢ 17,50( *
Robert M. Levande 47. 37,50¢ 37,50¢ -0- *
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Number of Number of Number and % of

Shares of Shares of Outstanding Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
Christopher A. Marlett 48. 75C 75C -0-
Anthony DiGiandomenico 49. 18C 18C -0-
Karen Simi 50. 5,00( 5,00( -0-
Scott Leach 51. 4,00( 4,00( -0-
Peter Gmunder 52. 3,20C 3,20(C -0-
Gary Cohen 53. 2,44( 2,44( -0-
FOOTNOTES:

1. Beneficial ownership is determined in accordand wie rules of the Securities and Exchange Coniomsnd generally includes voting or investment powith respet

to securities. Shares of common stock subject tmp or warrants currently exercisable or exeldisavithin 60 days of June 19, 2006 are deemedtandmg fo
computing the percentage of the person holding sption or warrant but are not deemed outstandingdmputing the percentage of any other person.

. Percentage is based on 6,696,704 shares of comoaaautstanding.
. Includes 10,000 shares of common stock underlying@ant.

. Number of shares of common stock offered include®,@00 shares of common stock underlying a warfEime. number of shares of common stock beneficiayec
includes (i) 34,306 shares of common stock undeglyvarrants related to shares from a prior finageiand previously registered; and (ii) 135,000 eh@af common stor
underlying the warrant and excludes 115,000 shafreesmmon stock underlying the warrant becausé=thendation is contractually prohibited from exeirusthe warrar
to the extent that the Foundation would benefigialivn in excess of 9.999% of the total number sfiézl and outstanding shares of common stock aftér exercise. Tt
Foundation is a tarxempt organization under Section 501(c)(3) ofltiternal Revenue Code of 1986, as amended, arndssified as a private foundation by the Inte
Revenue Service. Voting and dispositive power @lkof the shares beneficially owned by the Fouimais exercised by its investment committee, which committe
of its board of directors. Daniel C. Arnold, Joe Bhiley, Scott B. Seaman and Randa Duncan Willianesmembers of the investment committee of the &ation
Neither the executive director nor any member efitivestment committee may act individually to votesell shares beneficially owned by the Foundgtiberefore, n
individual committee member is deemed to beneficialvn, within the meaning of Rule 1&j-any shares beneficially owned by the Foundamlaly by virtue of the fa
that he or she is a member of the investment cotaenit
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10.

11.

12.

13.

14.

15.

16.

. Number of shares of common stock offered includ&sa00 shares of common stock underlying a wartdmtmber of shares beneficially owned includes &)131 share

of common stock underlying warrants related to ebdrom prior financings and previously registeradd (i) 125,000 shares of common stock underlyangarran
Ventures is a private investment fund. Chaswil Lisdthe investment manager of Ventures and holdmggower and dispositive power with respect tbshlare
beneficially owned by Ventures pursuant to a wnittgreement. Mr. Seaman is a registered princip@haswil Ltd. and may be deemed to have or shatey powe
and/or dispositive power with respect to all shdreseficially owned by Ventures.

. Includes 5,000 shares of common stock underlyinguaant.
. Includes 10,000 shares of common stock underlying@ant.

. Includes 5,000 shares of common stock underlyingaant.Capital Growth Trust is a private investment fuxétki Appel exercises voting and dispositive poweer al

of the shares beneficially owned by Capital GroWthst.

. Includes 50,000 shares of common stock underlying@ant.

Includes 5,000 shares of common stock underlyimgaant.Richard L. Clarkson exercises voting and disposifvower over all of the shares beneficially owngdHz
Clarkson Family Trust.

Number of shares of common stock offered includg8d0 shares of common stock underlying a wartdamber of shares beneficially owned includes (i)0DO share
of common stock underlying a warrant; and (ii) 28 hares of common stock underlying warrantsedl&d shares from prior financings and previoustyistered.

Includes 30,000 shares of common stock underlying@ant.

Includes 30,000 shares of common stock underlyinguaant. David E. Jorden exercises voting andadigiye power over all of the shares beneficialyned by David E
Jorden, IRA, Morgan Stanley & Co, Inc., Custodian.

Number of shares of common stock offered includé8@ shares of common stock underlying a wariNumber of shares beneficially owned includes (HOD, shares
common stock underlying a warrant; and (ii) 109,886res of common stock underlying warrants reltdeshares from prior financings and previouslyiseged. Davi
Investments V, LP is a private investment fund.i§€bpher Davis exercises voting and dispositive @oower all of the shares beneficially owned by Bdmvestments \
LP.

Number of shares of common stock offered included00 shares of common stock underlying a warfdmtmber of shares beneficially owned includes {425 share
of common stock underlying warrants related to ebdrom prior financings and previously registeaed (i) 110,000 shares of common stock underlgngarrant. Laut
Liang exercises voting and dispositive power ovieofahe shares beneficially owned by DLD Famitwestments, LLC.

Includes 4,000 shares of common stock underlyinguaant.
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17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Includes 5,000 shares of common stock underlyimg@aant. Ernest Bartlett exercises voting and digpe@ power over all of the shares beneficiallyned by FEQ Ga
LLC.

Includes 10,000 shares of common stock underlyingant.

Includes 10,000 shares of common stock underlyinguaant. J. Livingston Kosberg exercises voting dispositive power over all of the shares benafliciowned by th
J. Livingston Kosberg Trust.

Includes 7,500 shares of common stock underlyinguaant.
Includes 5,000 shares of common stock underlyinguaant.
Includes 5,000 shares of common stock underlyinguaant.

Includes 25,000 shares of common stock underlyinguaant. JTL Securities is a private investmemidfuloel Leonard exercises voting and dispositwegy over all ¢
the shares beneficially owned by JTL Securities.

Number of shares of common stock offered includ®®,B0 shares of common stock underlying a warfBmé. number of shares of common stock beneficialiyiec
includes 32,500 shares of common stock underhyiegntarrant and excludes 287,500 shares of comnook shderlying the warrant because the Magneteomsractuall
prohibited from exercising the warrant to the extiat the Magnetar would beneficially own in exxe$ 9.999% of the total number of issued and autding shares

common stock after such exercise. Magnetar Finhhti€ is the investment advisor of Magnetar and sequently has voting control and investment digmnetve
securities held by Magnetar. Magnetar FinanciaCldisclaims beneficial ownership of the shares lisidlagnetar. Alec Litowitz has voting control ev@upernov
Management LLC, which is the general partner of Mzigr Capital Partners LP, the sole managing mewibagnetar Financial LLC. As a result, Mr. Litdvmay b«
considered the beneficial owner of any shares ddeémbe beneficially owned by Magnetar FinancialdLLMr. Litowitz disclaims beneficial ownership thfese shares.

Includes 415,925 shares of common stock underlyiagants. MDB is a private investment fund thatwareg a warrant to purchase 115,925 shares of canstuxk ir
connection with the Financing. Paul Smith exercisggg and dispositive power over all of the sisaveneficially owned by MDB.

Includes 10,000 shares of common stock underlyimgaaant. Grant Eckberg exercises voting and dispespower over all of the shares beneficially @dnby MTW
Internet Holdings, Inc.

Includes 5,000 shares of common stock underlyivgaerant. Greg Bailey exercises voting and dispositive powegr all of the shares beneficially owned by Palt
Group, Inc.

Includes 10,000 shares of common stock underlyimgaant. V. Bailey exercises voting and dispositpower over all of the shares beneficially owngdPhrticipatin
Capital Corp.

Includes 20,400 shares of common stock underlyingramts.Raymond Kim is a financial consultant and acquiaedarrant to purchase 400 shares of common stc
connection with the Financing.
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30.

31.

32.

33.

34.

35.

36.

37.

Number of shares of common stock offered includé8® shares of common stock underlying a warranmber of shares of common stock beneficially owimetlide:
(i) 5,000 shares of common stock underlying therargr and (ii) 14,409 shares of common stock uryitegl warrants to shares from prior financings amevipusly
registered. Renaissance Interests, L.P. is a privatestment fund. Bradley C. Karp exercises voting dispositive power over all of the shares heradfy owned b
Renaissance Interests, L.P.

Includes 2,500 shares of common stock underlyinguaant.

Number of shares of common stock offered includg8d0 shares of common stock underlying a warftdnimber of shares beneficially owned includes: &§)0D0 share
of common stock underlying the warrant; and (ii))385 shares of common stock underlying warrantsted|to shares from prior financings and previousbjistered. 7
Reichen exercises voting and dispositive power allesf the shares beneficially owned by Schrode€@&Bank AG .

Number of shares of common stock offered includ&8@ shares of common stock underlying a warranmber of shares beneficially owned includes: #0D, shares
common stock underlying a warrant; (i) 17,500 sisamnderlying an option; (iii) 263,667 shares afawon stock held by Ventures; (iv) 9,909 sharesashmon stoc
underlying series B warrants exercisable at $2@&0share held by Ventures; (v) 18,223 shares wincon stock underlying series C warrants exercisabfk30.00 pe
share held by Ventures; (vi) 125,000 shares of comstock underlying the April 2006 warrants held\tsntures; (vii) 2,900 shares of common stock ulyifeg series |
warrants exercisable at $20.00 per share; angd /884 shares of common stock underlying seriema@ants exercisable at $30.00 per share.

Number of shares of common stock offered includg8@0 shares of common stock underlying a warNumber of shares beneficially owned includes: §)0®0 share
of common stock underlying a warrant; and (ii) B2 3hares of common stock underlying warrantsedl&d shares from prior financings and previoustyistered.

Number of shares of common stock offered includ@8,800 shares of common stock underlying a warddomber of shares of common stock beneficially od
excludes 500,000 shares of common stock underlyiwgrrant because the SF Capital Partners Ltengactually prohibited from exercising the warrémthe extent th
the SF Capital Partners Ltd. would beneficially oinrexcess of 9.999% of the total number of issaed outstanding shares of common stock after sxelcise. S
Capital Partners Ltd. is a private investment fuBidan H. Davidson exercises voting and disposifieaer over all of the shares beneficially owned3syCapital Partne
Ltd, but Messrs Roth and Stark disclaim benefioiahership of such shares.

Number of shares of common stock offered includ89® shares of common stock underlying a warranmber of shares beneficially owned includes: 5,888res ¢
common stock underlying a warrant; and (ii) 10,3B2res of common stock underlying warrants reltdezhares from prior financings and previously segjied. Sneh
Patel is a financial consultant and acquired therama to purchase 5,390 shares of common stockrinection with the financing.

Number of shares of common stock offered includ&5@® shares of common stock underlying a warNumber of shares beneficially owned includes: 38,50ares (
common stock underlying a warrant; and (ii) 48,5@&res of common stock underlying warrants reladeshares from prior financings and previously segied.
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38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

MGP is the general partner of Special Situationsdll, QP, L.P. and Special Situations Fund IIPLAWM is the general partner of MGP and the gaingartner of an
investment adviser to the Special Situations Cayfard, L.P. SSTA is the general partner of andstment adviser to the Special Situations Technofegyd, L.P. an
the Special Situations Technology Fund Il, L.P. i4Ghe general partner of and investment advisehéoSpecial Situations Private Equity Fund, L.B.ik the gener
partner and investment adviser to the Special &itus Life Sciences Fund, L.P. Austin W. Marxe dpavid M. Greenhouse are the principal owners of MEW/M,
SSTA, MG and LS. Through their control of MGP, AWIBSTA, MG and LS, Messrs. Marxe and Greenhouseeshating and investment control over the port
securities of each of the funds listed above.

Includes 45,300 shares of common stock underlyingant.
Includes 165,500 shares of common stock underlgingrrant.
Includes 14,200 shares of common stock underlying@ant.
Includes 75,000 shares of common stock underlying@ant.
Includes 200,000 shares of common stock underlgingrrant.

Includes 15,000 shares of common stock underlyimgaerant. Stephen Walker exercises voting and gispe power over all of the shares beneficiallynad by th
Stephen Walker Family Trust.

Includes 7,500 shares of common stock underlyinguaant.

Number of shares of common stock offered inclL38,928shares of common stock underlying a warrant. Nunolbehares beneficially owned includes: 38,928 eha
common stock underlying a warrant; (ii) 17,500 sisaunderlying options; (iii) 10,000 shares of comnstock held by Palantir Group, Inc., an entityvhich Dr. Baile)
has investment and voting power; and (iv) 5,000reshaf common stock underlying a Warrant held biafta Group, Inc. Gregory H. Bailey acquired tharvant tc
purchase 38,928 shares of common stock as a falasanisultant of the Company in connection with Eireancing.

Includes 37,508 shares of common stock underlying@ant. Robert M. Levande is a financial consiltnd acquired these securities in connection thigh-inancing.
Includes 750 shares of common stock underlying mamé Christopher A. Marlett is a financial cortant and acquired these securities in connecti¢i the Financing.

Includes 180 shares of common stock underlying earamé Anthony DiGiandomenico is a financial conant and acquired these securities in connectich thie
Financing.

Includes 5,000 shares of common stock underlyinguaant. Karen Simi is a financial consultant anduared these securities in connection with thekaing.
Includes 4,000 shares of common stock underlyinguaant. Scott Leach is a financial consultant aoguired these securities in connection with thaf¢ing.
Includes 3,200 shares of common stock underlyingquaant. Peter Gmunder is a financial consultadtaeguired these securities in connection withRim@ncing.
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53. Includes 2,440 shares of common stock underlyimguaant. Gary Cohen is a financial consultant arglided these securities in connection with theaRaing.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Prior to the April 2006 financing, Mr. Seaman, widually owned 5,050 shares of the Compangdbmmon stock, Series B warrants to purchase X@@ees of tr
Company’s common stock, and Series C warrants tohase 4,000 shares of the Compargommon stock. In addition, Ventures, an entityirich Mr. Seaman may be deer
to have voting power and/or investment power, owb@®67 shares of the Company’s common stock, S&iwarrants to purchase 9,909 shares of the Coyhpanmmon stoc
and Series C warrants to purchase 18,223 shatbe @fompanys common stock. In connection with the April 20@@hcing, (i) Mr. Seaman individually purchased0D® share
of the Company’s common stock and was issued adifato purchase 7,500 shares of the Company’s canstozk, and (ii) Ventures acquired 250,000 shafédhe Companye
common stock and a Warrant to purchase 125,00@stafrthe Compang’ common stock. Pursuant to the Foundation 13D,9éaman has concluded that he does not
beneficial ownership of the shares of stock heldFoyindation. Additionally, pursuant to the Foundatil3D, Mr. Seaman and other reporting persons daimerein may
deemed to constitute a group for purposes of SediB{d) or Section 13(g) of the Exchange Act. ldoer, the Foundation, Ventures, Chaswil, Ltd., &hd Seaman expres:
disclaim (i) that, for purposes of Section 13(d)Sarction 13(g) of the Exchange Act, they are a manoba group with respect to securities of the @any held by DLD Famil
Investments, LLC, Mr. Arnold, Mr. Bailey or Ms. WWidms and (ii) that they have agreed to act togethith DLD Family Investments, LLC, Mr. Arnold, MBailey or Ms
Williams as a group other than as described inFtwendation 13D. The reporting persons in the Fotiodd 3D, other than Mr. Seaman and Ventures, awtiné aggregate: iy
786,667 shares of common stock; (ii) 23,584 shafe®mmon stock underlying Series B warrants esetde at $20.00 per share; (iii) 44,445 shareoofroon stock underlyir
Series C warrants exercisable at $30.00 per shatk(iv) 260,000 shares of common stock underlyifegrants.

In connection with the April 2006 financing, (i) IRBatir Group, Inc., an entity in which Dr. Bailen$ voting power and/or investment power, acqui@®d0 shares
the Company’s common stock and a Warrant to puecla800 shares of the Compasyommon stock, (i) ) MDB Capital Group LLC, antignin which Dr. Bailey is a
managing director, but disclaims any voting powsd/ar investment power, acquired 200,000 sharéseoCompanys common stock and a Warrant to purchase 100,(0@slo
the Companys common stock, and (iii) MDB Capital Group LLC eaeed $1,723,300 for its services in the April 2G06ancing and a three year warrant to purchase330
shares of the Comparsytommon stock at $5.00 per share, of which MDBi@h@roup LLC assigned the right to purchase 38,9Rares of common stock to Dr. Bailey on A
24, 2006.

None of our executive officers or directors andrtfeEmily members or affiliates are indebted toimsn amount greater than $60,000.
DESCRIPTION OF SECURITIES
Our Capitalization
Common Stock

We are authorized to issue 100,000,000 sharesnofnmm stock, par value $0.50 per share. As of JOn2006, there were 6,696,704 shares of commork sseaed an
outstanding. Each share of common stock is entittedne vote per share for the election of directamd on all other matters submitted to a votet@tkholders. There are
cumulative voting rights. Common stockholders dotmve preemptive rights or other rights to sulecfor additional shares, and the common stocktisubject to conversion
redemption. In the event of liquidation, the hoklef common stock will share equally in any balaoteorporate assets available for distributiorthtiem. Subject to the rights
holders of the any other securities subsequersglyeid, holders of the common stock are entitlecdteive dividends when and as declared by our BogRirectors out of func
legally available. We have not paid any dividenit€es its inception and have no intention to pay diwdends in the foreseeable future. Any futureidBnds would be subject
the discretion of the Board of Directors and wodépend on, among other things, our future earnithgspperating and financial condition, our capiejuirements, and gene
business conditions.

50




Preferred Stocl

We are authorized to issue 10,000,000 shares &érpee stock, no par value per share. As of Jun€Q06, no shares of preferred stock are issuedatstianding. Ot
Board of Directors can, without approval of ourcitioolders, issue one or more series of preferreckstif we offer preferred stock, our Board of [iters will determine tr
number of shares and the rights, preferences amtations of each series. These rights, prefereanddimitations may include specific designatiomsmber of shares, liquidati
value, dividend rights, liquidation and redemptiaghts, voting rights,

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we issye to our officers, directors, employees andsoltants incentive stock options, non-
qualified stock options and shares of restrictedlstThe plan provides for us to issue up to 1,200 shares of its common stock pursuant to awandenthe plan. As of June
2006 we had outstanding options, granted purswaifiet plan, to purchase 729,003 shares of comnoahi.sthe plan is designed to qualify under therlmraéRevenue Code as
incentive stock option plan.

Series B Warrants and Series C Warrants As of June 19, 2006 we have issued and outstgr(@irSeries B Warrants to purchase an aggrega&98f737 of ot
common shares, and (ii) Series C Warrants to psecha aggregate of 1,110,537 of our common shares.

(i) The Series B Warrant is exercisable at any @meé has an exercise price of $20.00 per sharexpices on October 17, 2006.
(ii) The Series C Warrant is exercisable at anyetand has an exercise price of $30.00 per sharexgices June 17, 2010

All of the warrants are exercisable immediately arelonly exercisable by “accredited investa@s'defined in Regulation D under the Securitiesdid933

April 2006 Warrants . In an offering consummated April 17, 2006, weuess warrants to acquire an aggregate of 2,300,086es. The April 2006 warrants have
exercise price of $6.50 per share. We have thé tigball the April 2006 warrants commencing onaryom the effective date of a resale registrasitatement if the closing t
price per share of our common stock equals or elc8&3.00 for twenty consecutive trading days inctvithe daily average trading volume of the comrmatatk is at least 20,0
shares. Additionally, if the resale registratioatetent for the reale of the shares issuable upon exercise of themta is not effective for any period after A8, 2007, then tt
warrant holders may exercise their warrants onsaleas basis during the period the resale regmtratatement is not effective.
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Placement Agent Warrants. In connection with the 15% Convertible Exchandea&tote offering and the common stock offeringsselb June 17, 2005 we have iss
to the placement agent and other brokerage firnthase offerings warrants to purchase an aggreafa#é,085 shares of common stock at an exercise i $15.00. The:
warrants are exercisable immediately and will exgiune 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of @lgic obligates us, by October 31, 2006, to issuicrit additional shares to t
University of Chicago so that it holds 2.6% of @@mmon stock.

Restrictions on Sales By Certain Existing Sharehokts. A total of 250,000 shares held by Top Tier Invesim&LC and various other shareholders are suli
another lock-up agreement effective November 5420@t limits sales to an aggregate of 31,250 shaf@ur common stock per 3y period. There is no termination provis
in this lock-up agreement.

PLAN OF DISTRIBUTION

The selling stockholders, which as used hereiruthes donees, pledgees, transferees or other sarsésiterest selling shares of common stock or intsresshare
of common stock received after the date of thispeetus from a selling stockholder as a gift, peegigrtnership distribution or other transfer, nfagm time to time, sell, transf
or otherwise dispose of any or all of their shasesommon stock or interests in shares of commooksbn any stock exchange, market or trading fsodn which the shares ¢
traded or in private transactions. These dispasitimay be at fixed prices, at prevailing marketgsiat the time of sale, at prices related to teggiling market price, at varyi
prices determined at the time of sale, or at naggdi prices.

The selling stockholders may use any one or mothefollowing methods when disposing of sharemtarests therein:

ordinary brokerage transactions and transactiomgich the broker-dealer solicits purchasers;

block trades in which the broker-dealer will attertgpsell the shares as agent, but may positiorresell a portion of the block as principal to faate the transaction;

purchases by a broker-dealer as principal andedsathe broker-dealer for its account;

» an exchange distribution in accordance with thegaf the applicable exchange;

privately negotiated transactions;

short sales effected after the date the registratiatement of which this prospectus is a paredated effective by the SEC;

through the writing or settlement of options orethedging transactions, whether through an opgxsbhange or otherwise;
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« broker-dealers may agree with the selling stockéi@ldo sell a specified number of such sharesstipalated price per share;
« a combination of any such methods of sale; and
« any other method permitted by law.

The selling stockholders may, from time to timesdge or grant a security interest in some or athefshares of common stock owned by them anHeif tefault in th
performance of their secured obligations, the pbdedgor secured parties may offer and sell the shafreommon stock, from time to time, under thiespectus, or under
amendment to this prospectus under Rule 424(b)(8}teer applicable provision of the Securities Antending the list of selling stockholders to indutle pledgee, transferee
other successors in interest as selling stockhsldader this prospectus. The selling stockholdlss may transfer the shares of common stock inratlreumstances, in whi
case the transferees, pledgees or other succéssomsrest will be the selling beneficial owneos purposes of this prospectus.

In connection with the sale of our common stocknoerests therein, the selling stockholders magreimto hedging transactions with broldgalers or other financ
institutions, which may in turn engage in shoresabf the common stock in the course of hedgingotistions they assume. The selling stockholderg atso sell shares of ¢
common stock short and deliver these securitieddse out their short positions, or loan or pletige common stock to brokeiealers that in turn may sell these securities
selling stockholders may also enter into optiorothrer transactions with brokelealers or other financial institutions or the ti@aof one or more derivative securities wt
require the delivery to such broker-dealer or offreancial institution of shares offered by thigpectus, which shares such bro#legler or other financial institution may re
pursuant to this prospectus (as supplemented ondedeto reflect such transaction).

The aggregate proceeds to the selling stockhofdens the sale of the common stock offered by theithbve the purchase price of the common stock tissounts ¢
commissions, if any. Each of the selling stockhoddeserves the right to accept and, together thigir agents from time to time, to reject, in wholein part, any propos
purchase of common stock to be made directly autjn agents. We will not receive any of the prosdeaim this offering. Upon any exercise of the wats by payment of ca:
however, we will receive the exercise price of waarants.

The selling stockholders also may resell all oraipn of the shares in open market transaction®liance upon Rule 144 under the Securities Act983, provide
that they meet the criteria and conform to the iregents of that rule.

The selling stockholders and any underwriters, éralealers or agents that participate in the sala@tbmmon stock or interests therein may be "undims" withir
the meaning of Section 2(11) of the Securities Acty discounts, commissions, concessions or ptbéy earn on any resale of the shares may be untiegviscounts ar
commissions under the Securities Act. Selling stotders who are "underwriters" within the meanirfigSection 2(11) of the Securities Act will be sutij¢o the prospect
delivery requirements of the Securities Act.

To the extent required, the shares of our commocksto be sold, the names of the selling stockhsldie respective purchase prices and publiciaffgorices, th
names of any agents, dealer or underwriter, anjicatgle commissions or discounts with respect pagicular offer will be set forth in an accompamyiprospectus supplement
if appropriate, a post-effective amendment to #ggstration statement that includes this prospectus

53




In order to comply with the securities laws of sostates, if applicable, the common stock may bd sothese jurisdictions only through registeredicensed broke
or dealers. In addition, in some states the comstook may not be sold unless it has been registereglialified for sale or an exemption from regisibn or qualificatio
requirements is available and is complied with.

We have advised the selling stockholders that ttieraanipulation rules of Regulation M under the ExadmAct may apply to sales of shares in the markdtte the
activities of the selling stockholders and thefiliates. In addition, to the extent applicable wi make copies of this prospectus (as it may tygpdemented or amended from ti
to time) available to the selling stockholders tiloe purpose of satisfying the prospectus deliveguirements of the Securities Act. The selling ldhotders may indemnify ai
broker-dealer that participates in transactionslving the sale of the shares against certainlitegs, including liabilities arising under the Sgities Act.

We have agreed to indemnify the selling stockhadeyainst liabilities, including liabilities und#ére Securities Act and state securities laws, irgjab the registratic
of the shares offered by this prospectus.

We have agreed with the selling stockholders tgkbe registration statement of which this prospecionstitutes a part effective until the earliefl) such time as ¢
of the shares covered by this prospectus have disposed of pursuant to and in accordance withie¢bistration statement or (2) the date on whichstheres may be sold purst
to Rule 144(k) of the Securities Act.

LEGAL MATTERS
The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & EKkibs., Houston, Texas.
EXPERTS

The consolidated financial statements for the pemled December 31, 2005 and for the period fromalg22, 2003 (date of inception) to December 8D52include!
in this prospectus have been audited by Malone 8eB#&C, independent registered public accountirg,fas stated in their report appearing herein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statemeantile with the Securities and Exchange Commissikhis prospectus does not contain all of thermfation containe
in the registration statement and all of the exhilaind schedules thereto. For further informatibaua Opexa Therapedtics, Inc., please see the etenpgistration stateme
Summaries of agreements or other documents inptoispectus are not necessarily complete. Please teethe exhibits to the registration statementcfamplete copies of su
documents.

We file annual, quarterly and special reports, grstatements and other information with the Seimsriand Exchange Commission under the Securitiebdbige Act ¢
1934. You may read and copy the registration statgpincluding exhibits and schedules filed withait the SEG public reference facilities at 100 F Street N.Washingtor
D.C. 20549. You may obtain information on the opieraof the public reference room in WashingtonCDby calling the Securities and Exchange Commissip1-800-SEC-
0330.
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We file information electronically with the Secueg and Exchange Commission. Our Securities antidhge Commission filings also are available from $ecurities
and Exchange Commission’s Internet site at httpuliiasec.gov, which contains reports, proxy and imfation statements and other information regardisgers that file
electronically.
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PHARMAFRONTIERS CORP.
(a development stage company)
CONSOLIDATED BALANCE SHEETS

Assets

Current asset:

Cash
Other current asse

Total current assets

Intangible assets, net of $2,298,174 and $1,8888atcumulated amortizatic

Property & equipment, net of $278,300 and $256 @&@ccumulated depreciati
Other asset

Total assets

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payabl
Accrued expense
Note payable
Derivative Liability

Total current liabilities

Commitments and contingenci

Stockholder' equity
Convertible preferred stock, no par value, 10,000 $hare:
authorized, none issued and outstanding

Common stock, $.05 par value, 100,000,000 shar®rzed,
20,967,035 and 20,619,545 shares issued and oditsgan

Additional paid in capita
Deficit accumulated during the development st

Total stockholders' equity

Total liabilities and stockholders' equity
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(Restated)
March 31, December 31
2006 2005
(unaudited’ (audited)
1,059,850 $ 2,560,661
208,48t 182,52:
1,268,34. 2,743,191
25,846,15 26,130,44
549,57: 479,99¢
450,94 388,21(
28,115,02 $ 29,741,83
77331 % 689,46
89,70: 240,30¢
1,500,001 1,500,001
6,507,51! 6,761,65!
8,870,53: 9,191,43
1,048,35. 1,030,97
40,430,46 39,783,45
(22,234,33) (20,264,02)
19,244,48 20,550,40
28,115,02 $ 29,741,83




PHARMAFRONTIERS CORP.
(a development stage company)
CONSOLIDATED STATEMENTS OF EXPENSES
Three Months ended March 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to March 3, 2006

(unaudited)
(Restated) (Restated)
Three Months Ended Three Months Ended Inception through
March 31, March 31, March 31,
2006 2005 2006
General and administrative $ 1,075,88 $ 1,206,71! 2,279,39.
Depreciation and amortization 432,33( 418,31! 2,432,36.
Research and development 738,45( 644,26:¢ 13,096,33
Loss on disposal of assets 362 R 480,29
Operating loss (2,247,02) (2,269,29, (18,288,38)
Interest income 19,62: 6,93( 107,54:
Other income 3,38¢ 2,44¢ 33,93¢
Gain on derivative liability 254,14( - 4,150,98
Interest expense (429) (1,487,38) (8,238,40)
Net loss $ (1,970,31) $ (3,747,309 (22,234,33)
Basic and diluted loss per share $ 0.10 $ 0.37) N/A
Weighted average shares outstanding 20,654,29. 10,224,45 N/A
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PHARMAFRONTIERS CORP.
(a development stage company)

CONSOLIDATED STATEMENTS OF CASH FLOWS
Three Months ended March 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to March 3, 2006

Cash flows from operating activitic
Net loss

Adjustments to reconcile net loss to net ¢

used in operating activitie
Stock issued for services
Stock issued for debt in excess of principal
Amortization of discount on notes payable due

to warrants and beneficial conversion feature

Amortization of intangible assets
Gain on derivative liability
Depreciation
Debt financing costs
Option and warrant expense
Loss on disposition of fixed assets

Changes in
Accounts payable
Prepaid expenses
Accrued expenses
Other assets

Net cash used in operating activit

Cash flows from investing activitie
Purchase of licens¢
Purchase of property & equipme

Net cash used in investing activiti

Cash flows from financing activitie
Common stock sold for cash, net of offering ct
Common stock repurchased and canc
Proceeds from del
Repayments on notes paya

Net cash provided by financing activiti

Net change in cas
Cash at beginning of peric

Cash at end of peric

Cash paid for
Income tax
Interest
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(unaudited)
(Restated) (Restated)
Three Months Three Months Inception
Ended Ended through
March 31, March 31, March 31,
2006 2005 2006
$ (1,970,311 (3,747,30) (22,234,33)
- - 1,861,401
- 109,07( 109,07(
- 1,294,101 6,313,20!
409,28: 396,86¢ 2,298,17.
(254,140) (4,150,98)
23,05 21,44« 134,18
- - 365,91(
484,39. 355,40( 5,469,35.
- - 479,93:
83,85( (554,777) 169,01¢
(25,964 (34,979 (153,100)
29,39: 249,57! 84,37
(62,734 - (450,94.)
(1,283,18) (1,910,59) (9,704,73)
(125,000 - (357,74
(92,629) (28,357) (524,53()
(217,62 (28,357) (882,271)
- - 5,356,21
- - (325)
- 2,856,66! 6,354,59:
- (58,614 (63,614
- 2,798,041 11,646,87
(1,500,811 859,10: 1,059,851
2,560,661 851,99. -
$ 1,059,85! 1,711,09! 1,059,85!
$ - - _
42¢ - 42¢






NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Oy
Issuance of common stock to Sportan shareho
Issuance of common stock for University of Chicéigense
Issuance of common stock for accrued inte
Issuance of common stock for accounts pay
Conversion of notes payable to common st
Conversion of accrued liabilities to common st
Conversion of accounts payable to note pay
Discount on convertible notes relating

- warrants

- beneficial conversion featu

- stock attached to not:
Fair value of derivative instrume

F-5

180,00

34,75
17,17¢

1,433,10:
831,94!
999,07-

23,750,00
147,73¢
2,295,45!
525,51
180,00
6,407,98!
17,17¢
93,36+

3,309,791
1,715,97:
1,287,441
10,658,49




PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of PharmaFrontiers Corp., (“Pharmad)development stage company), have been prepastandance with accounti
principles generally accepted in the United Stafe&merica and the rules of the Securities and Brgje Commission (“SEC”and should be read in conjunction with the aut
financial statements and notes thereto containé&harma’s latest Annual Report filed with the SECForm 10KSB. In the opinion of management, all adjustmeotsisisting ¢
normal recurring adjustments, necessary for apf@sentation of financial position and the resaft®perations for the interim periods presentedehiagen reflected herein. 1
results of operations for interim periods are netessarily indicative of the results to be expedtedthe full year. Notes to the financial statetsethat would substantia
duplicate the disclosure contained in the auditeanfcial statements for the most recent fiscal y2@®5, as reported in Form 10-KSB, have been emhitt

Restatements for the three months ended MarchO®B ®ere made. See Note 6 for details.

NOTE 2 - STOCK BASED COMPENSATION

Effective January 1, 2006, Pharma began recordimgpensation expense associated with stock optiodther forms of equity compensation in accordamite Statement «
Financial Accounting Standards (“SFAS”) No. 123Bhare-Based Paymeras interpreted by SEC Staff Accounting Bulletin 67. Prior to January 1, 2006, Pharma
accounted for stock options according to the proms of Accounting Principles Board (“APB”) OpinioNo. 25, Accounting for Stock Issued to Employeasd relate
interpretations, and therefore no related compé@nrsaixpense was recorded for awards granted witimtnimsic value. Pharma adopted the modified peasipe transition methc
provided for under SFAS No. 123R, and, consequgehtye not retroactively adjusted results from ipperiods. Under this transition method, compepsatiost associated w
stock options recognized in the first quarter afdal 2006 includes the quarterly amortization eglab the remaining unvested portion of all stopkian awards granted prior
January 1, 2006, based on the grant date fair \edtimated in accordance with the original provisiof SFAS No. 123.

The following table illustrates the effect on ness and net loss per share if Pharma had appleedathvalue provisions of FASB Statement No. 1@3stockbased employ¢
compensation:

(Restated) (Restated)
Three Months Three Months
Ended Ended Inception
March 31, March 31, through
2006 2005 2006
Net loss as reporte $ (1,970,31) $ (3,747,30) $ (22,234,33)
Add: stock based compensation determined
Under intrinsic value based method - 355,40( 2,611,07.
Less: stock based compensation
determined under fair value based method - (453,024 (4,417,37)
Pro forma net loss $ (1,970,31) $ (3,844,92) $ (24,040,63)
Basic and diluted
Net loss per common share:
As reported $ 0.100 $ (0.3%) N/A
Pro forma $ 0.100 $ (0.3¢) N/A
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NOTE 3 - INTANGIBLES
Rheumatoid Arthritis License

On January 4, 2006, Pharma entered in an agreemitbrihe Shanghai Institute for Biological Scien€#ina Academy of Science of the People’s Repudflichina whereby it
acquired an exclusive worldwide license for theliectual property rights and research resultsncduaologous T cell vaccine for rheumatoid arthrith exchange for a payment
and an agreed running royalty from the sale of centialized products, Pharma receives all infornmatind data related to all clinical trials on altipat controls and patients with
rheumatoid arthritis with the T cell vaccine. Thisludes all clinical, cell procurement and mantifigiog protocols, complete patient data sheetdabhbiratory materials, methods
and results and manufacturing records and docunagtsny other data related to the intellectuaperty. The first payment under the license occuimedipril 2006 upon the
delivery of materials pursuant to the terms oflibensing agreement.

NOTE 4 - EQUITY

In March 2006, 347,490 shares of common stock veskeed in settlement of an outstanding accountalgayin the amount of $180,000.

NOTE 5 - OPTIONS AND WARRANTS
There were no options or warrants issued durinditsiequarter.

In connection with the bridge note exchange andwafe placement offerings in June and July of 2QBfee separate types of warrants, known as SAri€gries B, and Series
to purchase the common stock of Pharma were igsuiedestors. On February 17, 2006 the Series Aawds to exercise 10,411,400 shares of common stxgiked.

NOTE 6 - DERIVATIVE INSTRUMENTS AND RESTATEMENT

In 2006, we evaluated the application of SFAS 13 BITF 00-19 for all of our financial instrumerasd identified the following financial instrumergs derivatives:

1) Series A Warrants issued in conjunctiathwthe bridge note exchange and private placemfetings in June and July 2005 (which expired ebiary 17, 2006)
2) Series B Warrants issued in conjunctidtiwhe bridge note exchange and private placem#eatings in June and July 2005
3) Series C Warrants issued in conjunctidth the bridge note exchange and private placem#eatings in June and July 2005

As a result, we report the value of these deriestias current liabilities on our balance sheetrapdrt changes in the value of these derivativesoasoperating gains or losses on
our statements of operations. The value of thevegvies is required to be remeasured on a quarbadys, and is based on the Black Scholes Priciade\

Variables used in the Black-Scholes option-priaimgdel include (1) 4.08% to 4.35% riflee interest rate, (2) expected warrant life &saltual remaining life of the warrants a
each period end, (3) expected volatility is fron¥8t 475% and (4) zero expected dividends.

The impact of the application of SFAS 133 and EODF19 on the balance sheet and statements of apesats of and for the three months ended Marcl2@06 was as follows:

Three
months
As of As of ended
12/31/2005 3/31/2006 3/31/2006
Series A Warrants $ - $ - $ -
Series B Warrants 264,95 284,31 (29,35%)
Series C Warrants 6,496,69 6,223,20; 273,49
Totals $ 6,761,65 $ 6,507,51! $ 254,14(
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In June 2006, we determined that certain warrangitchase our common stock should be separatebuated for as liabilities. We had not classifiedge derivative liabilities as
such in our previously issued financial statemelnterder to reflect these changes, we restatedimamcial statements for the three months endectMa1, 2006 to record the fi
value of these warrants on our balance sheetiability and record changes in the values of thaesgvatives in our consolidated statement of opematas unrealized “Gain (loss)
on derivative liabilities.”

The aggregate balance sheet amount shown for tleesative liabilities decreased from $6,761,6540mtember 31, 2005 to $6,507,515 on March 31, 2@&#ilting in a gain of
$254,140 in the statements of operations for theetmonths ended March 31, 2006. This resultedtat liabilities being uderstated by $6,507,515 antlloss being overstated by
$254,140.

NOTE 7 - SUBSEQUENT EVENTS
Private Placement Offering

On April 13, 2006 , Pharma closed a financing teatisn in which Pharma issued 46,000,000 sharés esbmmon stock and warrants to purchase 23,000s8@res of Pharma’
common stock for $23,000,000 to certain institugloand accredited investors (the “Transaction”).cémnection with the Transaction, Pharma agreekdotd a shareholdes’
meeting by June 30, 2006 to vote on a proposafféztea 1 for 10 reverse split of Pharma commorlstihat will not reduce the number of shares of c@m stock Pharma
authorized to issue.

The warrants expire in five years, and are exebbisat $0.65 per share only after Pharma effedtda 10 reverse split. The warrants contain stesh@aljustment provisions {
stock splits, distributions, reorganizations, mesgend consolidations. Pharma has the right totballarrants one year from the effective date afsale registration statemer
the closing bid price per share of Pharsnedmmon stock equals or exceeds $1.30 for twemtgexcutive trading days in which the daily averagding volume of the comm
stock is at least 200,000 shares. Additionallyhé resale registration statement is not effediiveany period after April 13, 2007, the warrantders may exercise their warra
on a cashless basis during the period the resgistr@ion statement is not effective.

Pharma has agreed to file a registration statemithtthe Securities and Exchange Commission by M&y2006 in order to register the resale of theeshaf common stock issL
pursuant to the Transaction and the shares issugble exercise of the warrants. If Pharma failm&et this deadline, if the registration statememtat declared effective prior J
12, 2006 or August 11, 2006 (if the Securities Brdhange Commission comments on the registratatersient), or if the registration statement ceasesrhain effective, Pharr
has agreed to pay the investors liquidated damaige$% of the amount invested per 30 day periaihdusuch failure, up to 24% of the aggregate arhowested.

In connection with the Transaction, Pharma paid m@ssions and fees to their placement agent, MDBit@a@roup LLC (“MDB”), and another broker dealer for service
connection with the Transaction an aggregate of3%,100 and issued MDB and another broker deateethear warrants to purchase an aggregate of 20®&hares of comm
stock at an exercise price of $0.50 per sharecesabrle after Pharma effects a 1 for 10 reversie. §ilese warrants are not callable, have a casldesrcise option, and h¢
standard adjustment provisions. Pharma agreedjistee the resale of the shares underlying theam#srissued to MDB and the other broker dealer.

Pharma intends to conduct an appropriate accoumtiradysis consistent with general accepted accogirgrinciples, including SFAS 133 and EITF 09; with respect to ti
securities issued in the Transaction, which maultés a portion of the proceeds being classifisdaaderivative liability. Any such derivative lidiy would be measured at et
reporting date at fair value with the any changéainvalue resulting in a gain or loss in Pharsmstatement of expenses.. Any such derivativeliiginitially will be reflected ir
Pharma’s financial statements for the fiscal quagteling on June 30, 2006.

Additionally, the Transaction triggered certainusdment provisions contained in Pharmaéries B warrants and series C warrants issuddrie and July 2005. Pursuant to
adjustment provisions, the number of shares issuasbn exercise of the Series B warrants increas6d37,365 shares from 4,163,701 shares andxbhecse price was reduc
to $2.00 from $2.90 per share. The number of shiasegble upon exercise of the Series C warracteased to 11,105,477 shares from 8,329,108 sharkthe exercise pric
was reduced to $3.00 from $4.00 per share.
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Pursuant to the Transaction, the new investoreénaggregate will own approximately 69% of the Itotastanding shares of Pharrm@ommon stock, without giving effect to
warrants.

University of Chicago License
On April 13, 2006, Pharma amended that certain Adednand Restated License Agreement, dated Dece3b2004, with the University of Chicago with respéo certail

payment obligations of Pharma, as follows: (i) goriA30, 2006 $1,500,000 cash payment obligatios extended until October 31, 2006; and (ii) thegzttion to issue 216,2:
shares of Pharma’s common stock issuable uporidke of the Transaction was extended until Oct83g2006.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors
PharmaFrontiers Corp.
(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balsheet of PharmaFrontiers Corp., (“Pharma”) (eld@ment stage company), as of December 31, 2005te related
consolidated statements of expenses, changescikhstiolers’ equity and cash flows for the two yeamsled December 31, 2005 and the period from Jar22ar§003 (Inception)
through December 31, 2005. These consolidated dinhstatements are the responsibility of Pharm@sagement. Our responsibility is to express aniopion these
consolidated financial statements based on outsudi

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@tdited States). Those standards require that e @hd perform the
audits to obtain reasonable assurance about whigilheonsolidated financial statements are frematkerial misstatements. An audit includes examinamga test basis, evidence
supporting the amounts and disclosures in the diofaged financial statements. An audit also inclidssessing the accounting principles used andisagr estimates made by
management, as well as evaluating the overall dmfaged financial statement presentation. We beliéaat our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all materspects, the consolidated financial positioPbarma as of December 31, 2005
and the consolidated results of its operationsi@nchsh flows for the periods described in confgywith accounting principles generally acceptedhie United States of Ameris

The accompanying consolidated financial statemlea® been prepared assuming that Pharma will agntis a going concern. As discussed in Note 2etedhsolidated financi
statements, Pharma has suffered recurring lossesdperations, which raises substantial doubt at@ability to continue as a going concern. Mamagat’s plans regarding tha
matters are described in Note 2. The consolidatesh€ial statements do not include any adjustmigvatismight result from the outcome of this uncenrti

As discussed in Note 15 to the financial statemetsrror resulting in an understatement of lised and an overstatement of net loss in 2005disvered by management in
2006. Accordingly, adjustments have been made &eoémber 31, 2005, to correct the error.

MALONE & BAILEY, PC
www.malone-bailey.com
Houston, Texas

February 7, 2006,
except for Note 15
which is dated June 20, 2006




PHARMAFRONTIERS CORP.
(a development stage company)
CONSOLIDATED BALANCE SHEET (RESTATED)
December 31, 2005

Assets

Current assets:
Cash
Other current assets

Total current assets

Intangible assets, net of $2,298,174 and $1,8888atcumulated amortization
Property & equipment, net of $278,300 and $256 f&@ccumulated depreciation
Other assets

Total assets

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payable
Accrued expenses
Note payable

Derivative liability
Total current liabilities

Commitments and contingencies

Stockholder' equity:
Convertible preferred stock, no par value, 10,000 6hares
authorized, none issued and outstanding
Common stock, $.05 par value, 100,000,000 sharé®azed,
20,967,035 and 20,619,545 shares issued and oditsgan
Additional paid in capital
Deficit accumulated during the development stage

Total stockholders' equity

Total liabilities and stockholders' equity

$ 2,560,66!
182,52:
2,743,191

26,130,44
479,99t
388,21(

$ 29,741,83

$ 689,46
240,30¢

1,500,001

6,761,65!

9,191,43

1,030,97

39,783,45
(20,264,02)
20,550,40

$ 29,741,83

See accompanying summary of accounting policies
and notes to consolidated financial statements
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General and administrative
Depreciation and amortization
Research and development
Loss on disposal of assets

Operating loss

Interest income
Other income
Gain on derivative liability

Interest expense
Net loss

Basic and diluted loss per share

Weighted average shares outstanding

PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF EXPENSES
Years ended December 31, 2005 and 2004 and the
Period from January 22, 2003 (Inception) to Decemlye31, 2005

Inception
(Restated) through
2005 2004 2005
$ 550,17¢ $ 572,53: $ 1,203,51
1,735,20! 264,81¢ 2,000,02:
9,892,25: 2,465,63 12,357,88
22,81( 457,12. 479,93,
(12,200,45) (3,760,10i) (16,041,36)
81,93( 5,992 87,92.
28,17« 2,37¢ 30,55:
3,896,84. - 3,896,84
(7,323,85) (868,92() (8,237,97)
$ (15,517,35) $ (4,620,669 $ (20,264,02)
$ 0.99 $ (0.73) N/A
15,648,36 $ 6,309,14! N/A

See accompanying summary of accounting policies
and notes to consolidated financial statements
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CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY (RESTATED)
January 22, 2003 (Inception) through December 31,005

Shares issued for cash
Shares repurchased and cancelled
Discount relating to:
- beneficial conversion feature
- warrants attached to debt
Net loss

Balances at December 31, 2003
Shares issued for:

- cash

- services

- license

- reverse merger with Sportan

- acquisition of Opexa

- additional shares attached to convertible (

- conversion of convertible notes
Shares cancelled
Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option Expense
Net loss

Balances at December 31, 2004
Shares issued for:

- cash

- convertible debt

- debt

- license

- services

PHARMAFRONTIERS CORP.

(A Development Stage Company)

Additional
Common Stock Paid in Accumulated
Shares Par Capital Deficit Total
5,250,001 262,50( ($261,50) $ -- 1,00(¢
(1,706,25) (85,319 84,98¢ - (328)
-- 28,18( -- 28,18(
-- 28,18( -- 28,18(
- - - (126,009 (126,009
3,543,75 177,18 (120,15:) (126,002 (68,96¢)
22,50( 1,12¢ 7,87% - 9,00(
2,065,001 103,25( 745,75( - 849,00(
242,68t 12,13 414,94( -- 427,07!
997,39¢ 49,87( (197,605 - (147,73
2,500,001 125,00( 23,625,00 -- 23,750,00
161,00( 8,05( 280,31t -- 288,36t
607,50: 30,37¢ 217,99! - 248,37(
(80,000) (4,000 4,00¢ - -
-- 855,84 -- 855,84
-- 1,848,50: -- 1,848,50:
- 123,33: - 123,33:
- - - (4,620,66) (4,620,66)
10,059,83 502,99: 27,805,80 (4,746,66) 23,562,13
3,894,50! 194,72! 5,647,04. -- 5,841,76!
6,110,26: 305,51¢ 7,343,93. -- 7,649,441
23,00( 1,15(C 159,85( -- 161,00(
291,93! 14,59 1,853,78 - 1,868,38
240,00( 12,00( 1,000,401 -- 1,012,401

F-13




Offering costs relating to

equity financing - - (495,557) - (495,557)
Discount relating to: 831,94 831,94
- beneficial conversion feature - - 1,433,10: - 1,433,10:
- warrants attached to debt - - -
Option expense - - 2,487,74. - 2,487,74
Warrant expense -- - 2,373,88i -- 2,373,88:
Transition of warrants from equity instrumentsitbllity instruments - - (10,658,49) (10,658,49)
Net loss - - - (15,517,35) (15,517,35)
Balances at December 31, 2005 $  20,61954 $ 1,030,97 $  39,783,45 ($20,264,02) $  20,550,40

See accompanying summary of accounting policies
and notes to consolidated financial statements
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Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net c
used in operating activitie
Stock issued for services

Stock issued for debt in excess of principal

Amortization of discount on notes payabl

to warrants and beneficial conversion feature

Amortization of intangible assets

Gain on derivative liability

Depreciation

Debt financing costs

Option and warrant expense

Loss on disposition of fixed assets
Changes in

Accounts payable

Prepaid expenses

Accrued expenses

Other assets

Net cash used in operating activit

Cash flows from investing activitie
Purchase of licens¢
Purchase of property & equipme

Net cash used in investing activiti

Cash flows from financing activitie
Common stock sold for cash, net of offering ct
Common stock repurchased and canc
Proceeds from del
Repayments on notes paya

Net cash provided by financing activiti

Net change in cas
Cash at beginning of peric

Cash at end of peric

PHARMAFRONTIERS CORP.

(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS (RESTATED)
Year ended December 31, 2005 and the Period from daary 22, 2003

(Inception) through December 31, 2004 and 2005

Inception
through
2005 2004 2005

$ (15,517,35) (4,620,66.) (20,264,02)
1,012,401 849,00( 1,861,401

109,07( - 109,07(

e due

5,516,63! 753,81: 6,313,20!

1,637,12! 251,76: 1,888,891
(3,896,84) - (3,896,84)

98,08( 13,05¢ 111,13¢

365,91( - 365,91(

4,861,62! 123,33 4,984,96:

22,81( 457,12 479,93.

26,36( 58,67( 85,167
(88,18 (38,95() (127,13))

2365¢ 23,82: 54,98
(388,21() - (388,21()
(6,216,91) (2,129,03)) (8,421,55)
- (232,74) (232,74))
(258,90:) (173,00 (431,90)
(258,905 (405,741 (664,649

5,346,21 9,00( 5,356,21
- - (325)

2,896,88! 3,382,701 6,354,59
(58,614 (5,000 (63,614

8,184,48! 3,386,70! 11,646,86

1,708,67. 851,92: 2,560,66!

851,99. 68 -

$ 2,560,661 851,99. 2,560,661




PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF CASH FLOWS (RESTATED) ¢@tinued)
Year ended December 31, 2005 and the Period fromaig 22, 2003

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Of
Issuance of common stock to Sportan shareho
Issuance of common stock for University of Chicéigense
Issuance of common stock for accrued inte
Conversion of notes payable to common si
Conversion of accrued liabilities to common st
Conversion of accounts payable to note pay
Discount on convertible notes relating

- warrants

- beneficial conversion featu

- stock attached to not

Fair value of derivative instrume

(Inception) through December 31, 2004 and 2005

$ - 8

1,868,38:
525,51
6,159,61!
17,17¢

1,433,10:
831,94«
999,07-

10,658,49

See accompanying summary of accounting policies
and notes to consolidated financial statements
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23,750,00
147,73¢
427,07!

248,37(

93,36¢

1,848,50:
855,84
288,36t

23,750,00
147,73¢
2,295,45!
525,51
6,407,981
17,17¢
93,36¢

3,309,791
1,715,97
1,287,441
10,658,49




PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

PharmaFrontiers Corp. (“ Pharma ") was incorpetah Texas on January 22, 2003 as a bio-pharmaakabmpany engaged in developing autologous peidszed cell
therapies. During the development stage, Pharmairachthe worldwide license to technology developedrgonne National Laboratory, a U.S. DepartnadriEnergy Laboratory
Operated by the University of Chicago ( “ Argonng This is an exclusive license to a stem celit@togy in which adult pluripotent stem cells asgided from monocytes
obtained from the patient ’ s own blood (the “ Lrise " ).A patent application was filed in November 2003thwthe United States Patent and Trade Office regautthe technolog
involved in the License.

On October 7, 2004 Pharma entered into an agreeimectuire all of the outstanding stock of Opekarfhaceuticals, Inc. (“ Opexa " ). The agreemésgerd on November 5,
2004. A total of 2,500,000 shares of Pharma ' smoom stock were exchanged for all of the outstandingk of Opexa. 2,250,000 shares was issued taa@giereholders in
December 2004 and the balance of 250,000 shaeshdld been held in escrow for the prerequisiteyaae period, was issued in November 2005.The aitagui was accounted
for under the purchase method, where all of Opexassets are restated to their fair market vatuth® acquisition date, which approximated bookiealhe 2,500,000 shares of
Pharma were valued at $23,750,000 or $9.50 peestdnich represents their current value at the.tifee Note 12 for details.

Opexa holds rights to technology to diagnose agal tmultiple sclerosis through modified autoreaefivcells and is currently in FDA Phase I/l huntirse ranging clinical trials
to evaluate its safety and effectiveness in trgatiultiple sclerosis.

Basis of presentation. The consolidated finand&tesnents include the accounts of Pharma and itdlyvbwned subsidiary, Opexa. Significant inter-quamy accounts and
transactions have been eliminated.

Reclassifications. Certain amounts in the 2004 clidisted financial statements have been reclassifie
to conform to the 2005 consolidated financial steat presentation.

Use of Estimates in Financial Statement Preparalibe preparation of consolidated financial statetsé conformity with accounting principles gerlBraccepted in the United
States of America requires management to make atgand assumptions that affect the reported atmotiassets and liabilities, the disclosure ofticment assets and liabilities
at the date of the consolidated financial statemeartd the reported amounts of revenues and expdnsiag the reporting period. Actual results cadiffer from those estimates.

Cash and cash equivalents. For purposes of thenstats of cash flows, cash equivalents includhighly liquid investments with original maturitie$ three months or less.

Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldegteciation. Depreciation is provided using timaight-line method over the
estimated useful lives of the assets. Major rengwatl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.

Impairment losses are recorded on ldingd assets used in operations when indicatoispairment are present and the undiscounted casls féstimated to be generated by ti
assets are less than the assets ' carrying amount.
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Income Taxes. Income tax expense is based on eghbearnings before income taxes. Deferred incomesteeflect the impact of temporary differenceseetn assets and
liabilities recognized for consolidated financiaporting purposes and such amounts recognizedxXguurposes, and are measured by applying enaotadtes in effect in years
which the differences are expected to reverse.

Stock-Based Compensation. Pharma accounts for-staeéd compensation under the intrinsic value ntetdader this method, Pharma recognizes no comgiensaxpense for
stock options granted when the number of underlgimgres is known and exercise price of the opsagreéater than or equal to the fair market valutnefstock on the date of
grant. The following table illustrates the effectmet loss and net loss per share if Pharma hdéedphe fair value provisions of FASB Statement NB3, Accounting for Stock-
Based Compensation, to stock-based employee comipams

Inception
2005 2004 through 2005

Net loss as reporte $ (15,517,35) $ (4,620,66) $ (20,264,02)
Add: stock based compensation determined

Under intrinsic value based method 2,487,74. 123,33¢ 2,611,07.
Less: stock based compensation determined

under fair value based method (4,264,01) (153,369 (4,417,37)
Pro forma net loss $ (17,293,62) $ (4,650,69) $ (22,070,32)
Basic and diluted
Net loss per common sha
As reported $ 0.99 $ (.73 N/A
Pro forma $ 111 $ (.79) N/A

The weighted average fair value of the stock optigranted during 2004 was $3.09. Variables uséldeiBlack-Scholes option-pricing model include 2% risk-free interest rate,
(2) expected option life is the actual remainirig bf the options as of each year end, (3) expeatéatility is from 0.1% to 796.30% and (4) zergexted dividends.

The weighted average fair value of the stock optigranted during 2005 was $2.49. Variables uséldeiBlack-Scholes option-pricing model include 2% risk-free interest rate,
(2) expected option life is the actual remainirig bf the options as of each year end, (3) expeatdatility is 175.40% and (4) zero expected divids.

The basic net loss per common share is computeliviling the net loss by the weighted average numebeommon shares outstanding. Diluted net lospmmon share is
computed by dividing the net income adjusted oflaanf converted" basis, by the weighted averagelmer of common shares outstanding plus potentiafici securities. Basic
and diluted loss per share is the same due to paiteiiutive securities had an anti-dilutive effend were not included in the calculation of dihinet income per common share.

Research and development. Research and developxperises include salaries, related employee expermsesulting fees, facility costs, and laboratmogts. All costs for
research and development activities are expenset@ased. Pharma expenses the costs of licensgatefts and the prosecution of patents untilshaance of such patents and
the commercialization of related products is reabbnassured.

Accounting for Derivative Instruments. StatemenEofancial Accounting Standard (“SFAS”) No. 133,c#ounting for Derivative Instruments and Hedgindivities,” as
amended, requires all derivatives to be recordetherbalance sheet at fair value. Our derivativessaparately valued and accounted for on our balaheet. Fair values for
securities traded in the open market and derivatiare based on quoted market prices. Where marikesgare not readily available, fair values areedrined using market based
pricing models incorporating readily observable keadata and requiring judgment and estimates.
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The pricing model we use for determining fair valwd our derivatives is the Black Scholes Pricingddl. Valuations derived from this model are subjemngoing internal and
external verification and review. The model useska@asourced inputs such as interest rates, exeheatgs and option volatilities. Selection of thegmrits involves management's
judgment and may impact net incon

In September 2000, the Emerging Issues Task FOESER") issued EITF 00-19, "Accounting for Derivedi Financial Instruments Indexed to and Potenti@éstled in, a
Company's Own Stock," ("EITF 00-19") which requifesmestanding contracts that are settled in a coyipawn stock, including common stock warrantdhealesignated as an
equity instrument, asset or a liability. Under firevisions of EITF 00-19, a contract designatedraasset or a liability must be carried at faiueabn a company's balance sheet,
with any changes in fair value recorded in the canys results of operations. A contract designatedn equity instrument must be included withinitggand no fair value
adjustments are required.

The EITF recently deliberated the impact of liqguethdamages clauses in registration rights agretnaa the effect on accounting and classificatibimstruments subject to the
scope of EITF 00-19 in EITF 05-Ofhe Effect of a Liquidated Damages Clause on a$teeeling Financial Instrument Subject to Issue 0@19.The EITF has not reached a
consensus on this issue and has deferred delibenaritil the FASB addresses certain questions wbiehd impact a conclusion on this issue. Spedlfic&ITF 05-04 presents
alternative views on whether the liquidated damamesisions in registration rights agreements stidnd combined with or treated separately from #s»aiated financial
instrument. We view the registration rights agreetand the financial instrument as one combineesfi@nding instrument. If the EITF were to adoptuiesv that the registration
rights agreement should be viewed as a separdtanmsnt from the financial instrument, we may h&veaccount for additional derivatives.

Restatement of Financial Statements to ReflectMaéivie Accounting. The consolidated financial sta¢ats for the year ended December 31, 2005 inclidt#ds Annual Report
have been restated to reflect additional non-opeyafains related to the classification of and aedimg for warrants issued by Pharma associated tvé bridge note exchange
and private placement offerings in June 2005 ahd2n05 .

Recently Issued Accounting Pronouncements. In Deeer2004, the FASB issued SFAS No0.123R, “AccountorgStock-Based Compensation.” SFAS N0.123R eistiadd
standards for the accounting for transactions irckvan entity exchanges its equity instrumentgyfowds or services. This Statement focuses primanilgccounting for
transactions in which an entity obtains employewises in share-based payment transactions. SFA$28R requires that the fair value of such equistiuments be recognized
as expense in the historical financial statemesitseavices are performed. Prior to SFAS No.123R;, certain pro forma disclosures of fair value wezquired. SFAS No0.123R
shall be effective for small business issuers ah@beginning of the first interim or annual reprg period that begins after December 15, 2005il&#WWharma has issued options
to employees recently, the adoption of this newbanting pronouncement is not expected to have anmhtmpact on the consolidated financial statets@f Pharma during the
calendar year 2006.

Pharma does not expect the adoption of any otleently issued accounting pronouncements to haignifisant impact on their consolidated financialsgtion, results of
operations or cash flow.

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarsti@lements, Pharma incurred recurring net loss$$%517,356 and $4,620,664 in 2005 and 2004 ectsely, and has an
accumulated deficit of $20,264,023 as of Decemie2805. These conditions raise substantial dosild #harma ability to continue as a going concern. Managerigetnying tc
raise additional capital through sales of convéetiebt and equity. The consolidated financialestents do not include any adjustments that mightdeessary if Pharma is
unable to continue as a going concern.
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NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreewiémthe University of Chicago (“University”) fohe worldwide license to technology developed atohrge National
Laboratory, a U.S. Department of Energy Laborafpgrated by the University. In consideration fa license, Pharma paid the University $57,742 andeal to issue 375,375
shares of its common stock. 187,688 shares valu$d@=075 were issued on February 20, 2004. In Beee 2004, the License Agreement was amended ggaRtiarma an
exclusive, non-transferable worldwide license ® thiversity’s stem cell technology. In considesatfor the amendment, Pharma paid the Universitgdatitional $175,000,
issued the University 55,000 shares of common statlked at $352,000, bringing the total ownersHiplwarma by the University to 242,688 shares, aptegay the University
$1,500,000 on the earlier of October 30, 2005 @nughe closing of a Pharma financing where proceeegreater than $10 million and agreed to issaeJniversity shares of
Pharma common stock, including the shares alresslied, equal to 2.6% of the total outstanding nurabshares after conversion of the 15% exchangeadnhvertible
subordinated promissory notes upon the later oftte financing or November 30, 2005 and aften@see of any and all equity in the form of stockh&t close of the first
Financing.

In June 2005, 274,836 shares of common stock wsteed to the University of Chicago per the terma lidense agreement. These shares were record863064.

In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@d®9,434.

By amendment dated October 31, 2005 Pharma andriiversity agreed to extend the date upon whichsth&00,000 to April 30, 2006.

In June of 2004, Pharma paid $50,000 to The Unityeo$ Texas MD Anderson Cancer Center for an aptimnegotiate a licensing agreement for the ugeedpheral blood stem
cells for cardiac regeneration. This option to ri&ge the licensing agreement expired on Septe@beg?004 and the non-refundable fee of $50,000wviten off during 2004.
NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atéeber 31, 2005:

Description Life Amount
University of Chicago license (see Note 3) 19 years $ 4,028,20-
Opexa intangible group (see Note 12) 16 years 23,991,12
Subtotal 28,019,33
Less: accumulated amortization (1,888,89)
Intangible assets, net $ 26,130,44

Amortization expense totaled $1,637,129 and $231li@éiscal 2005 and 2004, respectively.
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NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2005:

Description Life Amount
Computer equipment 3 years $ 77,73(
Office furniture and equipment 3-5 years 145,92:
Laboratory equipment 5-10 years 512,42
Subtotal 736,07¢
Less: accumulated depreciation (256,08:)
Property and equipment, net $ 479,99¢

Depreciation expense totaled $98,080 and $13,058dal 2005 and 2004, respectively.

NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferre@ssets and liabilities are determined based eexpected future tax consequences of temporderelifces between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes. Duringdif005 and 2004, Pharma incurred net lossestla@afore, has no tax liabilit
The net deferred tax asset generated by the lossfoaward has been fully reserved. The cumulatieé operating loss carry-forward is approximaly,000,000 at December
31, 2005, and will expire in the years 2024 thro@gR5.

At December 31, 2005, deferred tax assets congigtée following:

Deferred tax assets

Net operating losses $ 4,080,001
Less: valuation allowance (4,080,000

Net deferred tax asse $ -

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasmedisonvertible notes to investors totaling $6,824. In March 2005, 451,688 shares of common stattka relative fair
value of $999,074 were issued to note holderseis dldditional shares for their subscription inwesint in Pharma. In June 2005 a total of $6,650¢®r@prised of the principal of
the notes of $6,124,859 and accumulated intere®52%,513, which accrued at a rate of 15% per anmas exchanged for 4,433,598 units at $1.50 paresiftach unit is
comprised of one share of common stock and thngarate types of warrants to purchase a total & &hares of common stock as stated below. In aailiti,224,977 shares of
Common Stock were issued in consideration for thieemder of the rights to the Bridge Warrants hsidhe note holders. All of the Bridge Notes anidBe Warrants were
exchanged so that none are now outstanding.

«  Warrants: In connection with the bridge note exgjgaand private placement offerings in June and thube separate types of warrants to purchasebab?.75 shares
common stock were issued as follows: (i) a Serie&/@&rant which expired on February 17, 2006; (iBeries B Warrant for onlealf of a share with an exercise prict
$2.90 which expires on October 17, 2006; (iii) a8eries C Warrant for one share with an exeraise pf $4.00 that expires on May 25, 2010.
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Pharma analyzed the convertible notes and the ntarfar derivative accounting consideration undeAS 133 and EITF 00-19. Pharma determined the edezbdonversion
option in the convertible notes met the criterindiassification in stockholders equity under SFESS and EITF 00-19. Therefore, derivative accountirms not applicable for
these convertible notes payable. See Note 14 discussion of the accounting for the warrants.

NOTE 8 - NOTE PAYABLE
Note payable consists of the followir

Note payable to the University of Chicago; no ietgy due earlier of
Pharma raising $10,000,000 in an Equity Financingpxil 30, 2006;
secured by license (See Note 3 for details) $1,500,000

NOTE 9 - COMMITMENTS AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigm@enh operating lease from Opexa for a researdhityad he lease commenced in June 2003 and wagalegpire in
November 2004. Pharma extended the lease initaiy March 31, 2005 and extended it again untpt®mber 30, 2005. Pharma terminated the lease wb€rc7, 2005 an
entered into a ten-year lease with a new landldittivcommenced on October 1, 2005.

Future minimum lease payments under the non-catidelbperating lease are $72,474 for 2006, $117at72007, $137,196 for 2008, $139,782 for 20094 %540 for 2010 and
$731,883 for thereafter

Rent expense for 2005 was $178,963 and $389,3020f4.

NOTE 10 - EQUITY
During 2003, Pharma sold 5,250,000 shares of constauk for $1,000.
In April 2003, 1,706,250 shares were reacquireds%25 and canceled.

Additional contributions to capital of $56,360 résd from the discounted value to notes payabletdwearrants and beneficial conversion featureschgd to convertible notes
was issued in 2003.

During 2004, 22,500 shares of common stock were fewl$9,000.

In February 2004, 187,688 shares of common stoktledaat their then fair value of $75,075 were issteethe University of Chicago per the terms oicarise agreement. In
December 2004, 55,000 shares of common stock valugetir then fair value of $352,000 were isswethe University of Chicago per the terms of an adesl license agreement.
See Note 3 for details.

In June 2004, 997,399 shares of common stock wssteed for net liabilities of $147,733 to Sportastisreholders for the reverse merger with Sportaa.Nbte 14 for details.
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In November 2004, 2,500,000 shares of common stakled at their then fair value of $23,750,000 wisseied to 30 accredited investors in connectidh thie acquisition of
Opexa, of which 2,250,000 shares were issued imatedgliand the balance of 250,000 shares held mwseere issued in November 2005. See Note 12 dtaild.

In December 2004, 161,000 shares of common stottkavielative fair value of $288,366 were issueddte holders as their additional shares for thelrscription investment in
Pharma.

During 2004, 607,501 shares of common stock weseid to note holders for the conversion of $248@&#frincipal and interest from convertible notes.
In November 2004, 80,000 shares of common stock wancelled pursuant to the terms of an employsepération agreement.

During 2004, there were additional contributionsépital of $2,704,351 relating to the discountatiig to notes payable from warrants, beneficiaveosion features attached to
convertible notes.

Employee stock option expense was $123,333 in 2004.

In June 2005, Pharma sold 3,387,217 shares of canstock with 9,314,868 warrants for $5,080,826. Magrants have exercise prices ranging from $2itar®l expire in seven
months to four years. The relative fair value & tommon stock is $886,913 and the relative fdirevaf the warrants is $4,198,913. Offering co$t$484,262 related to shares
issued were charged to additional paid in capital.

In July 2005, Pharma sold 507,292 shares of constaok with 1,395,053 warrants for $760,943. Therawzts have exercise prices ranging from $2 to $4expire in seven
months to four years. The relative fair value @& tommon stock is $216,801 and the relative fdirevaf the warrants is $544,137. Offering cost$&f,290 related to shares
issued were charged to additional paid in capital.

In March 2005, 451,688 shares of common stock witélative fair value of $999,074 were issued terdmlders as their additional shares for theisstption investment in
Pharma.

In June 2005, 5,658,575 shares of common stock issued to note holders for the conversion of $6,829 of principal and $525,513 interest from catilse notes.

During February 2005, 23,000 shares of common statlked at their fair value of $161,000 were issteedote holders for the conversion of $51,930rafgpal and interest from
the notes.

In June 2005, 274,836 shares of common stock wsteed to the University of Chicago per the terma lidense agreement. These shares were recor@447&8,950.
In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@d®9,434.
During 2005, 240,000 shares of common stock vahueheir fair value of $1,012,400 were issued tarfta’s consultants for their services.

During 2005, offering costs of $495,552 relatetht® equity financing were charged to additionabpaicapital.

During 2005, there were additional contributionsapital of $2,265,052 relating to the discountatlig to notes payable from warrants, beneficiaveosion features attached to
convertible notes.

Employee stock option expense was $2,487,741 i8.200
Warrant expense was $2,373,888 in 2005.
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NOTE 11 - STOCK OPTIONS AND WARRANTS
In 2004 Pharma adopted the 2004 Stock Option Ptae Plan”). The Plan provides for the grantingstifick options to employees and consultants of Pharm

Options granted under the Plan may be either ingestock options or nonqualified stock optionzdntive stock options (“ISO”) may be granted omyPharma employees
(including officers and directors who are also emgpkes). Nonqualified stock options (“NSO”) may arged to Pharma employees and consultants. ThelBé®irectors has
discretion to determine the number, term, exengigze and vesting of all grants.

During 2003, 150,000 warrants were granted to itoregelated to the convertible notes.

During 2004, 965,000 options were granted to emgegy 200,000 warrants were granted to consultantd 27,993 warrants were granted to investoegadlto the convertible
notes.

Stock Options:

In January 2005, options to purchase 192,000 slodt@mmon Stock were issued to several employeas axercise price of $3.00 per share. One tHiteoptions vest on the
first anniversary date, one third of the optionstsen the second anniversary date, and the remgagmie third vests on the third anniversary dabes€ options have an intrinsic
value of $785,800, of which $261,933 has been esgduring 2005.

In April 2005, options to purchase 12,500 shareSa@hmon Stock were issued to three Opexa emplatess exercise price of $3.00 per share. One dfitbe options vest on t
first anniversary date, one third of the optionstsen the second anniversary date, and the remgagmie third vests on the third anniversary dabes€ options have an intrinsic
value of $14,925, of which $4,975 has been expedsedg 2005.

In June 2005, options to purchase 30,000 shar€®mimon Stock were issued to two employees at artisgeprice of $3.00 per share, of which optionsted immediately. The:
options have no intrinsic value due to exercisegexceeded the market price at the date of thre.gra

In August 2005, options to purchase 20,000 shadr€@mmon Stock were issued to an employee at artiseeprice of $1.14 per share. One third of thiooo vested
immediately, one third of the options vest on tingt fanniversary date, and the remaining one thtsts on the second anniversary date. These oftaresno intrinsic value due
exercise price exceeded the market price at theafahe grant.

In December 2005, options to purchase 376,000 siir€éommon Stock were issued to fifteen Opexa eyggs at an exercise price of $0.70 per share f@mgh of the options
vest on the first anniversary date, one fourthhefaptions vests on the second anniversary dagefoomth of the options vests on the third anniagrslate, and the remaining one
fourth vests on the fourth anniversary date. Thgg®ns have no intrinsic value due to exercisegequaled the market price at the date of thetgran

In 2005, 41,667 options previously granted weréefted.
Consultant warrants:

In January 2005, warrants to purchase 25,000 sb&@emmon Stock were issued to a consultant @xancise price of $3.00 per share of which oneltbfrthe warrants vest on
the first anniversary date, one third of the watsarests on the second anniversary date, and thaimang one third of warrants vests on the thirdieersary date. These warrants
have a fair value of $183,033, of which $61,011 isn expensed during 2005.
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In April 2005, warrants to purchase 100,000 shafédommon Stock were issued to a consultant akarcese price of $3.00 per share of which 40,00€raves vested
immediately, and the remaining 60,000 warrants gegite rate of 2,500 warrants per month for tweéaty months. These warrants have a fair valueddf7$812, of which
$261,133 has been expensed during 2005.

In April 2005, warrants to purchase 20,000 shaféSoonmon Stock were issued to a consultant at ancese price of $3.00 per share of which one thfrthe warrants vest on the
first anniversary date, one third of the warrargsts on the second anniversary date, and the remaine third of warrants vests on the third anrgaey date. These warrants h
a fair value of $83,562, of which $27,854 has bexgrensed during 2005.

In June 2005, warrants to purchase 175,000 sha@smmon Stock were issued to four consultantsaeercise price of $4.00 per share. One thirdhefwtarrants vested
immediately, one third of the warrants vest onftfe anniversary date, and the remaining one thfrthe warrants vests on the second anniversaey @aese warrants have a fair
value of $467,120, of which $84,813 has been exgudsring 2005.

In July 2005, warrants to purchase 8,100 shar@oaimon Stock were issued to a consultant at arciseeprice of $1.50 per share, of which warranstee immediately. These
warrants have a fair value of $21,150, of which,$2% has been expensed during 2005.

In July 2005, warrants to purchase 460,846 shd&r€@mmon Stock were issued to several brokeragesfis the offering costs and commissions for Phasrfanancing activitie!
at an exercise price of $1.50 per share. Theseawtarhave a fair value of $2,197,162 and vest imatelg.

In August 2005, warrants to purchase 200,000 star€®mmon Stock were issued to a consultant &xancise price of $1.19 per share. The warrantsatesfuture date at such
time that certain pre-determined events occur. @ esrants have a fair value of $175,484.

In September 2005, warrants to purchase 15,00@sludiiCommon Stock were granted to a consultaaum &xercise price of $1.19 per share of which wdsraested immediately.
These warrants have a fair value of $13,161, ottwBi13,161 has been expensed during 2005.

In October 2005, warrants to purchase 167,500 shaEr€ommon Stock were issued to four independietibrs at an exercise price of $1.15 per shane third of the warrants
vested immediately, one third of the warrants westhe first anniversary date, and the remaining third vests on the second anniversary date. Thheasants have a fair value of
$191,658, of which $53,397 has been expensed dafiag.

In 2005, 99,134 warrants previously granted wergrex.
Investor warrants:
During first quarter of 2005, 965,628 warrants wgranted to investors related to the convertibles.o

In connection with the bridge note exchange andapei placement offerings in June and July, 2,54By@2rrants granted in prior years and early 200&wancelled and three
separate types of warrants to purchase a total’éf ghares of common stock were issued as foll(iyv$0,411,400 units of Series A Warrant for 1.2aues with an exercise price
of $2.00 which expires on February 17, 2006; (i)68,701 units of Series B Warrant for one-halaahare with an exercise price of $2.90 which egn October 17, 2006; (iii)
and 8,329,108 units of Series C Warrant for oneestwéth an exercise price of $4.00 that expireday 25, 2010.
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Summary information regarding options is as follows

Weightec Weightec
Average Average
Exercist Exercist
Options Price Warrants Price
Year ended December 31, 2003:

Granted - $ - 150,000 $ .1C
Outstanding at December 31, 2003 - - 150,00( .1C
Year ended December 31, 2004:

Granted 965,00( 3.17 1,627,99: 2.2¢8
Outstanding at December 31, 2004 965,00( 3.17 1,777,99: 2.2
Year ended December 31, 2005:

Granted 630,50( 1.57 25,041,28 2.8¢

Forfeited and cancelled (41,667 4.2¢ (2,642,75) 2.4E
Outstanding at December 31, 2005 1,553,83. $ 2.4¢ 24,176,52 $ 2.8E
Options and warrants outstanding and exercisabté Becember 31, 2005:

Exercise Remaining Options Options Warrant: Warrant:
Price Life Outstandin Exercisabl Outstandin Exercisabl
$5.0C 3 -4 year 53,33: 53,33: 50,00( -

4.0C 4 -5 year - - 8,504,10: 8,362,44

3.0C 4 -5 year: 219,50( 63,33 145,00( 75,00(

3.0C 3 -4 year 885,00( 395,00( 50,00( 16,66"

2.9C 0.83 year - - 4,164,56 4,164,56'

2.0C 0.13 year - - 10,411,40 10,411,40

1.5C 4 -5 year - - 468,94 8,10(

1.1¢ 4 -5 year - - 215,00( -

1.1% 4 -5 year - - 167,50( -

1.14 4 -5 year: 20,00( 6,667 - -

0.7C 9 -10 year 376,00( - - -

1,553,83: 518,33( 24,176,52 23,038,17

NOTE 12 - PURCHASE OF OPEXA

On October 7, 2004 Pharma entered into an agreement to acquief #he outstanding stock of Opexa. The agreencésged on November 5, 2004. Pharma issued C

shareholders 2,500,000 shares of Pharma’s comrok &ir all of the outstanding stock of
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Opexa. 250,000 of the 2,500,000 shares were pasénow for a ongear period pursuant to the escrow agreement. Efenbe of the 250,000 shares were issued to (
shareholders in November 2005. The acquisitionaeasunted for under the purchase

method, where all of Opexaassets are restated to their fair market valutn@racquisition date, which approximated book @althe 2,500,000 shares of Pharma were valt
their then fair value of $23,750,000 or $9.50 gears.

Pharma acquired Opexa because Opexa holds rigteshinology to diagnose and treat multiple sclerdsiough modified autoreactive T cells and is ently in FDA Phase /1l
human dose ranging clinical trials to evaluatesifety and effectiveness in treating multiple szdés.

The results of operations for Opexa from Novemhe&20®4 through December 31, 2005 are includederStatements of Operations and the Statementsstf Elaws.

The following table summarizes the estimated faiues of the assets acquired and the liabilitissragd at the date of acquisition:

Current assets $ 55,387
Property, plant and equipment, net 639,16(
Intangible assets 23,991,12
Total assets acquired 24,685,67
Current liabilities 935,67!
Total liabilities assumed 935,67!
Net assets acquired $ 23,750,00

Of the $23,991,128 of acquired intangible asshesfull amount is assigned to an inseparable gofygatents and licenses that cannot function indéeetly by themselves. The
weighted average useful life of the intangible grais of December 31, 2005 is approximately 15 years
NOTE 13 - STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhitgstries, Inc. in a transaction accounted foa asverse acquisition. Pharma’s shareholders issued 6,386,439 Sportan
shares in exchange for 100 percent of the outstgmmbmmon shares of Pharma. Immediately followirig transaction, Sportan changed its name to Phanii&,383,838 shares
were outstanding.

NOTE 14 - DERIVATIVE INSTRUMENTS

We evaluated the application of SFAS 133 and EITA9 for all of our financial instruments and idéetl the following financial instruments as defiives:

1) Series A Warrants issued in conjunctiathwthe bridge note exchange and private placemfetings in June and July 2005( which expired ebiary 17, 2006)
) Series B Warrants issued in conjunctiagththe bridge note exchange and private placemietings in June and July 2005
3) Series C Warrants issued in conjunctigth the bridge note exchange and private placemietings in June and July 2005

We evaluated the provisions of the registratiomtsgagreement that require us to pay registrat&daydpayments in combination with the financialtinment and concluded tt
the combined instrument meets the definition ofewdtive under SFAS 133 because the most econfomit of settlement under the warrant agreementddvioe for us to isst
registered shares which is deemed outside of autr@aunder EITF 00-19.
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We determined that certain warrants to purchasecoutmon stock are derivatives that we are requicedccount for as frestanding liability instruments in our financ
statements. As a result, we report the value cfetderivatives as current liabilities on our batasbheet and report changes in the value of thebeatiees as noroperating gair
or losses on our statements of operations. Theewalthe derivatives is required to be remeasured quarterly basis, and is based on the Black|8stiRricing Model.

Variables used in the Black-Scholes option-priaimgdel include (1) 4.08% to 4.35% riflee interest rate, (2) expected warrant life & altual remaining life of the warrants a
each period end, (3) expected volatility is fron¥3t 475% and (4) zero expected dividends.

Due to the nature of the required calculations thedarge number of shares of our common stockluaebin such calculations, changes in our commoanksprice may result in
significant changes in the value of the derivatiaed resulting gains and losses on our statemespietions.

The impact of the application of SFAS 133 and EODF19 on the balance sheet and statements of apesats of and through December 31, 2005 was el

Transaction Date Liability as of Gain through
(10/26/2005) 12/31/2005 12/31/2005
Series A Warrants $ 332,44: % - 0% 332,44:
Series B Warrants 905,84( 264,95 640,88:
Series C Warrants 9,420,21! 6,496,69 2,923,51!
Totals $ 10,658,49 $ 6,761,65 $ 3,896,84:

NOTE 15 - RESTATEMENT

In accordance with SFAS 133 and EITFD®-in June 2006, we determined that certain wisranpurchase our common stock should be sepgi@tebunted for as liabilities (s
note 14 for details). We had not classified theseévative liabilities as such in our previouslyussl financial statements. In order to reflect th@smnges, we restated our financial
statements for the year ended December 31, 20@etwnd the fair value of these warrants on ourrasheet as a liability and record changes ivahees of these derivatives in
our consolidated statement of operations as uzeghliGain (loss) on derivative liabilities.”

The aggregate balance sheet amount shown for tleesative liabilities decreased from $10,658,4@60xtober 26, 2005, the date the warrants becahéities, to $6,761,654
on December 31, 2005, resulting in a gain of $3 896 in the statements of operations for the yaded December 31, 2005. This resulted in totallitas being understated by
$6,761,654 and net loss being overstated by $3896,

NOTE 16 - SUBSEQUENT EVENTS

Pharma entered into a remodeling construction eshto complete three Good Manufacturing PractiGdP”) production suites at its new facility. Thertstruction contract plus
equipment purchased separately cost approxima&€9,$00. The construction began October 1, 2005.

The construction of the GMP facilities was compieite January and certified on March 20, 2006 akS&an7 facility.
The Series A Warrant issued to investors in conoeetith the bridge note exchange and private ptaa offerings in June and July of 2005 expired-ebruary 17, 2006.
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&RM

To the Stockholders and Board of Directors
Opexa Therapeutics, Inc.

(formerly PharmaFrontiers Corp.)

The Woodlands, Texas

We hereby consent to the incorporation by referémdkeis Registration Statement on Form SB-2/A myort dated February 7, 2006 and June 20, 2006ded herein for the two
years ended December 31, 2005 and the period famualy 22, 2003 (Inception) through December 3052

We also consent to the references to us undereheimg “Experts” in such Document.

June 21, 2006

Malone & Bailey, PC
www.malone-bailey.com
Houston, Texas



