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Forward Looking Statements

Statements contained in this report, other thartest@nts of historical fact, constitute “forward-king statements."The word
“expects,” “believes,” “hopes,” “anticipates,” “esimates,” “may,” “could,” “intends,” “exploring,” “e valuating,” “progressing,”
“proceeding,” and similar expressions are intendeddentify forward-looking statements. In partiaylthese forwardeoking statements m
be found, among other places, under the headingssitiess,” “Risk Factors” and “Managemerst’' Discussion and Analysis of Finan
Condition and Results of Operations.” These forwkmoking statements do not constitute guaranteefutofre performance. Investors
cautioned that statements which are not strictlgtdrical statements, including, without limitatiostatements regarding current or fut
financial payments, returns, royalties, performatcel position, managem¢s strategy, plans and objectives for future operati plans an
objectives for product development (including foelha (imilecleucel T)), plans and objectives foegent and future clinical trials and rest
of such trials, plans and objectives for regulat@apgproval, litigation, intellectual property, prodtidevelopment, manufacturing plans
performance, and managem’s initiatives and strategies, constitute forwaabking statements. Such forwdmbking statements are subj
to a number of risks and uncertainties that cowddse actual results to differ materially from thasgicipated. These risks and uncertair
include, but are not limited to, those risks disadin “Risk Factors,” as well as, without limitati, risks associated with:

market conditions

our capital position;

our ability to compete with larger, better finanggldarmaceutical and biotechnology compan

new approaches to the treatment of our targetedadiss such as Multiple Sclerosis (V

our expectation of incurring continued loss

our uncertainty of developing a marketable prodi

our ability to raise additional capital to continumur development programs (including to undertakd aomplete any ongoing or furtl

clinical studies for Tcelna or clinical studies agd to our Teell platform), including in this regard our abyitto satisfy various conditio

required to access the financing potentially avaiéaunder the purchase agreements with Lincoln Raakital Fund, LLC (such as t

minimum closing price for our common stock, thestegtion of the underlying shares of common stmotter the Securities Act of 1933

amended, and the requirement for an ongoing tradiagket for our stock)

e our ability to maintain compliance with NASDAQIlgf standards

e the success of our clinical trials (including tRbase llb trial for Tcelna in secondary progressM& which, depending upon results, |
determine whether Ares Trading SA (Merck), a whollsned subsidiary of Merck Serono S.A., electsxavcise its option (Option)
acquire an exclusive, worldwide (excluding Japargrise of our Tcelna program for the treatment &)

e whether Merck exercises its Option and, if so, Wwhetve receive any development or commercializatidastone payments or royalt

from Merck pursuant to the Optio

our dependence (if Merck exercises its Option)henrésources and abilities of Merck for the furtderelopment of Tceln

the efficacy of Tcelna for any particular indicaticsuch as for relapsing remitting MS or secondaiggressive MS

our ability to develop and commercialize produr

our ability to obtain required regulatory approva

our compliance with all Food and Drug Administraticegulations;

our ability to obtain, maintain and protect intatkaal property rights (including for Tcelna and dué pipeline candidates

the risk of litigation regarding our intellectuakgperty rights or the rights of third partie

the success of third party development and comaleraiion efforts with respect to products covebgdntellectual property rights that

may license or transfe

our limited manufacturing capabilitie:

our dependence on thiparty suppliers and manufacturel

our ability to hire and retain skilled personn

our volatile stock price; an

other risks detailed in our filings with the Setigs and Exchange Commissit

These forwardeoking statements speak only as of the date sfrégort. We assume no obligation or undertakinggdate or revise ai
forward-looking statements contained herein to reflect @mynges in its expectations with regard theretamy change in events, condition:
circumstances on which any such statement is b&smdshould, however, review additional discloswesmake in the reports we file with
SEC.




PART |
ltem 1. Business

Opexa is a biopharmaceutical company developingragmalized immunotherapy with the potential t@tn@ajor illnesses, includil
multiple sclerosis (MS). This therapy is based anmroprietary Teell technology. Our mission is to lead the fiefdPoecision Immunothera,
™ by aligning the interests of patients, employeeas strareholders. Information related to our proaactdidate, Tcelné, is preliminary an
investigative. Tcelna has not been approved bytise Food and Drug Administration (FDA) or otheolghl regulatory agencies for marketi

MS is an inflammatory autoimmune disease of thdraénervous system (CNS), which is made up oflttan, spinal cord and op
nerves, with a clinically heterogeneous and ungtallie course that persists for decades. MS attinek covering surrounding nerve cells
myelin sheaths, leading to loss of myelin (demylon) and nerve damage. In addition to demyelimatihe neuropathology of MS
characterized by variable loss of oligodendrogiells and axonal degeneration and manifests inohagical deficits. Symptoms may be m
such as numbness in the limbs, or severe, suchralygis or loss of vision. This inflammatory, destigating, autoimmune disease has ve
clinical presentations, ranging from relapses amissions (relapsing remitting MS, or RRMS) to slaecumulation of disability with
without relapses (secondary progressive MS, or SPMS8ere are approximately 450,000 MS patientbdlanth America and over 2,000,C
patients worldwide according to estimates from Naional MS Society. The portion of the MS patigapulation that can be classifiec
SPMS is estimated by various industry sources todbeeen 30-45% of the total MS patient population.

We believe that our product candidate, Tcelna, thas potential to fundamentally address the rootseaof MS by stopping tl
demyelination process and supporting the generatiarew myelin sheaths where demyelination has medu(remyelination). Tcelna is
autologous T-cell immunotherapy that is currentginiy developed for the treatment of SPMS and igifipally tailored to each patierst’
immune response profile to myelin. Tcelna is desijto reduce the number and/or functional actigftgpecific subsets of myelin-reactive T-
cells (MRTCs) known to attack myelin. This techrgplavas originally licensed from Baylor College otlicine in 2001.

Tcelna is manufactured using our proprietary mettoodhe production of an autologousc@&H product, which comprises the collec!
of blood from the MS patient and the expansion &fT\Cs from the blood. Upon completion of the mantifeing process, an annual cours
therapy consisting of five doses is cryopreservitieach dosing time point, a single dose of Tcédn@rmulated and attenuated by irradia
before returning the final product to the clinisék for subcutaneous administration to the patient

Tcelna has received Fast Track designation fromRbB& in SPMS, and we believe it is positioned apatential first-tomarke
personalized T-cell therapy for MS patients. TheAF®DFast Track program is designed to facilitateddyeelopment and expedite the revie
drug candidates intended to treat serious or fifegtening conditions and that demonstrate thenfiat¢éo address unmet medical needs.

Opexa was incorporated in Texas in March 1991. @incipal executive offices are located at 2635Hredogy Forest Blvd., Tt
Woodlands, Texas 77381, and our telephone nursk{@sil) 775-0600.

Multiple Sclerosis—Background

MS is a disease that is more common in females itirgles (2:1) between the ages of 20 and 40, wjtbak onset of approximately
years of age. MS frequently causes impairment dbmaensory, coordination and balance, visual/@rmbgnitive functions, as well as urin
(bladder) or bowel dysfunction and symptoms ofgfiaéi. The identified autoimmune mechanisms direatedyelin tissue of the CNS may p
an important role in the pathogenesis of MS. Epidéagic studies suggest that a variety of genétienunologic, and environmental fact
including viral infections may play a role in defig the etiology and in triggering the onset anaigpession of MS.

At the onset of MS, approximately 85% of MS patiehtive RRMS. Without disease-modifying medicatmmehalf of these RRM
patients will develop steadily progressive dise&@MS, within 10 years, increasing to 90% withiny2ars of MS diagnosis. The MS d
market was approximately $13 billion in 2012 anébigcasted to reach as much as $16 billion by 2015

MS remains a challenging autoimmune disease ta tbeaause the pathophysiologic mechanisms are sgiveand the chron
unpredictable course of the disease makes it diffim determine whether the favorable effects lodrsterm treatment will be sustain
Therapies that are easy to use and can safelymirexrstop the progression of disease represenjré@est unmet need in MS.

In recent years, the understanding of MS pathogehes evolved to comprise an initial, T-celediated inflammatory activity follow:
by selective demyelination (erosion of the myelaating of the nerve fibers) and then neurodegeioeral he discovery of diseaselevan
immune responses has accelerated the developm&rgeted therapeutic products for the treatmenh@fearly stages of MS. Some subijt
who have the appropriate genetic background, hasreased susceptibility for the vivo activation and expansion of MRTCs. These MR
may remain dormant, but at some point they arevaietil in the periphery, thus enabling them to ctbesbloodbrain barrier and infiltrate tl
healthy tissue of the brain and spinal cord. Trezade of pathogenic events leads to demyelinafipnotrusions from nerve cells called axc
which causes nerve impulse transmissions to diffuteethe tissue resulting in disability to the iwidual.




Tcelna for MS

We believe that Tcelna works selectively on the MIRTby harnessing the bodyhatural immune defense system and feec
mechanisms to deplete thesecdlls and induce favorable immune regulatory respsnby rebalancing the immune system. Tcelna
personalized immunotherapy that is specificallyotaid to each patient’s disease profile. Tcelnaanufactured by using ImmPath, our
proprietary method for the production of a patispecific Tcell immunotherapy which encompasses the colleatibblood from the M.
patient, isolation of peripheral blood mononucleells, generation of an autologous pool of MRTCisa@ against selected peptides f
myelin basic protein (MBP), myelin oligodendrocyéycoprotein (MOG) and proteolipid protein (PLP)panding these MRTCs to
therapeutic dosex-vivo, and attenuating them with gamma irradiation tevpnt DNA replication and thereby cellular prolégon. Thes
attenuated MRTCs are then injected subcutaneontslthie body in therapeutic dosages. The body rézeg specific Teell receptor moleculi
of these MRTCs as immunogenic and initiates an imem@sponse reaction against them, resulting imépéetion and/or immunosuppress
of circulating MRTCs carrying the peptide-specifiecell receptor molecules. In addition, we belighat T-cell activation molecules on t
surface of the activated MRTCs promote anti-inflaaony responses. We believe that because the thesgs an individuad’ own cells, th
only direct identifiable side effect observed tlfasis injection site reactions which typically arénor and generally clear within 24 hours.

Tcelna Clinical Development Program

Tcelna is a novel Tell immunotherapy in Phase llb clinical developtrfen the treatment of patients with SPMS. It iscapositioned 1
enter Phase IlI clinical development for the treatinof patients with RRMS, subject to the avail@pibf sufficient resources or a strate
partnering commitment.

The Tcelna clinical development program spans studonducted by Baylor College of Medicine and Ipgxa.
Summary of Phase | Dose Escalation Study in !

A Phase 1 dose escalation study completed in 2086 a@nducted in patients with both RRMS and SPM$ whre intolerant ¢
unresponsive to current approved therapies for Mi®.openlabel, dose escalation study evaluated safety Bmdat benefit by administering
primary series of four treatments at one of thresedlevels administered at baseline and weeksa$hd812. Results of the efficacy analy
provide some evidence of the effectiveness of Tcainthe treatment of MS. Data from the Phasaidysevaluating the Expanded Disabi
Status Scale (EDSS) showed improvements in sonjectsilin comparison to baseline for weeks 20 and 28

Subjects showed statistically significant improvetia overall reduction of MRTC counts over baselat all visits through week 52
subjects receiving 3@5 million cells per dose, as assessed by total ®Rdunt percentage changes. These data indicat&¢bka treatme
causes a depletion or immunomodulation of theds,amlost obvious at time points closer to the itiggrs. These findings were publishet
Clinical Immunology (2009) 131, 202-215.

Overall, results of the safety analyses indicast treatment with Tcelna is welberated. Reported adverse events were mostly or
moderate in intensity. Mild injection site reactsowere observed but all resolved rapidly withoaatment. In conclusion, data from this si
suggest that Tcelna is safe for the treatment of MS

Summary of Phase I/lIA Clinical Trial Data in MS

The second clinical study performed by Opexa wagpamiabel extension study completed in 2007 to tretiepts who were previous
treated with Teell immunotherapy but who saw a rebound in MRT@viyg. The purpose of this extension study wasdatinue evaluating tl
efficacy, safety and tolerability of Tcelna in matis with RRMS and SPMS with repeated administnadioT celna. Results of the study pro\
evidence of the effectiveness of Tcelna in thettneat of MS with repeated dosing. Improvements flmameline at both week 28 and wee
of the extension study were observed for the fraqueof MS exacerbations, or annualized relapse (ARR). Evaluation of the Multip
Sclerosis Impact Scale (MSE®) component scores suggests a trend for Tcekraph in the improvement of physical and psychaal
parameters assessed by the M38S-The EDSS score analysis revealed an upwardl tfen the percentage of subjects that repc
improvement and sustained improvement over basafireeresult of Tcelna treatment.

Subjects showed statistically significant improvemever baseline in the MRTC counts for each timafpthrough month nine of t
extension study. These results indicate that Tdeésment results in a statistically significampact on these cells.

Overall, results of the safety analyses indicate tpeated treatment with Tcelna is welkrated. Reported adverse events (AEs)
mostly mild or moderate in intensity. Mild injecticite reactions were observed but all resolve@iapvithout treatment. Furthermore, res
from this study suggest that repeated dosing ofrigdeas a substantive effect in reduction of ARRubjects with MS and was well-tolerated.




Summary of TERMS Phase IIb Clinical Trial Data in RMS

Tovaxin for Early Relapsing Multiple Sclero§IBERMS) was a Phase lIb clinical study of Tceln&®RMS patients completed in 20
Although the study did not show statistical sigrafice in its primary endpoint (the cumulative numdfegadoliniumenhanced brain lesic
using magnetic resonance imaging (MRI) scans sumahe@rious points in the study), the study showeshpelling evidence of efficacy
various clinical and other MRI endpoints.

The TERMS study was a multi-center, randomized,btioblind, placebaontrolled trial in 150 patients with RRMS or higisk
Clinically Isolated Syndrome. The inclusion critefor TERMS was an EDSS score of 0 to 5.5. Patieateived a total of five subcutane
injections at weeks 0, 4, 8, 12 and 24. Key resultm the TERMS trial included:

e In the modified intent to treat patient populatmonsisting of all patients who received at least dose of study product and ha
least one MRI scan at week 28 or later (n=142),AR®R for Tcelna-treated patients was 0.214 as coetpto 0.339 for placebo-
treated patients, which represented a 37% dechedseR for Tcelna as compared to placebo in theegamopulation

e In a prospective group of patients with more actiisease (ARR>1, n=50), Tcelna demonstrated a 5&d4action in ARR &
compared to placebo, an 88% reduction in wholenbediophy and a statistically significant improvermén disability (EDSS
compared to placebo (p<0.045) at week 52 durin@#-week period following the administration of thelfaburse of treatment; ar

e In a retrospective analysis in patients naive &vipus disease modifying treatment, the resultsveldothat patients, when trea
with Tcelna, had a 56% to 73% reduction in ARR usrglacebo for the various subsets and p valuggedaftom 0.009 to 0.0!

We remain committed to further advancing Tceln®RMS at a later date assuming the availabilityufficient resources or a strate
partnering commitment. For Opexa, however, SPM&higrea which we believe represents a higher unredical needDepending upon tt
outcome of further feasibility analysis, thec&l platform may have applications in developmeaatments for other autoimmune disor:
such as rheumatoid arthritis, Type 1 diabetes, @pthan indications such as myasthenia gravis. Tireapy focus of Opexa remains
development of Tclena in SPMS.

SPMS Overview and Tcelna Mechanism of Action

SPMS is characterized by a steady accrual of irsiivie disability, despite, in some cases, relapsbswed by remissions or clinic
plateaus. Older age at onset of MS diagnosisesstiongest predictor of conversion to SPMS. Mal@ge a shorter time to conversiot
SPMS compared with females. Available immunomodiudaind immunosuppressive therapies used for RREM® mot been effective
SPMS. In clinical trials, these therapies have destrated antinflammatory properties as measured by the redadgtiolumber and volume
contrastenhancing or acutely inflammatory CNS lesions noashmonly seen in patients with RRMS. The typicaMSPpatient, however, h
little or no radiographic evidence of acute inflaatian. It is commonly observed that contragtiancing CNS lesions are uncommon ar
these patients, despite a clearly deterioratingailegic course.

The lack of effect of conventional MS therapeuiitsSPMS suggests that the cerebral deteriorati@macierizing progressive dise
may be driven by factors other than acute inflanionat~or instance, the immunopathology of SPMS @erconsistent with a transition t
chronic Teell dependent inflammatory type, which may encosspidie innate immune response and persistent @ativaf microglia cells
Meningeal follicles close to cortical gray mattesibns suggests that adaptive immune responsdsimyantibody and complement contrib
to progression in SPMS. Furthermore, chronic MRTi@y be contributing to the development of both tarend adaptive immune respor
persisting in the CNS.

Radiographic features that stand out among patieitiisSPMS include significantly more atrophy ohgrmatter compared with RRI
patients. Of note, lonterm disability in MS in general appears more dipseorrelated to gray matter atrophy than to whibatte
inflammation. Such atrophy may be suggestive ofjpssive clinical disability. Both clinically anddiographically, SPMS represents a dis
process with certain features distinct from thosRRMS, and one with extremely limited treatmentiaps.

Tcelna immunotherapy in SPMS may reduce the driwdr¢his chronic disease by down-regulating angielin immunity throug
priming regulatory responses that may act in th@ppery as well as within the CNS. We believe that clinical results show therapel
subcutaneous dosing of 30-45 million cells of Teektimulates host reactivity to the ovepresented MRTCs and, as a consequer
dominant negative regulatory T-cell response isiged leading to down-regulation of similar endogendisease-causing MRTCs.

We believe that Tcelna has the potential to inducep-regulation of regulatory cells, such as Faxpfeg cells and ILt0 secreting Tr
cells, which may effect a reduction in inflammatiand provide neuroprotection should they gain etdrthe CNS. Data from our TER}
study showed statistically significant changes fitomseline (p=0.02) in Foxp3+ Treg cells for thesmilof Tcelna patients who had ARRL>
The placebo arm for this subset was not statisfichiferent from its baseline levels. Three SPM&i@nts from prior clinical studies, whe
blood samples were analyzed to measure Trl ceadis fortreatment and post treatment, showed areass in the levels of Trl cells from non
detectable levels to the range of healthy donom$esn These three patients who had relapses ipréeeding 1224 month period remain
relapse free during the 52-week assessment penibdlao showed a 57% to 67% reduction in MRTCs.




Current Treatment Options for SPMS

Only one product, mitoxantrone, is currently apmayor the indication of SPMS in the US. Howevénce 2005, this drug carrie:
black box warning, due to significant risks of d=ased systolic function, heart failure, and leukerihe American Academy of Neurology
issued a report indicating that these risks are énigher than suggested in the original reportitgatb the black box warning. Hence, a :
and effective treatment for SPMS remains a sigaificinmet medical need.

Tcelna Clinical Overview in SPMS

In multiple previously conducted clinical trialsrfthe treatment of patients with MS (which haverbeeighted significantly towa
patients with RRMS), Tcelna has demonstrated ortkeofafest side effect profiles for any marketedevelopmenstage MS therapy, as w
as encouraging efficacy signals. A total of 144 ptsients have received Tcelna in previously coretli€pexa trials for RRMS and SP)
The therapy has been wédilerated in all subjects and has demonstrateckesllent overall safety profile. The most commatheseffect is mil
to moderate irritation at the site of injection,ieris typically resolved in 24 hours. Tcelna hagit administered to a total of 36 subjects
SPMS across three previous clinical studies.

In a pooled assessment of data from 36 SPMS psatiezdted in Phase | open label studies at theoB&gdllege of Medicine complet
in 1998 and in Opexaponsored studies completed in 2006 and 2007, zippately 80% of the 35 SPMS patients who complétenl years ¢
treatment showed disease stabilization as meabyr&dSS following two years of treatment with Taglmwith the other 20% showing sign:
progression. This compares to historical contathdvhich showed a progression rate of 40% in SPitints (as reported in ESIMS St
published in Hommes Lancet 2004). The 10 SPMS miatiem Opexa sponsored studies showed a substaadiattion in ARR at two yee
from 0.5 to an ARR less than 0.1. Only 1 out of Hifepatients experienced one episode of relapsagitite two years of assessment.
same cohort showed no worsening of physical orhpsiggical condition (key quality of life indicatoess measured by the MS Impact Sc
after two years of treatment with Tcelna. Additibyathere were no reported serious adverse eSAEs) in any of the patients. Basec
preliminary data suggesting stabilized or improgshbility among SPMS subjects receiving Tcelna,bsbeve that further development
this product candidate in SPMS is warranted.

Abili-T Trial: Phase lIb Clinical Study in Patients with SPMS

In September 2012, we announced the initiationBhase Ilb clinical trial of Tcelna in patients wBPMS. The trial is entitled: A Phas
Double-Blind, Placebo Controlled Mulenter Study to Evaluate the Efficacy and Safety@dlna in Subjects with Secondary Progres
Multiple Sclerosis and has been named the “Abilitfial. The Abili-T trial is a double-blind, 1:1 mdomized, placeboentrolled study i
SPMS patients who demonstrate evidence of diseagggssion with or without associated relapses.tliakis expected to enroll 180 patie
who have Expanded Disability Status Scale (EDS8)escbetween 3.0 and 6.0 at approximately 35 lgadiimical sites in the U.S. a
Canada. According to the study protocol, patievilisreceive two annual courses of Tcelna treatmoemisisting of five subcutaneous injecti
per year at weeks 0, 4, 8, 12 and 24.

The primary efficacy endpoint of the trial is therpentage of brain volume change (whole brain ayppt 24 months. Study investigal
will also measure several important secondary engsocommonly associated with MS including sustattisdase progression as measure
EDSS, changes in EDSS, time to sustained progress$iBR, change in Multiple Sclerosis Functional Qmsite (MSFC) assessment
disability and change in Symbol Digit Modality TeBtata on certain exploratory endpoints such adityuaf life metrics as measured by
Multiple Sclerosis Quality of Life Inventory (MSQ),IMRI measures and immune monitoring metrics ¢ése being collected.

As part of the AbiliT trial, we are undertaking a comprehensive immonaaitoring program for all patients enrolled in tsedy. Th
goals of this program are to further understandbibtogy behind the mechanism of action for Tcedna to possibly identify novel biomark
that are dominant in the pathophysiology of SPM8epés. The program encompasses an analysis obuspro-inflammatory and anti-
inflammatory biomarkers and biomarker data is bejathered during the course of the trial on a liththasis. We believe that directic
movement of certain biomarkers, when corroboratétl final clinical trial data, may be indicative oésponders and disease stabilizatic
progression.

A scheduled Data Safety Monitoring Board meetingktplace during the week of October 21, 2013, anecammendation was made
continue the study. As of February 27, 2014 theliAbiclinical trial has randomized over 80% of the exted total number of patients. -
Abili-T clinical study is expected to complete elimeent of 180 patients in the second quarter ofL@tith the resulting tofine data expecte
to be available in mid-2016.




Our existing resources are not adequate to persnib complete such study. In January and Februdig,2we raised gross proceed
approximately $0.7 million through the aggregatkesaf 292,618 shares of our common stock througth bur Lincoln Park $1.5 millic
Purchase Agreement and our at-tharket (ATM) facility. The net proceeds from suales of our common stock were approximately
million, after deducting costs and commissions-ébruary 2013, we raised gross proceeds of $3.Riomthrough a registered direct offer
of 1,083,334 shares of our common stock. The netgads from such offering were approximately $3illian, after deducting offerin
expenses. In February 2013, we entered into aro@ptid License Agreement with Merck pursuant toctvlwve granted the Option to Mercl
consideration for an upfront payment of $5 millidn. August and September 2013, we raised grossepdscof $19.35 million through
underwritten offering of 12.9 million shares of @mommon stock. The net proceeds from such offesiage approximately $17.4 million, af
deducting underwriting discounts and commissiort @ffering expenses. In December 2013, we raisedsgoroceeds of $8.1 million throt
an underwritten offering of 4,738,000 shares of ammmon stock. The net proceeds from such offesiage approximately $7.3 million, af
deducting underwriting discounts and commissionsafering expenses.

We will need to secure significant additional reses to complete the Abili-trial and support our operations during the pexgieof the
trial. We believe that with the proceeds from thpsblic offerings and sales of our common stockyal as the conversion into common st
during February and September 2013 of the remaidirig 2012 convertible secured promissory noteariraggregate principal amount
$4.085 million originally payable on July 25, 20ide have sufficient liquidity to support our curtefinical activities for the AbiliT trial anc
general operations to sustain the Company and sugpoh trial into the fourth quarter of 2015. Anther costs, however, such as c
associated with pursuing additional disease initinatfor our Teell technology or other research or developmeagimms, would of cour
shorten this period. Given our need for substhmtimounts of capital to continue the Ablliclinical study and potentially other clinir
programs, we intend to continue to explore potéopaortunities and alternatives to obtain the gigant additional resources, including ont
more additional financings, that will be necessargomplete the AbiliF study and to support our operations and potéytidher research a
development programs during the pendency of suallystThere can be no assurance that any suchcfimgmor potential opportunities ¢
alternatives can be consummated on acceptable,tératsll.

Option and License Agreement with Merck Serono

On February 4, 2013, we entered into an Optionlacense Agreement with Merck. Pursuant to the aigent, Merck has an option (
“Option”) to acquire an exclusive, worldwide (excluding Jgpaense of our Tcelna program for the treatmeni&. The Option may
exercised by Merck prior to or upon completion afr @wngoing AbiliT trial of Tcelna in patients with SPMS. Under ttegms of th
agreement, we received an upfront payment of $8omifor granting the Option. If the Option is exised, Merck would pay us an upfr
license fee of $25 million unless Merck is unaldetvance directly into a Phase Ill clinical tradlTcelna for SPMS without a further Phas
clinical trial (as determined by Merck), in whichkent the upfront license fee would be $15 milligifiter exercising the Option, Merck wot
be solely responsible for funding development, f&guy and commercialization activities for TcelmMS, although we would retain
option to cofund certain development in exchange for increasgdlty rates. We would also retain rights to heein Japan, certain rights w
respect to the manufacture of Tcelna, and rightsseofor other indications outside of MS.

Based upon the achievement of development milestopeéMerck for Tcelna in SPMS, we would be eligitdeeceive ond¢ime mileston
payments totaling up to $70 million as follows: ifijlestone payments aggregating $35 million if Tieels submitted for regulatory apprc
and commercialized in the United States; (ii) nideg payments aggregating $30 million if Tcelnaigbmitted for regulatory approval
Europe and commercialized in at least three majantries in Europe; and (iii) a milestone paymefir$® million if Tcelna is commercializt
in certain markets outside of the United StatesEmape. If Merck elects to develop and commerméglicelna in RRMS, we would be eligi
to receive milestone payments aggregating up ton$ilidn based upon the achievement by Merck ofowes development, regulatory and 1
commercial sale milestones.

If Tcelna receives regulatory approval and is comumaézed by Merck, we would be eligible to receik@yalties pursuant to a tiel
structure at rates ranging from 8% to 15% of anmglsales, with stepps over such range occurring when annual net sxlesed $5C
million, $1 billion and $2 billion. Any royalties euld be subject to offset or reduction in varioiteaions, including if third party rights ¢
required or if patent protection is not availaliieah applicable jurisdiction. We would also be mesgible for royalty obligations to certain tr
parties, such as Baylor College of Medicine froniclihwe originally licensed related technology.wié were to exercise an option to ftmd
certain of Merck$ development, the royalty rates payable by Mercoldld/be increased to rates ranging from 10% to ll&%ddition to royalt
payments, we would be eligible to receive ¢dinge commercial milestones totaling up to $85 il with $55 million of such mileston
achievable at annual net sales targets in exce®s lolion.

Other Opportunities

Our proprietary Teell technology has enabled us to develop intellgbroperty and a comprehensive sample databasentty enab
discovery of novel biomarkers associated with MIpending upon the outcome of further feasibilitalgsis, the Teell platform may hay
applications in developing treatments for othepaminune disorders such as rheumatoid arthritiseTyiabetes, and orphan indications :
as myasthenia gravis. While the primary focus oéXapremains the development of Tcelna in SPMS,r@@lso investigating the expansiol
the T-cell platform into other autoimmune diseaaesvell as potential in-licensing.

We have developed (and, in part, licensed fronlthwersity of Chicago) a proprietary adult steml tethnology to produce monocyte-
derived stem cells (MDSC) from blood. These MDS@ ba derived from a patiestmonocytes, expanded ex vivo, and then adminastie
the same patient. Our initial focus for this tedogy is the further development of this monocgigrived stem cell technology as a platforrn
the in vitro generation of highly specialized cells for potenéipplication in autologous cell therapy for patgemwith diabetes mellitus. T
diabetes program remains in an early (pre-clinidaf)elopment stage.






Tcelna Manufacturing

We manufacture Tcelna in our own current Good Mactufing Practice (cGMP) facility. Tcelna is a maralized autologot
immunotherapy that is not only manufactured forrguedividual subject but also is tailored to matsdch subjecs evolving disease profile
defined by T-cell profiling against myelin antigetis preparing Tcelna, the subject is prreened with our proprietary Epitope Profiling &y
(EPA) for immunodominant anti-myelin @ell responses against specific peptides by asggyémipheral blood mononuclear cell (PBN
reactivity against 109 peptides tested in poolsixfderived from MBP, MOG and PLP. The EPA takepragimately 14 days to conduct ¢
report data. The MRTC lines to each pool are expdrtd therapeutic levels, mixed and cryopreserved time for final formulation. Th
manufacturing and quality control process spansaqupately 35 days. Prior to injection, the MRT&® thawed, formulated and attenu
(by irradiation) to render them unable to replidaite viable for therapy. These attenuatecells are administered in a defined schedule &
subcutaneous injections. Patients will be treatitd anew, personalized treatment series (five st#meous injections) each year based on
altered disease profile, or epitope shift, and rivenanufacture of a new Tcelna product representiegemerging immunodominant cell
response to myelin.

If Merck exercises its Option to acquire an exalasiworldwide license for our Tcelna program faog theatment of MS, we retain cert
rights with respect to the manufacture of Tcelna.

Personalized Therapy

The clinical symptoms of MS are the result of aminme attack against the myelin sheaths that irsulatves in the brain and spi
cord that constitute the CNS. A subset of whitéscealled Teells, is the primary orchestrator of this immunifgelna is an immunothera
representing an enriched source of the pasemt/n MRTCs that are used to invoke a protectigpaase to limit further damage to the my
sheaths within the patient’s CNS. Immunity to niyeh terms of the specificity of Tells for myelin proteins varies between individu
Therefore, Tcelna is further personalized by sdrepthe immune response, and detecting those peothat are preferentially targeted by T
cells on a per patient basis. This is achievedguprotein fragments, called peptides, from thed¢hmajor myelin proteins (MOG, MBP ¢
PLP) as targets to finely map immunity to myelinlichited number of peptides are chosen to which imity appears greatest, and the Tc
product is manufactured against these peptidess,Thicelna is not only manufactured for each patibat it is also tailored against e
patient’s personalized T-cell immune response telmy In preparing Tcelna for a patient, the pattgpecific MRTCs are expanded fror
unit of whole blood using the selected myelin pagdiin the presence of growth factors.

Tcelna Safety and Tolerability

We believe that Tcelna treatment selectively targeépletes and/or down-regulates the pathogewiellTpopulation. It is not a gene
immune suppressant and, accordingly, it is not@atexd with the serious side effects seen by tiWwSdreatments that function by systemic
suppressing the immune system. In clinical tri@isducted to date, there have been no SAEs asabeidtte Tcelna treatment. We believe
this favorable safety profile may be an importagtantage as patient compliance represents a significhallenge due to serious side eff
associated with various MS treatments currentlylabk and in development.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our temlogies is critical to the development of our besis. We will continue to protect
intellectual property through patents and otherappate means. We rely upon traskecret protection for certain confidential and pietary
information and take active measures to controksgdo that information. We currently have miiselosure agreements with all of
employees, consultants, vendors, advisory boardbeesrand contract research organizations.

The initial Tcell technology on which Tcelna is based was oaliyndiscovered by researchers at Baylor CollegeVieicine ir
Houston, Texas. Baylor granted Opexa an exclusieeldwide right and license to commercially explitch technology, which includes rig
to issued patents and pending patent applicatismed by Baylor. Opexa has since expanded the dewelnt of technology related to Tce
and Teell technology and has filed patent applicatiorith wespect thereto, from which several patentehasued (including with respect
the specificity and veracity of antigens that hde=n discovered). There is also substantial prapyiknowhow surrounding the Tcel
development and manufacturing processes that ren@ainade secret. Consequently, we consider barnageentry, relative to Tcelna for 1
treatment of MS, to be high.

Our patent portfolio tracks our scientific develagm programs in autoimmune disease treatments, amtinitial focus on MS. W
believe that our scientific platform is adaptabtethat any Teell dependent autoimmune disease with known dpeaiitigens, such
rheumatoid arthritis, may be a candidate for tresimand we believe that our patent strategy idileaxtendable to address these additi
indications.




Competition

The development of therapeutic agents for humaeadis is intensely competitive. Major pharmaceuticethpanies currently offer
number of pharmaceutical products to treat MS ahérodiseases for which our technologies may bdicgiple. Many pharmaceutical
biotechnology companies are investigating new draigd therapeutic approaches for the same purpadesh may achieve new effica
profiles, extend the therapeutic window for sucbdurcts, alter the prognosis of these diseasesremept their onset. We believe that
products, when and if successfully developed, @dlhpete with these products principally on the dagimproved and extended efficacy
safety and their overall economic benefit to thaltiecare system. We expect competition to incredée believe that our most signific
competitors will be fully integrated pharmaceuticampanies and more established biotechnology coiepaSmaller companies may alst
significant competitors, particularly through cbitaative arrangements with large pharmaceuticddiotechnology companies. Some of
primary competitors in the current treatment of] anthe development of treatments for, MS inclBilegen-ldec, Elan, Merclserono (whic
is an affiliate of the entity that holds the Oplioheva, Bayer/Schering AG and Novartis.

Sales and Marketing

If Merck exercises its Option to acquire an exalasiworldwide license for our Tcelna program foe theatment of MS and pays us
upfront license fee, Merck would be solely respblesifor funding future commercialization activitiésr Tcelna in MS, although we wot
retain an option to céund certain development in exchange for increasgdlty rates. We would also retain rights to hieein Japan, certe
rights with respect to the manufacture of Tcelmal aghts outside of MS. We would consider paiitmgivith large biotech and pharmaceut
companies, if and when applicable, to assist witltketing and sales of an MScE!l therapy in Japan as well as to assist withketarg ant
sales in indications beyond MS.

If Merck does not exercise its Option, we may cleots partner with large biotech or other pharmacalitompanies for sales &
marketing, if and when applicable, or alternativavelop our own sales force to market our MS telapy products in the U.S. Given
concentration of MS treatment among a relativelglsmumber of specialized neurologists in the Uvi believe that a modest size sales 1
would be sufficient to market an MS product in thé.

Government Regulation

Our research and development activities and thedunanufacturing and marketing of our potentialdpicts are, and will be, subjec
regulation for safety and efficacy by a number @fgrnmental authorities in the U.S. and other coest

In the U.S., pharmaceuticals, biologicals and maddievices are subject to FDA regulation. The Faldéood, Drug and Cosmetic A
as amended, and the Public Health Service Actpended, the regulations promulgated thereunderottmet federal and state statutes
regulations govern, among other things, the testinguman subjects, manufacture, safety, effictayeling, storage, export, record keep
approval, marketing, advertising and promotion of potential products. Product development and agbrwithin this regulatory framewa
take a number of years and involve significant utadety combined with the expenditure of substdmiaources.

FDA Approval Process

We will need to obtain FDA approval of any therageproduct we plan to market and sell. The FDA wiily grant marketing appro\
if it determines that a product is both safe arfdative. The testing and approval process will rexjgubstantial time, effort and expense.
steps required before our products may be marketék U.S. include:

Preclinical Laboratory and Animal TestBreclinical tests include laboratory evaluatiortted product candidate and animal studie
specific disease models to assess the potentiatysahd efficacy of the product candidate as wesllttee quality and consistency of
manufacturing process.

Submission to the FDA of an Investigational New@Application, or IND, Which Must Become EffectBefore U.S. Human Clinic
Trials May Commence The results of the preclinical tests are submiitte the FDA, and the IND becomes effective 30 dajlewing its
receipt by the FDA, as long as there are no quasti@quests for delay or objections from the FDi#e sponsor of an IND must keep the F
informed during the duration of clinical studiesahgh required amendments and reports, includingrae event reports.

Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Prodiemididate Clinical trials, whicl
test the safety and efficacy of the product cartdida humans, are conducted in accordance withopotd that detail th@bjectives of th
studies, the parameters to be used to monitorysafed the efficacy criteria to be evaluated. Angdurct candidate administered in a |
clinical trial must be manufactured in accordanith wGMP.

The protocol for each clinical study must be appbby an independent Institutional Review BoardlRB, at the institution at whic
the study is conducted, and the informed consemllqfarticipants must be obtained. The IRB wilhsm@er, among other things, the exis
information on the product candidate, ethical fesstthe safety of human subjects, the potentiaéfisnof the therapy and the possible liab
of the institution.




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

e In Phase I, product candidates are typicallyoificed into healthy human subjects or into seleptignt populationsi(e., patient:
with a serious disease or condition under studgleuphysician supervision) to test for adversetreas, dosage tolerance, absorp
and distribution, metabolism, excretion and clihjgaarmacology.

e Phase Il involves studies in a limited populatidrpatients with the disease or condition under wtiad(i) determine the efficacy
the product candidates for specific targeted intthoa and populations, (ii) determine optimal dasamnd dosage tolerance
(iii) identify possible and common adverse effeatsl safety risks. (Phase Il may divided into Phéseand Phase Ilb studies
address these issues.) When a dose is chosencamtliglate product is found to have preliminary emite of effectiveness, anc
have an acceptable safety profile in Phase |l etimins, Phase Ill trials begin.

e Phase lll trials are undertaken to develop additisafety and efficacy information from an expangatient population, generally
multiple study sites. This information obtaineduised to develop a better understanding of the @sids benefits of the prodi
candidate and to determine appropriate labelingi$er

Based on clinical trial progress and results, tBeAFmay request changes or may require discontiruaicthe trials at any time
significant safety issues arise.

Submission to the FDA of Marketing Authorizationphgations and FDA Reviewlhe results of the preclinical studies and clir
studies are submitted to the FDA as part of mangedipproval authorization applications such as Beug Applications (NDAs) or Biologic
License Applications (BLAs). The FDA will evaluaseich applications for the demonstration of safety effectiveness. A BLA is required
biological products subject to licensure underRinblic Health Service Act and must show that thedpct is safe, pure and potent. In add
to preclinical and clinical data, the BLA must caintother elements such as manufacturing matestlbijlity data, samples and labeling. F
approval of a BLA is required prior to commercialesor shipment of a biologic. A BLA may only bepapved once the FDA examines
product and inspects the manufacturing establishtoesssure conformity to the BLA and all appli@bdgulations and standards for biolog

The time for approval may vary widely dependingtie specific product candidate and disease todagetd, and a number of facti
including the risk/benefit profile identified iniglcal trials, the availability of alternative tt@aents, and the severity of the disease. Addit
animal studies or clinical trials may be requestedng the FDA review period, which might add salngially to the review time.

The FDA’s marketing approval for a product is limited te tineatment of a specific disease or conditionpactfied populations
certain clinical circumstances, as described oraigroved labeling. The approved use is known @Sitidication.” After the FDA approves
product for the initial indication, further clinicirials may be required to gain approval for tlse wf the product for additional indications.
FDA may also require postrarketing testing (Phase IV studies) and surveittaio monitor for adverse effects, which could imecsignifican
expense. The FDA may also elect to grant only dardil approval.

Ongoing Compliance Requirements
Even after product approval, there are a numbengbing FDA regulatory requirements, including:

e Registration and listing;

Regulatory submissions relating to changes iN@A or BLA (such as the manufacturing process belang) and annual reports;

Adverse event reporting;

Compliance with advertising and promotion resiitcs that relate to drugs and biologics; and

Compliance with GMP and biological product standdasubject to FDA inspection of facilities to elehine compliance).
Other Regulations

In addition to safety regulations enforced by th®AFwe are also subject to regulations under theupational Safety and Health 2
the Environmental Protection Act, the Toxic SubstControl Act and other present and potentialréuforeign, federal, state and Ic
regulations. For instance, product manufacturirigl#ishments located in certain states also magubgct to separate regulatory and licer
requirements.




Outside the U.S., we will be subject to regulatitms govern the import of drug products from th& Wr other manufacturing sites .
foreign regulatory requirements governing humanicdil trials and marketing approval for productse Tequirements governing the condu
clinical trials, product licensing, pricing andm&ursements vary widely from country to country.

Research and Development

Research and development expenses for the yead &ammber 31, 2013 were approximately $9.2 millioainly reflecting the cos
of the operation of the Abili- clinical trial for Tcelna in patients with SPM&Research and development expenses for the yead &wtemb:y
31, 2012 were approximately $6.3 million, mainlyleeting the costs of preparation, initiation angemation of the Abilif clinical trial for
Tcelna.

Organizational History

We are a developmestage company and have a limited operating his®©uy. predecessor company for financial reportingppse
was formed on January 22, 2003 to acquire righsmitadult stem cell technology. In November 2004 aequired Opexa Pharmaceuticals,
and its MS treatment technology. Currently, we rienfiacused on developing ourdell technology for MS. To date, we have not getseran
commercial revenues from operations. As we contittuexecute our business plan, we expect our dpwedat and operating expense
increase.

Employees

As of February 24, 2014, we had 38 fiifhe employees. We believe that our relations witlh employees are good. None of
employees is represented by a union or covereddmjlective bargaining agreement.

Available Information

We are subject to the information and reportingunegnents of the Securities Exchange Act of 1934he Exchange Act, under wh
we file periodic reports, proxy and informationtstaents and other information with the United $t&ecurities and Exchange Commissio
SEC. Copies of the reports, proxy statements alner abformation may be examined without chargénatRublic Reference Room of the S
100 F Street, N.E., Room 1580, Washington, D.C4820%r on the Internet at http://www.sec.gdRopies of all or a portion of such matet
can be obtained from the Public Reference Roomh®fSEC upon payment of prescribed fees. PleasahealBEC at 1-800-SEQ330 fo
further information about the Public Reference Room

Financial and other information about Opexa is laté on our website Www.opexatherapeutics.con). Information on our website
not incorporated by reference into this report. kivake available on our website, free of charge, eopif our annual report on Form KO-
quarterly reports on Form 10-Q, current report$-orm 8-K, and amendments to those reports filefdimished pursuant to Section 13(a) or 1
(d) of the Exchange Act as soon as reasonablyipasade after filing such material electronically aherwise furnishing it to the SEC. Coy
are available in print to any Opexa shareholdernupmuest in writing to Attention: Investor Relatsy Opexa Therapeutics, Inc., 2
Technology Forest Blvd., The Woodlands, TX 77381.
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ltem 1A. Risk Factors.

Investing in our common stock involves a high degrferisk. You should consider the following fisktors, as well as other informati
contained or incorporated by reference in this nepbefore deciding to invest in our common sto€ke following factors affect our busine
our intellectual property, the industry in which wperate and our securities. The risks and undetitss described below are not the only ¢
we face. Additional risks and uncertainties nadgantly known or which we currently consider immakenay also have an adverse effec
our business. If any of the matters discussetiérfallowing risk factors were to occur, our busisgfinancial condition, results of operatic
cash flows or prospects could be materially advgraffected, the market price of our common stamkct decline and you could lose all
part of your investment in our securitit

Risks Related to Our Business

We will be required to raise significant additionabpital and our ability to obtain funding is uncéain. If sufficient capital is not available,
we may not be able to continue our operations asgwsed (including any clinical trial initiated or mgoing), which may require us to modi
our business plan, curtail various aspects of oyparations, cease operations or seek relief undeplagable bankruptcy laws.

As of December 31, 2013, we had cash and cash aquote of $23,644,542. During 2012, we closedigafe offering in July 201
consisting of convertible secured notes and wasrempurchase common stock which generated appeatein$4.1 million in gross procee
These convertible secured notes were convertedepity during 2013 and an aggregate of 2,002,926es of common stock were isst
From November 2012 through January 2013, we solalygnegate of 390,000 shares of our common stotktmIn Park for gross proceeds
$523,709 pursuant to our $1.5 million purchase ement with Lincoln Park. We closed a private offgrof unsecured convertible promiss
notes and warrants to purchase common stock inadar2013 which generated $650,000 in gross procedgdsn receipt of the upfro
payment from Merck in February 2013, we repaid $880 principal amount plus accrued interest ofXaeuary 2013 notes and convertec
remaining $100,000 principal amount into sharesashmon stock pursuant to the invessoglection to convert into equity. In February 2
we sold an aggregate of 167,618 shares of our canstock pursuant to a sales agreement executeémrr8Sber 6, 2012 with Brinson Pati
Securities Corporation acting as sales agent wmléat-the-marketprogram, for gross proceeds of $536,417. On Fepda2013, we enter
into an Option and License Agreement with Merckspant to which we granted the Option to Merck tquare an exclusive, worldwic
(excluding Japan) license to our Tcelna progranttfertreatment of MS in consideration for an upfnoslyment of $5 million. On February
2013, we closed an offering of 1,083,334 sharesoofmon stock and warrants to purchase 541,668 sba@mmon stock for gross proce
of $3.25 million, or net proceeds of approximat®B.0 million after deducting commissions and offgrexpenses. On August 13, 2013
closed an offering of 12 million shares of comméock for gross proceeds of $18 million, or net s of approximately $16.2 million a
deducting underwriting discounts and commissiorts @&fering expenses, and we granted the underwrée€d0eay option to purchase up to
additional 1.8 million shares of common stock toserooverallotments. During September 2013, the underwritdfrghe August 201
underwritten public offering exercised the oadiostment option granted to them which resultedhi@ issuance of an additional 900,000 st
of common stock for gross proceeds of $1.35 millimnnet proceeds of approximately $1.2 millioreafieducting underwriting discounts
commissions and offering expenses. On DecembeR@B3, we closed an offering of 4,738,000 sharesonimon stock including the fi
exercise of the oveatHotment option granted to the underwriters, rajsgross proceeds of approximately $8.1 millionnet proceeds
approximately $7.3 million after deducting the unvdeting discounts and commission and offering enges.

Our operating cash burn rate, excluding costs &sacwith financing activities during 2013, waspeagximately $1.0 million pe
month. Significant activities in the conduct o&tAbili-T clinical trial are expected to result in subsi@nincreases in our monthly operat
cash burn during 2014. The Abiliclinical study is expected to complete enrollmehii80 patients in the second quarter of 2014k wit
resulting top-line data expected to be availablmid-2016. Our existing resources are not adedogtermit us to complete such study.

We will need to secure significant additional reses to complete the trial and support our opematiuring the pendency of the tr
We believe that with the proceeds from the pubfferings and sales of our common stock in 2013wek as the conversion into comrr
stock during February and September 2013 of theirgmg July 2012 convertible secured promissongsat an aggregate principal amour
$4.085 million originally payable on July 25, 20ide have sufficient liquidity to support our curtefinical activities for the AbiliT trial anc
general operations to sustain the Company and suppoh trial into the fourth quarter of 2015. Anther costs, however, such as c
associated with pursuing additional disease iniinatfor our Teell technology or other research or developmeagams, would of cour
shorten this period.

Given our need for substantial amounts of capitaldmplete the Abilif clinical study and potentially other clinical grams, we inter
to continue to explore potential opportunities afigrnatives to obtain the significant additionesaurces, including one or more additit
financing transactions, that will be necessary dmpglete the AbiliT study and to support our operations and potéyntather research a
development programs during the pendency of suallystThere can be no assurance that any suchcfimgmor potential opportunities ¢
alternatives can be consummated on acceptable,tdratsll. If we are unable to obtain additiofiahding for operations beyond the projet
runway, we will be forced to suspend or terminate ongoing clinical trial for Tcelna, which may réce us to modify our business pl
curtail various aspects of our operations, ceaseatipns or seek relief under applicable bankrufzess.
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Other than the $1.5 million purchase agreement thed$15.0 million purchase agreement we enterea with Lincoln Park o
November 5, 2012 and November 2, 2012, respectiezlgh of which is subject to certain limitatiomslaconditions, we have no source
debt or equity capital committed for funding and mvest rely upon best efforts thighrty debt or equity funding. We can provide nsuaanc
that we will be successful in any funding effofthe timing and degree of any future capital requenats will depend on many factc
including:

e our ability to establish, enforce and maintanatetgic arrangements for research, developmentcalitesting, manufacturing and
marketing;

e the accuracy of the assumptions underlying otimases for capital needs in 2013 and beyond akasédbr the clinical study of
Tcelna;

e scientific progress in our research and developmpeograms;

e the magnitude and scope of our research andaj@veint programs;

e our progress with preclinical development andicél trials;

e the time and costs involved in obtaining regulatpprovals;

e the costs involved in preparing, filing, proseegt maintaining, defending and enforcing pateatrok; and
e the number and type of product candidates thatwsug.

If we raise additional funds by issuing equity s@&@s (including pursuant to the $1.5 million phase agreement and the $15.0 mi
purchase agreement with Lincoln Park), shareholdeng experience substantial dilution. Debt finaggiif available, may involve restricti
covenants that may impede our ability to operatebaisiness. Any debt financing or additional egtiitat we raise may contain terms thai
not favorable to us or our shareholders. Thermiassurance that our capital raising efforts bellable to attract the capital needed to ex
on our business plan and sustain our operations.

If we are unable to obtain additional funding tgart our current clinical trial activities beyotite projected runway, we may not
able to continue or complete the Phase IIb clingtatly of Tcelna in SPMS or otherwise continue operations as proposed, which
require us to modify our business plan or curtaiious aspects of our operations. If we are untibfeaintain an adequate level of capite
may be necessary to cease operations or seek ualiefr applicable bankruptcy laws. In such eveat,shareholders may lose a portiol
even all of their investment.

We may experience delays in our clinical trial edirment, which could result in increased costs to.us

Once a clinical trial has begun, recruitment anbkment of subjects may be slower than we antigiptn addition, clinical trials m:
take longer than we anticipate if we are requitgdhelieve it is necessary, to enroll additionddjeats. Our ongoing AbilF clinical study i
expected to complete enroliment of 180 patientsdnond quarter of 2014, with resulting top-lineadakpected to be available in mid-
2016. Should enrollment timelines get delayed beyour current expectation, additional costs delyito be incurred due to the additic
operational expenses. Similarly, should additigailents be enrolled in the trial, the costs éely to increase.

We may make changes to discretionary R&D investnsethiat may have an impact on costs.

We are presently complementing the AHilielinical trial with an immune monitoring progranExpenses associated with the imrmr
monitoring program are incurred at our discretionl @re not required to satisfy any FD#andated criteria. Consequently, we may r
changes to the parameters that are being analgmddhese changes may result in either increasddaveased expenses for the study.

We may also incur discretionary expenses relatédehtise 111 development, manufacturing sagkéautomation and technology trans

research on additional indications and businessldpment activities. There is no assurance thatsach future expenses would be recov
by us.
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Funding from our purchase agreements with Lincolnalk and our ATM facility may be limited or be insfi€ient to fund our operations ¢
to implement our strategy.

Under our $1.5 million purchase agreement and @6t@million purchase agreement with Lincoln Pavlke, may direct Lincoln Park
purchase up to $16.5 million of shares of commoulstsubject to certain limitations and conditiooger a 30month period. From Novemt
2012 through January 2013, we sold an aggrega3®@pO00 shares to Lincoln Park pursuant to the #iilon purchase agreement, and
issued an aggregate of 56,507 initial commitmemtresh and 3,585 additional commitment shares in extion therewith. There can be
assurance that we will be able to receive any lasfahe additional funds from Lincoln Park becatise $1.5 million purchase agreement
the $15.0 million purchase agreement contain lioites, restrictions, requirements, events of défantl other provisions that could limit «
ability to cause Lincoln Park to buy common stoanf us, including that the closing price of ourcktés at least $1.00 and that Lincoln F
own no more than 4.99% of our common stock undedth5 million purchase agreement or no more th889% of our common stock unt
the $15.0 million purchase agreement, and the reogint to keep current the prospectus includedgopthe Form S registration stateme
relating to the $15.0 million purchase agreemerti¢tvis not current as of this date). In additiander the applicable rules of the NASD
Capital Market, if we seek to issue shares whicly bmaggregated with shares sold to Lincoln Padeuthe $1.5 million purchase agreen
and the $15.0 million purchase agreement in exoe4s151,829 shares or 19.99% of the total comntocksoutstanding as of the date of
$15.0 million purchase agreement, we may be reduveseek shareholder approval in order to be mptiance with the NASDAQ Capil
Market rules.

The extent to which we rely on Lincoln Park as arse of funding will depend on a number of factamsjuding the amount of workit
capital needed, the prevailing market price of common stock and the extent to which we are ablseture working capital from ott
sources. If obtaining sufficient funding from Loln Park were to prove unavailable or prohibitivdlijutive, we would need to secure ano
source of funding.

We will need to keep current the sales agreemenéxeeuted on September 6, 2012 with Brinson Paiegurities Corporation, t
sales agent for our “at-the-markgtogram, as well as the related offering prospedtusrder to use the program to sell shares ofconmmot
stock.

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

We have not generated any profits since our entrythe biotechnology business and we have incugigraficant operating losses. !
expect to incur additional operating losses forftreseeable future. We have not received, andaweot expect to receive for at least the
several years, any revenues from the commerat#iiz of any potential products. We do not cullsehtive any sources of revenues and
not have any in the foreseeable future.

Our business is at an early stage of developmeie are largely dependent on the success of our pmatandidate, Tcelna, and we cani
be certain that Tcelna will receive regulatory agpral or be successfully commercialized.

Our business is at an early stage of developméftg.do not have any product candidates that haveletet latestage clinical trials n
do we have any products on the market. We hawe @m® product candidate, Tcelna, which has progress the stage of being studiet
human clinical trials in the United States. In ®epber 2012, we announced the initiation of a Phésestudy of Tcelna in patients w
SPMS. We are still in the very early stages ohidging and conducting research on any other p@ékproducts. Tcelna, and any ot
potential products, will require regulatory appriopegor to marketing in the United States and ott@untries. Obtaining such approval reqt
significant research and development and preclirdaoa clinical testing. We may not be able to depeany products, to obtain regulat
approvals, to continue clinical development of Tieglto enter clinical trials (or any developmenttaties) for any other product candidate:
to commercialize any products. Tcelna, and angrofotential products, may prove to have undesrablunintended side effects or o
characteristics adversely affecting their safeffjcacy or costeffectiveness that could prevent or limit their.ugey product using any of @
technology may fail to provide the intended therajebenefits or to achieve therapeutic benefitsabdo or better than the standarc
treatment at the time of testing or production.

We have provided Merck with the Option, which prdes Merck with the opportunity, if exercised, tontml the development ar
commercialization of Tcelna in MS.

In February 2013, we granted the Option to Mertke Option permits Merck to acquire an exclusiverldwide (excluding Japa
license of our Tcelna program for the treatmenM&. The Option may be exercised by Merck priootaupon completion of our ongoi
Phase llb trial of Tcelna in patients with SPM$ Merck exercises the Option, Merck would be soledgponsible for funding developme
regulatory and commercialization activities for Theein MS, although we would retain an option tefand certain development in excha
for increased royalty rates. We would also retaghts to Tcelna in Japan, certain rights with eedgo the manufacture of Tcelna, and ri
outside of MS. In consideration for the Option, reeeived an upfront payment of $5 million and rbayeligible to receive an option exert
fee as well as milestone and royalty payments basedchievement of development and commercialinatidestones. The rights we h:
relinquished to our product candidate Tcelna, idiclg development and commercialization rights, rhaym our ability to generate reven
and achieve or sustain profitability.
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If Merck exercises the Option, we would becomearglion Mercks resources and efforts with respect to Tcelna$ Nh such an eve
Merck may fail to develop or effectively commercial Tcelna for a variety of reasons, including tkiatrck:

e does not have sufficient resources or decidesondévote the necessary resources due to inteonatraints such as limited cash or
human resources;

decides to pursue a competitive potential prgduct

cannot obtain the necessary regulatory approvals;

determines that the market opportunity is natative; or

e cannot manufacture or obtain the necessary rageani sufficient quantities from multiple soure@sat a reasonable cost.

If Merck does not exercise the Option, we may bablm to enter into a collaboration with any otheteptial partner on accepta
terms, if at all. We face competition in our séafer partners from other organizations worldwidegny of whom are larger and are abl
offer more attractive deals in terms of financiafrenitments, contribution of human resources, orettgyment, manufacturing, regulatory
commercial expertise and support.

If Merck does not exercise the Option, and we ast successful in attracting another partner anereng into collaboration ¢
acceptable terms, we may not be able to completelai@ment of or commercialize any product candidatguding Tcelna. In such event,
ability to generate revenues and achieve or suptaifitability would be significantly hindered amee may not be able to continue operatior
proposed, requiring us to modify our business ptartail various aspects of our operations or cepsgations.

We will need regulatory approvals for any producandidate, including Tcelna, prior to introductionot the market, which will requir
successful testing in clinical trials. Clinical tals are subject to extensive regulatory requirentgnand are very expensive, ti-consuming
and difficult to design and implement. Any productindidate, such as Tcelna, may fail to achieve egsary safety and efficacy endpoi
during clinical trials in which case we will be urae to generate revenue from the commercializatemd sale of our products.

Human clinical trials are very expensive and difficto design and implement, in part because theysabject to rigorous FC
requirements, and must otherwise comply with feldestate and local requirements and policies of feglical institutions where they .
conducted. The clinical trial process is also ttnasuming. We estimate that the Phase IIb clirtital in North America of our lead prodi
candidate, Tcelna, in SPMS will complete enrolimianthe second quarter of 2014, with the resultoydine data expected to be availabl
mid-2016. In addition, we anticipate that at leasiv@tal Phase Il clinical trial would be necességfore an application could be submi
for approval of Tcelna for SPMS. Failure can ocauany stage of the trials, and problems coulérmmuntered that would cause us or M
(in the event the Option is exercised) to be unablaitiate a trial, or to abandon or repeat aichl trial.

The commencement and completion of clinical trimsluding the continuation and completion of theaBe Ilb clinical trial of Tcelna
SPMS, may be delayed or prevented by several &dtaluding:

e FDA or IRB objection to proposed protocols;

e discussions or disagreement with the FDA ovemrtlequacy of trial design to potentially demonsteffectiveness, and subsequent
design modifications;

e unforeseen safety issues;

e determination of dosing issues, epitope profibes] related adjustments;
e lack of effectiveness during clinical trials;

e slower than expected rates of patient recruitment

e product quality problems (e.qg., sterility or pgy)i

e challenges to patient monitoring and data cabb@atluring or after treatment (e.g., patients’dedl to return for follow-up visits,
detection of epitope profiles in subsequent visits,); and

e failure of medical investigators to follow ouirgtal protocols.

In addition, we, Merck (if the Option is exercisedt) the FDA (based on its authority over clinicaldes) may delay a propos
investigation or suspend clinical trials in progred any time if it appears that the study may migeificant risks to the study participant:
other serious deficiencies are identified. Praapproval of any product candidate, the FDA metéednine that the data demonstrate s,
and effectiveness. The large majority of drug edaies that begin human clinical trials fail to derstrate the desired safety and effic
characteristics.
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Furthermore, changes in regulatory requirementsgaiance may occur and we may need to amend alitrial protocols, or otherwi:
modify our intended course of clinical developmeatieflect these changes. This, too, may imgaetbsts, timing or successful completio
a clinical trial. In light of widely publicized ents concerning the safety risk of certain drugdpots, regulatory authorities, member:
Congress, the U.S. Government Accountability Offiteedical professionals and the general public haised concerns about potential ¢
safety issues. These events have resulted in ithelrawal of drug products, revisions to drug latglthat further limit use of the dr
products, and establishment of risk managementranag that may, for instance, restrict distributidrdrug products. The increased atter
to drug safety issues may result in a more cautigsoach by the FDA to clinical trials. Data fratinical trials may receive greater scru
with respect to safety, which may make the FDA threo regulatory authorities more likely to termmatinical trials before completion
require longer or additional clinical trials thataynresult in substantial additional expense ancelaydor failure in obtaining approval
approval for a more limited indication than origigaought.

Even if regulatory approval is obtained for anydarct candidate, such as Tcelna, any such approaglb® subject to limitations on 1
indicated uses for which it may be marketed. (hilitp to generate revenues from the commercialimatind sale of any potential produ
whether directly or through any development arramget (such as where Merck exercises the Optiorh)oeilimited by any failure to obtain
limitation on necessary regulatory approvals.

If Merck exercises the Option, Merck would be spletsponsible for funding development, regulatard aommercialization activiti
for Tcelna in MS, although we would retain an optto co-fund certain development in exchange foraased royalty rates.

We will rely on third parties to conduct our clina trials and perform data collection and analysiwhich may result in costs and delays t
may hamper our ability to successfully develop aswmmercialize any product candidate, including Tiel

Although we have participated in the design andagament of our past clinical trials, we do not héhesability to conduct clinical trie
directly for any product candidate, including TeeliVe will need to rely on contract research oigions, medical institutions, clinic
investigators and contract laboratories to conductclinical trials and to perform data collectiand analysis, including the Phase b trie
Tcelna in patients with SPMS.

Our clinical trials may be delayed, suspended wniteated if:

e any third party upon whom we rely does not susfely carry out its contractual duties or regulgtobligations or meet expected
deadlines

e licenses needed from third parties for manufaetuin order to conduct Phase Il trials or to coodcommercial manufacturing, if
applicable, are not obtaine

e any such third party needs to be replaced; or

e the quality or accuracy of the data obtainedhgythird party is compromised due to its failuratthere to clinical protocols or
regulatory requirements or for other reas«

Failure to perform by any third party upon whom medy may increase our development costs, delayability to obtain regulatol
approval and prevent the commercialization of argdpct candidate, including Tcelna. While we bedi¢hat there are numerous alterne
sources to provide these services, we might nathbe to enter into replacement arrangements witHelstys or additional expenditures if
were to seek such alternative sources.

If we fail to identify and license or acquire othgaroduct candidates, we will not be able to expand business over the long terr

We have targeted MS as the first disease to beupdrsff our Teell platform technology. As a platform technologiyere exists tt
potential to address other autoimmune diseasestigttechnology. Minimal work has been done oetsiet lead MS indication. Our busin
over the long term is substantially dependent on ahility to develop, license or acquire produchdidates and further develop them
commercialization. The success of this strategpedds upon our ability to expand our existing platf or identify, select and acquire the r
product candidates. We have limited experiencatifyéng, negotiating and implementing economicaligble product candidate acquisiti
or licenses, which is a lengthy and complex praocédso, the market for licensing and acquiringdguot candidates is intensely competit
and many of our competitors have greater resouttas we do. We may not have the requisite cap@aburces to consummate proc
candidate acquisitions or licenses that we identiffulfill our strategy.

Moreover, any product candidate acquisition thatiweomplete will involve numerous risks, including
e difficulties in integrating the development pragr for the acquired product candidate into ourterdoperations;

e diversion of financial and management resouraa® £xisting operations;

risks of entering new potential markets or tedbgies;

inability to generate sufficient funding to offsequisition costs; and

delays that may result from our having to perfarmanticipated preclinical trials or other teststlo@ product candidate.
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We are dependent upon our management team and allsmanber of employees.

Our business strategy is dependent upon the skilisknowledge of our management team. If anycatiémployee leaves, we may
unable on a timely basis to hire suitable replaceméo operate our business effectively. We algerate with a very small number
employees and thus have little or no backup cajpalfdr their activities. The loss of the servioglsany member of our management teau
the loss of just a few other employees could hanmtgerial adverse effect on our business and sesfitiperations.

If we fail to meet our obligations under our liceesagreements, we may lose our rights to key techgigls on which our business depen

Our business depends on licenses from third parfibgse third party license agreements imposeyatidins on us, such as payn
obligations and obligations diligently to pursuevelepment of commercial products under the licensatbnts. We may also need to
additional licenses as we move into Phase lligréld, if applicable, the commercial stage of dpmra. These licenses may require incre
payments to the licensors. If a licensor believes tve have failed to meet our obligations undécemse agreement, the licensor could se
limit or terminate our license rights, which coulelad to costly and timeensuming litigation and, potentially, a loss ot tlicense
rights. During the period of any such litigatiaur ability to carry out the development and conuiadization of potential products could
significantly and negatively affected. If our licee rights were restricted or ultimately lost, ability to continue our business based or
affected technology platform could be adverselgetid.

Our research and manufacturing facility is not lagenough to manufacture product candidates, suchTalna, for certain clinical trial
or, if such clinical trials are successful, commaeat applications.

We conduct our research and development in a 1Gs808re foot facility in The Woodlands, Texas, vhiccludes an approximat:
1,200 square foot suite of three rooms for the rfeanture of Teell therapies. We believe our facility should édkie capacity to support f
clinical development of Tcelna in North Americaials for SPMS. It is not sufficient, however, tgpport clinical trials outside North Amer
including Europe and Asia, if required, or the coanaial launch of Tcelna. In this case, we wouldd# expand our manufacturing staff
facility, obtain a new facility, contract with caymte collaborators or other third parties to assigh future drug production a
commercialization, or defer to Merck (in the eviir@ Option is exercised) to address manufactuengirements.

In the event that we decide to establish a comrakscale manufacturing facility, we will require sudrstial additional funds and will
required to hire and train significant numbers wipboyees and comply with applicable regulationsicilare extensive. We do not have fL
available for building a manufacturing facility,diave may not be able to build a manufacturing figcihat both meets regulatory requiremi
and is sufficient for our commercial-scale manufacg.

We may arrange with third parties for the manufextf our future products, if any. However, ourdkparty sourcing strategy may |
result in a cost-effective means for manufactuongfuture products. If we employ thighrty manufacturers, we will not control many asg
of the manufacturing process, including compliabgahese third parties with cGMP and other reguatequirements. We further may nof
able to obtain adequate supplies from thpedty manufacturers in a timely fashion for devel@mt or commercialization purposes,
commercial quantities of products may not be atglérom contract manufacturers at acceptable costs

If any product we may eventually have is not acepby the market or if users of any such producearmable to obtain adequate cover:
of and reimbursement for such product from governmend other third-party payors, our revenues antbfitability will suffer.

In the instance of Tcelna, if Merck exercises thpti@h then our ability to achieve revenue will lepdndent upon the efforts and suc
of Merck in developing and commercializing Tcelr@ur ability to successfully commercialize any prodwe may eventually have, to
extent applicable, and/or our ability to receivey aavenue associated with Tcelna in the event Mepakrcises the Option, will depenc
significant part on the extent to which appropried@erage of and reimbursement for such productaalydelated treatments are obtained |
governmental authorities, private health insurerd ather organizations, such as health maintenanganizations, or HMOs. Thirgarty
payors are increasingly challenging the prices gddifor medical products and services. We canrmtigle any assurances that thparty
payors will consider any product cost-effectivepoovide coverage of and reimbursement for suchuyrpdn whole or in part.

Uncertainty exists as to the coverage and reimbugse status of newly approved medical products serdlices and newly appro\
indications for existing products. Third-party pay may conclude that any product is less safs, dbsically effective, or less cosffective
than existing products, and thipdrty payors may not approve such product for amyerand reimbursement. If adequate coverage ¢
reimbursement for any product from thjpdsty payors cannot be obtained, physicians mal how much or under what circumstances
will prescribe or administer them. Such reductimrimitation in the use of any such product woaklise sales to suffer. Even if thjpdrty
payors make reimbursement available, payment lemaisnot be sufficient to make the sale of any surdduct profitable.
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In addition, the trend towards managed health itatike United States and the concurrent growthrgénizations such as HMOs, wh
could control or significantly influence the pursleaof medical services and products, may reslittadequate coverage of and reimbursel
for any product we may eventually have. Many tpedty payors, including in particular HMOs, are quing various ways to redt
pharmaceutical costs, including, for instance,ube of formularies. The market for any productetefs on access to such formularies, w
are lists of medications for which thighrty payors provide reimbursement. These formasgaare increasingly restricted, and pharmace!
companies face significant competition in theiroef to place their products on formularies of HM&w other thirgparty payors. Th
increased competition has led to a downward prignessure in the industry. The cost containmenasuees that thirgarty payors ai
instituting could have a material adverse effecoonability to operate profitably.

Any product candidate, such as Tcelna, if approvéat sale, may not gain acceptance among physiciapatients and the medic
community, thereby limiting our potential to genearevenues.

Even if a product candidate, such as Tcelna, isougiol for commercial sale by the FDA or other regpidy authorities, the degree
market acceptance of any approved product candimatghysicians, healthcare professionals and théndy payors, and our profitability a
growth, will depend on a number of factors, inchgli

e demonstration of efficacy;

e relative convenience and ease of administration;

e the prevalence and severity of any adverse $fdets;

e availability and cost of alternative treatmeimsjuding cheaper generic drugs;

e pricing and cost effectiveness, which may beestttip regulatory control;

e effectiveness of sales and marketing strategiethé product and competition for such product;

e the product labeling or product insert requirgdte FDA or regulatory authority in other counsriand

e the availability of adequate third-party insuramoverage or reimbursement.

If any product candidate does not provide a treatmegimen that is as beneficial as the curremtdsted of care or otherwise does
provide patient benefit, that product candidateapproved for commercial sale by the FDA or otregutatory authorities, likely will ni
achieve market acceptance and our ability to gémeeaenues from that product candidate would bstantially reduced.

We have incurred, and expect to continue to incimgreased costs and risks as a result of being &dlpucompany.

As a public company, we are required to comply wilie Sarbane®xley Act of 2002, or SOX, as well as rules andutation:
implemented by the SEC and The NASDAQ Stock MakRASDAQ). Changes in the laws and regulations ciiifgy public companie
including the provisions of SOX and rules adoptgdhe SEC and by NASDAQ, have resulted in, and galitinue to result in, increased ci
to us as we respond to their requirements. Gilierrisks inherent in the design and operation @friral controls over financial reporting,
effectiveness of our internal controls over finaheceporting is uncertain. If our internal congr@re not designed or operating effectively
may not be able to conclude an evaluation of otarival control over financial reporting as requitedve or our independent registered pt
accounting firm may determine that our internaltoginover financial reporting was not effectiven dddition, our registered public accoun
firm may either disclaim an opinion as it relatesrtanagemerg’assessment of the effectiveness of our inteordtals or may issue an adve
opinion on the effectiveness of our internal caoistmver financial reporting. Investors may losaftdence in the reliability of our financ
statements, which could cause the market priceunfcommon stock to decline and which could affaat ability to run our business as
otherwise would like to. New rules could also makenore difficult or more costly for us to obtagertain types of insurance, includ
directors’ and officersliability insurance, and we may be forced to aceeguced policy limits and coverage or incur sutiiidly higher cost
to obtain the coverage that is the same or sirglawur current coverage. The impact of these avemtild also make it more difficult for us
attract and retain qualified persons to serve anBmard of Directors, our Board committees and>acative officers. We cannot predici
estimate the total amount of the costs we may inctine timing of such costs to comply with theskes and regulations.

Under thecorporate governance standards of NASDAQ, a mgjofiour Board of Directors and each member of Audit Committe:
must be an independent director. If any vacanmiesur Board or our Audit Committee occur that neede filled by independent directc
we may encounter difficulty in attracting qualifipgérsons to serve on our Board and, in particolar,Audit Committee. If we fail to attre
and retain the required number of independent wirecwe may be subject to SEC enforcement prongsdind delisting of our common st
from the NASDAQ Capital Market.
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Any acquisitions that we make could disrupt our lisss and harm our financial conditiol

We expect to evaluate potential strategic acqaisstiof complementary businesses, products or témfiies on a global geograp
footprint. We may also consider joint venturegefising and other collaborative projects. We may lbe able to identify appropri
acquisition candidates or strategic partners, acessfully negotiate, finance or integrate acqoisit of any businesses, products
technologies. Furthermore, the integration of aoguisition and management of any collaborativéegtanay divert our managemestime
and resources from our core business and disruppperations. We do not have any experience witjuising companies, or with acquiri
products outside of the United States. Any casjuiaition we pursue would potentially divert theskkave have on our balance sheet fron
present clinical development programs. Any stoaguigitions would dilute our shareholdeminership. While we from time to time evalt
potential collaborative projects and acquisitiofiduasinesses, products and technologies, and paticicontinuing to make these evaluati
we have no present commitments or agreements asghect to any acquisitions or collaborative praject

Risks Related to Doing Business Internationa

We plan to do business internationally, which magvp to be difficult and fraught with economic, uégtory and political issues. \
may acquire or in-license foreign companies ornetbgies or commercialize our @ell or stem cell platform in countries where thesibes:
economic and political climates are very differéiom those of the United States. We may not beraw&some of these issues and it ma
difficult for a U.S. company to overcome these é&ssand ultimately become profitable. Certain fgmetountries may favor businesses tha
owned by nationals of those countries as opposddragn-owned business operating locally. As a small cargpave may not have t
resources to engage in the negotiation and timetenimg work needed to overcome some of these patésgues.

Risks Related to Our Intellectual Property

Patents obtained by other persons may result irrimjement claims against us that are costly to dedleand which may limit our ability t
use the disputed technologies and prevent us frommsping research and development or commercialipatiof potential products, such
Tcelna.

If third party patents or patent applications contaaims infringed by either our licensed techmglor other technology required
make or use our potential products, such as Tcelmd,such claims are ultimately determined to Halyvthere can be no assurance tha
would be able to obtain licenses to these patdrdsreasonable cost, if at all, or be able to dgvelr obtain alternative technology. If we
unable to obtain such licenses at a reasonablewe<gbr, in the event the Option is exercised, dkewvith respect to Tcelna) may not be abl
develop any affected product candidate commercidllyere can be no assurance that we will not higexbto defend ourselves (or, in
event the Option is exercised, Merck with respeci¢elna) in court against allegations of infringernof third party patents. Patent litiga
is very expensive and could consume substantialiress and create significant uncertainties. Areesk outcome in such a suit could sul
us to significant liabilities to third parties, e disputed rights to be licensed from third igartor require us to cease using such technology

If we are unable to obtain patent protection ancher proprietary rights, our operations will be sigfitantly harmed.

Our ability to compete effectively is dependent mimbtaining patent protection relating to our temlbgies. The patent positions
pharmaceutical and biotechnology companies, inolydiurs, are uncertain and involve complex andwwgllegal and factual questions. -
coverage sought in a patent application can besdeori significantly reduced before or after theepats issued. Consequently, we do not k
whether pending patent applications for our techgwlwill result in the issuance of patents, ornfydassued patents will provide signific.
protection or commercial advantage or will be aineented by others. Since patent applications ecees until the applications are publis
(usually 18 months after the earliest effectivenfjl date), and since publication of discoveriesha scientific or patent literature often |
behind actual discoveries, we cannot be certaintti@ainventors of our owned or licensed intellettoroperty rights were the first to make
inventions at issue or that any patent applicatatnssue were the first to be filed for such ini@ms. There can be no assurance that p:
will issue from pending patent applications ofis§ued, that such patents will be of commerciakfieto us, afford us adequate protection f
competing products, or not be challenged or dedlamealid.

For our licensed intellectual property, we haveitiah control over the amount or timing of resourtiest are devoted to the prosecu
of certain of such intellectual property. Duehstlack of control and general uncertainties i platent prosecution process, we cannot be
that any licensed patents will result from licensggplications or, if they do, that they will be mi@ined. Issued U.S. patents require
payment of maintenance fees to continue to bertefoWe rely on licensors to do this and theilufai to do so could result in the forfeiture
patents not timely maintained. Many foreign patefites also require the payment of periodic atiesiito keep patents and patent applica
in good standing. As we may not maintain contnarathe payment of all such annuities, we cannstir@syou that our licensors will time
pay such annuities and that the granted patentpamding patent applications will not become abaedo In addition, our licensors may h
selected a limited amount of foreign patent pradectand therefore applications have not been fitednd foreign patents may not have t
perfected in, all commercially significant coungiie

18




The patent protection of product candidates, sschcalna, involves complex legal and factual qoesti To the extent that it would
necessary or advantageous for any of our licertearsoperate or lead in the enforcement of ounBeel intellectual property rights, we car
control the amount or timing of resources suchisges devote on our behalf or the priority theycplan enforcing such rights. We may nc
able to protect our intellectual property rightsiagt third party infringement, which may be ditficto detect. Additionally, challenges may
made to the ownership of our intellectual propeidirts, our ability to enforce them, or our undertylicenses.

We cannot be certain that any of the patents isgoeds or to our licensors will provide adequat®tpction from competir
products. Our success will depend, in part, onthdrewe or our licensors can:

e obtain and maintain patents to protect our prbdandidates such as Tcelna;

e obtain and maintain any required or desirablenses to use certain technologies of third pamibgch may be protected by patents;
e protect our trade secrets and know-how;

e operate without infringing the intellectual profyeand proprietary rights of others;

e enforce the issued patents under which we hglitsj and

e develop additional proprietary technologies #rat patentable.

The degree of future protection for our proprietagits (owned or licensed) is uncertain. For el

e we or our licensor might not have been the fognhake the inventions covered by pending patepliGgiions or issued patents owned
by, or licensed to, u

e we or our licensor might not have been the fodile patent applications for these inventions;
e others may independently develop similar or aliéve technologies or duplicate any of the techgiels owned by, or licensed to, us;
e it is possible that none of the pending pateptiagtions owned by, or licensed to, us will resalissued patents;

e any patents under which we hold rights may not jlewus with a basis for commercially viable prodiechay not provide us with a
competitive advantages or may be challenged bg fiarties as invalid, or unenforceable under UrSomreign laws; ol

e any of the issued patents under which we holatsighay not be valid or enforceable or may be ameented successfully in light of
the continuing evolution of domestic and foreighepd laws.

Confidentiality agreements with employees and othenay not adequately prevent disclosure of our waskcrets and other propriete
information and may not adequately protect our itiextual property, which could limit our ability taompete.

We rely in part on trade secret protection in ordeprotect our proprietary trade secrets and wmat knowkow. However, trac
secrets are difficult to protect, and we cannotésain that others will not develop the same oiilar technologies on their own. We h
taken steps, including entering into confidentjalitgreements with our employees, consultants, aeitscientific collaborators and ot
advisors, to protect our trade secrets and ungatdaiowhow. These agreements generally require that ther party keep confidential a
not disclose to third parties all confidential infaation developed by the party or made known taptimey by us during the course of the paty
relationship with us. We also typically obtain egments from these parties which provide that itioes conceived by the party in the cot
of rendering services to us will be our exclusiveperty. However, these agreements may not berbdnand may not effectively ass
intellectual property rights to us. Further, wevéalimited control, if any, over the protection t&fade secrets developed by
licensors. Enforcing a claim that a party illegatibtained and is using our trade secrets or khow-is difficult, expensive and tir
consuming, and the outcome is unpredictable. tfitiat, courts outside the United States may bg Veifling to protect trade secrets or know
how. The failure to obtain or maintain trade sepretection could adversely affect our competifesition.
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A dispute concerning the infringement or misappragtion of our proprietary rights or the proprietaryrights of others could be tin
consuming and costly, and an unfavorable outcomeiltbharm our business.

A number of pharmaceutical, biotechnology and ott@mpanies, universities and research institutfenge filed patent applications
have been issued patents relating to cell therdmglls, and other technologies potentially relevanbr required by our product candic
Tcelna. We cannot predict which, if any, of sugplecations will issue as patents or the claimg thaght be allowed. We are aware ¢
number of patent applications and patents claimseof modified cells to treat disease, disordenjary.

There is significant litigation in our industry @gling patent and other intellectual property sghiVhile we are not currently subjec
any pending intellectual property litigation, ane aot aware of any such threatened litigation/way be exposed to future litigation by tt
parties based on claims that our product candidatesh as Tcelna, or their methods of use, manufagt or other technologies or activit
infringe the intellectual property rights of sudfird parties. If our product candidates, such aslfia, or their methods of manufacture
found to infringe any such patents, we may haveayp significant damages or seek licenses under patints. We have not conduc
comprehensive searches of patents issued to thitéep relating to Tcelna. Consequently, no asggraan be given that thipghrty patent
containing claims covering Tcelna, its method oé ws manufacture do not exist or have not beemr fdad will not be issued in t
future. Because some patent applications in thigetrStates may be maintained in secrecy untilpdients are issued, and because ¢
applications in the United States and many forg@igisdictions are typically not published until #®nths after filing, we cannot be certain
others have not filed patent applications that miditure into issued patents that relate to oureatior future product candidates that could
a material effect in developing and commercializomg or more of our product candidates. A patefddr could prevent us from importil
making, using or selling the patented compoundg. rifdy need to resort to litigation to enforce mtellectual property rights or to determ
the scope and validity of thirplarty proprietary rights. Similarly, we may be mdb to claims that we have inappropriately usedlisclose:
trade secrets or other proprietary informationhifdt parties. If we become involved in litigatiahcould consume a substantial portion of
managerial and financial resources, regardlesshether we win or lose. Some of our competitors tm@ble to sustain the costs of com
intellectual property litigation more effectivelggn we can because they have substantially gnesieurces. We may not be able to afforc
costs of litigation. Any legal action against usoar collaborators could lead to:

e payment of actual damages, royalties, lost mofibtentially treble damages and attorneys ' fiéeg are found to have willfully
infringed a third part’ s patent rights

e injunctive or other equitable relief that mayesfively block our ability to further develop, corargialize and sell our products;

e we or our collaborators having to enter intorise arrangements that may not be available on cocmatig acceptable terms if at all;
or

e significant cost and expense, as well as distnactf our management from our business.
As a result, we could be prevented from commemiiadi current or future product candidates.
Risks Related to Our Industry
We are subject to stringent regulation of our proctiucandidates, such as Tcelna, which could delaye&lepment and commercialization.

We, our thirdparty contractors, suppliers and partners (suddersk, in the event the Option is exercised, wahpect to Tcelna), a
our product candidates, such as Tcelna, are sulojesttingent regulation by the FDA and other ratpdy agencies in the United States an
comparable authorities in other countries. Noneuwfproduct candidates can be marketed in theedr8tates until it has been approved b
FDA. No product candidate of ours has been apploaed we may never receive FDA approval for amgdpcet candidate. Obtaining FI
approval typically takes many years and requiréstsuntial resources. Even if regulatory approsallitained, the FDA may impose signific
restrictions on the indicated uses, conditionsuee and labeling of such products. Additionalhe FDA may require postpproval studie
including additional research and development dinécal trials. These regulatory requirements rfimyt the size of the market for the prod
or result in the incurrence of additional costsiyAdelay or failure in obtaining required approvetsuld substantially reduce our ability
generate revenues.

In addition, both before and after regulatory apptowe, our partners and our product candidatesh sas Tcelna, are subject
numerous FDA requirements covering, among othegt)itesting, manufacturing, quality control, lafg| advertising, promotion, distributi
and export. The FDA' requirements may change and additional governnegundations may be promulgated that could affegtowr partne
and our product candidates, such as Tcelna. Gheemumber of recent high profile adverse safegné/with certain drug products, the F
may require, as a condition of approval, costlik meanagement programs, which may include safetyedllance, restricted distribution and .
patient education, enhanced labeling, special macgaor labeling, expedited reporting of certairverde events, preapproval of promotic
materials and restrictions on direct-to-consumeredising. Furthermore, heightened Congressiopaltsly on the adequacy of the FBA'’
drug approval process and the ageaafforts to assure the safety of marketed drugslterl in the enactment of legislation addressing
safety issues, the FDA Amendments Act of 2007.sTégislation provides the FDA with expanded autiiaver drug products after appro
and the FDAS exercise of this authority could result in delaysncreased costs during the period of produgeligpment, clinical trials ar
regulatory review and approval, and increased doséssure compliance with new pagproval regulatory requirements. We cannot pt
the likelihood, nature or extent of government fatjon that may arise from this or future legistatior administrative action, either in
United States or abroad.
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In order to market any of our products outsidehef tynited States, we and our strategic partnerdiegnsees must establish and cor
with numerous and varying regulatory requiremefitstioer countries regarding safety and efficacyppval procedures vary among count
and can involve additional product testing and talaal administrative review periods and the tineguired to obtain approval in otl
countries might differ from that required to obt&DA approval. The regulatory approval processthrer countries may include all of the ri
detailed above regarding FDA approval in the Unigtdtes. Approval by the FDA does not automatjcahd to the approval of authorit
outside of the United States and, similarly, appftdoy other regulatory authorities outside the BahiStates will not automatically lead to F
approval. In addition, regulatory approval in arwuntry does not ensure regulatory approval interotbut a failure or delay in obtain
regulatory approval in one country may negativetpact the regulatory process in others. Our prodacdidates, such as Tcelna, may n
approved for all indications that we request, whiebuld limit uses and adversely impact our potémiigyalties and product sales. S
approval may be subject to limitations on the iatiéd uses for which any potential product may bekatad or require costly, postarketing
follow-up studies.

If we fail to comply with applicable regulatory ngigements in the United States and other countaemng other things, we may
subject to fines and other civil penalties, delmyapproving or failure to approve a product, suspen or withdrawal of regulatory approvi
product recalls, seizure of products, operatingrict®ns, interruption of manufacturing or clinldaials, injunctions and criminal prosecuti
any of which would harm our business.

We may need to change our business practices toppmwith health care fraud and abuse regulationsp@ our failure to comply with suc
laws could adversely affect our business, finanataindition and results of operations.

If Merck exercises the Option, Merck would be spletsponsible for funding development, regulatard aommercialization activiti
for Tcelna in MS, although we would retain an optto cofund certain development in exchange for increasgdlty rates. Otherwise, if \
are successful in achieving approval to market@ammore of our product candidates, our operatioiisbe directly, or indirectly through o
customers, subject to various state and federatifeand abuse laws, including, without limitatiome federal AntiKickback Statute and Fa
Claims Act. These laws may impact, among othergthi our proposed sales, marketing, and educatagrams.

The federal AntiKickback Statute prohibits persons from knowinglpdawillfully soliciting, offering, receiving or pnading
remuneration, directly or indirectly, in exchange 6r to induce either the referral of an indivijua the furnishing or arranging for a gootc
service, for which payment may be made under aré¢dhealthcare program such as the Medicare andddieldprograms. Several courts h
interpreted the statute’intent requirement to mean that if any one purpafsan arrangement involving remuneration is tuie referrals «
federal healthcare covered business, the statsdd@n violated. The Ankickback Statute is broad and prohibits many areaments an
practices that are lawful in businesses outsidehef healthcare industry. Recognizing that the Kitkback Statute is broad and n
technically prohibit many innocuous or beneficiglbagements, Congress authorized the Departmadealth and Human Services, Office
Inspector General, or OIG, to issue a series dilegigns, known as the “safe harborsliese safe harbors set forth provisions that, ithaiir
applicable requirements are met, will assure heatth providers and other parties that they will betprosecuted under the Aitiekback
Statute. The failure of a transaction or arrangern®fit precisely within one or more safe harbdogs not necessarily mean that it is illeg:
that prosecution will be pursued. However, condunt business arrangements that do not fully gaath applicable safe harbor may rest
increased scrutiny by government enforcement ailéb®isuch as the OIG. Penalties for violationshef federal AntKickback Statute incluc
criminal penalties and civil sanctions such asdjrimprisonment and possible exclusion from MedicMedicaid and other federal health:
programs. Many states have also adopted lawsasitailthe federal Antiickback Statute, some of which apply to the refeaf patients fc
healthcare items or services reimbursed by anycepuot only the Medicare and Medicaid programs.

The federal False Claims Act prohibits persons fiarawingly filing or causing to be filed a falseagh to, or the knowing use of fa
statements to obtain payment from, the federal gowent. Suits filed under the False Claims Achwn as “qui tam’actions, can be broug
by any individual on behalf of the government andhsindividuals, sometimes known as “relators”ragre commonly, as “whistleblowers,”
may share in any amounts paid by the entity togtheernment in fines or settlement. The frequericfiling of qui tam actions has increa:
significantly in recent years, causing greater neralof healthcare companies to have to defendse F2lhims Act action. When an entit
determined to have violated the federal False (Hafmt, it may be required to pay up to three tinttes actual damages sustained by
government, plus civil penalties. Various stategehalso enacted laws modeled after the federaéRalhims Act.
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In addition to the laws described above, the Healturance Portability and Accountability Act of9%®created two new federal crim
healthcare fraud and false statements relatingeédtiicare matters. The healthcare fraud statateilfits knowingly and willfully executing
scheme to defraud any healthcare benefit prograohding private payors. A violation of this stius a felony and may result in fin
imprisonment or exclusion from government sponsgeajrams. The false statements statute prohiitsvingly and willfully falsifying
concealing or covering up a material fact or malkang materially false, fictitious or fraudulent tgt@ent in connection with the delivery of
payment for healthcare benefits, items or servidesiolation of this statute is a felony and magult in fines or imprisonment.

Beginning August 1, 2013, the Physician PaymentssBine Act (the “Sunshine Act”)which is part of the Patient Protection
Affordable Care Act, requires manufacturers of drumedical devices, biologicals or medical suppliest participate in U.S. federal hei
care programs to track and then report certain paygnand items of value given to U.S. physiciand drS. teaching hospitals (definec
“Covered Recipients”).The Sunshine Act requires that manufacturers ddlfes information on a yearly basis and then refido Centers fc
Medicare & Medicaid Services by the 90th day ofresuabsequent year.

If our operations are found to be in violation ofysof the laws described above and other applicatalee and federal fraud and at
laws, we may be subject to penalties, includingl @ad criminal penalties, damages, fines, exclugiom government healthcare progra
and the curtailment or restructuring of our opexagdi

If our competitors develop and market products thate more effective than our product candidatesethmay reduce or eliminate o
commercial opportunities.

Competition in the pharmaceutical industry, patddy the market for MS products, is intense, anel @xpect such competition
continue to increase. We face competition fromrpiaeeutical and biotechnology companies, as welhwaserous academic and rese
institutions and governmental agencies, in the ég¢hiftates and abroad. Our competitors have prodbat have been approved or ar
advanced development and may succeed in develdpinys that are more effective, safer and more @dfole or more easily administered t
ours, or that achieve patent protection or comraéireition sooner than our products. Our most §icamit competitors are fully integrat
pharmaceutical companies and more establishedchiotéogy companies. These companies have signifjcgreater capital resources
expertise in research and development, manufagiurésting, obtaining regulatory approvals, andkating than we currently do. Howey
smaller companies also may prove to be significzarpetitors, particularly through proprietary resbadiscoveries and collaborat
arrangements with large pharmaceutical and eskadli®iotechnology companies. In addition to thengetitors with existing products tl
have been approved, many of our competitors atedurlong in the process of product developmedtaiso operate large, compafurdec
research and development programs. As a resultcampetitors may develop more competitive or afédnle products, or achieve ea
patent protection or further product commercial@athan we are able to achieve. Competitive pctslmay render any products or prot
candidates that we develop obsolete.

Our competitors may also develop alternative thesathat could further limit the market for any guots that we may develop.
Rapid technological change could make our produotssolete

Biopharmaceutical technologies have undergone mapidsignificant change, and we expect that thdlycamntinue to do so. As aresi
there is significant risk that our product candégatsuch as Tcelna, may be rendered obsolete oonomical by new discoveries before
recover any expenses incurred in connection widir tdevelopment. If our product candidates, sushTeelna, are rendered obsolete
advancements in biopharmaceutical technologiesfuture prospects will suffer.

Consumers may sue us for product liability, whicbwd result in substantial liabilities that exceealr available resources and damage 1
reputation.

Developing and commercializing drug products estaignificant product liability risks. Liabilitylaims may arise from our and «
collaborators’ use of products in clinical trialsdathe commercial sale of those products.

In the event that any of our product candidatesobss an approved product and is commercializedswoars may make prod
liability claims directly against us and/or our wears (such as Merck, in the event the Option er@sed, with respect to Tcelna), and
partners or others selling these products may seakibution from us if they incur any loss or erpes related to such claims. We
insurance that covers clinical trial activities.eWelieve our current insurance coverage is rebpraequate at this time. However, we
need to increase and expand this coverage as waeoce additional clinical trials, as well as largeale trials, and if any product candida
approved for commercial sale. This insurance nmayptohibitively expensive or may not fully coverrquotential liabilities. Our inability 1
obtain sufficient insurance coverage at an accéptabst or otherwise to protect against potentiadpct liability claims could prevent
inhibit the regulatory approval or commercializatiof products that we or one of our collaboratageadop. Product liability claims could he
a material adverse effect on our business andtsesfibperations. Liability from such claims coddceed our total assets if we do not pre
in any lawsuit brought by a third party allegingtlan injury was caused by one or more of our prtsdu
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Government controls and health care reform measupeaild adversely affect our business.

The business and financial condition of pharmacaltnd biotechnology companies are affected byeffarts of governmental a
third-party payors to contain or reduce the costs oftheare. In the United States and in foreign fligsons, there have been, and we ex
that there will continue to be, a number of ledigaand regulatory proposals aimed at changinch#adth care system. For example, in s
foreign countries, particularly in Europe, the prge of prescription pharmaceuticals is subject twagnmental control. In these countr
pricing negotiations with governmental authorities take considerable time after the receipt oketarg approval for a product candidate
obtain reimbursement or pricing approval in somanties, we may be required to conduct additiohiaical trials that compare the cost-
effectiveness of any product candidate, such ala@ce other available therapies. If reimbursenodrany product candidate such as Tcelr
approved, is unavailable or limited in scope or antan a particular country, or if pricing is sdtumsatisfactory levels, we may be unabl
achieve or sustain profitability in such countip. the United States, the Medicare PrescriptiongDimprovement, and Modernization Acl
2003 (MMA) changed the way Medicare covers and gayspharmaceutical products. The legislation dsthbd Medicare Part D, whi
expanded Medicare coverage for outpatient presenifitrug purchases by the elderly but provided @it for limiting the number of drug
that will be covered in any therapeutic class. MdA also introduced a new reimbursement methodolbgged on average sales price:
physicianadministered drugs. Any negotiated prices for argdpct candidate such as Tcelna, if approved, eavéy a Part D prescripti
drug plan will likely be lower than the prices tmight otherwise be obtained outside of the Medidart D prescription drug plan. Moreo
while Medicare Part D applies only to drug benefis Medicare beneficiaries, private payors oftefioiv Medicare coverage policy a
payment limitations in setting their own paymertesa Any reduction in payment under Medicare Parh&y result in a similar reduction
payments from non-governmental payors.

The United States and several other jurisdictiores @nsidering, or have already enacted, a numbéegislative and regulato
proposals to change the healthcare system in viay<ould affect our ability to sell any produchdalate such as Tcelna, if approved. A
policy-makers and payors in the United States and elsewttesre is significant interest in promoting ches@n healthcare systems with
stated goals of containing healthcare costs, inipgoguality and/or expanding access to healthdar¢he United States, the pharmaceu
industry has been a particular focus of these tsffand has been significantly affected by majorslagve initiatives. There have been,
likely will continue to be, legislative and regudag proposals at the federal and state levels wideat broadening the availability of health:
and containing or lowering the cost of healthc&Ye. cannot predict the initiatives that may be addph the future. The continuing efforts
the government, insurance companies, managed cgemipations and other payors of healthcare sesvioecontain or reduce costs
healthcare may adversely affect: the demand forprogluct candidate such as Tcelna, if approvedatiility to set a price that we believe
fair for any product candidate such as Tcelnapjfraved; our ability to generate revenues and aehie maintain profitability; the level
taxes that we are required to pay; and the avétiabf capital.

In March 2010, the Patient Protection and Afforeal@are Act, as amended by the Health Care and Educaffordability
Reconciliation Act (collectively, the ACA), becantw in the United States. The goal of the ACA isrédluce the cost of healthcare
substantially change the way healthcare is finarfmetdoth governmental and private insurers. The AGdy result in downward pressure
pharmaceutical reimbursement, which could negativadfect market acceptance of any product candidateh as Tcelna, if approv
Provisions of the ACA relevant to the pharmacelticaustry include the following: an annual, nondetible fee on any entity tt
manufactures or imports certain branded prescriglings and biologic agents, apportioned amongethatties according to their market st
in certain government healthcare programs; an &s&rén the rebates a manufacturer must pay undef#dicaid Drug Rebate Progran
23.1% and 13% of the average manufacturer pricérf@nded and generic drugs, respectively; a newiddesl Part D coverage gap discc
program, in which manufacturers must agree to difé% point-ofsale discounts on negotiated prices of applicabdad drugs to eligib
beneficiaries during their coverage gap perioda aondition for the manufactursroutpatient drugs to be covered under Medicare [P,
extension of manufacturertedicaid rebate liability to covered drugs dispehse individuals who are enrolled in Medicaid maeagar
organizations; expansion of eligibility criteriarf™Medicaid programs by, among other things, allgvgtates to offer Medicaid coverage
additional individuals and by adding new mandateligibility categories for certain individuals withcome at or below 133% of the Fed
Poverty Level beginning in 2014, thereby potenjiaticreasing manufacturerdledicaid rebate liability; expansion of the enstieligible fo
discounts under the Public Health Service pharmtaz@pricing program; new requirements under #defal Open Payments program an
implementing regulations; and expansion of heatédhdeaud and abuse laws, including the federald&lkims Act and the federal Anti-
Kickback Statute, new government investigative pevwand enhanced penalties for noncompliance. ditiad, other legislative changes h
been proposed and adopted since the ACA was enddtede changes include aggregate reductions tichtedpayments to providers of uj
2% per fiscal year, which went into effect in ARD13. In January 2013, President Obama signedantéhe American Taxpayer Relief Act
2012, which, among other things, reduced Medicaserents to several types of providers, and incrbtise statute of limitations period for
government to recover overpayments to providens fiioree to five years. These new laws may resuddiitional reductions in Medicare ¢
other healthcare funding.

Another example of reform that could affect ouribass is drug reimportation into the United Stgtes., the reimportation of approv
drugs originally manufactured in the United Stabegk into the United States from other countriesenghthe drugs were sold at loy
prices). Initiatives in this regard could decretise price we or any potential collaborators reediw our product candidates if they are
approved for sale, adversely affecting our futtegenue growth and potential profitability. Moreovéhe pendency or approval of s
proposals could result in a decrease in our stoick jpr adversely affect our ability to raise capdr to obtain strategic partnerships or licen
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Risks Related to Our Securities

There is currently a limited market for our secuids, and any trading market that exists in our seities may be highly illiquid and may n
reflect the underlying value of our net assets ardiness prospects.

Although our common stock is traded on the NASDAgpital Market, there is currently a limited markat our securities and there «
be no assurance that an active market will eveeldgv Investors are cautioned not to rely on thesbility that an active trading market n
develop.

Our stock may be delisted from NASDAQ, which coalffect its market price and liquidity.

We are required to meet certain qualitative andrfaial tests (including a minimum stockholdezguity requirement of $2.5 million a
bid price for our common stock of $1.00 per shaee)maintain the listing of our common stock on tHASDAQ Capital Market. Ot
stockholders’ equity of $1,341,611 as of June ¥1,32was below the minimum stockholdeesjuity of $2.5 million required by NASDAQ
maintain compliance. However, on August 13, 2018 raised gross proceeds of $18 million throughstile of shares of our common stoc
an underwritten public offering, or net proceedsapproximately $16.2 million after deducting undeting discounts and commissions
offering expenses, and the proceeds of such salkasés of our common stock enabled us to attaimeifjuired level of stockholdersguity tc
maintain compliance. While we are exercising ditigefforts to maintain the listing of our commomak on NASDAQ, there can be
assurance that we will be able to maintain compganith the stockholder’s equity standard in thieife.

We previously received a staff deficiency lettesnfr NASDAQ on November 26, 2012 notifying us thad stockholdersequity o
$2,339,285 as reported in our Quarterly Report ommF10-Q for the period ended September 30, 2012hetow the minimum stockholders’
equity of $2.5 million required for continued lisg on NASDAQ. We were provided 45 calendar daysmil January 10, 2013, to subm
plan to regain compliance with the minimum stockleot’ equity standard. We submitted such a plan anéé accepted, with NASDAQ th
granting us an extension until May 15, 2013 to emize compliance with the minimum stockholderuity standard. Upon executing the
we attained the necessary stockholdeggiity level and subsequently received notice fINMWEDAQ that we had regained compliance with
listing standard and the matter was closed in Ma32

It is also possible that we could fail to satishother NASDAQ requirement for continued listingaafr stock, such as the minimum
price, the market value or number of publicly helthres or number of shareholders, or a corporatergance requirement. For exam
during 2010 and 2011, the trading price of our camratock was minimally above $1.00 per share forage periods of time, and our stc
closed below $1.00 per share from December 20TLigr part of December 2012. In February 2012, weived a staff deficiency letter frc
NASDAQ indicating that our common stock failed tongply with the minimum bid price requirement beautstraded below the $1.
minimum closing bid price for 30 consecutive trafdohays, and after an initial and an extended gpac®d, and implementation of a one-for
four reverse stock split of our common stock onddaber 14, 2012, we regained compliance with the@minimum closing bid price listii
standard and NASDAQ notified us that the matter @lased in January 2013. However, there can ba&ssarance that the closing bid pric
our common stock will continue to stay above thaimum continued listing standard.

We may receive additional future notices from NASD#hat we have failed to meet its requirements,@odeedings to delist our stc
could be commenced. In such event, NASDAQ rulesfiars to appeal any delisting determination toASRAQ Hearings Panel. If we ¢
unable to maintain or regain compliance in a timmlgnner and our common stock is delisted, it cda@dmore difficult to buy or sell o
common stock and obtain accurate quotations, an@ribe of our stock could suffer a material dezlibDelisting may also impair our ability
raise capital.

Our share price is volatile, and you may not be albd resell our shares at a profit or at all.
The market prices for securities of biopharmaceaultind biotechnology companies, and eathge drug discovery and developn
companies like us in particular, have historicégen highly volatile and may continue to be higtdiatile in the future. The following facto

in addition to other risk factors described in théxtion, may have a significant impact on the retapkice of our common stock:

e the development status of any drug candidates, as Tcelna, including clinical study results determinations by regulatory
authorities with respect there!

e the initiation, termination, or reduction in teeope of any collaboration arrangements (such eaaements involving Merck and the
Option Agreement, including a decision by Merclex@rcise or not exercise the Option) or any dispatedevelopments regarding
such collaboration:
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e announcements of technological innovations, nemroercial products or other material events byammpetitors or us;
e disputes or other developments concerning oysrpgtary rights;

e changes in, or failure to meet, securities anslys investors’ expectations of our financial feemance;

e additions or departures of key personnel;

e discussions of our business, products, finampaaiormance, prospects or stock price by the firsnd scientific press and online
investor communities

e public concern as to, and legislative action wébpect to, the pricing and availability of pré@stion drugs or the safety of drugs and
drug delivery technique:

e regulatory developments in the United Statesiariidreign countries; or

o dilutive effects of sales of shares of commorlstay us or our shareholders, including Lincolnk?and sales of common stock
acquired upon exercise or conversion by the holoewsarrants, options or convertible not

Broad market and industry factors, as well as esoo@nd political factors, also may materially achady affect the market price of «
common stock.

We may be or become the target of securities lifigia, which is costly 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 class action litigati If the market value of our securities expereeradverse fluctuations and we bec
involved in this type of litigation, regardless thie outcome, we could incur substantial legal cast$ our managementattention could t
diverted from the operation of our business, causimr business to suffer.

Our “blank check” preferred stock could be issued to prevent a busse&ombination not desired by management or our omiy
shareholders

Our charter authorizes the issuance of “blank checé&ferred stock with such designations, rights prederences as may be determ
by our Board of Directors without shareholder appio Our preferred stock could be utilized as ahoé of discouraging, delaying,
preventing a change in our control and as a metfigoteventing shareholders from receiving a premfantheir shares in connection wit
change of control.

Future sales of our common stock in the public matkcould lower our stock price.

In July 2012, we closed a private offering consigtof convertible secured notes and warrants teah@ase common stock wh
generated approximately $4.1 million in gross peslse of which notes in the aggregate principal arhaf $900,000 were converted i
shares of Series A convertible preferred stock ihin turn, were converted into an aggregate of, 288 shares of common stock.
remaining notes were converted into an aggregate, t4,697 shares of common stock at $1.91 persbarSeptember 24, 2013. Fi
November 2012 through January 2013, we sold aneggtg of 390,000 shares to Lincoln Park pursuatited&1.5 million purchase agreen
and issued an additional 56,507 shares as inibiangitment shares and 3,585 shares as additionamiamnt shares. In January 2013,
issued $650,000 principal amount of unsecured atible promissory notes of which $100,000 was cetecinto 77,034 shares of comn
stock at $1.298125 per share during February 2@iti3tlee remaining $550,000 of principal amount @esrued interest was repaid dul
February 2013. Purchasers of such notes alsoveztéiveyear warrants to acquire an aggregate of 243,7&feslof our common stock at
exercise price of $1.24 per share. Pursuant toles Segreement executed on September 6, 2012 witis&n Patrick Securities Corporat
acting as sales agent in an “at-the-marketigram, in February 2013, we sold an aggregatdf618 shares of our common stock for ¢
proceeds of $536,417. On February 11, 2013, weedlos an offering of 1,083,334 shares of commocokstmd warrants to purchase 541,
shares of common stock for gross proceeds of $3lllbn, or net proceeds of approximately $3.0 moill after deducting commissions
offering expenses. On August 13, 2013, we closedffaming of 12 million shares of common stock fposs proceeds of $18 million, or
proceeds of approximately $16.2 million after deathgs underwriting discounts and commissions aneraffy expensesand we granted tl
underwriters a 30-day option to purchase up todditianal 1.8 million shares of common stock to eowverallotments. During Septemt
2013, the underwriters of the August 2013 undetemipublic offering exercised the ovalfetment option granted to them which resultethi
issuance of an additional 900,000 shares of comsimek for gross proceeds of $1.35 million, or netcpeds of approximately $1.2 milli
after deducting underwriting discounts and commissiand offering expenses. On December 23, 20&3;lesed an offering of 4,738,C
shares of common stock, including the full exeraidethe overallotment option granted to the underwriters, rajsgross proceeds
$8.1 million or net proceeds of approximately $milion after deducting the underwriting discouatsd commission and offering expenses.
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Sales of a substantial number of additional shef@sir common stock in the public market could eatle market price of our comn
stock to decline. An aggregate of 27,546,058 shafeeommon stock were outstanding as of Februdn2@14. As of such date, anothe
1,162,449 shares of common stock were issuable epertise of outstanding options and (ii) 3,069,848res of common stock were issu
upon the exercise of outstanding warrants.

A substantial majority of the outstanding shareswfcommon stock are freely tradable without festm or further registration unc
the Securities Act of 1933. We may sell additioslahres of common stock, as well as securitieseartible into or exercisable for comn
stock, in subsequent public or private offeringge may also issue additional shares of common stxckvell as securities convertible int
exercisable for common stock, to finance futureugitions. Among other requirements, we will néedaise significant additional capital
order to complete the Phase llb clinical study oélfia in SPMS, and this may require us to issugbatantial amount of securities (includ
common stock as well as securities convertible antexercisable for common stock). There can bagssurance that our capital raising efi
will be able to attract the capital needed to et®an our business plan and sustain our operatidoscover, we cannot predict the size
future issuances of our common stock, as well aarits convertible into or exercisable for comnstack, or the effect, if any, that futi
issuances and sales of our securities will havéhermarket price of our common stock. Sales otrtiial amounts of our common stock
well as securities convertible into or exercisablecommon stock, including shares issued in cotioeavith an acquisition or securing fut
to complete our clinical trial plans, or the peribep that such sales could occur, may adversebcaffrevailing market prices for our comn
stock.

The sale or issuance of our common stock to Lincdkark may cause dilution and the sale of the shamfscommon stock acquired
Lincoln Park, or the perception that such sales magcur, could cause the price of our common stookaill.

Under the $1.5 million purchase agreement and $@liton purchase agreement with Lincoln Park, wayndirect Lincoln Park 1
purchase up to $16.5 million of shares of commonlstsubject to certain limitations and conditiooger a 30month period. We have sold
aggregate of 390,000 shares to date under thendillidn purchase agreement. Additionally, we igsléncoln Park 56,507 shares of comr
stock as initial commitment shares and have issuedggregate of 3,585 additional commitment shaued,may in the future issue up tc
additional 109,428 shares of common stock as aaditicommitment shares, as a fee for its commitrteepurchase the shares under the
million purchase agreement and the $15.0 millionchase agreement. The number of shares ultimafédyed for sale by Lincoln Park
dependent upon the number of shares purchasednoplhi Park under the purchase agreements. Depeodinmarket liquidity at the tim
sales of shares we issue to Lincoln Park may ctgstading price of our common stock to decline.

Subject to certain conditions, we generally haweright to control the timing and amount of anyesabf our shares to Lincoln Pe
except that, pursuant to the terms of our agreesneith Lincoln Park, we would be unable to sellrglsao Lincoln Park if and when the mau
price of our common stock is below $1.00 per sluaré Lincoln Park would own more than 4.99% of @mammon stock for stock sold tc
under the $1.5 million purchase agreement or 9.89%ur common stock for stock sold to it under #1&.0 million purchase agreement.
purchase price for the shares that we may sellingdln Park will fluctuate based on the price off mmmmon stock and other fact
determined by us. As such, Lincoln Park may ultetyapurchase all, some or none of the shares o€ommon stock issuable pursuant tc
purchase agreements after the date hereof and tdfies acquired shares, Lincoln Park may sellsaline or none of those shares. There
sales to Lincoln Park by us pursuant to either athlof the purchase agreements could result intantial dilution to the interests of otl
holders of our common stock. Additionally, theesaf a substantial number of shares of our commmekgo Lincoln Park, or the anticipati
of such sales, could cause the trading price otoormon stock to decline and could make it morgcdif for us to sell equity or equityelatec
securities in the future.

We presently do not intend to pay cash dividendsoan common stock.

We currently anticipate that no cash dividends bélpaid on the common stock in the foreseeabledutWhile our dividend policy w
be based on the operating results and capital refetie business, it is anticipated that all eagajnf any, will be retained to finance the ful
expansion of our business.

Our shareholders may experience substantial dilutim the value of their investment if we issue atidhal shares of our capital stock.

Our charter allows us to issue up to 100,000,0@0exhof our common stock and to issue and desiginateghts of, without shareholt
approval, up to 10,000,000 shares of preferredkstéit order to raise additional capital, we maythe future offer additional shares of
common stock or other securities convertible int@xchangeable for our common stock at prices it not be the same as the price
share paid by other investors, and dilution toshareholders could result. We may sell shareshar @ecurities in any other offering at a p
per share that is less than the price per shatelyeinvestors, and investors purchasing shareshar securities in the future could have ri
superior to existing shareholders. The price fre at which we sell additional shares of our camratock, or securities convertible
exchangeable into common stock, in future transastmay be higher or lower than the price per spaie by other investors.
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We may issue debt and equity securities or seasittonvertible into equity securities, any of whiotay be senior to our common stock a:
distributions and in liquidation, which could negately affect the value of our common stock.

In the future, we may attempt to increase our ehpésources by entering into debt or digte-financing that is unsecured or secure
up to all of our assets, or by issuing additionabtdor equity securities, which could include igges of secured or unsecured comme
paper, mediumerm notes, senior notes, subordinated notes, giems, preferred stock, hybrid securities, or sgesrconvertible into ¢
exchangeable for equity securities. In the evérdgup liquidation, our lenders and holders of oebtdand preferred securities would rec
distributions of our available assets before distibns to the holders of our common stock. Beeamsr decision to incur debt and is
securities in future offerings may be influencedrbgirket conditions and other factors beyond outrobnwe cannot predict or estimate
amount, timing or nature of our future offeringsdebt financings. Further, market conditions caelguire us to accept less favorable term
the issuance of our securities in the future.

Our management has significant flexibility in usingur current available cash.

In addition to general corporate purposes (inclgdirorking capital, research and development andadip@al purposes), we currer
intend to use our available cash to continue ogioorg Phase Ilb clinical study of Tcelna in SPMBhe Phase llb clinical study is expecte
complete enrollment of 180 patients in the secomaktgr of 2014, with the resulting top-line datpested to be available in m2B16. Ou
existing resources are not adequate to permit asrtplete such study. We will need to secure Bt additional resources to complete
trial and support our operations during the penderfithe trial.

Depending on future developments and circumstanveesnay use some of our available cash for othepgaes which may have 1
potential to decrease the forecasted cash runiaywithstanding our current intention to use ouaitable cash for further clinical studies
Tcelna, our management will have significant fléit§pin using our current available cash. Theumttamounts and timing of expenditures
vary significantly depending on a number of factdngluding the amount and timing of cash used un operations and our research
development efforts. Managemenfailure to use these funds effectively would haweadverse effect on the value of our common stoc
could make it more difficult and costly to raiseéls in the future.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties.

Our 10,200 square foot facility is located on thaeees at 2635 Technology Forest Boulevard in Tledands, Texas. This locat
provides space for research and development andfawuaring capacity for clinical trials; a spectad Flow Cytometry and Microscopy |.
support of clinical trials with 800 square feetc@MP manufacturing suites; Quality Systems managémviéh a Quality Control Laboratol
Regulatory Affairs, and Quality Assurance; as veslladministrative support space. Approximately @ &juare feet of space remains avail
for future buildout. We lease the facility for a term ending in 204ith two options for an additional five years lkat the then prevailir
market rate.

Item 3. Legal Proceedings

We are not currently a party to any material lggyakteedings.

Item 4. Mine Safety Disclosures

Not applicable.
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities
Market Information and Holders

Our common stock is traded on the NASDAQ Capitarida under the symbol “OPXA.Our common stock has, from time to til
traded on a limited, sporadic and volatile basis.

The table below shows the high and low sales pfimesur common stock for the periods indicatedregmorted by NASDAQ.

Price Ranges

High Low

Fiscal Year Ended December 31, 201

First Quarte! $ 46C $ 2.8(
Second Quarte 3.04 1.21
Third Quartel 3.4¢ 1.1¢
Fourth Quarte 3.3¢€ 1.0%
Fiscal Year Ended December 31, 2013

First Quarte! $ 51¢ $ 1.0¢
Second Quarte 2.44 1.44
Third Quartel 3.7C 1.2t
Fourth Quarte 2.5¢ 1.6

The closing price of our common stock on February2D14 was $1.77 per share, and there were appatedy 200 holders of record
our common stock. This number does not includeettidders for whom shares were held in “nomineg'street name.”

Dividends

We have never declared or paid any cash dividendsuo common stock and we do not intend to pay dastlends in the foreseea
future. We currently expect to retain any futureng&ys to fund the operation and expansion of augiress.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table sets forth information, as oéd@mber 31, 2013, with respect to our compensatems under which common st
is authorized for issuance, which consist of out®8tock Incentive Plan and its predecessor, aue 2004 Compensatory Stock Option F
We believe that the exercise price for all of tipgians granted under these plans reflect at |62B¥lof fair market value on the dates of g
for the options at issue.

Equity Compensation Plan Information

Number of
Securities
Remaining
Available for
Future Issuance
Under Equity
Number of Securities Weighted Average Compensation
to be Issued Upon Exercise Price of Plans (Excluding

Exercise of Outstanding Securities
Outstanding Options, Options, Warrants  Reflected in
Warrants and Rights and Rights Column A)
Plan Category (A) (B) (C)
Equity Compensation Plans Approved by Stockhol 1,162,44" $ 4.3(C 2,897,201
Equity Compensation Plans Not Approved by Stockéidd — — —
Total 1,162,44" $ 4.3C 2,897,201

Refer to Note 15 “Options and Warranta”the Notes to our financial statements for ttsedl year ended December 31, 2013, incl
elsewhere in the annual report for a descriptioourf2010 Stock Incentive Plan and 2004 Compeng&tack Option Plan.
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Recent Sales of Unregistered Securities and EquiBurchases by Company
None.
Item 6. Selected Financial Data
Not applicable.
Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion of our financial conditiamd results of operations should be read in cocjiom with the accompanyi
financial statements and the related footnotesetee

Organizational Overview

We are a developmentage company and have a limited operating his®©uy. predecessor company for financial reportingppse
was formed on January 22, 2003 to acquire rightstadult stem cell technology. In November 2004aaguired Opexa Pharmaceuticals,
and its MS treatment technology. Currently we renfacused on developing ourcell technology for MS. To date, we have not geteetan
commercial revenues from operations.

Critical Accounting Policies

Our discussion and analysis of our financial caaditand results of operations is based on our &izdrstatements, which have b
prepared in accordance with accounting principkesegally accepted in the U.S. The preparation e$e¢hfinancial statements requires
make estimates and judgments that affect the regph@rnounts of assets, liabilities and expenseshbd¥e our estimates on historical experi
and on various other assumptions that we believieetoeasonable under the circumstances, the resfultdhich form the basis for maki
judgments about the carrying values of assetsiahiities that are not readily apparent from otbeurces. Actual results may differ from tr
estimates under different assumptions or conditigvis believe the following critical accounting pmdis affect our most significant judgme
and estimates used in preparation of our finarste&tbments.

Stock-Based CompensationOn January 1, 2006, we adopted the provisions périgial Accounting Standards Board (“FASB”
Accounting Standards Codification (*“ASC718 which establishes accounting for equity insgnta exchanged for employee service.
utilize the BlackScholes option pricing model to estimate the failue of employee stock based compensation at ttee afagrant, whic
requires the input of highly subjective assumptjansluding expected volatility and expected li&hanges in these inputs and assumption
materially affect the measure of estimated faiugabf our shardased compensation. These assumptions are subjectigenerally requi
significant analysis and judgment to develop. Wiestimating fair value, some of the assumptions bl based on, or determined fr
external data and other assumptions may be defieed our historical experience with stoblased payment arrangements. The appro
weight to place on historical experience is a mattgudgment, based on relevant facts and circantss.

We estimated volatility by considering historicedck volatility. We have opted to use the simptifimethod for estimating the expec
term of stock options equal to the midpoint betwienvesting period and the contractual term.

Research and DevelopmentThe costs of materials and equipment or facilitieast are acquired or constructed for researct
development activities and that have alternativeruuses are capitalized as tangible assets wtmrirad or constructed. The cost of s
materials consumed in research and developmentitasiand the depreciation of such equipment ailifees used in those activities i
research and development costs. However, the obststerials, equipment, or facilities acquiredconstructed for research and developt
activities that have no alternative future usescaresidered research and development costs arekpeased at the time the costs are incurred

Results of Operations
Comparison of Year Ended December 31, 2013 with théear Ended December 31, 2012

Net Sales.Revenue of $1,266,611 related to the $5 millionramf payment from Merck in connection with the @ptiand Licens
Agreement was recognized for the year ended Decethe2013. We recorded no commercial revenueshferyear ended December
2012.

Research and Development ExpenseResearch and development expenses were $9,18100%0efyear ended December 31, 2
compared to $6,318,476 for the year ended DeceBihe2012. The increase in expenses was primarigy tduncreases in staff to cond
increased development activities, the procuremedtwse of supplies used in both our laboratory predluct manufacturing operations,
engagement of consultants and the costs of sulpjadicipation in our Phase llb clinical study, fd@s costs, legal costs and st
compensation expense, and was partially offset bg@ease in costs associated with the trainingcamdification activities preceding t
commencement of the clinical trial in the seconlfl 682012. We have made and expect to continumad&e substantial investments in rese
and development in order to develop and marketemimology. We expense research and developmetsta®icurred. Acquired research
development that has no alternative future usepemsed when acquired. Property, plant and equipfoemesearch and development that
an alternative future use is capitalized and tteged depreciation is expensed.
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General and Administrative ExpensesOur general and administrative expenses were $3690or the year ended Decembet
2013, compared to $2,508,541 for the year endecember 31, 2012. The increase in expense is duentodest increase in employee:
support the ongoing clinical trial, an increaseamsultants and other costs to support businessafmwent and investor relations activities
increases in NASDAQ listing fees, legal and stogkipensation expenses.

Depreciation and Amortization Expenses Depreciation and amortization expenses were $335for the year ended December
2013, compared to $303,677 for the year ended DieeeBi, 2012. The increase in expense is duecteases in depreciation for laborai
and manufacturing equipment acquired during 2012 2013, leasehold improvements during 2013 andvsof obtained during 2012
support increased development activities.

Interest Expense.Interest expense was $2,267,302 for the year ebdegmber 31, 2013, compared to $350,300 for the gede:
December 31, 2012. The increase in interest expenas primarily related to the amortized debt distaand interest on both the July 2
convertible secured promissory notes and the JarR@t3 convertible promissory notes and the amatitn of the financing fees over
terms of the notes. Interest expense for the grded December 31, 2012 related to the amortizbtddigcount and interest on the July 2
convertible secured promissory notes was for argixth period ended December 31, 2012.

Interest Income. Interest income was $14,985 for the year ended bee 31, 2013, compared to $280 for the year ebamgmber 3:
2012.

Loss on Extinguishment of DebtLoss on extinguishment of debt was $2,518,912Herytear ended December 31, 2013. The lo
extinguishment of debt for the year ended Decemdier2013 was related to the conversion of the meimgiJuly 2012 convertible secu
promissory notes on September 24, 2013 at the agdecmhversion price. We recorded no loss on exishgoent of debt for the year ent
December 31, 2012.

Net Loss.We had a net loss for the year ended December03B, @f $16,656,325, or $1.25 per share (basic doteéd), compared wi
a net loss of $8,930,833, or $1.54 per share (lzaslcdiluted), for the year ended December 31, 201 increase in net loss is primarily
to increases in research and development, genatadministrative, depreciation and interest exegmrsd loss on extinguishment of debt.

Liquidity and Capital Resources

Historically, we have financed our operations pritgedrom the sale of debt and equity securities.@ December 31, 2013, we had ¢
and cash equivalents of $23,644,542. Our finaneictivities generated approximately $28.4 milliom foe year ended December 31, 2i
compared to approximately $4.0 million for the yeaded December 31, 2012. The cash generated B1\284 proceeds from underwrit
public offerings of shares of our common stock,cpexs from a registered direct offering of shafesuo common stock, proceeds from s
of shares of our common stock to Lincoln Park Gdgtund, LLC (“Lincoln Park”)proceeds from sales of shares of our common stodk:
an “at-the-market” ATM) facility, proceeds from a January 2013 coniNet secured note financing, the release of fundsst previously he
in a controlled account and from an upfront payneceived pursuant to an option granted to accairexclusive, worldwide (excludi
Japan) license to our Tcelna program for the treatrof MS, as discussed below.

On November 2, 2012, we entered into a $15.0 milparchase agreement and registration rights agneermand on November 5, 20
we entered into a $1.5 million purchase agreemesth with Lincoln Park pursuant to which we have tight to sell to Lincoln Park .
aggregate of up to $16.5 million in shares of mmmon stock, subject to certain conditions andthtions. Under the terms and subject tc
conditions of the purchase agreements, Lincoln Badbligated to purchase up to an aggregate of5$dfilion in shares of common stc
(subject to certain limitations) from time to tinoeer a 30month period. We may direct Lincoln Park, at oalesdiscretion and subject
certain conditions, to purchase up to 100,000 shafecommon stock in regular purchases, increatingmounts of up to 300,000 shs
depending upon the closing sale price of our commimek. In addition, we may direct Lincoln Park garchase additional amounts
accelerated purchases. The purchase price ofssbhommmon stock related to the future funding & based on the prevailing market pr
of such shares at the time of sales (or over agenf up to 12 business days leading up to such)titut in no event will shares be soli
Lincoln Park on a day the common stock closingepigcless than the adjusted minimum floor pricédf00. During January 2013, we ¢
125,000 shares of our common stock to Lincoln Farlgross proceeds of $142,400 under the $1.5aoniliurchase agreement, bringing
total sold to date to 390,000 shares of commonksfocr gross proceeds of $523,709. As of Decemier 2913, we have a remain
commitment amount of $15,976,291 available to vsuph Lincoln Park purchase agreements. Howelreretcan be no assurance that we
be able to receive any or all of the additionaldsirfrom Lincoln Park because the purchase agresnwmttain limitations, restrictior
requirements, events of default and other provssitiat could limit our ability to cause Lincoln Rdao buy common stock from us, includ
the requirement to keep current the prospectusidied as part of the Form ISregistration statement relating to the $15.0iamillpurchas
agreement (which is not current as of this date).
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During January 2013, we closed a private offerihgreisecured convertible promissory notes and Sdrigarrants to purchase comr
stock which generated $650,000 in gross proceddshich we repaid $550,000 principal amount andvested $100,000 to 77,034 share
our common stock during February 2013.

Pursuant to a waiver executed in February 2013hkbyhblders of in excess of two-thirds (88%) of the principal amount of t
outstanding July 2012 convertible promissory naied accepted by Opexa, the original amount of #sh subject to the deposit con
agreement was reduced from $1 million to $500,0B0rsuant to the July 2012 Note Amendment and absexjuent conversion of -
remaining outstanding July 2012 Notes into an aggpes of 1,714,697 shares of common stock on Semie@h 2013, the deposit con
agreement was effectively terminated and the remgiamount of the cash subject to the deposit cbagreement was reduced to $0.

In February 2013, we entered into an Option aneéhse Agreement with Ares Trading SA (“Merckd,wholly owned subsidiary
Merck Serono S.A. Pursuant to the agreement, Mieaskan option (the “Optiontp acquire an exclusive, worldwide (excluding Jggaenst
of our Tcelna program for the treatment of MS. Thgtion may be exercised by Merck prior to or umam completion of the Phase
trial. Under the terms of the agreement, we rezbian upfront payment of $5 million for granting @ ption. If the Option is exercised, Me
would pay us an upfront license fee of $25 milliorless Merck is unable to advance directly intchade Il clinical trial of Tcelna for SPA
without a further Phase Il clinical trial (as detémed by Merck), in which event the upfront licerise would be $15 million. After exercisi
the Option, Merck would be solely responsible ionding development, regulatory and commercialiratiotivities for Tcelna in MS, althou
we would retain an option to dond certain development in exchange for increasgdlty rates. We would also retain rights to heelr
Japan, certain rights with respect to the manufaatfiTcelna, and rights outside of MS.

Also during February 2013, we sold an aggregate63@;618 shares of our common stock, for gross pasef $536,417, pursuant t
sales agreement entered into with Brinson Patretufties Corporation in September 2012 in connactith the implementation of an “at-
the-market"offering program. Pursuant to the sales agreementnay sell shares of our common stock directly the open market from tir
to time depending upon market demand, through @lessagent, in transactions deemed to be an “antrket” (“ATM”) offering as defined
Rule 415 of the Securities Act of 1933. We regeddeup to 1,000,000 shares of our common stockdtential sale under this program. A
December 31, 2013, 167,618 shares had been sol83h882 shares remain available for future sateuthe ATM facility, subject to o
keeping current the sales agreement and the redffexihg prospectus.

In February 2013, we closed an offering of 1,083,88ares of common stock and warrants to purchéb®&8 shares of common st
for gross proceeds of $3.25 million, or net proseefdapproximately $3.0 million after deducting aamsions and offering expenses.

We closed an offering in August 2013 of 12 millishares of common stock for gross proceeds of $18mior net proceeds
approximately $16.2 million after deducting undedtimg discounts and commissions and offering expendDuring September 2013,
underwriters of the August 2013 underwritten publifering exercised the ovediotment option granted to them which resultedhia sale ¢
900,000 shares of our common stock for gross pdsced $1.4 million, or net proceeds of approximat8ll.2 million after deductir
underwriting discounts and commissions and offeergenses.

In December 2013, we closed an offering of 4,738 88ares of common stock, including the full exegadf the ovesllotment optio
granted to the underwriters, raising gross proceéd@pproximately $8.1 million or net proceeds ppeoximately $7.3 million after deducti
the underwriting discounts and commission and offeexpenses.

Our operating cash burn rate, excluding costs &sacwith financing activities during 2013, waspeagximately $1.0 million pe
month. Significant activities in the conduct o&tAbili-T clinical trial are expected to result in subsi@nincreases in our monthly operat
cash burn during 2014. We believe that with thecpeds from the public offerings and sales of mmmon stock in 2013, as well as
conversion into common stock during February anpteeber 2013 of the remaining July 2012 convertg@eured promissory notes in
aggregate principal amount of $4.085 million orajip payable on July 25, 2014, we have sufficiequitlity to support our current clinic
activities for the AbiliT trial and general operations to sustain the Camp@and support such trial into the fourth quarteP@15. Any othe
costs, however, such as costs associated withipgradditional disease indications for ouc@H technology or other research or developi
programs, would of course shorten this period.

We currently intend to use our available cash twdfgeneral corporate purposes (including workingitag business development
operational purposes) and continue the ongoingiAbdlinical study. The AbiliT clinical study is expected to complete enrollmehtl8(
patients in the second quarter of 2014, with treilting top-line data expected to be available id-8016. Our existing resources are
adequate to permit us to complete such study. Weeneed to secure significant additional capitalcmmplete the trial and support
operations during the pendency of the trial. Ifave unable to obtain additional funding for openagi beyond the projected runway, we wil
forced to suspend or terminate our current ongolimical trial for Tcelna, which may require usrtwdify our current business plan and cu
various aspects of our operations, as well as imefe significant cost-reduction measures or paéinttease operations.

Given our need for substantial amounts of capitaidamplete the AbiliF clinical study and potentially other clinical gmams, we intend
continue to explore potential opportunities anctralatives to obtain the significant additional rgses, including one or more additic
financing transactions, that will be necessary dmpglete the AbiliT study and to support our operations and potéyntaher research a
development programs during the pendency of sualfystThere can be no assurance that any suchcfirgsor potential opportunities ¢
alternatives can be consummated on acceptable,tératsll.
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If Merck does not exercise the Option and acquiesexclusive, worldwide (excluding Japan) licenseur Tcelna program for MS, ot
we are not successful in attracting another paramel entering into a collaboration on acceptabtenge we may not be able to comp
development of or commercialize any product cartdidecluding Tcelna. In particular, we may be hieato undertake, or complete, i
Phase Il clinical study of Tcelna in SPMS, assugrtime results of the Abili- Phase llb study warrant such a further studysuch event, o
ability to generate revenues and achieve or suptaifitability would be significantly hindered amee may not be able to continue operatior
proposed, requiring us to modify our business ptartail various aspects of our operations or cepsgations.

We do not maintain any external lines of creditodt we need any additional capital in the futuegdnd the purchase agreements
Lincoln Park and our at-the-market program, managemwill be reliant upon “best effortddebt or equity financings. As our prospects
funding, if any, develop during the fiscal year, wal assess our business plan and make adjustnausrdingly. Although we ha
successfully funded our operations to date by @tirg additional investors in our equity and debtwgities, there is no assurance thal
capital raising efforts will be able to attract daohal necessary capital for our operations inftitare.

Assuming we are able to achieve financing whiclsufficient to continue the AbilFF study in North America and to support
operations during the pendency of such study, \eeatso able to concurrently manage a pivotal Phihgdinical study in RRMS in Nort
America in our present facility. Any such RRMS sasg] however, would also depend upon the avaitgtoh sufficient resources or a strate
partnering commitment.

Off-Balance Sheet Arrangements

None.

Inflation

We believe that inflation has not had a materiglast on our results of operations for the two yesded December 31, 2013 and 2
since inflation rates have generally remained &tixely low levels and our operations are not othise uniquely affected by inflatit
concerns.

Recently Issued Accounting Pronouncements

On July 1, 2009, the FASB officially launched th&SB Accounting Standards Codification, which hasdme the single official sour
of authoritative, nongovernmental U.S. Generallycéygted Accounting Principles, in addition to guidanssued by the Securities .
Exchange Commission. The codification supersedgsial FASB, AICPA, EITF, and related literatufEhe codification, which is effective 1
interim and annual periods ending after SeptembeQ09, is organized into approximately 90 accimgntopics. The FASB no longer iss
new standards in the form of Statements, FASB SPaffitions, or Emerging Issues Task Force Abstrdottead, amendments to
codification are made by issuing “Accounting StadddJpdates.”

There were various other accounting standards redpiretations issued during 2013 and 2012, nonghi¢h are expected to hav
material impact on our financial position, operati@r cash flows.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk.
Not applicable.
Item 8. Financial Statements and Supplementary Date

The financial statements and notes thereto andlemgntary data required by this Item are presebtmginning on page E-of this
annual report on Form 10-K.

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure

None.
Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

In accordance with Exchange Act Rules 13a-15 and1®, we carried out an evaluation, under the supienviand with the participati
of management, including our Chief Executive Offi@nd Chief Financial Officer, of the effectivenest our disclosure controls a
procedures as of the end of the period coveredhisyr¢port. Based on that evaluation, our Chiefdatige Officer and Chief Financial Offic

concluded that our disclosure controls and proesiurere effective as of December 31, 2013 in emghls to record, process, summarize
report information required to be included in oeripdic SEC filings within the required time period
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Management’s Report on Internal Control over Finangal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such term is defir
in Exchange Act Rules 13a-15(f) and 1B8(f). Under the supervision and with the partitiga of our management, including our ClI
Executive Officer and Chief Financial Officer, wentlucted an evaluation of the effectiveness ofiot@rnal control over financial reporti
based on the framework internal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatminthe Treadwa
Commission (COSO).

Based on our evaluation under the frameworlknternal Control—Integrated Framewoiksued by COSO, our management concl
that our internal control over financial reportimgas effective as of December 31, 2013 in providiagsonable assurance regarding
reliability of financial reporting and the prepacai of financial statements for external purposesaccordance with generally accej
accounting principles.

This annual report does not include an attestatport of our registered public accounting firmagdjng internal control over financ
reporting. Managemerst'report was not subject to attestation by ourstegéd public accounting firm pursuant to ruleshef SEC that pern
us to provide only management’s report in this ahneport.

Changes in Internal Control over Financial Reportirg

There was no change in internal control over filgneporting (as such term is defined in ExchaAgeRules 13a-15(f) and 15t5(f))
during our fourth fiscal quarter that has mateyiaffected, or is reasonably likely to materiallffeat, our internal control over financ
reporting.
tem 9B. Other Information.

None.
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PART Il
Item 10. Directors, Executive Officers and Corporate Governace.
Executive Officers

Our executive officers are elected by the BoarDioéctors and serve at the discretion of the Bo@xa. executive officers are as follo\

Name Age Position

Neil K. Warma 51 President, Chief Executive Officer and Direc
Karthik Radhakrishna 43 Chief Financial Office

Donna R. Rill 60 Chief Development Office

Biographical information for our executive officassset forth below:

Neil K. Warma has served as President and Chief Executive Officere June 2008 and as a Director since Septepld®. He als
previously served as our Acting Chief Financiali@ff from March 2009 to August 2012. From July 2@64September 2007, Mr. War
served as president and chief executive officafiadn Therapeutics Inc., a privateheld clinical stage biopharmaceutical company. F2O®(
to 2003 Mr. Warma was cimunder and president of MedExact USA, Inc., aeimét company providing clinical information andhsees tc
physicians and pharmaceutical companies. From 1892000, Mr. Warma held senior positions of inciegsresponsibility at Novart
Pharmaceuticals (previously Cilizeigy Ltd.) at its corporate headquarters in BaSelitzerland. While at Novartis, Mr. Warma servexitia
Head of International Pharma Policy & Advocacy andsenior management within global marketing whieeeworked on the internatiol
launch of a gastrointestinal product. Mr. Warmaagi#d an honors degree specializing in Neurosciémooe the University of Toronto and
International M.B.A. from the Schulich School of Megement at York University in Toronto. As our Rdest and Chief Executive Offici
Mr. Warma is directly involved in all aspects ofrapperations. He has extensive experience in catpdiusiness development within
biopharmaceutical industry, in addition to execetigadership and management experience.

Karthik Radhakrishnan has served as Chief Financial Officer since Mar@h3 Prior to joining Opexa, Mr. Radhakrishnan wass
recently a Vice President at ING Investment Manag@nin New York. While at ING from 2007 to 2012, Wwas responsible for healthc
investments in the small & smatlid cap core/growth products that are part of thumdamental Equity product line. Previously,
Radhakrishnan was the senior analyst at Eagle Adaetigement from 2005 to 2007, responsible fordaap growth healthcare, and he se
in various analyst positions including Senior Arslgt The Dow Chemical Company where he worked 2002 to 2005. Mr. Radhakrishr
served as a member of the Board of Trustees atsCawandation, a noprofit organization serving the Congenital Adreiilperplasii
community, from 2008 to 2011. Mr. Radhakrishnaa SFA charter holder and has an MBA degree fromuhieersity of Michigan, a Maste
in Engineering from the State University of New K@nd a Bachelor's degree from the Indian Instiaft€echnology.

Donna R. Rill was appointed as our Chief Development Officer prilA2013 and previously served as Senior Vice idesg o
Operations and Quality Systems since January 2B@fn November 2004 until January 2009, she sergeWiee President of Operatio
From April 2003 to November 2004, she was the dlireof quality systems and process developmentpEx® Pharmaceuticals, Inc. Fr
November 1997 to April 2003, she was the directotranslational research for the Center for CellGne Therapy at Baylor College
Medicine. Ms. Rill has worked to design and qual®MP Cell & Gene Therapy Laboratories, GMP Vectoodection facilities, an
Translational Research Labs at St. Jude ChildrBesearch Hospital, Texas Childrerfiospital, and Baylor College of Medicine. Ms.|
received her B.S. in Medical Technology from thavdrsity of Tennessee, Memphis.

Directors

All of the current directors serve until the nerhaal shareholdersheeting or until their successors have been delgtetl and qualifie
Our current Board of Directors is as follows:

Name Age Position
Gail J. Maderis 56 Director
Michael S. Richmau 52 Director
Scott B. Seama 58 Director
Neil K. Warma 51 Director, President and Chief Executive Offi

Gail J. Maderis has served as a Director since October 2011. Mmleds has served as President and CEO of BayBig fBe:
Bioscience Association), an independent, poofit trade association serving the life scientehustry in Northern California, since Octo
2009 and joined BayBig’board in 2004. From July 2003 to June 2009, N&deris served as President and CEO of Five Prinezapeutic:
Inc., a biotechnology company focused on the disppwand development of innovative protein and amlybdrugs, and served as a dire
until 2010. Prior to that, Ms. Maderis held genaraginagement positions at Genzyme Corporation fré8v To 2003, including founder &
president of Genzyme Molecular Oncology, a publichded division of Genzyme, and corporate vicesident of Genzyme Corporation. |
Maderis has served as a director of NovaBay Pharutimals, Inc. since October 2010. Ms. Maderis Ieasn a member of several priy
company boards, and currently serves on The MayBiotech Advisory Council of San Francisco, aslwaslthe HBS Healthcare Initiati
board. Ms. Maderis received a B.S. degree in legsifrom the University of California at Berkelaydaan M.B.A. from Harvard Busine
School. Ms. Maderis has extensive experience senar executive of life sciences companies, giieg valuable operational and indu
experience and leadership skills, as well as aenskte network of contacts related to financingtn@ing and support services in the bio



industry and visibility into business and policgrids that impact the biopharmaceutical industry.
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Michael S. Richmanhas served as a Director since June 2006. Mr. Riohias served as president and chief executiveeoftr
Amplimmune, Inc. since July 2008. Mr. Richman sedras president and chief operating officer of Ampfiune, Inc. from May 2007 to Ji
2008. From April 2002 to May 2007, Mr. Richman satvas executive vice president and chief operatiffiger of MacroGenics, In
Mr. Richman joined MacroGenics, Inc. in 2002 withpeoximately 20 yearsexperience in corporate business development withé
biotechnology industry. Mr. Richman served as acalor of Cougar Biotechnology from June 2006 ty 2@009. Mr. Richman obtained his E
in Genetics/Molecular Biology at the University Gfalifornia at Davis and his MSBA in Internationaldiness at San Francisco S
University. He has extensive experience in busirdsgelopment and strategic planning for life sceemompanies, as well as execu
leadership and management experience.

Scott B. Seamarhas served as a Director of since April 2006. MrariBan has served for over five years as (i) theutixe director an
treasurer of the Albert and Margaret Alkek Fourmtatbf Houston, Texas, a private foundation prinyasiipporting biomedical research
institutions in the Texas Medical Center in Houstdexas, (ii) the chief financial officer of Chadwitd., a private family managemt
company, (iii) secretary and treasurer of M & A [pedies Inc., a ranching and real estate concerd, (&) director of Somebody Ca
America. In March 2013, Mr. Seaman was electedecthir of Gradalis, Inc., a privately held clinicthge biotechnology company develoj
cancer focused immunotherapies. In June 2013SkEmman became a director of Strike Bio, Inc., @apely held clinical stage biotechnolc
company developing gene interference therapeutic#pril 2009, Mr. Seaman became the Managing Memtif ICT Development LL
which is the Managing Member of ICT Holdings LL@, @nergy services supplier for which he servegesigent. From January 2003 to A
2009, Mr. Seaman served as chairman and from D04 2o April 2009, as president of ICT Management,|the general partner of Imp
Composite Technology Ltd., a composite industrypsep. From October 2007 to December 2010, Mr. Smarserved on the board
GeneExcel, Inc., a privately heliotechnology company. From May 2004 to Decembet02Mr. Seaman served as a Member o
Investment Committee of Global Hedged Equity Fumi] & hedge fund. Mr. Seaman received a backettagree in business administra
from Bowling Green State University and is a cextifpublic accountant. Mr. Seaman has extensiveréxpce in overall financial managerr
and corporate development, combined with operalti@né corporate governance experience.

Neil K. Warma —refer to “Executive Officers” section above for MWarma’s biographical information.
Audit Committee

The Board of Directors has established a standindgitACommittee currently composed of three mwonployee directors, Mess
Richman and Seaman and Ms. Maderis, each of wherBtiard has determined is “independewithin the meaning of SEC rules ¢
regulations and NASDAQ listing standards. The AuWiimmittee selects, on behalf of our Board, anpedédent public accounting firm
audit our financial statements, discusses withrilependent auditors their independence, reviewsl&tusses the audited financial staten
with the independent auditors and management, nemmds to our Board whether the audited financiatuksl be included in our Annt
Report to be filed with the SEC, and oversees mamagts identification, evaluation, and mitigation of miajisks to Opexa. The Board |
determined that Mr. Seaman and Ms. Maderis eaclifgaa an “audit committee financial expe#d$ defined in SEC rules and regulations
also possesses the financial sophistication andsiég experience as required under NASDAQ lisstapdards.

Code of Ethics

In 2005, in accordance with SEC rules, the thenitAGdmmittee and the Board of Directors adopted Rodicy on Whistleblowe
Protection and Code of Ethics which is applicableur principal executive officer, principal finaacofficer, principal accounting officer
controller, or persons performing similar functipndich we sometimes refer to as our senior firenafficers. The Board of Directors belie
that these individuals must set an exemplary stahdficonduct, particularly in the areas of accoumtinternal accounting control, audit
and finance. This Code of Ethics sets forth ethgtahdards to which the designated officers mubtrdand other aspects of accoun
auditing and financial compliance. The Code of &his available on our website atvw.opexatherapeutics.com. Please note that t
information contained on our website is not incogbed by reference in, or considered to be a gathis report.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctlims and executive officers, and persons who li¢ially own more than 10% of
registered class of our equity securities, to\ileh the SEC initial reports of ownership and répaf changes in ownership. These repo
persons are required by SEC regulations to furagstvith copies of all such reports they file. Ta &Gnowledge, based solely on our reviey
the copies of such reports furnished to us andewritepresentations from certain insiders thattherareports were required, we believe a
the reporting persons complied with all applicaBksction 16(a) filing requirements applicable tontheith respect to transactions during
fiscal year ended December 31, 2013, except wipeet to the following reports that were filed latee report by Mr. Warma reporting t
transactions; and one report each by Mr. Seamaman®ill reporting one transaction each.
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tem 11. Executive Compensation
Executive Officer Compensation

The following table sets forth certain informatiooncerning compensation earned by or paid to cegaisons who we refer to as
“Named Executive Officersfor services provided for the fiscal year endedddelser 31, 2013. Our Named Executive Officers inelpdrson
who (i) served as our principal executive officeragted in a similar capacity during 2013, (ii) eserving at fiscal yeand as our two mc
highly compensated executive officers, other tham frincipal executive officer, whose total compginn exceeded $100,000, and (iii
applicable, up to two additional individuals for arh disclosure would have been provided as a mghkiyncompensated executive officer,
for the fact that the individual was not servingaasexecutive officer at fiscal year-end.

2013 Summary Compensation Table

Stock Options All Other
Name and Principal Position Year Salary Bonus Awards W Awards @  Compensation  Total
Neil K. Warma 2013 $ 396,55( $ (O 53,71 $ 92,32: $ 0 $ 542,58
President and Chief Executive
Officer 2012 $ 396,55( $ 50,000 $ 0O $ 68868 $ 10C $ 1,135,33
Karthik Radhakrishna 2013 $ 180,92! $ (O 0 $ 28522t $ 20,094 $ 486,25(
Chief Financial Office(®
Donna R. Rill 2013 $ 240,00t $ 22,000 $ 37,75( $ 34,29: $ 0 $ 334,04
Chief Development Offict 2012 $ 220,000 $ 15,00C $ 0 $ 154,15. $ 25C $ 389,40:.

(1) Amounts in this column represent the aggregatetgtate fair value of restricted stock awards cora@uh accordance with Financ
Accounting Standards Board Accounting Standardsificaton Topic 718 (“FASB ASC 718").The fair value of restricted stc
awards is based on the closing price of our comstock on the grant date, and we recognize the cosgtien expense over the ves
period.

(2) Amounts in this column represent the aggregatetglate fair value of option awards computed in adance with FASB ASC 718. T
fair value of the option awards is calculated usihg Black-Scholes optiopricing model. See Note 15 to our financial staat
included in this annual report on Form-K for assumptions underlying the valuation of egaitvards

(3) Mr. Radhakrishnan was appointed as Chief Finai@ffiter on March 29, 2013 at an annual salary cf%Q00.
(4) Represents payments made to Mr. Radhakrishnaelforation and temporary housing expen
Executive Employment Agreemen

Neil K. Warma.We entered into an employment agreement on Jun2QD® with Neil K. Warma pursuant to which he seras oL
President and Chief Executive Officer. Pursuanth® agreement, which automatically renews fomridhth periods, Mr. Warma is currer
compensated at the rate of $396,550 per yeardditian, Mr. Warma is entitled to the following) @n annual cash bonus of up to 50% o
base salary based upon milestones to be agreed apdiiii) a ongime payment of $50,000 cash and 6,250 sharesraf@umon stock to t
issued if and when the closing bid price of our o@n stock equals or exceeds $16.00 for 20 consecufiding days. In addition, we prov
Mr. Warma with our standard benefits and insurasmesrage as generally provided to our managemsmed as contractual indemnificati
rights by reason of his service as an officer amgleyee. If his employment is terminated by Opexabard without cause, as defined in
agreement, Mr. Warma will be entitled to receiveeaerance payment equal to 12 months of his baaey gdus a payment equal to 30%
base salary in lieu of any potential bonus, in ddiany earned but unpaid bonus. In additiontingsof stock options will accelerate in fi
We will also reimburse Mr. Warma for COBRA expen$asa 12-month period, subject to a cap equal p@x@s standard contribution
employee health benefits. Upon the effectivendss change in control, as defined in the agreemdnt,Warma will receive 18 months
salary and COBRA reimbursement and a payment €québ% of base salary in lieu of any potential bgnn addition to any earned
unpaid bonus. In addition, all vesting of optiomdl accelerate in full. Any payment or benefit MiVarma might receive upon a chang
control which would constitute a “parachute payemder Section 280G of the Internal Revenue CodEebegilreduced so as not to trig
excise tax under Section 4999 of such Code. Mrrivds agreement also provides that for ami@ath period following his termination
employment, he will not engage or participate iy aompetitive business or solicit or recruit any@pexas employees. The severance
change of control benefits are subject to Mr. Waexecuting and delivering a general release andawaif claims in favor of Opexa.
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Donna R. Rill. We entered into an amended and restated empldyaggaement with Donna R. Rill on April 21, 2010 igh is
effective as of April 1, 2010, pursuant to which.NRll serves as our Chief Development Officer.isThgreement superseded Ms. Rilpriol
agreement. Ms. Rill is currently compensated atrtie of $240,000 per annum and is eligible teikecan annual discretionary bonus of u
20% of her base salary per 12-month period, baseth® achievement of objectives as determined bgx&@p Board and Chief Executi
Officer. In addition, Ms. RIill receives our stamdabenefits and insurance coverage as generallyiggd to our management, as wel
contractual indemnification rights by reason of kervice as an officer and employee. Ms. Rifmployment may be terminated at any
voluntarily by her or without cause (as definedhe agreement) by the Board. If her employmenéisiinated by the Board without cat
Ms. Rill will be entitled to receive a severance/pant equal to six months of her base salary astingefor any unvested stock options
accelerate by six additional months. The severaéeoefits are subject to Ms. Rill having been camiusly employed through the termina
event, executing and delivering a general releasenaiver of claims in favor of Opexa, not beingbieach of the employment agreemet
Opexas proprietary information and inventions agreemant| not engaging in any activity which is competitwith Opexa during the term
the employment agreement or while receiving thesmwe benefits. The timing of any payments to RE.under the employment agreem
is subject to applicable requirements of SectiddMof the Code and the related Treasury Regulations

Karthik Radhakrishnan. We entered into an employment offer letter vi#rthik Radhakrishnan on March 12, 2013 pursuanthich
we appointed Mr. Radhakrishnan as our Chief Fir@r@fficer on March 29, 2013. Mr. Radhakrishnacasnpensated at the rate of $240
per annum and is eligible to receive an annualreigmary bonus of up to 35% of his base salary ¥&month period, based on -
achievement of objectives as determined by OpeBa&d and Chief Executive Officer. In addition, .NRadhakrishnan was granted a yem
stock option to purchase 125,000 shares of Opexaisnon stock that will vest in quarterly incremeowgr a thregrear period. As part of tt
agreement, Mr. Radhakrishnan was eligible for reirmbment of temporary housing of up to $2,500 pentinfor a maximum of three mont
a several day house huntitrgp and a moving expense allowance of $15,000. Rédhakrishnan receives our standard benefitsradanc
coverage as generally provided to members of ouragement, as well as contractual indemnificatigts by reason of his service as
officer and employee. Mr. Radhakrishnre@mployment may be terminated at any time voligtay him or without cause (as defined in
offer letter) by the Board. If his employment errhinated by the Board without cause, Mr. Radhbkas will be entitled to receive
severance payment equal to six months of his bakgysand vesting for any unvested stock option# adcelerate by six additior
months. The severance benefits are subject tdRisldhakrishnan having been continuously employealutitr the termination event, execu
and delivering a general release and waiver ofndan favor of Opexa, not being in breach of thferletter or Opexa& proprietary informatic
and inventions agreement, and not engaging in ettt which is competitive with Opexa during therm of the offer letter or while receivi
the severance benefits. The timing of any payminkdr. Radhakrishnan under the offer letter isjscito applicable requirements of Sec
409A of the Code and the related Treasury Regulgtio

2013 Grants of Plan Based Awards

The following table presents information regardatgck options granted during the fiscal year eridedember 31, 2013 pursuant to
2010 Stock Incentive Plan to our Named Executiviéicexfs.

All Other Option
All Other Stock Awards: Number

Awards: Number of Exercise or Base Grant Date

of Securities Price Fair Value of
Shares of Stock o Underlying of Option Awards Stock and Option

Name Grant Date Units (#) W Options (#) @ (#/Sh) Awards ©)
Neil K. Warma 11/08/13 - 50,000 $1.88 $ 92,32¢
11/08/13 28,571 $ 53,71
Karthik Radhakrishna 03/29/13 - 125,000 $2.34 $ 285,22¢
Donna R. Rill 04/29/13 20,000 $1.75 $ 34,29:
11/08/13 20,000 $ 37,60(

(1) The restricted stock awards are t-based and are scheduled to vest on February 28,

(2) The option awards are time-based, have a tértan years and vest quarterly over a thyear period commencing on the date of g
with the exception of Mr. Warma’s award which velstmequarter immediately upon grant and the remainingrdwests over a period
nine quarters

(3) Amounts in this column represent the aggregatetgtate fair value of awards computed in accordamite FASB ASC 718. The fe
value of restricted stock awards is based on tbsirg) price of our common stock on the grant dae, we recognize the compensa
expense over the vesting period. The fair valueption awards is calculated using the Black-Scholgtionpricing model. See Note
to our financial statements included in this anmepbrt on Form 1-K for assumptions underlying the valuation of egaivards

37




2013 Outstanding Equity Awards at Fiscal Year-End

The following table presents information regardmgstanding equity awards at December 31, 20124ch of the Named Execut
Officers.

Option Awards Stock Awards
Number of Number of Number of
Securities Securities Shares or Units Market Value of
Underlying Underlying of Stock That  Shares or Units
Unexercised Unexercised Option Option Have Not of Stock That
Options (#)  Options (#) Exercise Expiration Vested Have Not Vestec
Name Exercisable Unexercisable  Price Date (#) ($)®
Neil K. Warma 62,50( — $ 404 06/16/18 28,574 $ 51,99¢
37,50( — $ 0.8¢ 01/16/19
25,00( — $ 8. 11/30/19
17,18¢ 1,562 $  6.24 01/04/21
25,447 18,17¢) $  3.8C 01/06/22
18,17¢ 25,4410 $  3.8C 01/06/22
23,99:¢ 71,976 $  3.8C 01/06/22
16,66 33,330 $ 1.8¢ 11/08/23
Karthik Radhakrishna 31,25¢( 93,75 $ 2.3¢ 3/29/23 — —
Donna R. Rill 1,50( — $ 28.0¢C 12/05/15 20,00 $ 36,40(
5,84¢ — $ 20.0cC 04/20/16
8,00( — $ 21.8¢ 06/18/17
75C — $ 43¢ 05/06/18
8,25( — $ 4.6¢ 06/26/18
10,00( — $ 0.8¢ 01/16/19
2,09¢ — % 1.8¢ 02/06/19
12,50( — $ 8. 11/30/19
5,72¢ 5210 $  6.2¢ 01/04/21
5,59¢ 3,99¢0) $  3.8C 01/06/22
4,362 6,101 $  3.8C 01/06/22
5,23¢ 15,7042 $  3.8C 01/06/22
3,33¢ 16,6611 $ 1.7 04/29/23

(1) The shares vest quarterly over a tl-year period from the grant da

(2) The performance-based options began vestiagteply over a three yegeriod upon achievement of certain key milestonenes: Ol
September 12, 2012, the first tranche of one-tlufdthe performance option shares commenced tyeae-quarterly vesting up
achievement of the first key milestone, which wgseka initiating a clinical trial for Tcelna in SPM®&n February 5, 2013, the sec
tranche of two-thirds of the performance optionreRacommenced threear quarterly vesting upon achievement of the rsédce)
milestone, which was Opexa entering into a collabon, partnership or other strategic arrangemmantlving rights in the United Stal
for Tcelna.

(3) 25% of the shares vested on the date of the gwattit,the balance vesting quarterly in equal amouattthe end of each of the next r
quarters

(4) The restricted stock awards are t-based and are scheduled to vest on February 28,

(5) Based on the closing market price of Opexa comnmekn December 31, 201
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2013 Director Compensation

The following table presents summary informatiogareling compensation of the nemployee members of our Board of Directors
served during any part of the fiscal year endedebdxer 31, 2013.

Fees Earnec

or Paid Options
Name in Cash Awards (1) Total
David E. Jordel(@ — % 18,9843)4) 18,89
Gail J. Maderis — 37,9634 $ 37,96°
Michael S. Richmau — 3 37,9634 $ 37,96°
Scott B. Seama — 3 37,9634 $ 37,96°

(1) Amounts in this column represent the aggregatetgtate fair value of awards computed in accordamite FASB ASC 718. The fe
value was calculated using the Black-Scholes ogtigcing model. See Note 15 to our financial staeta included in this annual reg
on Form 1+K for assumptions underlying the valuation of egaitvards

(2) Mr. Jorden served as a director until Novembel0d,32and as Acting Chief Financial Officer until Mbar29, 2013

(3) As compensation for Board services, Messrs. Joi@emman and Seaman and Ms. Maderis were issuddltbeing two options on Apr
29, 2013 to purchase shares of common stock akentise price of $1.75 per share, the market valu¢he date of grant: (i) an opti
with a term of ten years, to purchase 5,000 shavitls,50% vesting immediately upon grant and thaaming 50% vesting on April 2
2014, subject to continuous service as a direaod (ii) an option, with a term of the earlierteh years or upon a change of contrc
Opexa, to purchase 17,143 shares in lieu of castpensation for services, with 50% vesting immedifatgpon grant and the remaini
50% vesting on December 31, 2013, subject to coatia service as a director. Because Mr. Josdservice terminated before the sec
vesting increment of both option awards, -half of the option expense was recaptured for dnfeited portion

(4) The aggregate number of shares underlying outstgnajption awards as of December 31, 2013 was: Johden, 57,789; Ms. Madel
35,648 shares; Mr. Richman, 65,302 shares; ands®baman, 67,177 shar

Standard Compensation Arrangements

Employee directors do not receive any compensdtinservices as a member of our Board. We reimbatsedirectors for travel ai
lodging expenses in connection with their attendaaicBoard and committee meetings. As compensé#iotheir services on our Board
2013, our noremployee directors were issued options to purchhaees of Opexa common stock in lieu of cash cosgiem. Each option
granted with an exercise price equal to the fairketavalue of Opexa common stock on the date of grant and is issitkdrdully vested ¢
with a vesting schedule over a period of time uprie year (or up to two years in the case of amalrgrant to a new director).

ltem 12.  Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters

The following table sets forth, as of February 2a14, the number and percentage of outstandingstudiour common stock
beneficially owned by: (a) each person who is kndoy us to be the beneficial owner of more thand%ur outstanding shares of common
stock; (b) each of our directors; (c) the Nameddttige Officers; and (d) all current directors anabcutive officers, as a group. As of
February 24, 2014, there were 27,546,058 sharesmmon stock issued and outstanding.

Beneficial ownership has been determined in accmelavith Rule 13d-3 under the Exchange Act. Unbisrrule, certain shares may
be deemed to be beneficially owned by more thanpengon (if, for example, persons share the poweote or the power to dispose of the
shares). In addition, shares are deemed to bdibalig owned by a person if the person has tiggtrto acquire shares (for example, upon
exercise of an option or warrant) within 60 dayshaf date as of which the information is providénl.computing the percentage ownership of
any person, the amount of shares is deemed tadie¢he amount of shares beneficially owned by ggrhon by reason of such acquisition
rights. As a result, the percentage of outstandh@ges of any person as shown in the followintetdbes not necessarily reflect the person’s
actual voting power at any particular date.

To our knowledge, except as indicated in the fomsdo this table and pursuant to applicable conitypnoperty laws, the persons
named in the table have sole voting and investipewer with respect to all shares of common stodwshas beneficially owned by them.
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Beneficial Ownership Table

Number of Shares Percentage o

Name and Address of Beneficial Owne(®) Owned Class
Beneficial Owners of more than 5%:

Nicholas Zocch®) 1,585,00! 5.75%
Executive Officers and Directors:

Scott B. Seama®) 823,024 2.96%
Neil K. Warma 291,5145) 1.05%
Donna R. Rill 98,3376 e
Karthik Radhakrishnan 89,25((M *
Michael S. Richman 62,8048 &
Gail J. Maderis 33,1449 *
All directors and executive officers as a groupéBsons)** 1,398,08(10) 4.94%

K%k

(1)

(2)

(3)

(4)

Less than 19
Includes only current directors and officers segvim such capacity as of the date of the te

Unless otherwise indicated in the footnotke,mailing address of the beneficial owner is cf@xa Therapeutics, Inc., 2635 Technology
Forest Boulevard, The Woodlands, Texas 77

This information is based on the Schedule fikid with the SEC on September 27, 2013, by Niaedocchi and Kenilworth Ventures,
Inc. Profit Sharing Plan (“Kenilworth”). Pursuatetthe Schedule 13D, Mr. Zocchi has sole voting iandstment power over 1,585,000
shares of common stock, including 1,525,000 shairesmmon stock owned by Kenilworth. Mr. Zocchimswv100% of the stock of
Kenilworth and is president of Kenilworth. Mr. Zztd disclaims beneficial ownership of 10,000 sharfesommon stock owned by his
wife. The mailing addresses of the beneficial omsrage: (i) Mr. Zocchi, 400 South Point Drive, UB#05, Miami Beach, FL 33139; and
(ii) Kenilworth, 400 South Point Drive, Unit 240iami Beach, FL 3313¢

Scott B. Seaman is a principal of Chaswil,.l(t€haswil"), the investment manager of Alkek & Madms Ventures, Ltd.

(“Ventures”). Chaswil holds voting power and intreent power with respect to Company securities bglf¥entures pursuant to a
written agreement, and Mr. Seaman has shared vptingr and shared investment power over all obtteges of common stock
beneficially owned by Ventures. The informatiorthis footnote is primarily based on the Schedulb/A3filed with the SEC on

August 23, 2012, by Ventures, Chaswil, Mr. Seanddipert and Margaret Alkek Foundation (the “Foundat), DLD Family
Investments, LLC (“DLD Family”) and certain othaporting persons named therein (the “Foundation”LaBd other information
available to us. The Foundation acts through aastiment committee of its board of directors, whithudes Mr. Seaman, Charles
Williams, Daniel Arnold, Joe Bailey and Ms. Randaridan Williams. Mr. Seaman is the executive direofdhe Foundation and
chairman of the investment committee. The investmemmittee has sole voting and investment power all of the shares of common
stock beneficially owned by the Foundation. Howepersuant to the Foundation 13D, neither the ekezdirector nor any member of
the investment committee may act individually téevor sell shares of common stock held by the Fation; therefore, the Foundation
has concluded that no individual committee membeleemed to beneficially own, within the meanindRafe 13d-3 of the Exchange
Act, any shares of common stock held by the Fouodablely by virtue of the fact that he or sha imiember of the investment
committee. Additionally, pursuant to the Foundatl@®D, the Foundation has concluded that becaus&#&&man, in his capacity as
executive director or chairman of the investmembigottee, cannot act in such capacity to vote drsselres of common stock held by the
Foundation without the approval of the investmearhmittee, he is not deemed to beneficially ownhimithe meaning of Rule 13d-3 of
the Exchange Act, any shares of common stock hettidoFoundation by virtue of his position as exe®udirector or chairman of the
investment committee. Ms. Williams is the principADLD Family and she may be deemed to exercis@g@nd investment power wi
respect to such shares held by DLD Family. Pursigatiie Foundation 13D, the Foundation, Ventu@gswil, Mr. Seaman and certain
other reporting persons named therein may be de&razhstitute a group for purposes of Section l8(dection 13(g) of the Exchan
Act. However, the Foundation, Ventures, Chaswil BltdSeaman expressly disclaim (i) that, for pugsosf Section 13(d) or Section 13
(g) of the Exchange Act, they are a member of agmith respect to securities of Opexa held byatervther reporting persons named
therein and (ii) that they have agreed to act togyetvith certain other reporting persons namedetheasther than as described in the
Foundation 13D. Each reporting person disclainmebeial ownership with respect to all other shasBsommon stock other than those
securities whereby the reporting person possessesating power and sole dispositive power. Thalimg address of the beneficial
owner is 1100 Louisiana, Suite 5250, Houston, T&%d?2.

Consisting of: (i) 518,708 shares of commartktheld by Ventures; (ii) 175,781 shares of commstmck underlying Series | warrants

held by Ventures; (iii) 22,950 shares of commortistanderlying Series K warrants held by Ventureg;40,913 shares of common st
held by Mr. Seaman; and (v) 64,677 shares of comstmrk underlying currently exercisable stock apgitield by Mr. Seama
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(5) Consisting of: (i) 17,315 shares of commortktdii) 28,571 shares of restricted stock; (iij2B3 shares of common stock underlying
Series | Warrants; (iv) 688 shares of common stoaderlying Series K Warrants; and (v) 239,667 shafeeommon stock underlying
currently exercisable stock optiol

(6) Consisting of: (i) 402 shares of common stdik20,000 shares of restricted stock; and {{if)935 shares of common stock underlying
currently exercisable stock optiol

(7) Consisting of: (i) 58,000 shares of common stocid @i) 31,250 shares of common stock underlyingently exercisable stock optior
(8) Consisting of: 62,802 shares of common stock ugthgricurrently exercisable stock optiol
(9) Consisting of: 33,148 shares of common stock ugthgricurrently exercisable stock optiol

(10) Consisting of: (a) the following held by M8eaman or for which Mr. Seaman may be deemed t® Vating and investment power: (i)
518,708 shares of common stock held by Venturgst{b,781 shares of common stock underlying Senesrrants held by Ventures;
(iii) 22,950 shares of common stock underlying &K warrants held by Ventures; (iv) 40,913 shafemmon stock held by Mr.
Seaman; and (v) 64,677 shares of common stock lyirdecurrently exercisable stock options held by Beaman; (b) the following
held by Mr. Warma: (i) 17,315 shares of commonlst@¢) 28,571 shares of restricted stock; (iii233 shares of common stock
underlying Series | Warrants; (iv) 688 shares ahoswmn stock underlying Series K Warrants; and (\9,887 shares of common stock
underlying currently exercisable stock options;tf@ following held by Ms. Rill: (i) 402 shares@mmon stock; (ii) 20,000 shares of
restricted stock; and (iii) 77,935 shares of commsimtk underlying currently exercisable stock apgiad) 58,000 shares of common
stock and 31,250 shares of common stock underlyimgently exercisable stock options held by Mr. Raidishnan; (e) 62,802 shares of
common stock underlying currently exercisable stop#ons held by Mr. Richman; and (f) 33,148 shariesommon stock underlying
currently exercisable stock options held by Ms. ktél

Item 13. Certain Relationships and Related Transactions, an®irector Independence.
Transactions with Related Persons

In July 2012, we issued an aggregate of $4.085amiih principal amount of 12% convertible secuprdmissory notes in a priv:
offering of notes and warrants to purchase sharesiocommon stock pursuant to a Note Purchase ekgeat dated July 25, 2012 (théuty
2012 Notes”).The July 2012 Notes were originally scheduled tdumaon July 25, 2014. Interest accrued at the oét12% per annul
compounded annually and was payable sammually on June 30 and December 31 in either oastgistered shares of our common stox
our election. The July 2012 Notes were securedubstantially all of our tangible and intangiblesets, and $1,000,000 of the proceeds
originally held in a controlled account of whichlkAk & Williams Ventures Ltd. acted as the collaeagent for the noteholders. The .
2012 Notes were convertible into a new class ofvating Series A convertible preferred stock, subfeccertain limitations and adjustmel
which was ultimately convertible into common stodkhe warrants have an exercise price of $2.56spere, a fiverear term and a
exercisable for 112.5% of the number of sharesoairnon stock into which the July 2012 Notes aremdtely convertible, subject to cert
limitations and adjustments. The investors hawate registration rights relating to the sharescommon stock underlying the Serie:
convertible preferred stock and the warrants.

Entities affiliated with director Scott B. Seamanveésted an aggregate of $1.3 million, and July 28bgs and warrants to purch
common stock were issued to investors with whiclkstedfiliated in the following amounts:

Principal Number of Share

Amount of Note Subject to Warrar
Alkek & Williams Ventures Ltd $500,00C 175,781
Albert and Margaret Alkek Foundatic $300,00C 105,469
DLD Family Investments, LL( $500,00C 175,781

See footnote 3 to the “Beneficial Ownership Talf®” a description of the relationship between ambmag Mr. Seaman and eact
these investors.

Former director David E. Jorden and director anecative officer Neil K. Warma also participatedtire July 2012 Note offering a
invested $115,000 and $15,000, respectively, arrd igsued warrants to purchase 40,429 and 5,278sshraspectively.

While the Audit Committee of our Board of Directassgenerally responsible for oversight and revigvany related person transactic

an independent special committee of our Board vexitand negotiated the terms of the convertiblersecnote offering and recommen
that the offering be approved on behalf of Opexd @ Board of Directors.
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Pursuant to a waiver executed by the holders @ioess of twdhirds of the principal amount of the outstandindy 2012 Notes ar
accepted by Opexa, the amount of the cash sulgjébetdeposit control agreement was reduced to,8800n January 29, 2013. In exche
for such waiver, we issued warrants to the holdéthe July 2012 Notes to purchase an aggregat846500 shares of our common stock.
warrants have an exercise price of $1.21 per sradiea fiveyear term. Entities affiliated with Mr. Seaman wéssued warrants to purchass
aggregate of 59,670 shares, and Messrs. JordeWwarda were issued warrants to purchase 5,278 aéhdt&8es, respectively.

We issued an aggregate 123,231 shares of our corataok to holders of the July 2012 Notes in paynuérgccrued interest on July
2013 of which entities affiliated with Mr. Seamaens issued an aggregate of 50,297 shares. Mredend Mr. Warma were issued 4,450
581 shares, respectively.

On September 23, 2013, we entered into an amendmi#ntertain holders of the July 2012 Notes witkpect to certain terms relat
to conversion of the Notes. Pursuant to such Oumitmendment to All Outstanding 12% Convertible Bed Promissory Notes of Op
Therapeutics, Inc. and Associated Registration Rigtgreement (the “Note Amendment3ll outstanding July 2012 Notes and the rel
registration rights agreement were amended such) itheaddition to the existing conversion arrangategthe July 2012 Notes bece
convertible at our election directly into sharescommon stock (rather than any intermediate coimer® shares of Series A converti
preferred stock) at a conversion price of not thes $1.50 nor more than $2.25, based on the reosht closing market price of our comr
stock on the NASDAQ Stock Market at the time of @lgction to convert the July 2012 Notes (includanyy accrued but unpaid intel
through the conversion date) into shares of comstock. Pursuant to the Note Amendment, upon caimeiof the Notes into common stc
we covenanted to promptly file a FornB3Segistration statement to register for resalestteres of common stock issued upon conversiolne
July 2012 Notes and to use commercially reasorefifibets to cause such registration statement tddutared effective. July 2012 Notes in
aggregate principal amount of $3.185 million wetdstanding at the time of the Note Amendment. Niat¢e Amendment was approved
requisite holders of more than 75% of the outstamdilotes, thereby amending all outstanding July22Rbtes and the related registra
rights agreement.

On September 24, 2013, we converted the outstarditzgnce of principal and accrued interest undedtity 2012 Notes as of such ¢
of $3,275,053 into an aggregate of 1,714,697 shafreemmon stock at a conversion price of $1.91lictvlivas the most recent closing ma
price of our common stock on the NASDAQ Stock Mankben we effected such conversion. July 2012 $lbtdd by investors affiliated wi
Mr. Seaman were converted into an aggregate of88@9shares of common stock, and July 2012 Notes nelMessrs. Jorden and Wal
were converted into 61,912 and 8,076 shares of ammstock, respectively. As a result of our convaraf all outstanding July 2012 No
into shares of common stock, a security interestliof our assets was released, as well as $500rD@estricted cash. An independent sp
committee of our Board reviewed and recommendedoappby the Board of the terms of the Note Amendtand the conversion of the J
2012 Notes into common stock.

Mr. Jorden participated in a private offering omuJary 23, 2013 with certain other accredited inmesstvho purchased an aggregat
$650,000 in principal amount of our unsecured cdible promissory notes and warrants to purchaseeshof our common stock. Mr. Jor
invested $100,000 in the offering and received aavé to purchase 37,500 shares of common stoble. nbtes were originally schedulec
mature on January 23, 2014 and accrued intergise aate of 12% per annum, compounded annualllerdat was payable quarterly begint
March 31, 2013 in cash. The notes were convertittecommon stock at the option of the investdra price of $1.298125 per share, sut
to certain limitations. Fifty percent of the imitiprincipal amount (less any amount of such ppakithat has otherwise been prepai
converted) was payable by us five business dayswirlg our receipt of an aggregate of at least $6an in proceeds from the sale of «
equity securities and/or as payments from one aemartners or potential partners in return fomtgire a license, other rights, or an optio
license or otherwise acquire rights with respectd¢elna. The remaining principal was payable fivsiness days following our receipt of
aggregate of at least $7.5 million in proceeds fthmsale of our equity securities and/or as paysnsom one or more partners or potel
partners in return for granting a license, othghts, or an option to license or otherwise acquigkts with respect to Tcelna. Upon receif
the upfront payment of $5 million from Merck in Fabry 2013, we repaid $550,000 principal amounthef notes plus accrued interest
converted the remaining $100,000 principal amontd shares of our common stock pursuant to an foveselection to convert into equi
The warrants have an exercise price of $1.24 pmesla fiveyear term and are exercisable for a maximum ofgagmemate of 243,750 share:
common stock, subject to certain limitations.

Director Independence

The Board determined that Ms. Maderis and MessishrRan and Seaman are each an independent dimgitton the meaning ¢
NASDAQ listing standards, which directors consttat majority of the Board. The Board has determithed each member of the Bo's
Audit, Compensation and Nominating and Corporategdmance Committees is independent (or similarlsigieted) based on the Board’
application of the standards of NASDAQ, the ruled segulations promulgated by the SEC or the IatelRevenue Service, as appropriate
such committee membership. The current membeitsegktcommittees are as follows:
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Nominating and

Corporate
Audit Compensation Governance
Director Independent Committee Committee Committee
Gail J. Maderis X X X X
Michael S. Richmal X X X X
Scott B. Seama X X X X

ltem 14. Principal Accountant Fees and Service:

The following table presents the estimated aggestgss billed by MaloneBailey, LLP for servicesfpemed during our last two fisc
years.

Years Ended
December 31,

2013 2012
Audit fees® $ 45,00(@ $ 60,00(®)
Tax fee< — 2,25(
All other fees®) 46,00( 19,77¢
$ 91,000 $ 82,02¢

(1) Audit fees include professional services rended(if) the audit of our annual financial statemefus the fiscal years end
December 31, 2013 and 2012, (ii) the reviews offit@ncial statements included in our quarterlyort® on Form 1@ for sucl
years and (iii) the issuance of consents and otfadters relating to registration statements filgadi.

(2) $15,000 of the $30,000 of total fees for the anflthe financial statements included in our 2018ueh report on Form 18-were
paid in December 201

(3) $15,000 of the $30,000 of total fees for the anflthe financial statements included in our 2018ueh report on Form 18-were
paid in December 201

(4) Tax fees include professional services relatingrégparation of the annual tax retu

(5) Other fees include professional services for revaéwarious filings and issuance of conse

Policy on Audit Committee Pre-Approval and Permisdble Non-Audit Services of Independent Auditors

The Board’s policy is to pre-approve all audit gremissible noraudit services provided by the independent audifbihgse servici
may include audit services, audit-related servit®sservices and other services. Bpproval is generally provided for up to one yazd an)
pre-approval is detailed as to the particular serviceadegory of services and is generally subjeet $pecific budget. The independent aud
and management are required to periodically refioithe Board regarding the extent of services piediby the independent auditor:
accordance with this pre-approval, and the feesHerservices performed to date. The Board of Biarscmay also prepprove particul
services on a case-by-case basis. The Audit Coeenitteapproved 100% of the tax services and other senpeavided by our independ
auditors during the last two fiscal years.
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PART IV
Item 15. Exhibits and Financial Statement Schedules
(@ 1. Financial Statemer
INDEX TO FINANCIAL STATEMENTS

Audited Financial Statements for years ended Decenalp 31, 2013 and 2012 and the period from January 22003 (Inception)
through December 31, 2013

Report of Independent Registered Public Accourféing F-1
Consolidated Balance Sheets as of December 31,&01 201~ F-2
Consolidated Statements of Operations for the YEaded December 31, 2013 and 2012 and the pewad January 22, 2003
(Inception) through December 31, 2C F-3
Consolidated Statements of Changes in Stockh¢ Equity from January 22, 2003 (Inception) througlc@aber 31, 201 F-4
Consolidated Statements of Cash Flows for the yeraadled December 31, 2013 and 2012 and the pedodJanuary 22, 2003
(Inception) through December 31, 2C F-6
Notes to Consolidated Financial Statem F-7
2. Financial Statement Schedu
The required information is included in the finaal@tatements or notes thereto.
3.  List of Exhibits
Exhibit No. Description
2.1 Stock Purchase Agreement by and among SpoméedJindustries, Inc., Jason G. Otteson, Pharnmmfers Corp., Warren C.

Lau and other PharmaFrontiers shareholders, datgd3yi2004 (incorporated by reference to Exhitittd.the Company’s

Current Report on Form-K filed June 4, 2004, File No. 0-25513).

2.2 Agreement and Plan of Reorganization by andrenharmaFrontiers Corp., Pharma Acquisition Cogp @pexa

Pharmaceuticals, Inc. dated October 7, 2004 (iraratpd by reference to Exhibit 2.1 to the Compa@usrent Report on 8-K

filed October 8, 2004, File No. 0-25513).

3.1 Restated Certificate of Formation of Opexa &peutics, Inc. (incorporated by reference to Ext8ti to the Company’s Current

Report on Form-K filed on July 26, 2012

3.2 Certificate of Designation of Preferences, Régind Limitations of Series A Convertible Prefdr&ock of Opexa Therapeutics,

Inc. (incorporated by reference to Exhibit 4.2he Compan’'s Current Report on Forn-K filed on July 26, 2012

3.2 Certificate of Amendment of the Restated Cieatk of Formation of Opexa Therapeutics, Inc.dmporated by reference to

Exhibit 3.1 to the Compar's Current Report on Forn-K filed on December 14, 2012

3.4 Amended and Restated By-laws, as amended fiocated by reference to Exhibit 3.3 to the Compsidyinual Report on form

1C-K filed on March 8, 2011

41 Form of Common Stock Certificate (incorporabgareference to Exhibit 4.7 to the Company’s Regtiin Statement on Form S-

3 filed on November 13, 2009, File No. -163108).

4.2 Unit Purchase Agreement dated April 14, 2009 byamdng Opexa Therapeutics, Inc. and the Investuty thereto for the 10

Convertible Notes and Series G Warrants (incorpgaral reference to Exhibit 10.1 of the Company’sréut Report on Form 8-

K filed April 16, 2009).

4.3 Form of Series G Warrant issued on April 142(0ncorporated by reference to Exhibit 10.4 & @ompany’s Current Report

on Form K filed April 16, 2009).

4.4 Form of Securities Purchase Agreement dated Becember 9, 2009 by and between Opexa Therageltic. and each investor

signatory thereto for Unit offering of Common Stankd Series A and Series B Warrants (incorporayaeference to
Exhibit 10.1 to the Compa’s Current Report on Forn-K filed December 10, 2009
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4.1C

411

10.1+

10.z+

10.5+

10.4+

10.5+

10.e+

10.7+

10.€

10.¢

10.1(

10.11

10.1%

Form of Common Stock Purchase Warrant for Sekiand Series B Warrants (incorporated by referéadExhibit 4.1 to the
Compan’s Current Report on Forn-K filed December 10, 2009

Form of Series H Warrant issued on Februan2@11 (incorporated by reference to Exhibit 4.thef Company’s Current Report
on Form &K filed February 8, 2011

Form of Series | Warrant issued on July 25,2@dcorporated by reference to Exhibit 4.1 to @@mpany’s Current Report on
Form &K filed on July 26, 2012’

Form of Series J Warrant issued on Januarg@B3 (incorporated by reference to Exhibit 4.1n® €ompanys Current Report @
Form &K filed on January 23, 2013

Form of Series K Warrant issued on Januar28Q@3 (incorporated by reference to Exhibit 4.1h® €Company’s Current Report
on Form &K filed on January 30, 2013

Form of Series L Warrant issued on February2013 (incorporated by reference to Exhibit 4.1this Company’s Current Report
on Form &K filed on February 7, 2013

Form of Securities Purchase Agreement, dated Bsbruary 7, 2013, by and between Opexa Thet&geinc. and each investor
signatory thereto (incorporated by reference toildikf0.1 to the Company’s Current Report on Forid flled on February 7,
2013).

Opexa Therapeutics, Inc. June 2004 Compens&togk Option Plan (incorporated by reference thikx B to the Company’s
Definitive Information Statement on Schedule 14€dion June 29, 2004, File No. (-25513).

Certificate of Amendments to the Opexa Theréipsulnc. June 2004 Compensatory Stock Option Ritenorporated by reference
to Exhibit 10.15 of the Compa’s Annual Report on Form -K filed March 5, 2010)

Opexa Therapeutics, Inc. 2010 Stock Incentia@ Fas amended and restated (incorporated byereferto Exhibit 10.1 to the
Compan’s Current Report on Forn-K filed on November 12, 2013

Form of award agreement for awards to be madenthe Opexa Therapeutics, Inc. 2010 Stock Inee/ian (incorporated by
reference to Exhibit 10.2 of the Comp’s Current Report on Forn-K filed October 22, 2010

Employment Agreement dated June 16, 2008 bybatwleen Opexa Therapeutics, Inc. and Neil K. Wdin@rporated by
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed on June 18, 2008

Amended and Restated Employment Agreementeghtato on April 21, 2010 by and between Opexa @peutics, Inc. and
Donna R. Rill (incorporated by reference to Exhitiit1 of the Compar s Current Report on Forn-K filed April 27, 2010).

Offer Letter, effective March 29, 2013, by dretween Opexa Therapeutics, Inc. and Karthik Rattakan (incorporated by
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed on April 1, 2013)

License Agreement dated September 5, 20Gndybetween Opexa Therapeutics, Inc. and Baylde@oabf Medicine
(incorporated by reference to Exhibit 10.14 to @wmpany’s Annual Report on Form 10-KSB filed Adrd, 2005, File No. 000-
25513).

Lease dated August 19, 2005 by and between@pleerapeutics, Inc. and Dirk D. Laukien (incorpedaby reference to Exhibit
10.13 to the Compar's Annual Report on Form -KSB filed March 31, 2006, File No. 0-25513).

License Agreement dated January 13, 2006 by ameelket Opexa Therapeutics, Inc. and Shanghai IrstitwtBiological Service
(incorporated by reference to Exhibit 10.23 to@wmmpany’s Registration Statement on Form SB-2 (Adnamt No. 1) filed
February 9, 2006, File No. 3-126687).

Fourth Amended and Restated License Agreerdated November 2, 2011, by and between Opexa Tétiap, Inc. and the
University of Chicago (incorporated by referenc&idibit 10.2 to the Company’s Quarterly Reportramm 10-Q filed
November 4, 2011

Form of Note Purchase Agreement, dated July 252 204 and among Opexa Therapeutics, Inc. and trestars signatory there
(incorporated by reference to Exhibit 10.1 to tlmmpanys Current Report on Forn-K filed on July 26, 2012’
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10.1:

10.1¢

10.1¢

10.1¢

10.1%

10.1¢

10.1¢

10.2(

10.21

10.22

10.2:

10.24#

21.1

23.1

317

31.2

Form of 12% Convertible Secured Promissory Nsgeiéd to investors on July 25, 2012 (incorporajeckference to Exhibit 10.2
to the Compar’s Current Report on Forn-K filed on July 26, 2012

Form of Security Agreement, dated July 25, 2@}2and among Opexa Therapeutics, Inc., the invesignatory thereto, and
Alkek & Williams Ventures, Ltd. as collateral agdat the investors (incorporated by reference thikix 10.3 to the Company’s
Current Report on Formr-K filed on July 26, 2012

Deposit Account Control Agreement, dated JulyZt8,2, by and among Opexa Therapeutics, Inc., A&®&Williams Ventures,
Ltd. as collateral agent for the investors, andl8ehrgo Bank, National Association (incorporatgddference to Exhibit 10.4 to
the Compan’s Current Report on Forn-K filed on July 26, 2012

Form of Registration Rights Agreement, dated 25ly2012, by and among Opexa Therapeutics, Inttlainvestors signatory
thereto (incorporated by reference to Exhibit 10.the Compar’s Current Report on Forn-K filed on July 26, 2012

Form of Waiver and Omnibus Amendment, dated Jy8@ 2013, by and between Opexa Therapeuticsalmt certain investors
(incorporated by reference to Exhibit 10.21 to@wmnpan’s Annual Report on Form -K filed on March 29, 2013

Form of Omnibus Amendment to All Outstanding 12%nvertible Secured Promissory Notes of Opexa Herics, Inc. and
Associated Registration Rights Agreement, madect¥ie as of September 23, 2013, by and among Opk&eapeutics, Inc. and
certain holders of its 12% Convertible Secured Pseory Notes (incorporated by reference to ExHibitl to the Company’s
Current Report on Form-K filed September 25, 201z

Sales Agreement, dated September 6, 2012, bpemden Opexa Therapeutics, Inc. and Brinson Ra®écurities Corporation
(incorporated by reference to Exhibit 10.1 to tlerpanys Current Report on Forn-K filed on September 7, 201-

$15.0 million Purchase Agreement, dated as ofeNther 2, 2012, by and between Opexa Therapeuticsand Lincoln Park
Capital Fund, LLC (incorporated by reference to ikt 0.1 to the Company’s Current Report on Fori filed on November 5,
2012).

$1.5 million Purchase Agreement, dated as of Ntbar 5, 2012, by and between Opexa Therapeuticsaim Lincoln Park
Capital Fund, LLC (incorporated by reference to iBkH. 0.2 to the Company’s Current Report on Fori led on November 5,
2012).

Registration Rights Agreement, dated as of Novam®h2012, by and between Opexa TherapeuticsahtLincoln Park Capital
Fund, LLC (incorporated by reference to Exhibit3Lth the Compar's Current Report on Forn-K filed November 5, 2012

Form of unsecured 12% Convertible Promissory Nedaed to investors on January 23, 2013 (incorpbiateeference to Exhik
10.1 to the Compar's Current Report on Forn-K filed on January 23, 201z

Option and License Agreement, dated Februar@#32by and between Ares Trading SA, a wholly owsglosidiary of Merck
Serono S.A., and Opexa Therapeutics, Inc. (incatedrby reference to Exhibit 10.1 to the Compa®@usrent Report on Form 8-
K filed on February 5, 2013

List of Subsidiaries (incorporated by referene&xhibit 21.1 to the Company’s Annual Report omrrd0-K filed on March 29,
2013).

Consent of Independent Registered Public AccagrfEirm MaloneBailey, LLP, dated February 27, 2@d.4he incorporation by
reference of their report dated February 27, 2@1thé Compar’'s Registration Statements on For-8, -3 and 1.

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuawot $ection 302 of the Sarba-Oxley Act of 2002
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32.1F Certificate of Chief Executive Officer pursuantSection 906 of the Sarbal-Oxley Act of 2002
32.% Certification of Chief Financial Officer pursuaot $ection 906 of the Sarba-Oxley Act of 2002

101* Financial statements from the Annual Report omFb0-K of the Company for the period ended Decartie 2013, formatted in
Extensible Business Reporting Language (XBRL):C@hsolidated Balance Sheets; (ii) Consolidatete8tants of Operations;
(iii) Consolidated Statements of Changes in Stolddrs’ Equity; (iv) Consolidated Statements of Ca&tws; and (v) Notes to
Consolidated Financial Statemer

+

Filed herewitr

Management contract or compensatory plan or arraege

Confidential treatment was granted with respeatedain portions of this exhibit. Omitted portiohave been filed separately with
Securities and Exchange Commissi
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

OPEXA THERAPEUTICS, INC.

By: /s/ Neil K. Warme
Neil K. Warma

President and Chief Executive Officer
Date: February 27, 201

Pursuant to the requirements of the SecuritiesoAdi934,

this report has been signed below by d¢fleviing persons on behalf of 1
Registrant and in the capacity and on the datdeatet].

Signature Title Date
/s/ Neil K. Warme President, Chief Executive Officer and Febyuaf, 2014
Neil K. Warma Director
(Principal Executive Officer
/sl Karthik Radhakrishna Chief Financial Officer and Director Februa®, 2014
Karthik Radhakrishna (Principal Financial and Accounting Office
/sl Gail J. Maderi: Director February 27, 2014
Gail J. Maderis
/sl Michael S. Richma Director February 27, 2014
Michael S. Richmau
/s/ Scott B. Seame Director February 27, 2014

Scott B. Seama
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Opexa Therapeutics, Inc.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balaheets of Opexa Therapeutics, Inc. and its dialogi (a development sts
company) (collectively, the “Companygs of December 31, 2013 and 2012 and the relatesbtidated statements of operations, chang
stockholdersequity and cash flows for each of the years thefedrand for the period from January 22, 2003 (lticepthrough December &
2013. These financial statements are the respdihsibi Opexas management. Our responsibility is to expresspnian on these financi
statements based on our audits.

We conducted our audits in accordance with stasdafdthe Public Company Accounting Oversight Bo#tthited States). Tho
standards require that we plan and perform thetatmliobtain reasonable assurance about whethdintreial statements are free of mate
misstatements. The Company is not required to hawewere we engaged to perform, an audit of itsriral control over financial reportir
Our audits included consideration of internal cohtver financial reporting as a basis for desigrandit procedures that are appropriate il
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compsaiyternal control over financial reportii
Accordingly, we express no such opinion. An aud@udes examining, on a test basis, evidence stipgahe amounts and disclosures in
financial statements. An audit also includes assggbe accounting principles used and signifiasttmates made by management, as w
evaluating the overall financial statement preg@maWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material respects financial position of Ope
Therapeutics, Inc. and its subsidiary as of Decerlbe2013 and 2012 and the results of their oferatand their cash flows for each of
years then ended and for the period from Januar@@3 (Inception) through December 31, 2013 infaonity with accounting principle
generally accepted in the United States of America.

/sl MALONEBAILEY, LLP
www.malonebailey.com
Houston, Texas

February 27, 2014
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OPEXA THERAPEUTICS, INC.
(a development stage company)
CONSOLIDATED BALANCE SHEETS

December 31 December 31

2013 2012
Assets
Current assett
Cash and cash equivale $ 2364454 $ 592,00«
Other current assets 1,122,57 1,077,54
Total current asse 24,767,11 1,669,55I
Property & equipment, net of accumulated depreamatif $1,718,477 and $1,494,510, respecti 1,295,02. 1,265,04.
Restricted cas — 1,000,001
Deferred financing costs, net of amortization ofe$@ $58,639, respective — 211,47¢
Other long term assets 177,66t —
Total assets $ 26,239,80 $ 4,146,07
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 696,15¢ $ 412,09¢
Accrued expense 1,232,99 473,87¢
Deferred revenue 1,395,34 —
Total current liabilities 3,324,49: 885,97!
Long term liabilities:
Convertible debt, net of unamortized discount ob$id $3,136,342, respective — 318,65¢
Convertible deb-related parties, net of unamortized discount o8 $571,895, respective — 58,10¢
Deferred revenue 2,338,04. —
Total liabilities 5,662,53 1,262,73!
Commitments and contingenci — —
Stockholder' equity:
Preferred stock, no par value, 10,000,000 shatt®ared, none issued and outstanc — —
Common stock, $0.01 par value, 100,000,000 shaitkordzed, 27,546,058 and 6,249,369 shares is
and outstandin 275,46: 62,49:
Additional paid in capita 146,569,75 112,432,45
Deficit accumulated during the development stage (126,267,94) (109,611,62)
Total stockholders’ equity 20,577,27 2,883,33.
Total liabilities and stockholders’ equity $ 26,239,80 $ 4,146,07

See accompanying summary of accounting policiesnates to consolidated financial statements

F-2




OPEXA THERAPEUTICS, INC.
(a development stage company)
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 2013 and 2012 and the
Period from January 22, 2003 (Inception) to Decembed1, 2013

Inception
through
2013 2012 2013
Revenue
Option revenu $ 1,266,61 $ — $ 1,266,611
Research and developmt 9,181,091 6,318,47 85,678,44
General and administrati\ 3,670,76! 2,508,54. 33,788,38
Depreciatior 335,59 303,67 1,985,75!
Loss on disposal of fixed assets 2,161 3,097 515,50t
Operating los! (11,923,00) (9,133,79) (120,701,47)
Interest incom 14,98¢ 28C 1,373,68.
Other income and expense, 37,91( — 699,05¢
Loss on extinguishment of de (2,518,91) — (906,477
Gain on derivative instrumen — 552,97¢ 1,941,82
Gain on sale of technolog — — 3,000,001
Interest expense (2,267,30) (350,300 (11,674,56)
Net loss $ (16,656,32) $ (8,930,83) $(126,267,94)
Basic and diluted loss per shi $ (.25 $ (1.54)
Weighted average shares outstant 13,332,35 5,785,37.

See accompanying summary of accounting policieshates to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Period from January 22, 2003 (Inception) through Deember 31, 2013

Shares issued for ca
Shares repurchased and cance
Discount related to beneficial conversion feal
Discount on warrants attached to d
Net loss
Balances at December 31, 2C
Shares issued fa
cash
services
license
reverse merger with Sport
acquisition of Opex
additional shares attached to convertible ¢
conversion of convertible not
Shares cancelle
Discount related to beneficial conversion feal
Discount on warrants attached to d
Option expens
Net loss
Balances at December 31, 2(
Shares issued fa
cash, net of offering cos
convertible deb
debt
license
services
Discount related to beneficial conversion feal
Discount on warrants attached to d
Option expens
Warrant expens

Transition of warrants from equity instrumentsitdility

instruments
Net loss
Balances at December 31, 2(
Shares issued fa
cash, net of offering cos
debt
Option expens
Warrant expens
Net loss

Balances at December 31, 2(
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Common Stock Additional
Paid in Accumulated
Shares Par Capital Deficit Total
131,25( $ 65,62¢ (64,627 $ — 3 1,00(
(42,65¢) (21,32 21,00: — (325
— — 28,18( — 28,18(
— — 28,18( — 28,18(
— — — (126,009 (126,00
88,59« 44,29 12,73¢ (126,00 (68,969
562 281 8,71¢ — 9,00(
51,62¢ 25,81 823,18 — 849,00!
6,067 3,03: 424,04: — 427,07!
24,93 12,46 (160,201 — (147,73
62,50( 31,25( 23,718,75 — 23,750,00
4,02t 2,012 286,35¢ — 288,36
15,18" 7,59¢ 240,77t — 248,37(
(2,000 (2,000 1,00( — —
— — 855,84¢ — 855,84
— — 1,848,50; — 1,848,50:
— — 123,33 — 123,33:
— — — (31,411,73) (31,411,73)
251,49: 125,74 28,183,05 (31,537,73) (3,228,94)
97,36: 48,68: 5,297,53i — 5,346,21
152,75t 76,37¢ 7,573,06! — 7,649,44:
57E 28¢ 160,71: — 161,00t
7,29¢ 3,64¢ 1,864,73! — 1,868,38.
6,00( 3,00( 1,009,40! — 1,012,401
— — 831,94 — 831,94
— — 1,433,10: —_ 1,433,10:
— — 2,487,74. — 2,487,74
— — 2,373,88! —_ 2,373,88:
— — (10,658,49) — (10,658,49)
— — — (14,856,72) (14,856,72)
515,48! 257,74 40,556,68 (46,394,46) (5,580,03)
1,150,00! 575,00( 20,578,51 — 21,153,51
8,707 4,35¢ 175,64¢ — 180,00t
— — 2,749,61 — 2,749,61
— — 1,568,96! — 1,568,96
— — — (12,649,17) (12,649,17)
1,674,19; 837,09 65,629,43 (59,043,63) 7,422,89:




OPEXA THERAPEUTICS, INC.
(a development stage company)

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY — (Continued)

Period from January 22, 2003 (Inception) through Deember 31, 2013

Cumulative change in derivative liabili
Option expens
Warrant expens
Net loss
Balances at December 31, 2(
Shares issued fa
cash, net of offering cos
services
Issuance of warrants for ca
Option expens
Net loss
Balances at December 31, 2(
Cumulative effect of change in accounting princ
Par value adjustme!
Reduction in derivative liabilit
Discount on convertible nott
Discount on warrant
Shares issued fo
cash, net of offering cos
exercise of option
exercise of warrant:
Option expens
Net loss
Balances at December 31, 2(C
Conversion of convertible not
Shares issued fa
services
exercise of option
exercise of warrani
Option expens
Net loss
Balances at December 31, 2C
Shares issued fa
cash, net of offering cos
services
Option expens
Net loss
Balances at December 31, 2C
Write off of derivative liability
Discount related to beneficial conversion feal
Shares issued fo

initial commitment on Lincoln Park $1.5 million

share purchase agreem
cash, net of offering cos
accrued intere
Option expens
Net loss
Balances at December 31, 2(

Common Stock Additional
Paid in Accumulated

Shares Par Capital Deficit Total
— — 10,658,49 (4,001,82) 6,656,67!
— — 1,876,10: — 1,876,10:
— — 845,27! — 845,27"
— — — (14,667,36) (14,667,36)
1,674,19; 837,09° 79,009,30 (77,712,82) 2,133,58!
1,375,96: 687,98« 7,963,59! —_ 8,651,57'
11,30( 5,65( 43,31* — 48,96¢
— — 603,85( — 603,85(
— — 1,901,57 — 1,901,57!
— — — (11,852,15) (11,852,15)
3,061,46! 1,530,73. 89,521,63 (89,564,97) 1,487,39
(1,976,45) 1,755,62; (220,839
— (1,500,11) 1,500,11 — —
— — 587,60 — 587,60¢
— — 439,49: — 439,49:
— — 37,45: — 37,45:
637,50( 6,37¢ 4,682,79! —_ 4,689,16!
15,10( 151 63,45 — 63,60
154,99: 1,55( 1,073,38! —_ 1,074,93!
— — 650,24 — 650,24
— — — (1,433,92) (1,433,92)
3,869,05. 38,69( 96,579,73 (89,243,27) 7,375,14i
690,04! 6,90( 1,373,19. — 1,380,09:
13,75( 13¢€ 64,21 — 64,35(
35,38( 354 109,28 — 109,64
8,50( 85 (85) — —
— — 508,55( — 508,55(
— — — (5,469,06) (5,469,06)
4,616,721 46,16" 98,634,88 (94,712,33) 3,968,71.
1,132,721 11,32¢ 8,606,82! — 8,618,15
12,57¢ 12¢€ 86,90: — 87,02¢
— — 489,91« — 489,91«
— — — (5,968,44) (5,968,44)
5,762,02! 57,62 107,818,53 (100,680,78) 7,195,36:
— — 1,761,65 — 1,761,65
— — 1,497,63. — 1,497,63:
56,507 56¢& 148,56t — 149,13:
267,61( 2,67¢ 331,29 — 333,97(
163,22 1,63: 184,05: 185,68
— — 690,72t — 690,72t
— — — (8,930,83) (8,930,83)
6,249,36' 62,49 112,432,45 (109,611,62) 2,883,33:
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OPEXA THERAPEUTICS, INC.
(a development stage company)
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY — (Continued)
Period from January 22, 2003 (Inception) through Deember 31, 2013

Common Stock Additional
Paid in Accumulated
Shares Par Capital Deficit Total

Conversion of convertible not 2,079,96! 20,79¢ 4,254,25. — 4,275,05:

Discount related to beneficial conversion feal — — 141,82¢ — 141,82¢

Discount on warrants attached to d — — 195,96 — 195,96¢

Shares issued fo

cash, net of offering cos 19,013,95 190,14( 28,157,96 — 28,348,10
commitment on Lincoln Park $1.5 million share

purchase agreeme 97t 10 1,22¢ — 1,23¢

accrued intere 123,23: 1,232 187,31: — 188,54

restricted stock awar 78,57 78¢€ 69,11 — 69,89¢

Warrant expens — — 219,55 — 219,55!

Option expens — — 910,08 — 910,08°

Net loss — — — (16,656,32) (16,656,32)

Balances at December 31, 2( 27,546,05 $ 275,46. $146,569,75 $(126,267,94) $ 20,577,27

See accompanying summary of accounting policiesnates to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2013 and 2012 and the
Period from January 22, 2003 (Inception) to Decembed1, 2013

Inception
through
2013 2012 2013
Cash flows from operating activitir
Net loss $ (16,656,32) $ (8,930,83) $(126,267,94)
Adjustments to reconcile net loss to net cash usegerating activitie!
Stock payable for acquired research and develop — — 112,44
Stock issued for acquired research and develop — — 26,286,58
Stock issued for servict 69,89¢ 2,131,64.
Stock issued for debt in excess of princi — — 109,07(
Amortization of discount on notes payable due torargs and beneficial
conversion featur 1,613,35. 104,03: 8,470,08
Loss on extinguishment of de 2,518,91 — 906,47
Depreciatior 335,59 303,67° 1,985,75!
Amortization of debt financing cos 125,24t 58,63¢ 708,26!
Option and warrant expen 1,129,64 690,72¢ 17,395,57
Gain on derivative instrumen — (552,979 (1,941,82)
Loss on disposal of fixed ass: 2,161 3,097 515,50t
Changes in
Other current asse 104,05: (611,60) (1,049,00)
Accounts payabl- third parties and related parti 147,92: (71,410 (12,729
Accrued expense 928,54¢ 83,01¢ 1,533,78
Other asset (177,66 — (177,66
Deferred revenue 3,733,38! — 3,733,38!
Net cash used in operating activities (6,125,26) (8,923,63) (65,560,59)
Cash flows from investing activitie
Purchastof property & equipmer (259,22) (550,389 (2,481,42)
Restricted cash 1,000,00! (1,000,000 —
Net cash used in investing activities 740,77¢ (1,550,38) (2,481,42)
Cash flows from financing activitie
Common stock and warrants sold for cash, net efrioif) costs 28,484,87 381,30¢ 77,938,67
Common stock repurchased and canc — — (325)
Proceeds from exercise of warrants and opti — — 1,248,58:
Proceeds from third party de 550,00( 3,455,001 13,288,18
Proceeds from related party d 100,00( 630,00( 730,00(
Deferred financing and offering cos (147,84") (509,49) (657,339
Repayment on related party notes pay: (100,000 — (100,000)
Repayments on notes payable (450,000 — (761,227
Net cash provided by financing activities 28,437,03 3,956,81 91,686,56
Net change in cash and cash equival 23,052,53 (6,517,21) 23,644,54
Cash and cash equivalents at beginning of gerio 592,00: 7,109,21! —
Cash and cash equivalents at end of period $ 23,64454 $ 592,00¢ $ 23,644,54
Cash paid for
Income tax $ — 3 — 3 —
Interest 19,64¢ 1,94¢ 174,75
NON-CASH TRANSACTIONS
Issuance of common stock to Sportan shareho — — 147,73:
Issuance of common stock for accrued inte 188,54: 185,68: 977,83(
Issuance of warrants to placement a( — — 37,45:
Conversion of notes payable to common si 4,275,05: — 11,985,03
Conversion of accrued liabilities to common st — — 197,17¢
Conversion of accounts payable to note pay — — 93,36¢
Discount on convertible notes relating
Warrants 195,96 2,314,63! 6,170,34.
Beneficial conversion featul 141,82¢ 1,497,63. 3,444,98
Stock attached to not — — 1,287,44



Fair value of derivative instrume — — 4,680,22!

Derivative reclassified to equi — 1,761,65 2,349,261
Unpaid additions to property and equipm 108,51¢ 7,812 108,51¢
Amortization of deferred offering costs to p-in capital — 47,33¢ 47,33¢
Shares issued as deferred offering ¢ 1,23¢ 149,13: 150,36!
Unpaid offering cost 136,77t — 136,77t

See accompanying summary of accounting policiesnates to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1—BUSINESS OVERVIEW AND SUMMARY OF ACCOUNTING POLICIES

Description of Business Opexa Therapeutics, Inc. (“Opexa” or “the Companvas initially incorporated as Sportan United Indiest
Inc. (“Sportan”) in Texas in March 1991. In JuneD2pPharmaFrontiers Corp. (“PharmaFrontiess8s acquired by Sportan in a transac
accounted for as a reverse acquisition. PharmakErehshareholders were issued Sportan shares in excliangk of the outstanding comm
shares of PharmaFrontiers. Concurrent with thestretion, Sportan changed its name to PharmaFrenierring its development stage ¢
biopharmaceutical company, PharmaFrontiers acquinedworldwide exclusive license to a stem cellhtedogy developed at Argon
National Laboratory, a U.S. Department of Energpdratory operated by the University of Chicagowimich adult mul-potent stem cells &
derived from monocytes obtained from the patientis blood (the “Stem Cell License” patent application was filed in November 2
with the United States Patent and Trade Officendigg the technology involved in the Stem Cell lrise. The initial focus for this technolc
is the further development of this monocyte-deriggzin cell technology as a platform for thevitro generation of highly specialized cells
potential application in autologous cell therapy gatients with diabetes mellitus (the “Diabetesgpam”).

In October 2004, PharmaFrontiers acquired allhef dutstanding stock of Opexa Pharmaceuticals, (f@pexa Pharmaceuticals’,
biopharmaceutical company that previously acquthedexclusive worldwide license from Baylor CollegieMedicine to an patient specil
autologous T-cell immunotherapy, Tcelnaf®r(nerly known as Tovaxin), for the initial treatmeof multiple sclerosis (MS). In June 2006,
Company changed its name to Opexa Therapeuticsfrom PharmaFrontiers Corp. and, in January 2@p&xa Therapeutics, Inc., the par
merged with its wholly owned subsidiary, Opexa Rtegeuticals with Opexa Therapeutics, Inc. beingstivgiving company.

In August 2009, Opexa entered into an exclusive@gent with Novartis Institutes for BioMedical Rasah, Inc. (“Novartis”whereby
Novartis acquired Ope’s rights to the Stem Cell License and associatedntdogy platform and had full responsibility fauniding an
carrying out all research, development and comrakization activities. Opexa received an upfrorgicpayment of $3 million at the time
agreement was entered into and subsequently rec&®é million as a technology transfer fee milastoln November 2011, Opexa re:
acquired the stem cell assets from Novartis in ickenation for releasing Novartis with respect tg darther payment obligations owed
Opexa by Novartis. In connection with theaeguisition of the stem cell assets, a relatechieeagreement with the University of Chicago
re-assigned to Opexa. Opexa and the University of&ju entered into a Fourth Amended and Restatesh&écAgreement in connection v
such assignment to Opexa.

In September 2012, Opexa initiated a Phase lllicdirrial of Tcelna in patients with secondary gnessive MS (“SPMS”)Previously
in September 2008, the Company completed a Phasdirical study of Tcelna in the relapsing-remmittiMS (“RRMS”) indication.

Opexa operates in a highly regulated and competéiwironment. The manufacturing and marketinghafrmaceutical products reqt
approval from, and are subject to, ongoing ovetsighthe Food and Drug Administration, or FDA, mmetUnited States, by the Europ
Medicines Agency, or EMA, in the E.U. and by cormglide agencies in other countries. Obtaining apprimraa new therapeutic product
never certain and may take many years and mayvawwtpenditure of substantial resources. Tceliradgevelopment stage and Opexa ha:
applied for a Biologics License Application (BLAYH Tcelna with the FDA nor a similar regulatoryelitsure in any other country, and t
Tcelna is not approved to be marketed in any cguntr

Development Stage CompanyOpexa is considered to be in development stagdasdhad no commercial revenues to date.
Reverse Stock Split. In June, 2006, Opexa effected a one-for-ten sevstock split of its common stock.

On December 14, 2012, Opexa effected a ondefar-reverse stock split of its common stock (the4"Reverse Stock Split") whi
decreased the number of common shares issued &tdraiing from approximately 23.6 million sharespproximately 5.9 million shares
of December 14, 2012. The number of authorizedeshaf common stock and preferred stock remaineds#ime following the 1:4 Reve
Stock Split.

Unless otherwise noted, impacted amounts includetthé consolidated financial statements and ndteseto have been retroactiv
adjusted for the stock splits as if such stocktspmccurred on the first day of the first perioég@nted. Impacted amounts include shar
common stock issued and outstanding, shares umtgidpnvertible promissory notes, warrants andkstitions, shares reserved, conver
prices of convertible securities, exercise pricearrants or options, and loss per share. There meaimpact on preferred or common s
authorized resulting from the 1:4 Reverse Stockt.Spl

Principals of Consolidation. The financial statements include the accounts ah@pand its former whollpwned subsidiary, Ope
Pharmaceuticals through December 31, 2006. Altéotmpany accounts and transactions have been alieain

The consolidated financial statements include tbeoants of Opexa and its wholly owned subsidiarpexa Hong Kong Limite
(“Opexa Hong Kong").Opexa Hong Kong was formed in the Hong Kong Spegihinistrative Region during 2012 in order to faate
potential development collaborations in the pgeian region. Presently, Opexa Hong Kong has ntgred into any agreements and ha
recognized any revenues as of December 31, 2013nt&fcompany transactions and balances betweeax®pnd Opexa Hong Kong
eliminated in consolidation.
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Use of Estimates in Financial Statement PreparatiarThe preparation of financial statements in conftymiith accounting principle
generally accepted in the United States of Amemécpiires management to make estimates and assusfiat affect the reported amount
assets and liabilities, the disclosure of contingessets and liabilities at the date of the finanstatements, and the reported amoun
revenues and expenses during the reporting pekictdal results could differ from those estimates.

Certain Risks and Concentrations.Opexa is exposed to risks associated with foreigneacy transactions insofar as it has used
dollars to fund Opexa Hong Korggbank account denominated in Hong Kong dollars.th®& net position of the unhedged Opexa Hong
bank account fluctuates, Opexa’s earnings may batively affected. In addition, the reported cargyvalue of the Compang’Hong Kon
dollar-denominated assets and liabilities that remain pexa Hong Kong will be affected by fluctuationstive value of the U.S. dollar
compared to the Hong Kong dollar. Opexa curreddgs not utilize forward exchange contracts or tgpg of hedging instruments to he
foreign exchange risk as Opexa believes that isalexposure is relatively limited. As of Decesnt81, 2013, Opexa Hong Kong repo
cash and cash equivalents of $10,805 in convert8ddsllars and does not have any reported ligslin the consolidated balance sheets.

Revenue Recognition. Opexa recognizes revenue in accordance with FASB 605, Revenue Recognition. ASC 605 requires
four basic criteria must be met before revenuebmarecognized: (1) persuasive evidence of an aerapgt exists; (2) delivery has occurre
services rendered; (3) consideration is fixed dewmhinable; and (4) collectability is reasonablgasd.

On February 4, 2013, Opexa entered into an OptiohLéicense Agreement (the “Merck Agreement”) witted Trading SA (“Merck”)a
wholly owned subsidiary of Merck Serono S.A. Parsuto the terms, Merck has an option to acquireaiusive, worldwide (excludit
Japan) license of the Company’s Tcelna progranthfertreatment of multiple sclerosis (“MS”}J.celna is currently in a Phase llb clinical t
in patients with Secondary Progressive MS (“SPM3He option may be exercised by Merck prior to poruthe Compang’ completion of th
Phase Ilb Trial.

Opexa received an upfront payment of $5 million deanting the option. If the option is exercisedgrivk would pay the Company
upfront license fee of $25 million unless Mercluigable to advance directly into a Phase 11l clihtdal of Tcelna for SPMS without a furtt
Phase Il clinical trial (as determined by Merck)which event the upfront license fee would be Biiion. After exercising the option, Mer
would be solely responsible for funding developmeagulatory and commercialization activities farelha in MS, although the Comp:
would retain an option to cfund certain development in exchange for increasgdlty rates. The Company would also retain sghtTceln
in Japan, certain rights with respect to the mastufa of Tcelna, and rights outside of MS.

Opexa evaluated the Merck Agreement and deterntimgtdthe $5 million upfront payment from Merck tgiand-alone value. Opesa’
continuing performance obligations, in connectidgthvthe $5 million payment, include the executiordaompletion of the Phase IIb clini
trial in SPMS using commercially reasonable effattshe Company’s own costs. As a statmhe value term in the Merck Agreement, th
million upfront payment is determined to be a singhit of accounting, and is recognized as revemua straightine basis over the exclusi
option period based on the expected completion tdrthe Phase IIb clinical trial in SPMS. Opexalites the unrecognized portion of the
million as deferred revenue on the consolidatedriz sheets.

Cash and Cash EquivalentsFor purposes of the statements of cash flows, egsivalents include all highly liquid investmentgh
original maturities of three months or less. Thiengry objectives for the fixed income investmenttfmio are liquidity and safety of princip.
Investments are made with the objective of achiptire highest rate of return consistent with theseobjectives. Opexa’investment polic
limits investments to certain types of instrumdestied by institutions primarily with investmentde credit ratings and places restriction
maturities and concentration by type and issuer.

Supplies Inventory. Reagents and supplies that will be used to manufadicelna and placebo product in Opex@hase llb clinic
study are recorded as other current assets. Teatory of these reagents and supplies are detedha@inthe lower of cost or market value \
cost determined under the first-in first-out (FIR©g¢thod.

Long-lived Assets.Property and equipment are stated on the basidstdrical cost less accumulated depreciation. Deatien is
provided using the straighite method over the estimated useful lives of dksets. Major renewals and improvements are ciapitialwhile
minor replacements, maintenance and repairs angethdo current operations. Impairment losses acerded on londjved assets used
operations when indicators of impairment are preaad the undiscounted cash flows estimated tcelbbemrated by those assets are less thi
assets’ carrying amount.

Deferred costs. Opexa incurs costs in connection with a debt ortecffering or in connection with the proceeds suant to a
execution of a strategic agreement. These costgemorded as deferred offering or deferred finanaosts in the consolidated bals
sheets. Such costs may consist of legal, accayntimderwriting fees and other related items irexdithrough the date of the debt or ec
offering or the date of the execution of the sgateagreement. Costs in connection with a del#rf§ are amortized to interest expense
the term of the note instrument. Costs in conoectith the execution of a strategic agreementhirctvan initial upfront payment is recei
are offset to the gain recognized in the consddidiatatements of operations. Additional paid initejncludes costs recorded as an offs
proceeds in connection with the completion of anitgcpffering.
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Income Taxes.Income tax expense is based on reported earninfgsebimcome taxes. Deferred income taxes refleetithpact
temporary differences between assets and liakiligeognized for financial reporting purposes amthsamounts recognized for tax purpc
and are measured by applying enacted tax rateffdat én years in which the differences are expeédte reverse. A valuation allowance
recorded to reduce the net deferred tax assetrto kmcause it is more likely than not that the defi tax asset will not be realized. -
Company recognizes the effect of income tax passtionly if those positions are more likely than abbeing sustained upon an examination.

Stock-Based CompensationOpexa accounts for shabased awards issued to employees in accordance Ri8B ASC 71¢
Accordingly, employee shafgased payment compensation is measured at thedgmtbased on the fair value of the award, anecisgnize
as an expense over the requisite service periodefghy the vesting is over a 3-year period). Addially, share-based awards to non
employees are expensed over the period in whichelaéed services are rendered at their fair value.

Research and DevelopmenResearch and development expenses are expengezldortsolidated statements of operations as ird
in accordance with FASB ASC 73Research and DevelopmentResearch and development expenses include esaladlated employ
expenses, clinical trial expenses, research expemsasulting fees, and laboratory costs. In irestganin which the Company enters
agreements with third parties for research andldpweent activities, Opexa may prepay fees for sewiat the initiation of the contract. Op
records the prepayment as a prepaid asset in tisolidated balance sheets and amortizes the asaesearch and development expen
the consolidated statements of operations ovepéhied of time the contracted research and devedopreervices are performed. Other t
of arrangements with third parties may be fixed dedee for service, and may include monthly paytear payments upon completion
milestones or deliverables. Opexa expenses the obsitenses of patents and the prosecution afmpatuntil the issuance of such patents
the commercialization of related products is reabfnassured. Research and development expenieefgears ended December 31, 201%
2012 was $9,181,090 and $6,318,476, respectively.

Foreign Currency Translation and Transaction Gainsand Losses. Opexa records foreign currency translation ddjests an
transaction gains and losses in accordance withBFASC 830,Foreign Currency Matters For the Companyg operations that have
functional currency other than the U.S. dollar,nga&ind losses resulting from the translation offthmetional currency into U.S. dollars
financial statement presentation are not inclugdededtermining net loss, but are accumulated inctimaulative foreign currency translat
adjustment account as a separate component ofhetiiekks’ equity, except for intercompany transawithat are of a shotérm nature wit
Opexa Hong Kong that are consolidated, combineaicoounted for by the equity method in Opexednsolidated financial statements. Oj
Hong Kong has transactions in Hong Kong dollarsexaprecords transaction gains and losses in itsatidiated statements of operati
related to the recurring measurement and settlewfestich transactions. For the year ended Dece®beR013, Opexa did not record .
gains and losses resulting from the translatiorthef functional currency into U.S. dollars and tltlid not report any cumulative forei
currency translation adjustments in stockholdegsiity in the consolidated balance sheets.

Net Loss per Share Basic and diluted net loss per share is caledlabsed on the net loss attributable to commorekbhlers divide
by the weighted average number of shares outstgridirthe period excluding any dilutive effectsagtions, warrants, unvested share an
and convertible securities.

NOTE 2—CASH AND CASH EQUIVALENTS

As of December 31, 2013, Opexa invested approxisn&e8.5 million in a savings account. For the yeaded December 31, 2013,
savings account recognized an average market pfel16%. Interest income of $14,985 was recoghipe the year ended December
2013 in the consolidated statements of operations.

As of December 31, 2013 and 2012, Opexa investptbapnately $24,500 in a money market fund invaggmclusively in highguality,
shortterm money market instruments consisting of U.Svegoment obligations and repurchase agreementstedlized by the U.
Government. While this fund seeks current incomédengreserving capital and liquidity, the fund igbgect to risk, including U.S. governm
obligations risk, and is not federally insured aatanteed by or obligations of the Federal Degdaositrance Corporation or any other age
For the years ended December 31, 2013 and 201#dhey market fund recognized an average markkt fe0.01%. Interest income of $z
was recognized for the year ended December 31, 20th2 consolidated statements of operations.

Opexa issued a total of $4,085,000 in principal am@f convertible secured promissory notes tateelparties and third parties on <
25, 2012 (see Note 9 and Note 10). As part obtwarity interest granted by Opexa to the inves®it< million of the proceeds were requ
to be maintained in an account subject to a depasibunt control agreement while the notes werstantling. As of December 31, 2012,
$1.0 million balance in the controlled account weysorted as restricted cash in the consolidateahbel sheets. Pursuant to a waiver exe:
by the holders of in excess of twloirds of the principal amount of the outstandingy 2012 Notes and accepted by Opexa, the amouthte
cash subject to the deposit control agreement edisced to $500,000 on January 29, 2013. In exchizmgrich waiver, the Company issi
warrants to the holders of the July 2012 Notesurclpase an aggregate of 187,500 shares of the Ggrspeommon stock (see Note 1
Pursuant to the Notes’ amendment and the Compaubsequent conversion of all outstanding July22Qdtes into shares of common st
on September 24, 2013 (see Note 9), the depoditat@yreement was terminated which reduced réstticash to $0 as of December 31, 2!
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NOTE 3—OTHER CURRENT ASSETS

Other current assets consisted of the followinpedtember 31, 2013 and 2012:

Description 2013 2012

Supplies inventor $ 673,04 $ 604,17
Deferred offering cost 134,51¢ 341,16¢
Prepaid expenses 315,01« 132,20:

$ 1,12257 $ 1,077,54

Supplies inventory at December 31, 2013 and 20dI2dles reagents and supplies that will be usedatoufiacture Tcelna and placebo
product in Opexa’s Phase IIb clinical study. Oparertizes these prepaid reagents and suppliesé¢anech and development costs in the
consolidated statements of operations over theseoafrthe clinical study.

Deferred offering costs at December 31, 2013 ardd® 26clude costs incurred from third parties in mection with the implementation of a
$1.5 million Purchase Agreement in November 201Zyent to which Opexa has the right to sell to bind?ark Capital Fund, LLC (“Lincoln
Park”) up to $1.5 million in shares of its commdack, subject to certain conditions and limitatiodss of December 31, 2013 and 2012, the
remaining costs of $134,518 and $159,462, respaygtiin connection with the implementation of tHeSmillion Purchase Agreement
remained capitalized and are included in othererurassets in the consolidated balance sheetsn tipsales of shares of common stock u
the $1.5 million Purchase Agreement, the capitelizests are offset against the proceeds of suel sdkhares of common stock.

Deferred offering costs at December 31, 2012 alslude costs incurred from third parties in conimacwith the implementation of a
$15.0 million Purchase Agreement in November 2013yant to which Opexa has the right to sell tachin Park up to $15.0 million in shai
of its common stock, subject to certain conditiand limitations. At December 31, 2012, deferreemiffg costs of $79,732 in connection with
the implementation of the $15.0 million Purchasee®gnent were capitalized and included in otheretirassets in the consolidated balance
sheets. As of December 31, 2013, deferred offerasts of $103,636 in connection with the impleragah of the $15.0 million Purchase
Agreement are capitalized and included in otheg l@mm assets in the consolidated balance shestdNate 6).

Deferred offering costs at December 31, 2012 aistude costs incurred from third parties in coniwectvith the implementation of an at-
the-market program (“ATM Agreement”) in Septemb@4.2 pursuant to which Opexa could sell sharessafdmmon stock from time to time
depending upon market demand through a sales agganhsactions deemed to be an “at-the-marke€rof§ as defined in Rule 415 of the
Securities Act of 1933. As of December 31, 20h2,deferred offering costs of $101,972 in connactitth the implementation of the ATM
Agreement were capitalized and are included inratherent assets in the consolidated balance shHgpts the sales of any shares of commor
stock under the ATM Agreement, the capitalized €@gtre offset against the proceeds of such salglsavés of common stock. During
December 2013, the remaining costs in connectitim the implementation of the ATM Agreement wererglead to general and administrative
expense in the consolidated statements of opesatisthe Company determined that the ATM Agreementd need to be refreshed with a
successor sales agent to the original sales agent.

Prepaid expenses at December 31, 2013 and 201ihelsde costs incurred from third parties in coctien with the Merck Agreement
(see Note 1). As of December 31, 2013, the remgioosts of $44,069 in connection with the Mercke®gnent that are expected to be
amortized over the upcoming twelve month periodcagitalized and included in other current assethé consolidated balance sheets. The
remaining costs of $74,030 in connection with therdk Agreement that are expected to be amortizgdrigethe upcoming twelve month
period are capitalized and included in other l@mgntassets in the consolidated balance sheetdl(ted).
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NOTE 4—PROPERTY AND EQUIPMENT

Property and equipment consisted of the followinBacember 31, 2013 and 2012:

Description Life 2013 2012
Computer equipmet 3year $ 121,92: $ 121,12¢
Office furniture and equipmel 5-7 year: 245,29 274,43t
Software 3 year: 121,37¢ 149,86
Laboratory equipmer 7 year: 1,270,85! 1,020,15
Leasehold improvemen 10 year 665,15¢ 622,77.
Manufacturing equipment 7 year: 588,88 571,18
Subtotal 3,013,50: 2,759,55.
Less: accumulated depreciation (1,718,47) (1,494,51)
Property and equipment, net $ 1,295,020 $ 1,265,04

Property and equipment is carried at cost lessmautated depreciation. Depreciation is calculatedHgy straightine method over tt
estimated useful life of three to ten years, dependpon the type of equipment, except for leasgimbrovements which are amortized ut
the straightine method over the remaining lease term or tfee df the asset, whichever is shorter. The costephirs and maintenance
charged as an expense to the consolidated stateroEmperations as incurred. Depreciation expeonsded $335,597 and $303,677
the years ended December 31, 2013 and 2012, respect

NOTE 5- DEFERRED FINANCING COSTS

Deferred financing costs consisted of costs inclfrem third parties in conjunction with the Jul§12 Notes. The costs in connec
with the debt financing were capitalized and areodized to interest expense over the term of tHated debt. In connection with 1
September 24, 2013 conversion of the July 2012 $\oke balance of the unamortized deferred financosts of $86,231 was charged to
on debt extinguishment.

NOTE 6—OTHER LONG TERM ASSETS

Other long term assets at December 31, 2013 indliederred offering costs of $103,636 which wereumed from third parties
connection with the implementation of a $15.0 milliPurchase Agreement in November 2012 pursuamhith Opexa has the right to sel
Lincoln Park up to $15.0 million in shares of itmemon stock, subject to certain conditions andtétions.

Other long term assets at December 31, 2013 atadi@ costs incurred from third parties in conrattivith the Merck Agreement (s
Note 1) amount to $74,030 that are expected torimrtized beyond the upcoming twelve month per

NOTE 7- DEFERRED REVENUE

On February 4, 2013, Opexa entered into the Mergkedment (see Note 1). Opexa received an upfropngat of $5 million fo
granting the option. As a “stand-alone valtefim in the Merck Agreement, the $5 million upfrgratyment is determined to be a single ur
accounting, and is recognized as revenue on a@istiae basis over the exclusive option period basethe expected completion term of
Phase llb clinical trial in SPMS. Opexa includee unrecognized portion of the $5 million as defdrrevenue on the consolidated bali
sheets.

NOTE 8—INCOME TAXES

Opexa uses the liability method, where deferredatssets and liabilities are determined based omxpected future tax consequence
temporary differences between the carrying amooféssets and liabilities for financial and incotar reporting purposes.

At December 31, 2013 and 2012, Opexa had approglyn&76 million and approximately $63 million of used net operating loss
respectively, available for carry forward to futyears. The unused net operating losses beginpiceeat December 31, 2024. At Decembel
2013 and 2012, Opexateferred tax asset resulting from its cumulai@ls amounted to $25,845,467 and $23,678,228, c&sply/ which is
covered by a full valuation allowance due to uraiety of Opexas ability to generate future taxable income neagsarealize the relat
deferred tax asset. Also at December 31, 2013 &i@,20pexa has approximately $5.7 million of reskaand development tax cret
available to offset future income which is also@®d by a full valuation allowance.

NOTE 9—CONVERTIBLE PROMISSORY NOTES

On July 25, 2012, Opexa issued a total of $4,08bjA0principal amount of secured convertible prauoiy notes (the “Notesdr the
“July 2012 Notes”) to third parties and relatedtiear (collectively, the “Noteholders"pf which an aggregate of $630,000 was issued &iat
parties (See Note 10). The Notes were originallyedaled to mature on July 25, 2014 and accruedeisiteat the rate of 12% per ann
compounded annually. Interest was payable semisally on June 30 and December 31 in either caskgistered shares of common stoc
Opexa’s election. The Notes were secured by sutistigirall of Opexa’s assets and were convertill® ia new class of noveting Series
convertible preferred stock. The Notes could beveaied into Series A convertible preferred stockhat option of the investors at a price
$100.00 per share, subject to certain limitatioms$ adjustments. Additionally, Opexa could electéavert the Notes into Series A convert



preferred stock if (i) Opexa’common stock closed at or above $10.00 per $ha20 consecutive trading days or (i) Opexa acki
certain additional funding milestones to contintgeciinical trial program. These milestones incllidg) executing a strategic agreement w
partner or potential partner by which Opexa witteiwe a minimum of $5 million to partially fund, an option to partner with Opexa for,

Phase Il clinical trial for Tcelna in patients wiBPMS and (y) receiving a minimum of $25 millionadditional capital (including the N
offering proceeds) from any partner, potential paror any other source.
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The Series A convertible preferred stock accrueitidnds at the rate of 8% per annum, which are tatie and payable serannually
on June 30 and December 31 in either cash or eegisshares of common stock at Opsyalection. The Series A convertible preferred
had a liquidation preference of $100.00 per shamétling holders to payment from the assets of@loenpany available for distribution to
shareholders before any payment is made to theefwlof the common stock. The Series A convertibbfepred stock participated in &
dividends or other distributions on shares of comrstiock (other than dividends payable in sharesoaimon stock) along with the comn
stock. As a result of anti-dilution adjustmentidaing the November 2012 sale of shares of Opgxammon stock, the Series A convert
preferred stock was convertible into shares ofGoenpanys common stock at a price of $3.12 per share (@ price), subject to certe
limitations and conditions, and up to 1,308,236reh@f common stock were issuable if all 12% cotilvier secured promissory notes issue
the July 2012 financing and outstanding at Decenfier2012 were converted to Series A convertibéfepred stock and such stock is t
converted into common stock. Additionally, Opexaildoelect to convert the Series A convertible pmefé stock into common stock if 1
Companys common stock closes at or above $16.00 per $hiaP® consecutive trading days. As of December2813 and 2012, no share:
Series A convertible preferred stock were outstagdi

As part of the security interest in all of the Canp’s assets granted to the Noteholders, $1.0 millioth@ proceeds was origina
maintained in a controlled account (see Note 2)riy the year ended December 31, 2013, the resdricash was reduced to $0 and
controlled account was terminated.

The Notes were analyzed at issuance for a benleficieversion feature and Opexa concluded that aftmal conversion feature exis
The beneficial conversion feature was measuredguie commitmenttate stock price and was determined to be $1,497,68 whict
$230,969 was attributable to related parties. mythe year ended December 31, 2012, the Compaoyded $1,497,634 as a debt disc
and this amount was amortized to interest expanseei consolidated statements of operations owetettm of the Notes. Opexa also anal
the Notes for derivative accounting consideratiod determined that derivative accounting does pplya

In connection with the issuance of the Notes, Opsga issued Series | warrants to the Noteholdeisitially purchase an aggregate
957,422 shares of Opexa’s common stock at $5.08hmee, subject to certain limitations and adjustsie The warrants have a fiyear tern
and are exercisable six months from the date ofaisse, or January 25, 2013. As a result of diltiion adjustments, the number of war
shares for which the Series | warrants are exdrldsacreased to an aggregate increase of 1,43&Harks of Opexa’common stock at
adjusted exercise price of $2.56 per share, subjefitrther certain limitations and adjustments. sAgesult, Opexa accounted for these
provisions in accordance with FASB ASC 846 which requires Opexa to record the warrants derivative liability at the grant date ant
record changes in fair value relating to the wasat each subsequent balance sheet date (seelNot®pexa can redeem the warran
$0.01 per share if its common stock closes at oval$10.00 per share for 20 consecutive trading.day

The initial fair value of the warrant liabilitiesf $2,314,635, together with the beneficial convamsfeature of $1,497,634 wi
recognized as a debt discount and were amortizéctdoest expense in the consolidated statementp@fations over the term of the N¢
using the effective interest method. During tharyended December 31, 2012, the amortized delautisevas $104,032 and Opexa recogr
$552,978 as a derivative gain in the consolidatatesients of operations due to the change in faiwevof the liability. The unamortiz
discount as of December 31, 2012 amounted to $32308

In February 2013, three of the third party holdefrshe Notes elected to convert their principal anmts of $900,000 into shares of
Company’s Series A convertible preferred stock Wittther immediate conversion into 288,229 shafédh@Company’s common stock.

On September 23, 2013, the Company entered intansndment to the Notes with certain Noteholder$ waspect to certain ter
relating to conversion of the Notes. Pursuant &oNlote amendment, all outstanding Notes were angesdeh that, in addition to the exist
conversion arrangements, the Notes became coreegtbthe Companyg’ election directly into shares of common stockh@a than an
intermediate conversion to shares of Series A ctiNe preferred stock), at a conversion price of less than $1.50 nor more than $Z
based on the most recent closing market price @fbmpany’s common stock on the NASDAQ Stock Matkehe time of the Compary’
election to convert the Notes (including any acdrbat unpaid interest through the conversion date)shares of common stock. Notes in
aggregate principal amount of $3,185,000 were anthg at the time of the Note amendment.
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On September 24, 2013, the Company converted tineipal amount of the Notes and unpaid interesliieg $3,275,053 into «
aggregate of 1,714,697 shares of common stock ainaersion price of $1.91, which was the most readosing market price of tl
Companys common stock on the NASDAQ Stock Market when @oenpany effected such conversion. The Company méted that th
conversion of the Notes qualifies as a debt extslguent since the Notes were converted based onathended conversi
price. Consequently, the Company recorded a Insxtinguishment of debt of $2,518,912 in the ctidated statements of operations, wi
represents the difference in the fair value ofghares issued of $3,275,053 and the carrying anaiuthe Notes (including accrued interes
$98,053) of $756,141 at the date of conversion.ddreying amount of the Notes is net of the unainedtdiscount and deferred financing c
at the date of conversion amounting to $2,432,6®1L.%86,231, respectively.

On January 23, 2013, Opexa closed a private offaramsisting of convertible notes (the “January20Bbtes”)and warrants to purche
shares of common stock for gross proceeds of $680d@ which $100,000 was from a related party (Ble¢e 10). The January 2C
Notes were originally scheduled to mature on Jan@8r 2014 and accrued interest at the rate of p@f@annum, compounded annually.
January 2013 Notes were convertible into commocksab the option of the investors at a price o8®Iper share, subject to certain limitatis
The principal balance plus accrued interest waslplaywithin five business days of the receipt byepof an aggregate of at least $7.5 mi
in proceeds from the sale of its equity securidad/or as payments from one or more partners @ngat partners in return for grantin
license, other rights, or an option to licensetbeowise acquire rights with respect to Tcelna.

The January 2013 Notes were analyzed at issuana@teneficial conversion feature and Opexa comdutfiat a beneficial convers
feature existed. The beneficial conversion featuas measured using the commitmedate stock price and was determined to be $141g§
which $21,820 was attributable to the related padyexa also analyzed the Notes for derivative @ttiog consideration and determined
derivative accounting does not apply.

In connection with the issuance of the January 20dts, Opexa also issued Series J warrants thasecan aggregate of 243,750 st
of Opexas common stock (see Note 15), subject to certamitdtions and adjustments. The relative fair vatdiehe warrant liability ¢
$195,969, together with the beneficial conversieatdire of $141,829, were recognized as a debt wliscand were amortized to inter
expense during the year ended December 31, 20t inonsolidated statements of operations ovetettme of the January 2013 Notes u
the effective interest method.

On February 26, 2013, following the receipt of $rillion in gross proceeds during February 20I8rfrthe sale of common stock
Series L warrants to purchase shares of commok,saod following the receipt of the upfront paymeht$5 million from Merck on Februa
20, 2013, Opexa paid principal and interest tota#$567,368 to holders of the January 2013 Notesylnéh $100,000 was to a related pe
and issued 77,034 shares of common stock to omehof the January 2013 Notes who elected to cotiveprincipal of $100,000.

During the year ended December 31, 2013, the dsbbant of $337,798 in connection with the Jani20¥3 Notes was fully amortized
interest expense in the consolidated statemerdparfations.

The following table provides a summary of the clem@ convertible debt third parties, net of unamortized discount, durihg yea
ended December 31, 2013:

Balance at December 31, 20 $  318,65¢
January 2013 Notes, face va 550,00(
Discount on beneficial conversion feature of Jap2&x13 Notes at issuan (120,009
Discount on fair value of Series J warrant liabikt issuanc (165,820()
Repayment of January 23, 2013 Nc (450,00()
Conversion of January 23, 2013 Notes into commock: (100,000
Conversion of July 25, 2012 Notes into common s (900,000
Conversion of July 25, 2012 Notes into common s (2,555,000
Unamortized discount closed to loss on debt extsiguent 1,949,00:
Amortization of debt discount to interest experigeugh December 31, 2013 1,473,16
Balance at December 31, 2013 $ =

NOTE 10—RELATED PARTY TRANSACTIONS

Investors in the July 25, 2012 Note offering in@ddtwo members of OpexaBoard of Directors and entities affiliated withtrard
director. Opexa issued an aggregate of $630,0@@ncipal amount of Notes to the two directors andentity for which a third director repc
beneficial ownership of Opexa securities. In cotiveowith the issuance of such Notes, Opexa alsweid warrants to purchase an aggreg:
221,483 shares of common stock. The fair valuehef warrants was $356,969. Opexa also determinedNtlies contained a benefic
conversation feature with fair value of $230,96%e&a recorded a total of $587,939 as debt discassnciated with the Notes issued tc
related parties and amortized $16,044 as intergsinse in the consolidated statements of operafioribe year ended December 31, 2012.
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Entities affiliated with related parties were issuBeries K warrants to purchase an aggregate @f365hares of common stock
connection with the January 29, 2013 waiver withpezt to the July 2012 Notes.

The Company issued shares of common stock to holafethe July 2012 Notes in payment of accruedrésteon July 1, 2013, of whi
related parties were issued an aggregate of 55/3@®s of common stock.

On September 24, 2013, the July 2012 Notes heltvbymembers of Opexs’Board of Directors and an entity affiliated wahthirc
director in an aggregate of $647,813 in principabant and unpaid interest were converted into aregte of 339,170 shares of comi
stock at a conversion price of $1.91, which wasnttwst recent closing market price of the Compamgmmon stock on the NASDAQ St
Market when the Company effected such conversion.

Investors in the January 2013 Note offering inclhdae member of OpexaBoard of Directors who was issued a Note withiacpal
amount of $100,000 (see Note 9).

The following table provides a summary of the chemim convertible debt — related parties, net @noortized discount, during 2013:

Balance at December 31, 20 $ 58,10¢
January 2013 Notes, face va 100,00(
Discount on beneficial conversion feature of Jap@4x13 Notes at issuan (21,820
Discount on fair value of Series J warrant liahikt issuanc (30,149
Repayment of January 23, 2013 Nc (100,001
Conversion of July 25, 2012 Notes into common s (630,000
Unamortized debt discount closed to loss on detimgxishmen 483,67¢
Amortization of debt discount to interest experigeugh December 31, 2013 140,18t
Balance at December 31, 2013 $ —

On August 15, 2012, Opexa appointed former direDiavid E. Jorden as its Acting Chief Financial Céfi. As a noremployee office
of Opexa, Mr. Jorden received cash compensatié100,000 per annum for his service. For the pesio8lugust 15, 2012 through Decem
31, 2012, cash compensation totaling $37,500 wasedaby Mr. Jorden and is reported in general adohiistrative expense in t
consolidated statements of operations for the gaded December 31, 2012. As of December 31, 2@k?, compensation totaling $8,333
due to Mr. Jorden and is included in accounts payab the consolidated balance sheets. For the gaded December 31, 2013, ¢
compensation totaling $25,000 was earned by Mdelofor his service as OpesaActing Chief Financial Officer for the period &nuary !
2013 through March 29, 2013 and is reported in gerend administrative expense in the consolidatatements of operations for the y
ended December 31, 2013.

NOTE 11—FAIR VALUE OF DERIVATIVE FINANCIAL INSTRUME NTS

The carrying value of cash and cash equivalentgivables, accounts payable and accrued expengke gonsolidated balance shi
approximates their fair values because of the dleom nature of these instruments. The carryingevaliithe Notes in the consolidated bal:
sheets approximates fair value since the relatedafanterest approximates current market rateenadgement believes Opexa is not expos
significant interest or credit risks arising frohese financial instruments.

Fair value is defined as the exchange price thaildvioe received for an asset or paid to transfetdity (an exit price) in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. Valuation
techniques used to measure fair value maximizeskeof observable inputs and minimize the use observable inputs. Opexa utilizes a fair
value hierarchy based on three levels of inputsylath the first two are considered observablethedast unobservable.

e Level 1 — Quoted prices in active markets for titeal assets or liabilities. These are typicallyadbed from real-time quotes for
transactions in active exchange markets involvitemtical asset:

e Level 2 — Quoted prices for similar assets anblliies in active markets; quoted prices includedidentical or similar assets and

liabilities that are not active; and model-deriweduations in which all significant inputs and dfgrant value drivers are observable in
active markets. These are typically obtained freadily-available pricing sources for comparable instrurss
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e Level 3 — Unobservable inputs, where there iklitt no market activity for the asset or liabilifyhese inputs reflect the reporting
entity’s own beliefs about the assumptions thatkeigparticipants would use in pricing the assdiadnility, based on the best
information available in the circumstanc

FASB ASC 815, “Accounting for Derivatives and @ty Activities” (“FASB ASC 815")specifies that a contract that would othen
meet the definition of a derivative, but is bothifalexed to its own stock and (b) classified imc&holders’equity in the statement of financ
position would not be considered a derivative feiahinstrument. FASB ASC 815 provides a new tstep model to be applied in determir
whether a financial instrument or an embedded feaiiindexed to an issuer's own stock, includingleating the instrumerd’ continger
exercise and settlement provisions, and thus abtpialify for the FASB ASC 815-10 scope exceptibralso clarifies the impact of foreign-
currency-denominated strike prices and mabasted employee stock option valuation instrumentthe evaluation. Initially, Opexa evaluz
all of its financial instruments and determinedttthee Series | warrants associated with the Jull22Qote financing (see Note 9) qualified
treatment under FASB ASC 815. Consequently, the izom recorded a derivative liability of $2,314,88%0n issuance of the warrants al
corresponding discount on the convertible debtNomember 8, 2012, it was determined that the ffoorresetting the exercise price was
and no further adjustments to the exercise pridgd®Series | warrants would occur. Therefore Sbges | warrants were considered index:
the company’s stock and qualified for the scopeepiion under FASB ASC 8180 allowing for a transfer from liability classiéifon to equit
classification. Consequently, the remaining demeatiability of $1,761,657 at November 8, 2012 wastten off to additional paid in capi
on the consolidated balance sheets.

The following table provides a summary of the ctemnip fair value, including net transfers in andot, of the derivative financial
instruments, measured at fair value on a recubvagjs using significant unobservable inputs (L&)dbr the year ended December 31, 2012:

Balance at December 31, 2C $ —
Fair value of warrant derivative liabilities atussce 2,314,63
Realized derivative gains included in other incdegense (552,979
Write off of warrant derivative liability to adddnal paid in capital (1,761,65)
Balance at December 31, 2012 $ =

The fair value of the derivative liabilities ard@dated at the time of issuance using the Lattiggon pricing model with Monte Carlo
simulation. Opexa records a derivative liability fbe calculated value. Changes in the fair valub® derivative liabilities are reported in ot
income (expense) in the consolidated statemerndparfations. The variables used in the Lattice oppigcing model for the derivative liabiliti
during the year ended December 31, 2012 include:

Septembe  November 8

July 25, 201. 30, 201. 2012
Market value of common stock on measurement $ 256 $ 27C $ 1.9¢
Projected exercise pri( $ 50C $ 452 % 4.5¢
Risk free interest rai 0.5€% 0.5€% 0.72%
Warrant lives in year 5 4.8¢ 4.71
Expected volatility 19:% 19:% 194%
Expected dividend yiel 0% 0% 0%
Offering price rang: $ 2.56-$6.5¢ $ 2.72-$6.72 $ 2.5¢-$6.5¢€

NOTE 12—COMMITMENTS AND CONTINGENCIES

In October 2005, Opexa entered into ayear lease for its office and research facilitiéfse facility including the property is leased f
term of ten years with two options for an additibiize years each at the then prevailing markes.reuture minimum lease payments unde
non-cancellable operating lease are $157,896 for 20t4$4.18,422 for 2015. Rent expense in the condelidstatements of operations !
approximately $136,000 for each of the years efdsrbmber 31, 2013 and 2012.

NOTE 13—SIGNIFICANT CONTRACTUAL SERVICE AND MILESTO NE AGREEMENTS

In February 2012, Opexa entered into an agreemdt Rharmaceutical Research Associates, Inc. (“PRA”contract resear
organization, in which PRA will provide Opexa wihrvices related to the design, implementationraadagement of Opexabngoing Pha:
lIb clinical trial program in SPMS (the “PRA Agreemt”). Payments by Opexa to PRA under the PRA Agreementbased on ti
achievement of certain time and performance mitestcas presented in the PRA Agreement. Total patgmerPRA during the years ent
December 31, 2013 and 2012, which were chargegswarch and development expense on the consolistatednents of operations, amoul
to $1,582,380 and $1,382,236, respectively. Unlesrinated by either party without cause on 60 daya notice or on shorter notice w
cause, the initial term of the PRA Agreement isféarr years and automatically renews for successieeyear terms.
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During 2012, Opexa entered into individual Clinidalal Agreements with 18 clinical institutions (tively, the “Institutions”)acros
the U.S. and 18 principal investigators (collediry¢he “Investigators™acting within their employment or agent positionishim their clinica
institution. During 2013, Opexa entered into indival Clinical Trial Agreements with an additiona8 Institutions and an additional
principal investigators acting within their emplognt or agent positions within their clinical ingtibn. Under the terms of each Clinical T
Agreement, each of the Investigators will identifyd recruit subjects with SPMS meeting certain lément requirements and conduct clin
research in conjunction with OpesaPhase llb clinical study, and each of the Intitis will provide appropriate resources and ftie#i so th
Institution’s Investigator can conduct Opex@hase IIb clinical study in a timely and profesai manner and according to the terms o
Clinical Trial Agreement. Under the terms of eadimiCal Trial Agreement, Opexa paid an upfront caslyment to each Institution for stant-
and other costs which were charged directly to egpe Future payments by Opexa to the Institutaiuring the term of each Clinical Tr
Agreement are based on the achievement of certaformance milestones as presented in each Clilical Agreement. Unless terminated
Opexa without cause with 30 day®itice, or unless terminated by the Institutionyelstigator or Opexa for health or safety reasdrsritial
term of the Clinical Trial Agreements with eachtingion and Investigator is for the duration oéthenrolled subjects in the Phase llb clin
study.

NOTE 14—EQUITY
Summary information regarding equity rethtransactions for the years ended December 32, &0d December 31, 2013 is as follows:
During 2012, equity related transactions were Hevia:

e In November 2012, Opexa entered into two purchgseemnents with Lincoln Park pursuant to which tleen@any has the right
sell to Lincoln Park an aggregate of up to $16.Bioniin shares of common stock, subject to certainditions and limitations. /
consideration for its commitment to purchase shafesommon stock pursuant to the $1.5 million pass agreement, Ope
issued to Lincoln Park 56,507 shares of commorksigih a fair value of $149,13:

e In November and December 2012, 265,000 sharesnomom stock were sold and 2,610 additional commitrsbares were issu
to Lincoln Park for net proceeds of $333,9

e In December 2012, 163,224 shares of common stock issued to the Noteholders of the July 2012 Natepayment of accru
interest totaling $185,68.

During 2013, equity related transactions were #evis:

e In January 2013, 125,000 shares of common stock weld and 975 additional commitment shares wenges to Lincoln Pa
under the $1.5 million purchase agreement for netgeds of $142,40

e An aggregate of 365,263 shares of common stock issped in connection with the conversion of theuday 2013 and July 20
Notes (see Note 9

e In February 2013, Opexa sold an aggregate of 187s64res of common stock under the ATM Agreemengfoss proceeds
$536,417

e On February 11, 2013, Opexa sold an aggregate0881334 units in a registered offering, with eaalt gonsisting of one she
of common stock and a warrant to purchase half) @ £hare of common stock, at a price of $3.00upétr for gross proceeds
$3,250,002. The shares of common stock and warveerts immediately separable and were issued sebasatch that no uni
were issued. The warrants are exercisable immdgiapon issuance, have a foygar term and an exercise price of $3.0C
share. A fee of 6.0% of the gross proceeds wastpdlte placement agel

e OnJuly 1, 2013, Opexa issued 123,231 shares ofmmmnstock to the Noteholders of the July 2012 Natepayment of accru
interest totaling $188,543 through June 30, 2

e On August 13, 2013, Opexa sold 12,000,000 share®minon stock in an underwritten public offeringaaprice of $1.50 p
share for gross proceeds of $18,000,(

e In September 2013, exercise of the oabotment option granted to the underwriters of #iggust 2013 underwritten pub

offering resulted in the issuance of an additid®#@0,000 shares of common stock at a price of $i€5Ghare for gross proce
of $1,350,000
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e On September 24, 2013, 1,714,697 shares of commoak svere issued in connection with the conversibrthe remainin
outstanding July 2012 Notes (see Note

e On November 8, 2013, 78,571 shares of restrictethoan stock with an aggregate fair value of $147,W&8e issued to cert:
members of Opexa’management. Opexa recognized stock based contipensgpense of $69,899 related to these sharethd
year ended December 31, 20

e On December 23, 2013, Opexa sold 4,738,000 shaiessammmon stock, including the full exercisetbé overallotment optio
granted to the underwriters, at a price of $1.7#0spare for gross proceeds of $8,054,t

e Forthe year ended December 31, 2013, $2,985,38%eited against additional paid in capital askstdfering costs.
NOTE 15—OPTIONS AND WARRANTS

The Board initially adopted the Opexa Therapeutios, 2010 Stock Incentive Plan on September 2020t the granting of equi
incentive awards to employees, directors and ctarsisl of Opexa, and the Plan was initially approtsgdthe Companyg shareholders 1
October 19, 2010. On September 25, 2013, the Bagpdoved the Amended and Restated 2010 Stock imedian (“the 2010 Plan”and th
Companys shareholders approved the amended 2010 Plan wenider 8, 2013, in order to (i) increase the nunafeshares of common stc
reserved for issuance by 3,000,000 shares anck$it the number of stotlased awards issuable to a participant in any daleyear to alig
with the increase in the shares reserved. The P04 is the successor to and continuation of Ogedane 2004 Compensatory Stock Og
Plan (the “2004 Plan”)The 2004 Plan reserved a maximum of 575,000 sldiresmmon stock for issuance pursuant to incergteek option
and nonqualified stock options granted to employe@®ctors and consultants. Awards were made tereincentive stock options
nonqualified stock options, with the Board havirgcdetion to determine the number, term, exercisge@nd vesting of grants made unde!
2004 Plan. All outstanding equity awards grantedemrthe 2004 Plan continue to be subject to thmdeand conditions as set forth in
agreements evidencing such stock awards and thes tef the 2004 Plan, but no additional awards vl granted under the 2004 F
subsequent to approval of the 2010 Plan. The Rlaf reserves a maximum of 3,625,000 shares of @ystock for issuance plus
number of shares subject to stock options outstgndnder the 2004 Plan that are forfeited or teateinprior to exercise and would otherv
be returned to the share reserves under the 2@0vdnld any reserved shares not issued or subjecttstanding grants, up to a maximun
513,220 shares. The 2010 Plan provides for thetgrfaincentive stock options or nonqualified stagkions, as well as restricted stock, s
appreciation rights, restricted stock units andqrerance awards that may be settled in cash, stockher property. The Board of Director:
Compensation Committee, as applicable, administer2010 Plan and has discretion to determinedbipients, the number and types of s
awards to be granted and the terms and conditibtiseostock awards, including the period of theiereisability and vesting. Subject t
limitation on repricing without shareholder apprbwhe Board or Compensation Committee, as apdicabay also determine the exer
price of options granted under the 2010 Plan.

Employee Options

During 2012, options to purchase an aggregate @f8B2 shares were granted to employees, at exgrdises ranging from $1.80
$3.80. These options have terms of ten years avel daesting schedule of three years. Fair valug88f,020 was calculated using the Blacl
Scholes option-pricing model. Variables used in Bi@ck-Scholes optiopricing model for these options include (1) disdotate range «
1.40% and 1.98%, (2) expected term of 5.25 to Tsy€8) expected volatility range of 180% and 183%d (4) zero expected dividends.

During 2012, options to purchase an aggregate 4786 shares were granted to senior managemeet] basthe achievement of future
performance-based, strategic milestone objectatesn exercise price of $3.80. These options hawes of ten years and have vesting
schedules of three years commencing after the peoific milestone objectives have been individuatigt. Fair value of $964,715 was
calculated using the Black-Scholes option-pricingdel. Variables used in the Black-Scholes oppaning model for these options include
discount rate of 1.98%, (2) expected term of tearge(3) expected volatility of 183% and (4) zexpexted dividends. As of December 31,
2012, one of the two specific milestone objectivad been individually met and an aggregate of &db@res granted to senior management
commenced vesting during 2012.

During 2012, options to purchase 4,678 shares foef@ted and cancelled.

Opexa recorded $549,150 stdo#tsed compensation expense to management and empldyring 2012, which included the rel
expense for the options that are expected to vased on achievement of their related performanasditons. Unamortized sto
compensation expense as of December 31, 2012 aetbim$1,142,135.

During 2013, options to purchase an aggregate 8f58® shares were granted to employees, at exqrdises ranging from $1.45
$2.34. These options have terms of ten years avel daesting schedule of three years. Fair valug66D,601 was calculated using the Blacl
Scholes option-pricing model. Variables used i@ Black-Scholes optiopricing model for these options include (1) disdorate range ¢
1.73% and 2.78%, (2) expected term of 5.25 to 6sy€a) expected volatility range of 191.83% an8.80% and (4) zero expected dividends.
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During 2013, options to purchase 78,171 shares foefeted and cancelled.

Opexa recorded $766,875 stdo#tised compensation expense to management and empldyring 2013, which included the rel
expense for the options that are expected to \&sstcon achievement of their related performanndittons. Unamortized stock compensa
expense as of December 31, 2013 amounted to $894,82

Non-Employee Options:

During 2012, an option to purchase an aggregal8afb0 shares was granted to Opexa’s employee Acting Chief Financial Offic
at an exercise price of $2.04 in connection with &ppointment. This option has a term of ten yeai onethird of the shares vesti
immediately, one-third of the shares vesting onddgloer 31, 2012 and the remaining dhied of the shares vesting at the earlier of J80,
2013 or the appointment of a permanent chief firdrafficer. Fair value of $37,096 was calculatesing the Black-Scholes optiqricing
model. Variables used in the Black-Scholes oppaning model for this option include (1) discouate of 1.80%, (2) expected term of £
years, (3) expected volatility of 185% and (4) zexpected dividend:

During 2012, options to purchase an aggregate @080shares were granted to directors for servic®©pexas Board at an exerci
price of $3.76. Options to purchase an aggregal® @00 shares have terms of 10 years, with 50¢%heohares vesting immediately and !
vesting one year from the date of grant. Optionpurchase the remaining 20,600 shares will expir¢he earlier of 10 years or a chang
control of the Company, with 50% of the shares imgsimmediately and 50% vesting on December 3122Fhir value of $111,428 w
calculated using the Black-Scholes option-pricingdel. Variables used in the Black-Scholes opfaicing model for these options include
discount rate of 2.03%, (2) expected term of 5.2ary, (3) expected volatility of 186% and (4) zexpected dividends.

During 2012, options to purchase 25,563 shares foefeted and cancelled.

Opexa recorded $141,576 of stdeksed compensation expense to consultants andtadfreduring 2012. Unamortized st
compensation expense as of December 31, 2012 aetbtmn$14,770.

During 2013, options to purchase an aggregate ¢f7/@8shares were granted to directors for seric®©pexas Board at an exerci
price of $1.75. Options to purchase an aggregaB9@f00 shares have terms of 10 years, with 50%heghares vesting immediately and !
vesting one year from the date of grant. Optionpurchase the remaining 68,572 shares will expir¢he earlier of 10 years or a chang
control of the Company, with 50% of the shares imgsimmediately and 50% vesting on December 31 32Fhir value of $151,867 w
calculated using the Black-Scholes option-pricingdel. Variables used in the Black-Scholes opfiacing model for these options include
discount rate of 1.73%, (2) expected term of 52ary, (3) expected volatility of 201.21% and (4pzexpected dividends.

During 2013, options to purchase 11,072 shares foeieted and cancelled.

Opexa recorded $143,212 of stdwksed compensation expense to consultants andtadgeduring 2013. Unamortized st
compensation expense as of December 31, 2013 aetbtm$4,190.

Broker and Investor Warrants
During 2012, warrants to purchase 464,584 shares fodeited.

In connection with Opexa’July 25, 2012 private offering of the July 2018té¢ (see Note 9), Opexa issued warrants to thdetsob
the July 2012 Notes to purchase an aggregate 861,21 shares of common stock at a current adjuestedcise price of $2.56 per shi
subject to certain limitations and adjustments.sEhwarrants have a term of five years and arallyitexercisable on January 25, 2013.

During 2013, warrants to purchase 1,482,892 shaees forfeited.

In connection with Opexa’January 23, 2013 private offering of the Jan2@y3 Notes (see Note 9), Opexa issued warrantle
holders of the January 2013 Notes to purchase giregagte of 243,750 shares of common stock at amcisgegorice of $1.24 per share, subje
certain limitations and adjustments. These warrhat® a term of five years and were immediately@sable. The estimated relative fair ve
of the investor warrants was $195,969 and was [k using the Blackcholes valuation model. The following assumptiorese usec
(1) no expected dividends, (2) risk free interede rof 0.76%, (3) expected volatility of 191% add €xpected life of five years. Opexa
redeem the warrants at $0.01 per share if the Coy'gpaommon stock closes at or above $10.00 paesha 20 consecutive trading days.

Pursuant to a waiver executed by the holders ekuess of two-thirds (68/3%) of the principal amount of the outstandinty 201~
Notes and accepted by Opexa, the amount of thestdghct to a deposit control agreement was redtec&800,000 during January 2013 |
Note 2). In exchange for such waiver, the Compasyed warrants to the holders of the July 2012 Nimtgourchase an aggregate of 187
shares of common stock at an exercise price oflie? share, subject to certain limitations andistdjents. The warrants have a term of
years and were immediately exercisable. The estintdir value of the warrants was $219,553 and eedsulated using the Bla-Schole
valuation model. The following assumptions weredug&) no expected dividends, (2) risk free interate of 0.90%, (3) expected volatility
191% and (4) expected life of five years. Opexa realeem the warrants at $0.01 per underlying stfacemmon stock if the common st
closes at or above $10.00 per share for 20 corigeduading days. The fair value of the warraneswecognized as additional interest exp
during the year ended December 31, 2013.
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In connection with Opexa’ February 2013 registered offering (See Note Ofexa issued warrants to the investors to purchs
aggregate of 541,668 shares of common stock akerciee price of $3.00 per share, subject to aeffiaiitations and adjustments. Th
warrants have a term of four years and were imnbelgli@xercisable.

At December 31, 2012, the aggregate intrinsic valuthe outstanding options and warrants was $B3&@# $57,891, respectively.
December 31, 2013, the aggregate intrinsic valubebutstanding options and warrants was $49,881$255,750, respectively.

Summary information regarding options and warrémis: December 31, 2006 is as follows:

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Outstanding at December 31, 20 190,42t $ 45.92 917,59( $ 78.0¢
Year ended December 31, 20!
Grantec 73,47¢ 21.17 — —
Forfeited and canceled (4,336 30.9¢ — —
Outstanding at December 31, 2( 259,56 $ 39.1¢ 917,59( $ 78.0¢
Year ended December 31, 20
Grantec 160,10( 4.5(C 1,682,20! 7.8¢4
Forfeited and canceled (31,617 24.4] — —
Outstanding at December 31, 2( 388,04t $ 25.8¢ 2,599,79! $ 32.6(
Year ended December 31, 20!
Grantec 193,58: 3.8 801,14: 6.6¢
Exercisec (15,100 4.21 (179,69) 6.6
Forfeited and canceled (85,605 42.2: (52,087) 20.0(
Outstanding at December 31, 2( 480,92t $ 14.8C 3,169,16! $ 27.7:
Year ended December 31, 20.
Granted 38,13¢ 8.3¢ 1,96¢ 8.0(C
Exercisec (35,38() 3.5¢€ (17,109 8.4(
Forfeited and canceled (98,169 36.6: (289,160 117.6(
Outstanding at December 31, 2( 385,51t $ 8.6( 2,864,87. $ 11.0(
Year ended December 31, 20.
Granted 76,15° 6.2¢ 414,64¢ 10.4¢
Exercisec — — — —
Forfeited and canceled (18,750 20.0( (671,972 23.7:
Outstanding at December 31, 2( 442,920 % 7.71 2,607,551 $ 6.6€
Year ended December 31, 20.
Granted 411,93t 3.6¢ 1,436,12. 2.5¢
Exercisec — — — —
Forfeited and canceled (30,247 11.8( (464,584 6.12
Outstanding at December 31, 2( 824,62( $ 5.54 3,579,08 $ 5.64
Year ended December 31, 20.
Granted 427,07. 1.9¢ 972,91 2.21
Exercisec — — — —
Forfeited and canceled (89,247) 4.5t (1,482,89) 6.5¢
Outstanding at December 31, 2013 1,162,44 $ 4.30 3,069,11. $ 4.12
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Summary of options outstanding and exercisabld 8geoember 31, 2013 is as follows:

Weighted Average

Range of Exercise Remaining Contractual Number of Options Number of Options
Prices Life (years) Outstanding Exercisable
$0.88 to $4.9 6.61 960,25« 467,21
5.00t09.9 0.8¢€ 157,32! 154,30«
10.00 to 39.2 0.11 44,87( 44,87(
$0.88 to $39.2 7.5¢ 1,162,44! 666,39:

Summary of warrants outstanding and exercisabté Becember 31, 2013 is as follows:

Weighted Average

Range of Exercise Remaining Contractual Number of Warrants Number of Warrants
Prices Life (years) Outstanding Exercisable
$1.21 to $4.9 2.7¢ 2,409,03: 2,409,083
5.00to 10.4 0.4(C 660,08( 660,08(
$1.21 to $10.4 3.1¢ 3,069,11: 3,069,11

NOTE 16—LICENSES AND GAIN ON EXTINGUISHMENT OF LIAB ILITY
University of Chicago License Agreement

In 2004, Opexa entered into an agreement with thevdssity of Chicago (“University”)for the worldwide license to technolc
developed at Argonne National Laboratory, a U.Sodbement of Energy Laboratory operated by the Usitye The license was later amen
granting Opexa an exclusive, non-transferable wadd license to the University’stem cell technology. In consideration for tleedise an
amendment, Opexa paid the University a total of2$5282 and issued the University 53,462 shares ofnoon stock valued at $2,295,4
Opexa also agreed to pay the University $1.5 milad to issue the University 21,623 shares of @@exnmon stock. In April 2007, the $
million cash payment obligation was extended uiuily 31, 2007 and the obligation to issue share®m#xas common stock was extent
until July 31, 2007, with $112,440 accrued as ofeJ80, 2007.

In July 2007, Opexa entered into a second amendddestated license agreement with the Universigy eliminated the obligatio
under the prior agreement for the payment of $lilbom due July 31, 2007 and the obligation to is€1,623 shares of Opexa common s
These obligations were recorded as an intangitdetasith the liabilities recorded as a notes plraigurrent portion of $1.5 million anc
stock payable of $112,440. As a result of the ammand and restatement of the license agreementtigtiuniversity, $1,612,440 was repol
as a gain on extinguishment of liability. Opexa laggpthe accounting guidance related to transfexs$ servicing of financial assets
extinguishments of liabilities as well as the guida on debtos accounting for a modification or exchange of destruments. In August 20(
the University of Chicago license agreement wagasd to Novartis as part of Opegasale of its stem cell technology platform to Nabig:
and effective November 2, 2011, the license agreémas reassigned to Opexa and the license agreement wasdathend restated,
further described below.

Stem Cell Technology Agreeme

In August 2009, Opexa entered into an exclusiveement with Novartis for the further developmenitsefstem cell technology. Tt
technology, which has generated preliminary dates iw early preclinical development. Under the teahthe agreement, Novartis acquirec
stem cell technology from Opexa and Novartis had fasponsibility for funding and carrying out afkesearch, development ¢
commercialization activities. Opexa received anaf cash payment of $3 million at the time theeagnent was entered into and subsequ
received $0.5 million as a technology transfer stdee fee.

In November 2011, Opexa eequired the stem cell assets from Novartis in iciemation for releasing Novartis with respect to/
further payment obligations owed to Opexa by Nasahh connection with the reequisition of the stem cell assets, a relatechfieeagreeme
with the University of Chicago was essigned to Opexa. Opexa and the University of &juicentered into a Fourth Amended and Res
License Agreement in connection with such assigrrice@pexa.
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EXHIBIT INDEX

Exhibit No. Description

2.1 Stock Purchase Agreement by and among&@pbinited Industries, Inc., Jason G. Otteson, flAh&rontiers Corp., Warren
C. Lau and other PharmaFrontiers shareholdersq diddsy 5, 2004 (incorporated by reference to Exiibltto the
Compan’s Current Report on Forn-K filed June 4, 2004, File No. 0-25513).

2.2 Agreement and Plan of Reorganization lyamong PharmaFrontiers Corp., Pharma Acquisitionp@nd Opexa
Pharmaceuticals, Inc. dated October 7, 2004 (iraratpd by reference to Exhibit 2.1 to the Compa@usrent Report on
8-K filed October 8, 2004, File No. 0-25513).

3.1 Restated Certificate of Formation of Op€&karapeutics, Inc. (incorporated by referencexbilkit 3.1 to the Company’s
Current Report on Forrmr-K filed on July 26, 2012

3.2 Certificate of Designation of Preferendigihts and Limitations of Series A Convertible fereed Stock of Opexa
Therapeutics, Inc. (incorporated by reference thilkik4.2 to the Company’s Current Report on Fori Bled on July 26,
2012).

3.3 Certificate of Amendment of the Restated Certificaft Formation of Opexa Therapeutics, Inc. (incoaped by reference
Exhibit 3.1 to the Compars Current Report on Forn-K filed on December 14, 2012

3.4 Amended and Restated By-laws, as amerndeatforated by reference to Exhibit 3.3 to the @any’s Annual Report on
form 1(-K filed on March 8, 2011

4.1 Form of Common Stock Certificate (incoqted by reference to Exhibit 4.7 to the CompanyggiRration Statement on
Form -3 filed on November 13, 2009, File No. -163108).

4.2 Unit Purchase Agreement dated AprilZBD9 by and among Opexa Therapeutics, Inc. anthtrestors party thereto for
the 10% Convertible Notes and Series G Warrant®(porated by reference to Exhibit 10.1 of the Canyps Current
Report on Form-K filed April 16, 2009).

4.3 Form of Series G Warrant issued on Aptil2009 (incorporated by reference to Exhibit 1df.the Company’s Current
Report on Form-K filed April 16, 2009).

4.4 Form of Securities Purchase Agreementddateof December 9, 2009 by and between Opexa fjéatias, Inc. and each
investor signatory thereto for Unit offering of Corman Stock and Series A and Series B Warrants (rorated by
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed December 10, 2009

4.5 Form of Common Stock Purchase WarranS#gies A and Series B Warrants (incorporated Breece to Exhibit 4.1 to
the Compan’s Current Report on Forn-K filed December 10, 2009

4.6 Form of Series H Warrant issued on Felpridar 2011 (incorporated by reference to Exhititdf. the Company’s Current
Report on Form-K filed February 8, 2011

4.7 Form of Series | Warrant issued on July?ZA 2 (incorporated by reference to Exhibit 4.1hi Companys Current Repo
on Form &K filed on July 26, 2012,

4.8 Form of Series J Warrant issued on Jarm2@yP013 (incorporated by reference to Exhibittd.the Company’s Current
Report on Form-K filed on January 23, 2012

4.9 Form of Series K Warrant issued on Jan@ar2013 (incorporated by reference to Exhibittd.the Company’s Current
Report on Form-K filed on January 30, 2012

4.10 Form of Series L Warrant issued on Falyrid, 2013 (incorporated by reference to Exhibitt the Company’s Current
Report on Form-K filed on February 7, 2013

4.11 Form of Securities Purchase Agreemem¢ddas of February 7, 2013, by and between Opegeaphkutics, Inc. and each
investor signatory thereto (incorporated by refeesto Exhibit 10.1 to the Company’s Current Reporform 8-K filed on
February 7, 2013

10.1+ Opexa Therapeutics, Inc. June 2004 ConaperysStock Option Plan (incorporated by referetacExhibit B to the

Compan’s Definitive Information Statement on Schedule Tl on June 29, 2004, File No. (-25513).




10.2+

10.3+

10.4+

10.5+

10.6+

10.7+

10.8

10.9

10.10

10.11

10.12
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10.15

10.16

10.17
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Certificate of Amendments to the Opexardpeutics, Inc. June 2004 Compensatory Stock Ojftian (incorporated by
reference to Exhibit 10.15 of the Comp’s Annual Report on Form -K filed March 5, 2010)

Opexa Therapeutics, Inc. 2010 Stock Ineerilan, as amended and restated (incorporateeférence to Exhibit 10.1 to
the Compan’s Current Report on Forn-K filed on November 12, 2013

Form of award agreement for awards to Bdemunder the Opexa Therapeutics, Inc. 2010 Stamkntive Plan
(incorporated by reference to Exhibit 10.2 of thepanys Current Report on Forn-K filed October 22, 2010

Employment Agreement dated June 16, 2008 by andeaet Opexa Therapeutics, Inc. and Neil K. Warmeofiporated b
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed on June 18, 2008

Amended and Restated Employment Agreeergrted into on April 21, 2010 by and between Opherapeutics, Inc.
and Donna R. Rill (incorporated by reference toigixH 0.1 of the Company’s Current Report on Forid 8led April 27,
2010).

Offer Letter, effective March 29, 2013,dyd between Opexa Therapeutics, Inc. and KartadhBkrishnan (incorporated
by reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed on April 1, 2013)

License Agreement dated September 5, 29@hd between Opexa Therapeutics, Inc. and Baydtie@e of Medicine
(incorporated by reference to Exhibit 10.14 to@wmpany’s Annual Report on Form K®&B filed April 15, 2005, File Nc
00C-25513).

Lease dated August 19, 2005 by and bet@gexa Therapeutics, Inc. and Dirk D. Laukien (ipooated by reference to
Exhibit 10.13 to the Compa’s Annual Report on Form -KSB filed March 31, 2006, File No. 0-25513).

License Agreement dated January 13, 20@Hh8 between Opexa Therapeutics, Inc. and Shahggtaute for Biological
Services (incorporated by reference to Exhibit 3Qd®2the Company’s Registration Statement on FoB2 $Amendment
No. 1) filed February 9, 2006, File No. --126687).

Fourth Amended and Restated License Agragrdated November 2, 2011, by and between Opk&eapeutics, Inc. and
the University of Chicago (incorporated by refereie Exhibit 10.2 to the Company’s Quarterly Remort~orm 109 filed
November 4, 2011

Form of Note Purchase Agreement, dated July 252 20 and among Opexa Therapeutics, Inc. and trestars signator
thereto (incorporated by reference to Exhibit 10.the Compar’s Current Report on Forn-K filed on July 26, 2012

Form of 12% Convertible Secured Promisstote issued to investors on July 25, 2012 (incafsa by reference to
Exhibit 10.2 to the Compa’s Current Report on Forn-K filed on July 26, 2012’

Form of Security Agreement, dated July2Z8,2, by and among Opexa Therapeutics, Inc. nfestors signatory thereto,
and Alkek & Williams Ventures, Ltd. as collatergient for the investors (incorporated by referemcExhibit 10.3 to the
Compan’s Current Report on Forn-K filed on July 26, 2012}

Deposit Account Control Agreement, datdg 25, 2012, by and among Opexa Therapeutics, Alkek & Williams
Ventures, Ltd. as collateral agent for the investand Wells Fargo Bank, National Association (ipooated by reference
to Exhibit 10.4 to the Compa’s Current Report on Forn-K filed on July 26, 2012

Form of Registration Rights Agreementedaluly 25, 2012, by and among Opexa Therapeliticsand the investors
signatory thereto (incorporated by reference toilsika0.5 to the Company’s Current Report on For Bled on July 26,
2012).

Form of Waiver and Omnibus Amendment,didsmuary 30, 2013, by and between Opexa Therapelitc. and certain
investors (incorporated by reference to Exhibie1do the Company’s Annual Report on Form 10-Kdfiten March 29,
2013).

Form of Omnibus Amendment to All Outstagdi2% Convertible Secured Promissory Notes of @dderapeutics, Inc.
and Associated Registration Rights Agreement, nedfgetive as of September 23, 2013, by and amorex®p
Therapeutics, Inc. and certain holders of its 128av@rtible Secured Promissory Notes (incorporateceference to
Exhibit 10.1 to the Compa’s Current Report on Forn-K filed September 25, 2013
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Sales Agreement, dated September 6, P§1ahd between Opexa Therapeutics, Inc. and BriRsdnck Securities
Corporation (incorporated by reference to Exhifitl1to the Company’s Current Report on Forid Bled on September
2012).

$15.0 million Purchase Agreement, dateaf &ovember 2, 2012, by and between Opexa Thetagselnc. and Lincoln
Park Capital Fund, LLC (incorporated by referercé&xhibit 10.1 to the Company’s Current Report onnfr 8-K filed on
November 5, 2012

$1.5 million Purchase Agreement, dateaf &ovember 5, 2012, by and between Opexa Theraselnc. and Lincoln
Park Capital Fund, LLC (incorporated by referer@&xhibit 10.2 to the Company’s Current Report onnfr8-K filed on
November 5, 2012

Registration Rights Agreement, dated d$ovember 2, 2012, by and between Opexa Theragelnic. and Lincoln Park
Capital Fund, LLC (incorporated by reference to iBitt0.3 to the Company’s Current Report on Fori Bled
November 5, 2012

Form of unsecured 12% Convertible PromysBiote issued to investors on January 23, 201®(porated by reference to
Exhibit 10.1 to the Compa’s Current Report on Forn-K filed on January 23, 2012

Option and License Agreement, dated Rebr, 2013, by and between Ares Trading SA, a lytewned subsidiary of
Merck Serono S.A., and Opexa Therapeutics, Inco(jporated by reference to Exhibit 10.1 to the Canys Current
Report on Form-K filed on February 5, 2013

List of Subsidiaries (incorporated by refeze to Exhibit 21.1 to the Company’s Annual Reporform 10-K filed on
March 29, 2013)

Consent of Independent Registered Pubticointing Firm MaloneBailey, LLP, dated February 2014 to the
incorporation by reference of their report datetirbary 27, 2014 in the Company’s Registration $tatets on Form S-8,
S-3and -1.

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002

Certificate of Chief Executive Officer purant to Section 906 of the Sarbanes-Oxley AcDoP2

Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 2002

Financial statements from the Annual Reporform 10-K of the Company for the period endeddnber 31, 2013,
formatted in Extensible Business Reporting LanguXdRL): (i) Consolidated Balance Sheets; (ii) Golidated

Statements of Operations; (iii) Consolidated Statets of Changes in Stockholders’ Equity; (iv) Cditsded Statements
of Cash Flows; and (v) Notes to Consolidated Firsr&tatements

+

Filed herewitt

Management contract or compensatory plan or arraage

Confidential treatment was granted with respeateidain portions of this exhibit. Omitted portionave been filed separately with
Securities and Exchange Commissi



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation in this Registratitatements on Form S-1 (Filing no. 333-185738),(Biling nos. 333-185001, 333-185003
and 333-191655) and S-8 (Filing nos. 333-1391963881176934 and 333-192215) of our report dateduzadp 27, 2014 with respect to the
audited consolidated financial statements of Ofeherapeutics, Inc. for the years ended Decembe2@®113 and 2012.

We also consent to the references to us underehdimg “Experts” in such Registration Statements.
/sl MaloneBailey, LLP
www.malone—bailey.com

Houston, Texas

February 27, 2014



EXHIBIT 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Neil K. Warma, certify that:
1. | have reviewed this Annual Report on Forn-K of Opexa Therapeutics, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4, The registran$’ other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré® tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipoy, or caused such internal control over finaheporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting aride preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registsaisclosure controls and procedures and presémthd report our conclusions ab
the effectiveness of the disclosure controls amuteuatures, as of the end of the period covered tlsyréport based on sL
evaluation; ant

d. Disclosed in this report any change in tgistrant’s internal control over financial repodithat occurred during the registrant’
fourth fiscal quarter that has materially affected,is reasonably likely to materially affect, tregistrants internal control ow
financial reporting; an

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrasthboard of directors (or persons performing theweden
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraérofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b. Any fraud, whether or not material, thatalwes management or other employees who have #isagn role in the registrarg’
internal control over financial reportin

Date: February 27, 2014 By: /s/ Neil K. Warme
Neil K. Warma
President and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Karthik Radhakrishnan, certify that:
1. | have reviewed this Annual Report on Forn-K of Opexa Therapeutics, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4, The registran$’ other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré® tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipoy, or caused such internal control over finaheporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting aride preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registsaisclosure controls and procedures and presémthd report our conclusions ab
the effectiveness of the disclosure controls amuteuatures, as of the end of the period covered tlsyréport based on sL
evaluation; ant

d. Disclosed in this report any change in tgistrant’s internal control over financial repodithat occurred during the registrant’
fourth fiscal quarter that has materially affected,is reasonably likely to materially affect, tregistrants internal control ow
financial reporting; an

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrasthboard of directors (or persons performing theweden
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraérofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b. Any fraud, whether or not material, thatalwes management or other employees who have #isagn role in the registrarg’

internal control over financial reportin

Date: February 27, 2014 By: /s/ Karthik Radhakrishna
Karthik Radhakrishnan
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Opexa Tipergics, Inc. (the “Company”) on Form KDfor the period ending December
2013 (the “Report”)as filed with the Securities and Exchange Commissio the date hereof, I, Neil K. Warma, President @hief Executiv

Officer of the Company, certify, pursuant to 18 I.S81350, as adopted pursuant to §906 of the Baslixley Act of 2002, to the best of 1
knowledge, that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: February 27, 2014 By: /s/ Neil K. Warme

Neil K. Warma
President and Chief Executive Officer
(Principal Executive Officer




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Opexa Tipergics, Inc. (the “Company”) on Form KDfor the period ending December
2013 (the “Report”)as filed with the Securities and Exchange Commissio the date hereof, |, Karthik Radhakrishnan,e€CHRinancia

Officer of the Company, certify, pursuant to 18 I.S81350, as adopted pursuant to §906 of the Baslixley Act of 2002, to the best of 1
knowledge, that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: February 27, 2014 By: /s/ Karthik Radhakrishna
Karthik Radhakrishnan
Chief Financial Officer
(Principal Financial and Accounting Office




