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Opexa Therapeutics, Inc,

2,986,767 Shares of Common Stock

This prospectus relates to the resale from timtarte by the selling stockholders of up to 2,986,88@res of our common stock, including 1,272,3%6eh of commc
stock previously issued and 1,714,410 shares ofrmmstock issuable upon the exercise of commorkgiacchase warrants. A series of warrants undeglfii941,140 shares
common stock expired on February 17, 2006. Théngeitockholders may sell the shares of commorksdimen time to time in the principal market on whithe stock is traded

the prevailing market price or in negotiated tranisas.

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

We will not receive any proceeds from the salehefshares of our common stock covered by this pxdsp.

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

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

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

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

This prospectus is part of a registration statementhat we filed with the Securities and Exchange Comission for a continuous offering. Under this prospctus
the selling stockholders may, from time to time, dethe shares of our common stock described in thiprospectus in one or more offerings. This prospeas may be
supplemented from time to time to add, update or cainge information in this prospectus. Any statementontained in this prospectus will be deemed to be adified or
superseded for the purposes of this prospectus tbé extent that a statement contained in a prospectusupplement modifies such statement. Any statemesd modifiec
will be deemed to constitute a part of this prospeas only as so modified, and any statement so motiél will be deemed to constitute a part of this prepectus.

The registration statement containing this prospeats, including the exhibits to the registration statment, provides additional information about us, tle selling
stockholders and the shares of our common stock effed under this prospectus. The registration stateent, including the exhibits, can be read on the SE@ebsite or a
the SEC offices mentioned under the heading “Wher¥ou Can Find More Information.”




PROSPECTUS SUMMARY

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

" o«

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

On June 15, 2006 we completed a 1 for 10 reverieosmur common stock. Except where specificaltlicated all references to a number of shares imeoe per shar:
amounts reflect the split.

Our Business

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

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

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

Two clinical studies of Tovaxin™ have reached catimilestones:

« The dose escalation study was designed for patieititsrelapsing-remitting or secondapyegressive MS, intolerant of, or having failedrremt therapy. Bloc
was obtained from each patient from which T cedlactive to two peptides each of three proteins (MBEP, and MOG) were expanded ex vivo and prepase
trivalent formulation of MRTCs. The MRTCs were attated by Cesium137 irradiation prior to patiemseiving subcutaneous injections of eithed Gillion
cells (Dose 1) or 3@5 million cells (Dose 2) at weeks 0, 4, 12 andM&TC frequencies were performed at baseline areka/&, 13, 21, 28 and 52. Patients \
evaluated for changes in EDSS, MSIS and exacerimtio
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Tovaxin is a patient-specific therapeutic vaccioatstrategy for MS patients. To formulate Tovaxieell vaccine, the patient's own myelin peptgpecific activated
cell lines are harvested and attenuated on theftiegccine administration.

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

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

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

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

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




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

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

Recent Developments

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

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

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

Our Executive Offices

Our principal executive and administrative offieifity is located in The Woodlands, Texas at 26B5Crescent Ridge Drive, The Woodlands, Texas 77881 ou
telephone number is (281) 2B331. We maintain a website at www.opexatherapgtien, however the information on our website ispart of this prospectus, and you she
rely only on information contained in this prospectvhen making a decision as to whether or naitest in shares of our common stock.

RISK FACTORS

The shares offered hereby have not been approvetisapproved by the SEC or the securities regujauthority of any state, nor has any such reguiatood)
reviewed this Prospectus for accuracy or completen&he shares offered hereby are speculativeMevan unusually high degree of risk and should/dré purchased by thc
who can afford to lose their entire investment.r€f@e, prospective investors should carefully édesthe following risk factors before purchasitgtshares offered hereby.

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




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

Our business is at an early stage of developmentd@/not have any products in la@ge clinical trials or on the market. We ard stithe early stages of identifyi
and conducting research on potential products. ©nky of our products has progressed to the stadgeinf) studied in human clinical trials. Our potehproducts will requir
significant research and development and preclirdind clinical testing prior to regulatory approwalthe United States and other countries. We natybe able to develop a
products, to obtain regulatory approvals, to ewtrical trials for any of our product candidates,to commercialize any products. Our product cdatis may prove to he
undesirable and unintended side effects or otharatheristics adversely affecting their safetyicaffy or costeffectiveness that could prevent or limit their .uaay product usin
any of our technology may fail to provide the irded therapeutic benefits, or achieve therapeutietits equal to or better than the standard ofitneat at the time of testing
production.

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

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

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

We need to obtain significant additional capitaaerces from sources including equity and/or dielairicings, license arrangements, grants and/caloolbtive resear
arrangements in order to develop products and moatihe Companyg’business. We believe that we have sufficient imgrkapital to finance operations through the thyjechrte
of 2007. Thereafter, we will need to raise addiioworking capital. Our current burn rate is appneately $800,000 per month excluding capital expemes. The timing ar
degree of any future capital requirements will dgpen many factors, including:

« the accuracy of the assumptions underlying oumegés for capital needs in 2006 and beyond;

scientific progress in our research and developrpesgrams;

the magnitude and scope of our research and dewelapprograms;

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

our progress with preclinical development and chhtrials;

the time and costs involved in obtaining regulat@pprovals;

the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentnetgiand

the number and type of product candidates thatwrsue.




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

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

We are required under generally accepted accouptimgiples to review our intangible assets for @mment when events or changes in circumstancésatedthe carryin
value may not be recoverable. Goodwill is requitedbe tested for impairment at least annuailiyMarch 31, 2006, our intangible assets, congistithe University of Chica¢
license, the Shanghai Institute for Biological 3cie license and acquired intangible assets fronDftexa acquisition that is an inseparable groupadénts and licenses that dan’
function independently, were approximately $25.8iam. If management determines that impairment existsyilebe required to record a significant chargeetgense in o
financial statements during the period in which anpairment of our goodwill is determined.

Our financial statements include substantial normeperating gains or losses resulting from required garterly revaluation under GAAP of our outstanding derivative
instruments.

Generally accepted accounting principles in thetéthiStates require that we report the value ofagederivative instruments we have issued as cutia@bilities on ou
balance sheet and report changes in the valueesktberivatives as naperating gains or losses on our statement of tipeg The value of the derivatives is requirecé
recalculated (and resulting naperating gains or losses reflected in our statémieoperations and resulting adjustments to tiseaated liability amounts reflected on our bal:
sheet) on a quarterly basis, and is based on thieetnzalue of our common stock. Due to the natdrie required calculations and the large numbeshafes of our common stc
involved in such calculations, changes in our commsimck price may result in significant changeshim value of the derivatives and resulting gains lasses on our statemen
operations.

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

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

« unforeseen safety issues;

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

« slower than expected rates of patient recruitment;

inability to monitor patients adequately duringafter treatment; and

inability or unwillingness of medical investigatdmsfollow our clinical protocols.




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

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

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

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

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

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

We conduct our research and development in a 10s60@re foot facility in The Woodlands, Texas, whiocludes a 1,200 square foot suite of three rofanshe
future manufacture of stem cell and T-cell therapgirough Phase Ill trials. Our current facilitynist large enough to conduct commeraieéle manufacturing operations. We
need to expand further our manufacturing staff facdity, obtain a new facility or contract with quorate collaborators or other third parties tastsgith future drug production.

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

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




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

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

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

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

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

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

The markets for therapeutic stem cell products tipial sclerosis products, and rheumatoid arthptsducts are highly competitive. We expect that masst significar
competitors are fully integrated pharmaceutical pames and more established biotechnology compafiese companies are developing stemlzzdied products and they h
significantly greater capital resources and experith research and development, manufacturingngesibtaining regulatory approvals, and marketimagn we currently do. Mai
of these potential competitors are further alonthimmprocess of product development and also apéaede, companfunded research and development programs. As #,rest
competitors may develop more competitive or affbidaproducts, or achieve earlier patent protecborproduct commercialization than we are able thiew®. Competitiv
products may render any products or product camedhat we develop obsolete.




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

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

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

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

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

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

» our establishment and demonstration to the med@amunity of the clinical efficacy and safety ofrqaroduct candidates;

« our ability to create products that are supericalternatives currently on the market;

« our ability to establish in the medical communtig ppotential advantage of our treatments overratere treatment methods; and
» reimbursement policies of government and thirdyppeyers.

If the health care community does not accept oadpets for any of the foregoing reasons, or for aiier reason, our business would be materiallynkar




Risks Related to Our Common Stock

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

Although our common stock is currently traded oa @TC Bulletin Board, there is currently a limitedhrket for our common stock and there can be nerasse th¢
an improved market will ever develop. Investors@astioned not to rely on the possibility that ativee trading market may develop.

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

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

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

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

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

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

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

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

FORWARD LOOKING STATEMENTS

This Prospectus contains forwdabking statements within the meaning of SectioA 27 the Securities Act of 1933. These statemeelste to future events and
future financial performance and involve known amtknown risks, uncertainties and other factors thay cause the actual results, levels of our dgtiyperformance ¢
achievements or the industry in which we operatbeamaterially different from any future resultsyéls of activity, performance or achievements egped or implied by tl
forward-looking statements. These risks and othetofs include those listed under “Risk Factorg] those described elsewhere in this Prospectus.




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

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

USE OF PROCEEDS
The selling stockholders will receive all of thepeeds from any sales of shares of our common stekwill not receive any of the proceeds from aogh sale by at
selling stockholder. See “Selling Stockholders.”
PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the Natidssociation of Securities Dealers Inc. Over @munter Bulletin Board under the symbol “OPXA.OBJur
common stock trades on a limited, sporadic andti¥elhasis. As of June 19, 2006, the last repost@ds price of our common stock on the OTC BullBtirard was $9.00. As
June 19, 2006, there were 6,696,704 shares ofayomon stock outstanding that were held of recor@3fy persons.

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

Price Ranges!)

High Low
Fiscal Year Ended December 31, 2004
First Quarter 0.0z 0.01
Second Quarter 14.2¢ 0.01
Third Quarter 8.1t 6.5C
Fourth Quarter 9.5(C 5.9C
Fiscal Year Ended December 31, 2005
First Quarter 8.7( 4.5(C
Second Quarter 5.5C 2.4€
Third Quarter 1.41 1.2t
Fourth Quarter 0.6 0.5¢
Fiscal Year Ended December 31, 2006
First Quarter 0.62 0.5t
Second Quarter through June 19, 2006 5.1C 10.1C

(1) Except for the Second Quarter of 2006, theegpramges do not give effect to the 1-for-10 revepit. We have adjusted all prices for the secounarter of 2006 for the 1-fak€
reverse split to determine a high and low pricesiach period.

Holders of shares of common stock will be entittedreceive cash dividends when, as and if declésedur Board of Directors, out of funds legally dahble for
payment thereof. However, if dividends are not demdd by our Board of Directors, no dividends shellpaid. We have not paid any dividends on our comstock since o
inception.
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We do not anticipate that any cash dividends velipaid in the foreseeable future. While our dividi@olicy will be based on the operating results eapital needs
the business, we anticipate that all earningsnyf avill be retained to finance our future expansi®herefore, prospective investors who anticipghéeneed for immediate incol
by way of cash dividends from their investment dtddawt purchase the shares offered by this prosgect

SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsieuld be read in conjunction with “ManagemsriDiscussion and Analysis of Financial Conditior d&esults ¢
Operations”and our consolidated financial statements ande@labtes included elsewhere in this prospectus.séleeted consolidated financial data in this secis not intende
to replace the consolidated financial statementsaatompanying footnotes. The selected consolidasééghce sheet data as of December 31, 2005 artl [23@& been deriv:
from our audited consolidated financial statemémtfuded elsewhere in this prospectus. The selextedolidated financial data for the three montin as of March 31, 2006 ¢
unaudited. Historical results are not necessaniljciative of the results to be expected in thertutu

Three Months Year Ended Year Ended
Ended March 31, December 31, December 31,
2006 2005 2004
Consolidated Statements of Operations Data:
Revenues $ - $ - $ -
Operating Expenses:
General and administrative $ 1,075,88. $ 550,17¢ $ 572,53¢
Depreciation and amortization 432,33! 1,735,20! 264,81¢
Research and development 738,45( 9,892,25: 2,465,63:
Loss on disposal of assets 362 22 81( 457 .12;
Net operating loss (2,247,02) (12,200,45) (3,760,109
Interest Income 19,621 81,93( 5,992
Other Income 3,38 28,17¢ 2,37¢
Gain on derivative liability 254,14( 3,896,84. --
Interest expense (429 (7,323,85) (868,92()
Net loss $ (1,970,31) $ (15,517,35) $ (4,620,661
Net loss per common share, basic and dil( %) $ (0.10 $ 0.99 $ (0.79
Weighted average number of common shares outsignitisic and dilutefi?) 20,654,29. 15,648,36 6,309,14!
(DNot adjusted for 1-for-10 reverse split of comméock effected on June 19, 2006.
As of March 31, As of December 31,
2006 2005 2004
Consolidated Balance Sheet Data:
Cash and cash equivalents and prepaid expenses 1,268,34. 2,743,191 946,32¢
Intangible assets 25,846,15 26,130, 44 26,791,07
Fixed Assets 549,57: 479,99¢ 341,98

Other assets 450,94 388,21( -




Total assets

Current liabilities

Common stock

Additional paid in capital

Deficit accumulated during the development stage

Total stockholders’ equity

Total liabilities and stockholders’ equity

28,115,02 29,741,83 28,079,38
8,870,53. 9,191,43. 4,883,16!
1,048,35. 1,030,97 502,99:

40,430,46 39,783,45 27,439,89

(22,234,33) (20,264,02) (4,746,66)

19,244,48 20,550,40 23,196,22

28,115,02 29,741,83 28,079,38
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MANAGEMENT’'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togetitbrthe consolidated financial statements andtedlaoteghat ar
included elsewhere in this prospectus. This disonsmay contain forwardboking statements based upon current expectatimatsinvolve risks and uncertainties. Our ac
results may differ materially from those anticighia these forward-looking statements as a redutadous factors, including those set forth untiRisk Factors”, Disclosurt
Regarding Forward-Looking Statements” or in othart® of this prospectus. We undertake no obligationpdate any information in our forwalabking statements except
required by law.

Overview

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

Research and developmentVe have made and expect to continue to make antirt investments in research and developmentderoto develop and market «
technology. Research and development costs comsisarily of general and administrative and opergitexpenses related to research and developmenitiast We expens
research and development costs as incurred. Pyojpéaint and equipment for research and developtimenthas an alternative future use is capitalemed the related depreciat
is expensed as research and development costsxpeteur research and development expense tcaisei@s we continue to invest in the developmeatiofechnology.

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

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

General and Administrative ExpensesOur general and administrative expenses decreas@éwydhe three months ended March 31, 2006, t07&1882 as compar
to $1,206,715 from the same period in 2005. Theedese in general and administrative expenses ipdomarily to a reduction in legal fees associateth patent filings, a lowt
allocation of facilities costs and overhead nowoedked to research and development offset in padrbincrease in stodkased compensation expense. In January 1, 20(
adopted Statement of Financial Accounting Stand&ds 123 (revised 2004), “Share-Based Payment,FAS 123R”) which requires the measurement and recognitic
compensation expense for all shaesed payment awards made to our employees amtadgencluding stock options and restricted stbelksed on estimated fair values.
elected to adopt the modified prospective transititethod as provided by SFAS 123R and, accordimylgr year results have not be restated. Stmded compensation expe
recognized under SFAS 123R for the three monthsa@iarch 31, 2006 was $484,392.

-12-




Research and Development ExpenseResearch and development expense increased tod$038y the three months ended March 31, 2006, ewetbto $644,264 f
the same period in 2005. The increase is primadlgted an increase in consulting fees relateduroRheumatoid Arthritis program and a higher altara of facilities an
overhead costs to research and development duereaised development activities.

Interest Expense.Interest expense was $429 for the three monthsdehtiech 31, 2006 compared to $1,487,384 for theespariod in 2005. The interest expe
during 2005 was due to notes that were outstandiiming the first quarter of 2005 which were subsedly converted into equity in June 2005.

Gain (loss) on derivative instruments liabilitiesnet. The Company recognized a gain on derivative insténiiof $254,140 for the three months ended Match 3
2006. This gain is a result of the net unrealizezh¢cash) change in the fair value of our derivatistrument liabilities related to certain warsant

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

Recent Financing

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

T he warrants will expire in five years, and are eisable at $6.50 per share. The warrants containdatd adjustment provisions for stock splits, riistions
reorganizations, mergers and consolidations. Thegamy has the right to call the warrants commenoing year from the effective date of a resale teggisn statement if tt
closing bid price per share of the Compangdbmmon stock equals or exceeds $13.00 for twesrigecutive trading days in which the daily averagding volume of the comm
stock is at least 20,000 shares. Additionally hi resale registration statement is not effectoreahy period after April 13, 2007, then the watrholders may exercise th
warrants on a cashless basis during the periotefade registration statement is not effective.

Comparison of Year Ended December 31, 2005 with the Year Ended December 31, 2004
Net Sales We recorded no sales for the twelve months ende@ber 31, 2005 and 2004.

General and Administrative Expenses. Our general and administrative expenses duringtwedve months ended December 31, 2005, was $550a%78mpared
$572,534 for the twelve months ended December 304 2General and administrative expenses consisaply of salaries and benefits, office expengefgssional services fe:
and other corporate overhead costs. We anticipateases in general and administrative expenses asntinue to develop and prepare for commereitibn of our technology.
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Research and Development Expens®esearch and development expense was $9,892,253eftwelve months ended December 31, 2005, as a@dpo $2,465,634 t
twelve months ended December 31, 2004. The incrieasepenses was primarily due the acquisition péa and the assumption of its operations and resead developme
programs as well as our Phase I/1I clinical tri@isTovaxin, stem cell development and iical costs, the hiring of personnel and othgrenses associated with the increa:
research and development efforts. We have madeeapédct to continue to make substantial investméntsesearch and development in order to develop raadket ou
technology. Research and development costs comsisarily of general and administrative and opemgtexpenses related to research and developmenitiast We expens
research and development costs as incurred. Pyopéaint and equipment for research and developthenthas an alternative future use is capitalezed the related depreciat
is expensed as research and development costsxMéet@ur research and development expense tceise@s we continue to invest in the developmeatipfechnology.

Interest Expense.Interest expense was $7,323,851 for the twelve hwebhded December 31, 2005 compared to $868,926ddwelve months ended December 31, 2
The increase is primarily related to the amort@atf the remaining discount under the benefic@lversion feature of the 15% exchangeable convertitbmissory notes (t
“Notes”); in 2005 the accrued interest on the Notas converted into shares of Common Stock.

Gain (loss) on derivative instruments liabilities net. We recognized a gain on derivative instruments38%6,841 for the year ended December 31, 2005d€heease is
result of the net unrealized (non-cash) changherfair value of our derivative instrument liabéa related to certain warrants.

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

Liquidity and Capital Resources

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

In October 2005 we leased a facility to house xescetive offices and research facilities for a teviten years with two options for an additionalefiyears each at t
then prevailing market ratdhe 10,200 sq. ft. facility is located on 3 acré2635 N. Crescent Ridge Drive in The Woodlands, TKis location provides space for pipe
development through R & D; a specialized Flow Cygtry and Microscopy lab; support of clinical trialsth GMP manufacturing Suites; Quality Systems agement wit
Quality Control Laboratory, Regulatory Affairs, Qiya Assurance; as well as administrative supppdace. There is 2,500 sq. ft. of space still avégldor future buildeut. The
facility including the property is leased for arteof ten years with two options for an additionigéfyears each at the then prevailing market rate.

Off-Balance Sheet Arrangements

As of December 31, 2005, we had no off-balancetshreangements.
Related Party Transactions

For more information on these transactions, pleasd “Certain Relationships and Related Party Taetiens,” in this prospectus.
Critical Accounting Policies

Our discussion and analysis of our financial canditind results of operations is based on our dmteged financial statements, which have been pezgpa accordant
with accounting principles generally accepted ie thnited States of America. The preparation of éhesnsolidated financial statements requires umaie estimates a
judgments that affect the reported amounts of as8abilities and expenses. We base our estin@tdsstorical experience and on various other agsioms that we believe to
reasonable under the circumstances, the resuithich form the basis for making judgments aboutehgying values of assets and liabilities that rmoe readily apparent fro
other sources. Actual results may differ from thesémates under different assumptions or conditidle believe the following critical accounting io@s affect our mo
significant judgments and estimates used in prejosaraf our consolidated financial statements.

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

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

Stock-Based Compensatiotn December 2004, the FASB issued SFAS No.122R¢c6unting for Stock-Based CompensatioBFAS No0.123R establishes stand.
for the accounting for transactions in which anitgréxchanges its equity instruments for goods emvises. This Statement focuses primarily on actingrfor transactions
which an entity obtains employee services in st@sed payment transactions. SFAS No.123R requistdtie fair value of such equity instruments begmized as expense
the historical financial statements as servicespamrormed. Prior to SFAS No.123R, only certain fwama disclosures of fair value were required. SFRo0.123R shall t
effective for small business issuers as of therbegg of the first interim or annual reporting petithat begins after December 15, 2005. While Phanas issued options
employees recently, the adoption of this new actitngrpronouncement is not expected to have a natienpact on the consolidated financial statemeft®Bharma during tt
calendar year 2006.

We estimated volatility by considering historicadak volatility. As allowed by Staff Accounting Batin (SAB) No. 107, SharBased Payment, we have opted to
the simplified method for estimating expected temual to the midpoint between the vesting periadithe contractual term.

Research and Developmenthe costs of materials and equipment or facdlitieat are acquired or constructed for researctdamdlopment activities and that have
alternative future uses are capitalized as tangibets when acquired or constructed. The costobf materials consumed in research and developactinities and the
depreciation of such equipment or facilities usethose activities are research and developmets.ddswever, the costs of materials, equipmentacitities acquired or
constructed for research and development activiltiashave no alternative future uses are congide®search and development costs and are expengedtane the costs are
incurred.

Accounting for Derivative InstrumentStatement of Financial Accounting Standard (“SFASY) 133, “Accounting for Derivative Instrumentsdadedging Activities,” as
amended, requires all derivatives to be recordetherbalance sheet at fair value. These derivativeseparately valued and accounted for on oanbelsheet. Fair values for
securities traded in the open market and derivatiare based on quoted market prices. Where marikesgare not readily available, fair values areedrined using market based
pricing models incorporating readily observable keadata and requiring judgment and estimates.

The pricing model we use for determining fair valwé our derivatives is the Black Scholes Pricingddl. Valuations derived from this model are subfemngoing intern:
and external verification and review. The modelsus®rketsourced inputs such as interest rates, exchange aatd stock price volatilities. Selection of thegsuts involve
management's judgment and may impact net income.

In September 2000, the Emerging Issues Task FOEI&R") issued EITF 09, "Accounting for Derivative Financial Instrumsrihdexed to and Potentially Settled i
Company's Own Stock," ("EITF 009") which requires freestanding contracts thatsattled in a company's own stock, including commstmtk warrants, to be designated a
equity instrument, asset or a liability. Under threvisions of EITF 09, a contract designated as an asset or a liahilitst be carried at fair value on a company'sriz@ahee
with any changes in fair value recorded in the canys results of operations. A contract designate@dn equity instrument must be included withinitggand no fair valu
adjustments are required. In accordance with EITA® in June 2006, we determined that certain oudistg warrants to purchase our common stock shbalgeparate
accounted for as liabilities. We had not classifiegise derivative liabilities as such in our higtak financial statements. In order to reflect thehanges, we restated our finar
statements for the year ended December 31, 2005aartthe three months ended March 31, 2006 to tetbe fair value of these warrants on our balarfeetsand reco



unrealized changes in the values of these dergiivour consolidated statement of operationsGasr‘ (loss) on derivative liabilities.”
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We have evaluated the provisions of the registnatights agreement that require us to pay registraielay payments in combination with the finahémstrument an
concluded that the combined instrument meets tfisitien of a derivative under SFAS 133.

The EITF recently deliberated the impact of liquethdamages clauses in registration rights agreesnaenl the effect on accounting and classificatibmstruments subje
to the scope of EITF 00-19 in EITF 05-04 The Effett Liquidated Damages Clause on a Freestandiran€ial Instrument Subject to Issue No.T8-The EITF has not react
a consensus on this issue and has deferred deidvetatil the FASB addresses certain questionkviebuld impact a conclusion on this issue. Spedlifi, EITF 0504 presen
alternative views on whether the liquidated damagewisions in registration rights agreements stidug combined with or treated separately from tbgoeiated financi
instrument. As discussed above, we view the regjistr rights agreement and the financial instrunzandne combined freestanding instrument. If thEFBAere to adopt the vie
that the registration rights agreement should beved as a separate instrument from the financsiument, we may have to account for additionaivdéres.

OUR BUSINESS
Overview

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

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

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

ATTTOLOGO TS CELL-BASED

THERAFIES

I |

T Cell Therpy AdultFluripotent
Stem Cell Therapy
Mulﬁ,_plk'.“x.:'lkro:h heuymatoid Swthe tis Cardiac Diabetes
Therapy Therapy Therapu Therapy
Crther Tape [ Diabetes, Crohn's P sodasis: O thew hdacu lar Depenerati on | Seoke, Parkinson's

In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progrgssautoimmune disease of the central nervous sygiai$) that i
caused by myelin autoreactivecEHs progressively eroding the myelin that surdsiand insulates nerve fibers of the brain andasmiord. Globally, there are approximately
million MS patients representing a drug market xeess of $4 billion. The US markets accounted f@mBr cent of global MS sales in 2004, at US$2li®obi MS remains
challenging autoimmune disease to study becauspatmphysiologic mechanisms are diverse, andtihenec, unpredictable course of the disease makdifficult to determin
whether the favorable effects of shtetm treatment will be sustained. Therapies thatgr@vent or stop the progression of disease dod abversal of the neurological dam.
and disability caused by the disease represergrérsest unmet need in MS.

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

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

Current MS disease modifying drugs on the marketaaly palliative and generally work through a megm of immunomodulation or immunosuppression.s&
therapies for MS are dominated by three forms &rferon that require frequent subcutaneous oaintrscular injections. Copaxone is an immunomoduledmposed of
random copolymer of amino acids that is administetaily. Novantrone (mitoxanthrone) is an immungsegsive drug that can only be given four timesygar with a life tim
limit of 8 to 12 doses. All of the current therapienly slow the progression of MS and they haveigant patient compliance challenges becausdéefdosing schedule, limit
decrease in relapse rate, side effects profile,(thg interferon formulations produce severelifte-symptoms, injection site reactions, infectamd neutralizing antibodies (rar
from 5% to 45%) are developed that limits the effiz of treatment; copaxone causes significant figecsite reactions; while novantrone causes imdast bone marro
suppression, nausea, hair thinning, bladder irdastiand mouth sores). These drugs must be adereistaily to weekly and they reduce relapses lopeB875% (as compart
to a patient’s prior 2-year history).

Tysabri, a selective adhesion molecule inhibitor §pha 4 integrin antagonist), represents anatless of MS drugs which works by preventing immsgstem cell
(all leukocytes carrying the alpha 4 integrin glgomtein on their surface) from crossing the BBB amdve into the CNS. Unfortunately, Tysabri blocke tmovement of ¢
inflammatory T-cells not just the myelin autoresetiT-cells and leaves patients at a risk of life threiatg infections. Tysabri with a reduction in relapsites of 67% (vers
placebo) was still expected to generate $2 tol®biln peak annual sales in an existing producasket of approximately $4 billion had it not been the severe side effects.

A number of companies have committed resourcegsearch and development programs to develop nogetiMg therapies. These programs represent inctei
improvements over current therapy and their meamasiof action are similar to current therapy. Tawas the only whole Teell based vaccination strategy that safely
effectively eliminates the myelin autoreactivec@lis and induces immune tolerance with the paaémd prevent the disease or stop disease progreasid perhaps to allow 1
reversal of disease symptoms and progression greelsability.

In our opentabel Phase I/1l studies, Tovaxin has shown a reoindn relapses in excess of 90% with virtually side effects based on only 4 injections anni
administered over @-months. Furthermore, approximately 40% of the pa8ents treated with Tovaxin demonstrated a reersdisability as measured by the Kurtzke Expal
Disability Status Scale (EDSS; a method of quamgydisability of MS patients) while the remaindsrpatients (except for one relapse) experiencegrogression of disea:
Based on the results of the Phase I/Il studiesas®Hhb clinical trial to study Tovaxin therapyearly (clinically isolated syndrome (CIS) and eayapsing remitting (RR)) MV
patients has been cleared by the FDA and is sceddalbe initiated the first half of 2006.

Tovaxin™ for Multiple Sclerosis

Tovaxin works selectively on the myelin autoreaetivcells by harnessing the body’s natural immuefenise system and feedback mechanisms to depéste Treells
and induce favorable immune regulatory responsashmtebalance the immune system. Tovaxin inducestne responses that deplete (Appendix C) and regtiie myelil
autoreactive pro-inflammatory @ells that cause the inflammation and erosion efrttyelin sheath resulting in MS. Specifically, Tewais manufactured by taking the MRT
from the blood, expanding them to a therapeutiedosvivo, and attenuating them with gamma irradiatiorptevent DNA replication. These attenuated MRTf&sthen injecte
subcutaneously into the body in large quantitiéee BHody recognizes specificCBll receptor molecules of these MRTCs as foreighraounts an immune response reaction ag
them, not only destroying the injected attenuatd®ili@s, but also the circulating, myelin autoreacfiveells carrying the peptide-specific T-cell ret@pmolecules. In addition, T-
cell activation molecules on the surface of thavattd MRTCs used as vaccine induce favorable inemagulatory responses, which promote aftammatory response
Because the therapy uses an individaialivn cells, the only directly identifiable sidéest is injection site reaction in a small perceetaf the patients. These reactions clear w
24 hours. Clinical studies indicate that followii@V therapy the body does not attack normal T-c&lshe patient is not put at peril for side effemtd life threatening infections.

Tovaxin consists of a trivalent formulation (MBA,Pand MOG) of attenuated myelin-peptide reactiveells (MRTCs) which targets only the myebpecific subsi
of T-cells. Current therapies on the market and undegldpment do not eliminate the MRTCs and are, floeeg only a palliative treatment to reduce thejérency and occurren
of MS symptoms. The current iteration of Tovaxiraifrivalent formulation, which uses six peptidego(each from three myelin proteins) to selectMRTCs. This formulation
very pharmacologically active with only minimal Elcand systemic side effects. Tovaxin, a wholeell-vaccine, is a completely new class of drugh$s that works in conce
with the body’s immune regulatory system to supptas T-cell-mediated inflammatory activity and ke the MRTCs.

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

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

The technology was discovered by Dr. Jingwu ZhahBaylor College of Medicine in Houston. We have arlusive, worldwide license from the Baylor Cgkeo
Medicine to develop and commercialize three teobgplareas for MS, namely d@ell vaccination, peptides, and diagnostics. UrilerLicense Agreement with the Baylor Coll
of Medicine, we have rights to a total of 7 patg@té).S. and 5 foreign) and 69 patent applicati@¥.S., 62 foreign, and 1 Patent Cooperation TrgRET]).

The license was granted to us by Baylor in exchad@egeommon stock in Opexa Pharmaceuticals, Incqaed by us in November 2004). The key termshe
agreement are: exclusive, worldwide, and a 2% tgyai net sales of licensed products. The royadtgreases after the aggregate net sales exceech$io. There are no oth
performance or payment terms in the license. We lés/e a separate consulting agreement with thenitov, Dr. Jingwu Zhang, which grants us the righfirst refusal on a
future discoveries made by Dr. Zhang.

Tovaxin™ Manufacturing

We manufacture our TCV therapy in our own GMP facilThe TCV technology is similar to that of tréidnal microbial vaccine technology, where the pagtn (or th
attenuated derivative) is used to derive the ptie@ntigens necessary to induce protective immreeponses. In preparing a TCV therapy, the myalioreactive Teells causin
the disease are taken from the blood, specifiadigntified, and expanded ex vivo by incubating éhd@scells with MBP, PLP, and MOGelected peptides in the presenc
antigen-presenting cells and growth factors. Myplptide reactive Tells are grown to therapeutic levels and cryopxese Prior to use, the MRTCs are expanded, forted
and attenuated (by irradiation) to render them imgetent to replicate but viable for therapy. Thagenuated Teells are administered subcutaneously throughiassef injections
A single draw of a 500 ml bag of blood is suffidiém provide a full year's therapeutic regime ofvagin.
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We have improved the manufacturing process of Tovaased on a new process, turnaround (receiptazfd from the patient and return Tovaxin to théqud) is
decreased from 12 to 5 weeks and it is anticip#itat the material and labor costs of an annualssof therapy will be approximately $4,000. Currth@rapies are priced
$16,000 to $25,000 annually. The price of newerapies with better safety and efficacy profiles antéicipated to be priced at $20,000 to $25,00Qalin

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

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

Clinical Development of Tovaxin ™

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

The clinical effectiveness of whole dell vaccines has evolved from 1990 to 2005 dutotmulation improvements. There are three primagelin proteins (MBF
MOG and PLP) that have been implicated in T-cethpgenesis of MS. In the early 1990’s, Dr. Zhangdumonovalent MBReactive T cell formulations to treat patients i
openiabel clinical trial, which demonstrated an exceflsafety profile and a 40% reduction in AnnualiZRelapse Rate (ARR; a primary outcome measureidensing M¢
therapies) (Table 1). Patients treated in Israéh widivalent (MBP, MOG) formulation had an excetleafety profile and reduced ARR by 55% (TableM9st recently, patien
treated in our Phase /Il opéabel studies with trivalent (MBP, MOG, and PLPjrfuilations had an excellent safety profile and ceduUARR by 93% (Table 1). In the upcom
Phase llb trial, a new formulation refinement ol implemented that is expected to further impreffieacy.
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Tahble 1. Comparison of Annual Rdapse Kate Keductims with T- Cell Vaccine Formulatioms
T-Cell Vaccine Peptide Annual Relapse Rate Mumber Patients
Formulation Formulation Reduction (%46)*
Ionovalent MEF 40 114
Ciwalent MEF, MOB L5 20
Trwvalent LIBF, MO, FLF 93 16
Fatient-Specific** Variahle hased on TBD**#* 150
patient-specific T-cells

* Al three clinical trials were open-lahel. ** The Phase [Th trial will select peptide-specific myelin-
teactive T-cellsto tailor the T-cell vaccing specifically for the individual patient. *** TBD = to be
determined. Ower the past 10 years 1 30 patients hawve been treated with T-cell waccine,

Tovaxin™ Phase Ilb

The Phase llb trial, entitled “A Multicenter, Ramdized, Double-Blind, PlacebGentrolled Study of Subcutaneous Tovaxin™ in Suljexith Clinically Isolate
Syndrome or Relapsing Remitting Multiple Sclerosts’be initiated in the first half of 2006, wileka multi-site double-blind, randomized, placeomtrolled 150 (100 treated,
placebo) patient trial. The patient population Wil those patients with early stage disease whevaxin is likely to have its greatest impact. Thignary endpoint will be lesic
evaluation (the total number of gadolinilenhancing lesions) via MRI with a secondary endpbging annual relapse rate. This trial is desigiwedgorously demonstrate 1
safety and efficacy of Tovaxin in the fastest, mexinomical manner prior to initiating a pivotalaBh Il1 trial approximately the second half of 2007

A rigorous, blinded study is now required usingiguttspecific formulation(s) in subjects with early stadisease (where the therapy is likely to work béa
specifically define safety and efficacy paramefaier to entering a Phase Il registration studgeTrovaxin vaccine unlike other MS products in depment activates regulatc
T-cells (Tregs) that (1) induce the depletion @ thyelin autoreactive T-cells (anti-idiotypic resge of antid networks of CD4+ and CD8+ Tregs) that recogrsigecific MRTC:
by their unigue TCR CDR3 peptides, and (2) induoenune responses to T-cell activation markers (@ndtypic response that recognizes the state ofaticin of T-cells
irrespective of their TCR specificity), and (3) skethe pro-inflammatory Thl phenotype autoantigeeesfic cells that produce IFN-gamma and interleukL]-2 and IL-12 tc
anti-inflammatory Th2 phenotype autoantigen-speda#lls that produce IL-4, IL-10, IL-6 and 12. These combined effects of TCV have the potktttiallow the body to rep:
the multiple sclerosis lesions.

Stem Cell Therapy

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

The clinical potential of stem cells has also bdemonstrated in the treatment of other human désgascluding diabetes and advanced kidney cahimrever, thes
new therapies have been offered only to a vernytdidnhumber of patients using adult stem cells.
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New clinical applications for stem cells are cutherbeing tested therapeutically for the treatmehtiver diseases, coronary diseases, autoimmuienagtaboli
disorders (amyloidosis), chronic inflammatory dses (lupus) and other advanced cancers.

Unfortunately stem cell therapies have technictidical and legal hurdles to overcome before thely lvé able to be used to effect tissue and orgpairdn diseas
states that heretofore have only treated the symmté significant hurdle to most uses of stem dellthat scientists do not yet fully understand slgmals that turn specific ger
on and off to influence the differentiation of tieem cell. Therefore, scientists will have to b&eab precisely control the differentiation of stewlls into the specific cell type
be used in therapy and drug testing Current knogéeaf the signals controlling differentiation falell short of being able to mimic these conditigmscisely to consistently ha
identical differentiated cells for each specifietu

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

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

Survive in the recipient after transplant

Integrate into the surrounding tissue after traauspl

Function appropriately for the duration of the peent's life
Avoid harming the recipient in any way

Avoid the problem of immune rejection

O OO0 O0OO0OO0oOOo

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

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

Stem Cell Platform

Our second exciting opportunity and comprehensaahitology platform involves a proprietary processptoduce large quantities of monocykerived stem cel
(MDSC) from blood at a relatively low cost. The iorfance of these MDSC is that they can be prepaoed a patiens monocytes, expanded ex vivo, and then admintsteréhe
same patient. Because this is an autologous thetlagre should be no rejection issues and no naeithé use of debilitating antejection drugs. Moreover, this method avoids
controversial ethical issues associated with emticystem cells. Lastly, since the source of MDS@hes patients own peripheral blood, it has the advantage afdabundan
easy to obtain even on a repetitive basis, andeftesttive.
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Adult stem cells are unspecialized cells that hastential to develop into many different cell typeshe body. Adult stem cells are believed to lpo#ential autologot
renewable replacement source which might be usetletd various diseases, such as heart disease, ltyfiabetes, stroke, heart attack, burn injursgsnal cord injurie
Parkinson’s and Alzheimes'diseases, and many others. Adult stem cellsnagbniical trials globally and are currently beinged therapeutically in Thailand where hematope
stem cells (HSCs) are being used to treat cardsgade (severe angina pectoris). In addition, atatn cells are in clinical trials in the U.S. (raeshymal stem cells), Bra:
Uruguay and Europe (bone marrow derived stem cells)

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

Our technology and solution circumvents many of pheblems other stem cell technologies have bydalsle to access large quantities of pluripotebte(@o sel
replicate and be differentiated into all cell typesept germ cells) stem cells from a patients blood. The proprietary system works by first sepagathe monocytes (a type
white blood cell) from a patient’s blood. These moytes are then reversed in their evolution ddterentiated) by applying specific growth factdrs them to yield a uniqt
MDSC. Blood is rich in monocytes and a 500 ml baglood will yield over 100 million stem cells.

Stem Cell Pre-Clinical and Clinical Development

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

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

Stem Cell Intellectual Property

We have an exclusive, worldwide license from theividrsity of Chicago, through its prime contract@lationship with Argonne National Laboratory, toe
development of pluripotent stem cells from monosyigolated from human peripheral blood and thee mstreating diseases. The technology was diseavat the Argonr
National Laboratory, a U.S. Department of Energhpdratory. Under the License Agreement with the @rsity of Chicago, we have the rights to a tota8 gfatent applications
US, 2 PCT and 3 Foreign). We hold a license to pecectells that generate insulin using its core stelitechnology as well as a license for the udssome unique growth facto
which have overcome the challenge of differentm@m adult stem cell to produce insulin. A pateulization has been filed for the use of MDSC tealep betaislet cells fo
treatment of type 1 diabetes. We have filed a patpplication for the use of MDSC to treat heasedise based on technology developed by us sino@iagcthe license from tt
University of Chicago. Under the terms of this tise, the University is entitled to 4% royalty ofesa
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Stem Cell Strategy

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

Synergy between T-Cell Vaccination and Stem Celtapeutics

Insulin dependent type 1 diabetes (T1D; insulinetefent diabetes (IDDM)) mellitus is a T celediated inflammatory autoimmune disease of theas, resulting
a lack of insulin. In a person with T1D, beta calfsLangerhans are damaged by autoimmune inflanemateading to an insufficiency of insulin. In Tid2veral autoantigen-
specific T cell autoreactivities have been ideatfiThese include islet-specific antigens, likaulims and other nonisledpecific antigens, like glutamic acid decarboxyléS&D),
carboxypeptidase H (CPH), and tyrosine phosphdté&s@) among others. Of all the known autoantigens icaped in the disease process, treatment with imsiylin, GAD 65
and the heat shock protein 60 (HSP60) peptide p2ri7protect nonobese diabetic (NOD) mice from disednsulin and GAD 65 are also the most prominglat autoantiger
shown to be recognized by peripheral T cells frobDpatients. These antigens, among others, may tloerbasis for a PharmaFrontier’s TCV therapy foDT

Our TCV program has significant synergy with owarstcell program with respect to the treatment mgdédr T1D. Because autoreactivecElls are implicated in the destruct
of beta cells, a therapeutic strategy that inclutiH3 TCV followed by new stem cell derived betal ceplacement could be an extraordinary therapguoe for T1D.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our tedlogies will be critical to the development of dursiness. We intend to protect our proprietarylliettual propert
through patents and other appropriate means. Weupn tradesecret protection for some confidential and prdprieinformation and take active measures to comicoess t
that information. We currently have non-disclosageeements will all of our employees.

Our intellectual property strategy includes develgpproprietary technology for the sourcing, sage manufacturing, and storage of T cells and pbtent adult ste
cells and the use of these cells in multiple theuwtip applications. This strategy will include ergdang on technologies in-licensed to us as welinacensing addition:
technologies through collaborations with univeesitand biotech companies.

We have licenses to certain patents that relateitd cell technology and our pluripotent adultisteell technology.
T Cell Therapy IP
We have an exclusive, worldwide license from thglBaCollege of Medicine to patent applicationsikimg rights to the treatment of multiple sclerosgng modifie!

T cells and to the use of the T cell technologw a@sagnostic. Under the Baylor license we are altéid to pay a percentage of net sales of produbject to the licensed patents.
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We also have an exclusive worldwide license for ititellectual property rights and research resaftain autologous T cell vaccine for the treatmentheumatoi
arthritis from the Shanghai Institutes for BiologjiSciences (SIBS), Chinese Academy of ScienceéseoPeople's Republic of China. Pursuant to theSSi@ense agreement,
made an initial payment to SIBS and we are obldjabepay a percentage of net sales of productesuty the licensed technology. SIBSitial human clinical trial results indice
that the T cell vaccination induces immune respsttisat correlate with clinical improvements meaduae reductions in ACR50 (American College Rheuingio(ACR) criteria
which measures joint swelling and tenderness aerdactors such as pain and disability) and redastin rheumatoid arthritis laboratory parameters

Stem Cell Therapy IP

We have an exclusive, worldwide license from theversity of Chicago to a patent application claiminghts to the development of adult pluripotermnstcells fror
monocytes isolated from adult human peripheral dlde technology was developed at the ArgonnedNatiLaboratory, a U.S. Department of Energy Latwyaoperated by tt
University of Chicago.

Pursuant to the license we have issued a totaB@®0F shares of our common stock to the Univeditghicago. We have also agreed to pay the UniyeodiChicagt
$1.5 million upon the later of October 31, 2006oar raising $10 million or more in any financing.eVere also obligated to issue to the Universit€bicago sufficient addition
shares of common stock so that the University haltistal of 2.6% of our outstanding stock after mising $10 million or more in any financing to issued by October 31, 20!
We have agreed to pay a percentage of royaltiesalws of products subject to the licensed patestaell as sublicense fees. In addition, the Usityeof Chicago license requil
us to expend on research and development at |16z838Ch000 before February 2008. To date we havetspeexcess of $2,000,000 and have met our oliigatrequired by tt
license. The license also requires us to sell dyrbor method based on the licensed technolodyetyuary 2011.

Research Collaborations

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

Commercialization Through Third Part ies

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

Competition

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

We intend to develop a sales force to market odtiphel sclerosis cell therapy and diagnostic prdduec the U.S. Given the concentration of multiptéerosis among
relatively small number of specialized neurologiste believe that a modest size sales force woaldufficient to market the multiple sclerosis pretsu Our plan is to st
building the sales force with the launch of the tiplg sclerosis diagnostic products.

We expect to partner with large biotech and phasutical companies for the marketing and sales ostam cell therapy products.
Description of Property

Our principal executive offices are located at 2685Crescent Ridge Drive, The Woodlands, Texas, amdtelephone number is (281) 29231. This 10,200 sq.
facility is located on 3 acres. This location pdes space for research and development laboratargsecialized flow cytometry and microscopy Isiopport of clinical trials wit
GMP manufacturing suites; quality systems managémih a quality control laboratory, regulatory aiffs offices, quality assurance space; as welblasrastrative support spau
There is 2500 sq. ft. of space in the facilityl siitailable for future buildsut. The facility including the property is leasied a term of ten years ending September 30, 201l
two options for an additional five years each atttien prevailing market rate. We believe thatlease is at a competitive or market rate.

Government Regulation

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

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

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

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

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

3. Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Prod@inical trials involve the evaluation of the pect
in healthy volunteers or, as may be the case wittpotential products, in a small number of pasamider the supervision of a qualified physiciaimi€al trials are conducted in
accordance with protocols that detail the objestiobthe study, the parameters to be used to nrosafety and the efficacy criteria to be evaluateuly product administered in a
U.S. clinical trial must be manufactured in accor@iawith clinical good manufacturing practices@GMP, determined by FDA. Each protocol is submitethe FDA as part of tl
IND.

The protocol for each clinical study must be apprbby an independent Institutional Review BoardiRB, at the institution at which the study is caoteéd and tF
informed consent of all participants must be olgdinThe IRB will consider, among other things, ghésting information on the product, ethical fastothe safety of hum.
subjects, the potential benefits of the therapythedossible liability of the institution.

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

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

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

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

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

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

2. FDA Approval of the Application(S) Prior to Any Canercial Sale or Shipment of the Drug Biologic PradManufacturing Establishments Locate:
Certain States Also May be Subject to Separate lR&Egy and Licensing Requirement. The testing gopraval process will require substantial time, gffnd expense. The fit
for approval is affected by a number of factorgluding relative risks and benefits demonstratedlimical trials, the availability of alternativeeatments and the severity of
disease. Additional animal studies or clinicallfrimay be requested during the FDA review peridaictv might add to that time.
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After FDA approval for the product, the manufaatgriand the initial indications, further clinicalals may be required to gain approval for the usthe product fc
additional indications. The FDA may also requireusumal or restrictive postarketing testing and surveillance to monitor fdverse effects, which could involve signific
expense, or may elect to grant only conditionarapgls.

FDA Manufacturing Requiremen

Among the conditions for product licensure is thguirement that the prospective manufacturer’sityuebntrol and manufacturing procedures confornthi® FDA's
current good manufacturing practices, or GMP, nagnent. Even after product licensure approval, ttaufacturer must comply with GMP on a continuirasib, and wh.
constitutes GMP may change as the state of thef amanufacturing changes. Domestic manufacturicgif@s are subject to regular FDA inspections &vIP compliance, whic
are normally held at least every two years. Foreigamufacturing facilities are subject to periodiDA-inspections or inspections by the foreign retpria authorities wit
reciprocal inspection agreements with the FDA. Dsieemanufacturing facilities may also be subjecinspection by foreign authorities.

Fast Track, Priority Review and Accelerated Appiic

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

Fast Track is a formal mechanism to interact with the FDA gsapproaches that are available to all applicamtsifarketing claims. The Fact Track mechanis
described in the Food and Drug Administration Mazation Act of 1997. The benefits of Fast Tracklie scheduled meetings to seek FDA input inteetiggment plans, ti
option of submitting a New Drug Application (NDA isections rather than all components simultangoasid the option of requesting evaluation of ssdiising surroge
endpoints as discussed below. The Fast Track de#ignis intended for the combination of a prodact a claim that addresses an unmet medical ne¢ds independent
Priority Review and Accelerated Approval. An appht may use any or all of the components of Faatik without the formal designation. Fast Track geation does n
necessarily lead to a Priority Review or Acceledad@proval.

Priority Review is a designation for an application after it hasrbsubmitted to the FDA for review for approvalaimarketing claim. Under the Food and C
Administration Modernization Act of 1997, reviews fNew Drug Applications, or NDAs, are designatsdeéher Standard or Priority. A Standard desigmasiets the target di
for completing all aspects of a review and the Fi2king an action on the application (approve oragrove) at 10 months after the date it was fikedPriority designation se
the target date for the FDA action at 6 months.riédrity designation is intended for those produbist address unmet medical needs.

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

The FDA is requiring human cell, tissue, and celiidnd tissudased product (HCT/P) establishments to followentrgood tissue practice, which governs the me
used in, and the facilities and controls used tleg, manufacture of HCT/Ps; recordkeeping; and stabdishment of a quality program. The agency $e @suing new regulatio
pertaining to labeling, reporting, inspections, amiorcement that will apply to manufacturers ajsta HCT/Ps regulated solely under the authoritthefPublic Health Servi
Act, and not as drugs, devices, and/or biologicatipcts.

As part of this approach, the FDA has publishedlfiules for registration of establishments thagage in the recovery, screening, testing, procgssitorage ¢
distribution of human cells, tissues, and cellalad tissuebased products, and for the listing of such prasluthese products specifically include stem célig are progenitors
blood cells; however, the FDA makes no explicitestzent regarding the inclusion of other types ehstells. In addition, the FDA has published pregbsules for makin
suitability determinations for donors of cells as$ue and for current good tissue practice forufeaturers using them. We cannot now determinduheffects of this regulatol
initiative, including precisely how it may affedte clarity of regulatory obligations and the extehtegulatory burdens associated with pluripotahilt stem cell research (for st
cells that give rise to various tissue types, ideig blood), and the manufacture and marketingdotftastem cell products.

Other Regulations

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

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

Employees

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

Legal Proceedings

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

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

Name Age Position
David B. McWilliams 63 President and Chief Executive Officer, Director
C. W. Rouse 58 Chief Financial Officef)
Lynne Hohlfeld 46 Chief Financial OfficefY
Scott B. Seaman 50 Director
Gregory H. Bailey 50 Director
David Hung 48 Director
Michael Richman 45 Director

(@ Mr. Rouse will retire on June 30, 2006. Ms. Holdfelill assume the position on that date.

Biographical information for our directors and ewtiee officers is set forth below:

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

C. William Rouse has served as our Chief Financial Officer since N@@4. Prior to May 2004, Mr. Rouse was Managinge€tor of Rouse Associates from A
1999 until May 2004. From January 1995 to April 238 was Chief Marketing Officer for Futorian Iremd from December 1990 to January 1995 he was miBivGener:
Manager for Masco Corporation. Prior to 1990 MruR®was President of BEI, Inc. Mr. Rouse has ledrsé startups and turnarounds and founded sesecakssful companies.

Lynne Hohlfeld will assume the position of Chief Financial Officar June 30, 2006. She has served as Vice Presklranhce since April 2006. From September :
until April 2006, she was vice president and cliie&ncial officer of Denota Ventures. From Augu80® until March 2004 she was senior vice presidamgf financial officer c
Bacterial Barcodes, Inc., a Houstbased molecular diagnostics company spun out oBtydor College of Medicine there. She was alsamevice president and chief financ
officer of Spectral Genomics of Houston upon itsrgee with Bacterial Barcodes in March 2004. Ms. Held was also employed by LifeCell Corporationrfrdl997 to 199!
serving as controller. Ms. Hohlfell'career includes positions at Dixie Chemical Camyp&rice Waterhouse Coopers, McKenna & Compang,/thur Andersen. Ms. Hohlfe
received a B.B.A. in accounting from the UniversifyWisconsin - Madison and is a certified publecauntant.

Scott B. Seamarhas served as a Director of since April, 2006. S8aman currently serves as the executive direcmrtr@asurer of the Albert and Margaret Al
Foundation of Houston, Texas, a private foundagiomarily supporting institutions in the Texas Meali Center in Houston, Texas. Since January 1998esent, Mr. Seaman |
served as the chief financial officer of ChaswitiLtan investment management company. Since Septebh®86, Mr. Seaman has served as secretary asslitez of M & #
Properties Inc., a ranching and real estate con&nte January 2003, Mr. Seaman has served asmaraand, since July 2004, president of ICT Managgnnc., the genet
partner of Impact Composite Technology Ltd., a cosie industry supplier. Since May 2004, Mr. Searnas served as a Member of the Investment Comnuft€&obal Hedge
Equity Fund LP, a hedge fund. Mr. Seaman receiviedchelor’s degree in business administration fBowling Green State University.
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Dr. Gregory H. Bailey has served as a Director of since April, 2006. Siklay 2004, Dr. Bailey has served as a managiregtir of MDB Capital Group LLC. Fro
June 2002 to June 2003, Dr. Bailey served as a giagnairector of Gilford Securities, Inc and froB28 to June 2002, Dr. Bailey served as a managiegtdr of Knightsfor
Bank Corp. Since May 2005, Dr. Bailey has servediesctor of Medivation, Inc., a public company @ised on acquiring biomedical technologies. Dr. &aliolds a M.D. fror
the University of Western Ontario.

Dr. David Hung has served as a Director of the Company since N0&@ 2Dr. Hung has served as the president, chiefwgive officer and as a director of Medivat
Inc. since December 17, 2004. Dr. Hung also hageseas the President and Chief Executive Officad member of the board of directors, of Medivatitnt.’s subsidiar
Medivation Neurology, Inc. since its inception ik@ember 2003. From 1998 until 2001, Dr. Hung wampleyed by ProDuct Health, Inc., a privately heleédital devic
company, as Chief Scientific Officer (1998-1999%) as President and Chief Executive Officer (12091). From December 2001 to January 2003, Dr. Henged as a consulti
to Cytyc Health Corporation. From July 1999 to NmMeer 2001, Dr. Hung served as president and ckisfugive officer of ProDuct Health, Inc. Dr. Huneceived his M.D. froi
the University of California at San Francisco, &m&M.A. and A.B. in biology and organic chemistrgm Harvard College.

Michael S. Richmanhas served as a Director since June 2006. Mr. Richis Executive Vice President and Chief Opera€ificer of MacroGenics, Inc. He join
MacroGenics, Inc in 2002 with over twenty yearsexignce in corporate business development withenbiibtechnology industry. Before joining MacroGenloc, he was seni
vice president, corporate development administnaib Medimmune, Inc. from 1996 to 2002om 1985 to 1996, Mr. Richman served in variousiaepositions at Chirc
Corporation, a public biotechnology company, witls kast position being director of corporate busselevelopment. His previous positions include rganaf busine:
development from 1990 to 1992 and manager of extalll property from 1988 to 1990. Mr. Richman reee hisMSBA degree from San Francisco State Universityhve
concentration in International Business, and a Be§ree form the University of California at Davis.

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

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

All of the members of the audit committee are momployee directors who: (1) met the criteria fodeépendence set forth in Rule 1@)(1) under the Securiti
Exchange Act of 1934, as amended (the “Exchang®;A&) did not participate in the preparation of ouraficial statements or the financial statementspEx@ Pharmaceutice
Inc.; and (3) are able to read and understand fuedgal financial statements, including a balan@eshncome statement and cash flow statementBblaed has determined tl
Mr. Seaman qualifies as an “audit committee finahekpert” as defined by Item 401(e) of Regulat®8 of the Exchange Act.
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Compensation Committeelhe compensation committee of the board conefsBr. Hung, Mr. Richman and Mr. Seaman, who adependent directors, as define:
Rule 10A3 of the Exchange Act. The compensation Commitestews and approves (1) the annual salaries arer eimpensation of our executive officers and f@jvidua
stock and stock option grants. The compensationrittee also provides assistance and recommendatithsespect to our compensation policies and fimas and assists w
the administration of our compensation plans. Téramensation committee held 4 meetings in the figeal ended December 31, 2005, and the then merab#ts compensatic
committee attended each meeting.

In addition, the Board has adopted a written chafide the compensation committee, adopted in Aud@04, which is available on the Compasyvebsite ¢
www.opexatherapeutics.com.

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

Compensation Committee Interlocks And Insider grdition. Our compensation committee is comprised of Drn¢gduMr. Richman and Mr. Seaman. None of
committee members has ever been an employee ofaOfferapeutics, Inc. None of our executive officersre as a member of the board of directors ompemsation committe
of any entity that has any executive officer segvits a member of our Board of Directors or comp&msaommittee.

Compensation of Directors

Mr. McWilliams who is a director and an officer doeot receive any compensation for his servicesraember of our board of directors. As directa@dmpensation f
the period ending April 13, 2007, the Company apptbthe issuance of a ten year option to purch&€08 shares of common stock to Dr. Bailey, Mr.rS@aand Dr. Hung at
exercise price of $5.20 per share. On June 16, 20®6ompany approved the issuance of a ten ye#@nof purchase 35,000 shares of common stock toRithman at &
exercise price of $9.80. Each of these options 8% on the date of grant, 25% on the first ans@asr and the remaining 25% on the second anniwersih ninety da
acceleration upon the director’s termination. Wienkurse our directors for travel and lodging exganis connection with their attendance at boardcamdmittee meetings.

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

Summary Compensation Table

The following tables set forth certain informaticegarding our CEO and each of our most higtdyapensated officers whose total annual salarybands for the fisc.
years ending December 31, 2005, 2004 and 2003 e«dek100,00C

Annual Compensation Long Term Compensation Awards
Securities Underlying All Other
Name and Salary Bonus Options Compensation
Principal Position Year ($) ($) (#) ($)

David B. McWilliams (1) 2005 250,000 - 5,000 -

2004 83,000 . 37,000 (2) .

2003 - - - -
C. William Rouse (3) 2005 180,000 - 5,000 -

2004 77,500 . 10,000 (2) .

2003 - - - -
Warren Lau (4) 2005 - - - -

2004 98,000 - - -

2003 - - - -
Jason Otteson (5) 2005 - - - -

2004 42,000 . . .

2003 102,000 - 2,400 -
1) Served as chief executive officer since August 2004
2) See “Executive Employment Contracts” for a disomsgif the option.
3) Served as chief financial officer since May 2004.
4) Served as chief executive officer from June 200duph August 2004.
(5) Served as chief executive officer until June 2004.

Option Grants in Last Fiscal Year
(Individual Grants)
Number of % of Total Options
Name Securities Options Granted to Fiscal Exercise/Base Price Expiration
Granted Year ($/Share) Date

David B. McWilliams 5,000 2% 30.00 01/21/2010
C. William Rouse 5,000 2% 30.00 01/21/2010

Warren Lau - - - -
Jason Otteson - - - -
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Options Exercises and Fiscal 2005 Year End Values

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at December 31 2005 at December 31 2005 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
David B. McWilliams 24,33 17,66 $ -0-(1) $ 0-(1)
C. William Rouse 10,00( 5,00C 0-(1) 0-(1)

Warren Lau

Jason Otteson

(1)  The value of “in-the-money” stock options represehe difference between the $30.00 exercise pfiseich options and the fair market value of $g80share of
common stock as of December 31, 2005, the clogiieg pf the common stock reported on the OTC BullBbard for December 30, 2005

No options were exercised during the fiscal yealeenDecember 31, 2005. No stock appreciation rigier® outstanding at the end of the 2005 fiscat.
Executive Employment Contracts

David B. McWilliams has an existing employment agrent with us that he entered into effective Auge8d4. Mr. McWilliams current agreement for thespion of
chief executive officer is at an annual salary 85,000 and may be terminated by us or him at ang for any or no reason. Mr. McWilliams has thghtito purchase 37,0
shares of our common stock exercisable at a pecesipare of $30.00, which all vested in April 2006January 2005, Mr. McWilliams was granted ani@pto purchase 5,0
shares of common stock at a purchase price of $3@0 share, of which 3,334 shares vested in Jar2@06. In May 2006, subject to the shareholdepgroval of the propos
amendment to the Plan increasing the number ofeshaff common stock authorized for issuance underPlan, Mr. McWilliams was granted a ten year aptior purchas
120,000 shares of common stock at $5.00 per stessting in three years with ninety day acceleratipan Mr. McWilliams termination.

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

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

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

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

Number of Percentage
Name and Address of Beneficial Owner(1) Shares Owned of Class
Beneficial Owners of more than 5%
SF Capital Partners Ltd. (2) 1,000,000 ( = 14.93%
Magnetar Capital Master Fund, Ltd (4) 672,500 ( £ 9.99%
Austin Marxe and David Greenhouse (6) 1,500,000 ( € 20.84%
Albert and Margaret Alkek Foundation (7) 685,973 ( € 9.99%
Alkek & Williams Ventures Ltd. (9) 416,7,98 (1C 6.08%
DLD Family Investments, LLC (11) 370,778 (12 5.43%
Officers and Directors
Scott B. Seaman (9) 468,581 (12 6.81%
David B. McWilliams 57,715 (14 *
C. William Rouse 49,996 (15 *
Gregory H. Bailey 71,428 (16 1.06%
Michael Richman 17,500 (17 *
David Hung 17,500 (18 *
All directors and executive officers as a groupésons) ** 682,720 (1< 0.66%

* Less than 1%
Unless otherwise indicated, the mailing addregbebeneficial owner is c/o Opexa Therapeutics,, 835 N. Crescent Ridge Drive, The Woodlands,abe&7381.
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©)

4)

®)

(6)

@)

Michael A. Roth and Brian J. Stark exercise joioting and dispositive power over all of the shasesommon stock beneficially owned by SF Capitattfers Ltd., bt
Messrs Roth and Stark disclaim beneficial ownersliipuch shareslhe information in this footnote is primarily based a Schedule 13G filed with the SEC on A2
17, 2006 and other information provided to Tlke mailing address of SF Capital Partners Ltat/dasStark Offshore Management, LLC, 3600 South LBkiee, St
Francis, WI 53235.

Excludes 500,000 shares of Company common stockrlymdg the April 2006 Warrant (“Warrant'that SF Capital Partners Ltd. is contractually dvited from
exercising to the extent that it would beneficialyn in excess of 9.999% of the total number aféssand outstanding shares of common stock aftdr exercise.

Magnetar Financial LLC is the investment advisoMzgnetar Capital Master Fund, Ltd. (“Magnetaat)d consequently has voting control and investrdéstretior
over securities held by Magnetar. Magnetar FirelncLC disclaims beneficial ownership of the shahedd by Magnetar. Alec Litowitz has voting cortavel
Supernova Management LLC, which is the generainparbf Magnetar Capital Partners LP, the sole miagagember of Magnetar Financial LLC. As a reshit,
Litowitz may be considered the beneficial owneramly shares deemed to be beneficially owned by Magriéinancial LLC. Mr. Litowitz disclaims benefa

awnershin nf these shares The mailina addredsenfieneficial nwner i 1802 Orrinatan Ave tElnar Fuanstan lllinnis 6020

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

Consisting of: (i) 331,000 shares of common stawtt 865,500 shares of common stock issuable upoexéeise of a Warrant held by Special Situationsd-Il QP
L.P., (ii) 28,400 shares of common stock and 14,808res of common stock issuable upon the exeofiseWarrant held by Special Situations Fund IR L. (iii)
90,600 shares of common stock and 45,300 sharesnefnon stock issuable upon the exercise of a Wiaheld by Special Situations Cayman Fund, L.P), 480,00(
shares of common stock and 200,000 shares of constemf issuable upon the exercise of a Warrant hgl&pecial Situations Private Equity Fund, L. v)
150,000 shares of common stock and 75,000 sharesnminon stock issuable upon the exercise of a Waheld by Special Situations Life Sciences Fun®,. IMGF
Advisors Limited (“MGP”)is the general partner of Special Situations FUhdQP, L.P. and Special Situations Fund Ill, LAVM Investment Company, In
(“AWM?") is the general partner of MGP and the galgrartner of and investment adviser to the Sp&italations Cayman Fund, L.P. MG Advisers, L.L.BIG") is
the general partner of and investment adviseredStpecial Situations Private Equity Fund, L.P. Lé/i&ers, LLC (“LS")is the general partner and investment advis
the Special Situations Life Sciences Fund, L.P.tilwlé/. Marxe and David M. Greenhouse are the ppakcowners of MGP, AWM, MG and LS. Through theinoo!
of MGP, AWM, MG and LS, Messrs. Marxe and Greenleossare voting and investment control over thefplastsecurities of each of the funds listed abotiee
information in this footnote is primarily based arSchedule 13D filed with the SEC on April 24, 2Q06&1 other information provided to uBhe mailing address
Messrs. Marxe and Greenhouse is 527 Madison AveBuigs 2600, New York, New York 10022.

This information is based on the Schedule 13D filéith the SEC on April 24, 2006, as amended, byeflland Margaret Alkek Foundation (the “Foundatjo’lkek &
Williams Ventures, Ltd. (“Ventures”), Scott Seamddi,.D Family Investments, LLC, and the other repugtipersons named therein (the” Foundation 13DHe
Foundation acts through an investment committaéésdfoard of directors, which includes Mr. Daniginald, Mr. Joe Bailey, Mr. Scott Seaman and Ms.d@abBunca
Williams. Mr. Seaman is the executive director foé Foundation and chairman of the investment cotemifThe investment committee has sole voting amesitmer
power over all of the shares of common stock beraly owned by the Foundation. However, pursuantite Foundation 13D, neither the executive direcm
any member of the investment committee may acwiddally to vote or sell shares of common stockdhgy the Foundation; therefore, the Foundationduwaxlude:
that no individual committee member is deemed teekieially own, within the meaning of Rule 13def the Exchange Act, any shares of common steaté by the
Foundation solely by virtue of the fact that hesbe is a member of the investment committee. Aauktily, pursuant to the Foundation 13D, the Foundaha:
concluded that because Mr. Seaman, in his capasigxecutive director or chairman of the investnoammittee, cannot act in such capacity to voteedirshares «
common stock held by the Foundation without therapal of the investment committee, he is not deemodaeneficially own, within the meaning of Ruledt3 of the
Exchange Act, any shares of common stock held eyFtsundation by virtue of his position as executlirector or chairman of the investment commitfEee mailing
address of the beneficial owner is 1221 McKinne§28} Houston, Texas 77010.
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Consisting of: (i) 12,084 shares of common stocfeulying Series B Warrants exercisable at $20.00spare; (ii) 22,223 shares of common stock undeglBeries (
Warrants exercisable at $30.00 per share; and 1(#5,000 shares of common stock underlying a Warfarcludes 115,000 shares of Company common
underlying a Warrant that the Foundation is contralty prohibited from exercising to the extentttitavould beneficially own in excess of 9.999%tbé total numbe
of issued and outstanding shares of common stdek sich exercise. Pursuant to the Foundation #f8Df-oundation and other reporting persons natme@in may b
deemed to constitute a group for purposes of Sedtsgd) or Section 13(g) of the Exchange Act. Idwer, the Foundation, Ventures, Chaswil, Ltd., krd Seama
expressly disclaim (i) that, for purposes of Satti@(d) or Section 13(g) of the Exchange Act, thegy a member of a group with respect to securitidhe Compan
held by DLD Family Investments, LLC, Mr. Arnold, MBailey or Ms. Williams and (ii) that they haveragd to act together with DLD Family InvestmentsCl Mr.
Arnold, Mr. Bailey or Ms. Williams as a group othévan as described in the Foundation 13D. Theretbie does not include the following securities) 233,33¢
shares of common stock held by DLD Family InvesttaebLC; (ii) 9,667 shares of common stock underySeries B warrants exercisable at $20.00 peedheld b
DLD Family Investments, LLC; (iii) 17,778 shares @dmmon stock underlying Series C warrants exebiésat $30.00 per share held by DLD Family Investta
LLC; (iv) 110,000 shares of common stock underlya@varrant held by DLD Family Investments, LLC; @§,667 shares of common stock held by Mr. Arn@la);
4,834 shares of common stock underlying Series Bamés exercisable at $20.00 per share held byAvrold; (vii) 8,889 shares of common stock undertyiSeries
warrants exercisable at $30.00 per share held hyAvtrold; (viii) 10,000 shares of common stock urigieg a Warrant held by Mr. Arnold; (ix) 10,000 ates o
common stock held by Mr. Bailey; (x) 5,000 sharésammon stock underlying a Warrant held by Mr.IBgj (xi) 263,667 shares of common stock held bytdees
(xii) 9,909 shares of common stock underlying SeBewarrants exercisable at $20.00 per share heldntures; (xiii) 18,223 shares of common stockleryinc
Series C warrants exercisable at $30.00 per sleddebly Ventures; (xiv) 125,000 shares of commomwlstenderlying a Warrant held by Ventures; (xv) ZDSBeries ¢
common stock held by Mr. Seaman; (xvi) 2,900 shafesommon stock underlying series B warrants ezafde at $20.00 per share held by Mr. Seamani) (%834
shares of common stock underlying Series C warraréscisable at $30.00 per share held by Mr. Seamuah (xviii) 7,500 shares of common stock undedyk
Warrant held by Mr. Seaman. The information in foistnote is primarily based on the Foundation E3id other information provided to us.
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(13)

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

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

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

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

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

(19)

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

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

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

Consisting of 17,500 shares of common stock undweylgptions.
Consisting of 17,500 shares of common stock undweylgtock options.

Consisting of: (a) the following held by Mr. Seamamwhich Mr. Seaman may be deemed to have votibimvestment power (i) 17,500 shares underlyingtion
(i) 263,667 shares of our common stock held by tuees; (iii) 9,909 shares of our common stock ulyileg Series B warrants exercisable at $20.00 paresheld b
Ventures; (iv) 18,223 shares of our common stoattetlying Series C warrants exercisable at $30.00spare held by Ventures; (v) 125,000 shares ofcoanmot
stock underlying a Warrant held by Ventures; (v shares of our common stock underlying SeriegBants exercisable at $20.00 per share; (V834 shares
our common stock underlying Series C warrants és&ipte at $30.00 per share; and (viii) 7,500 shafesirr common stock underlying a Warrant; (b) filiéowing helc
by Mr. McWilliams (i) 40,334 shares of common staakderlying stock options; (ii) 3,789 shares of coom stock underlying Series B warrants exercisab20.0!
per share; and (iii) 6,968 shares of our commonkstmderlying Series C warrants exercisable at®B@er share; (c) the following held by Dr. Baileywhich Dr
Bailey has voting and investment power; (i) 17,50@res underlying stock options; (ii) 38,928 sharfesommon stock underlying a Warrant exercisabl$5a00 pe
share; (iii) 10,000 shares of common stock heldPhiantir Group, Inc.; and (iv) 5,000 shares of camsunderlying a Warrant held by Palantir Groug,;I(d) 17,50
shares underlying stock options held by Dr. Hurg;1(7,500 shares underlying stock options held byRichman; and (f) the following held by Mr. Rougp31,66"
shares of common stock underlying stock optioris6@5 shares of common stock underlying SeriesaBrants exercisable at $20.00 per share; andL(#23 shares
our common stock underlying Series C warrants ésainte at $30.00 per share.

SELLING STOCKHOLDERS

No stockholder may offer or sell shares of our cammtock under this prospectus unless such stodi&hblas notified us of his or her intention to shlares of ot

common stock and this prospectus has been dedfiextive by the SEC, and remains effective attiime such selling stockholder offers or sells sabhres. We are requirec
amend this prospectus to reflect material develogsni@ our business, financial position and resoiftsperations. Each time we file an amendmenhi® grospectus with the SE
it must first be declared effective prior to théeofor sale of shares of our common stock by thlengestockholders.
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The common stock covered by this prospectus ietoftered for the account of the selling stockhadda the following table. The selling stockholderay from time t

time sell all, some or none of the shares of comstook offered by this prospectus.

The following table, which we have prepared basednformation provided to us by the applicable isgllstockholder, sets forth the name, the numbeshafes ¢
common stock beneficially owned by the selling khmiders intending to sell our common stock andrthmber of shares of common stock to be offeredesnset forth belo
none of the selling stockholders selling in conigectvith the prospectus has held any position icefwith, been employed by, or otherwise has hathterial relationship with |

or any of our affiliates during the three yearoptb the date of the prospectus.

Number and % of

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

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

682501 Alberta Ltd. 3. 5,09¢ 5,09¢ -0- *
AFDSMSSAS, L.P. 4, 4,282 4,28z -0- *
Albert and Margaret Alkek Foundation 5. 685,97 50,97: 635,00( 9.2%%
Alkek & Williams Ventures 6. 416,79¢ 41,79¢ 375,00( 5.5(%
Alpine Atlantic Asset Management AG 7. 103,47" 103,47° -0- *
Anastasios & Tabitha Belesis 8. 187 187 -0- *
Andrew B. & Shanna Sue Linbeck 9. 10,39¢ 10,39¢ -0- *
Anthony J. Spatacco, Jr. 10. 6,13¢ 6,13¢ -0- *
Anthony M. Sensoli 11. 20,99¢ 20,99¢ -0- *
Anthony M. Sensoli, IRA Charles Schwab & Co., IGBustodian 12. 3,72: 3,72: -0- *
Archie McK Malone 13. 11,292 11,29: -0- *
Armand LaSorsa 14, 17 17 -0- *
Arthur J. & Phyllis C. Goodwin 2001 Family Trust 2d 4-26-01 15. 2,481 2,481 -0- *
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Number and % of

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

Ball Family Trust dtd 03/08/96

Richard K. Ball & Polly Ball

Co-TTEEs 16. 4 4 -0-

Beverly B. Arnold 17. 20,38¢ 20,38¢ -0-

Beverly E. Wrubel 18. 2,47: 2,47: -0-

Billie Willmon Jenkin 19. 5,03¢ 5,03¢ -0-

Bobby D. Perry 20. 10,19t 10,19t -0-

Bradley S. Stewart 21. 6,434 6,43¢ -0-

Brewer & Pritchard, PC 22. 32,32¢ 32,32¢ -0-

Bruce C. Marek 23. 25,70: 25,70: -0-

Bruno Nordberg 24, 5,10¢ 5,10¢ -0-

Bruno or Joan A. Nordberg, JWROS 25. 6,17¢ 6,17¢ -0-

C. William Rouse 26. 49,99¢ 3,17¢ 46,817

Cameron Living Trust Ltd 8/31/95 27. 2,47( 2,47( -0-

Capital Growth Planning 28. 5 5 -0-

Carmelo Troccoli 29. 35 35 -0-

Centrum Bank AG 30. 24,61 24,61 -0-

Charles L. Bradley 31. 10,19¢ 10,19¢ -0-

Cimarron Biomedical Equity Master Fund, L.P. 32. 50,97: 50,97: -0-

Citigroup Global Markets Custodian FBO Mary Ann \Wes

2004 Roth IRA 33. 1,10¢ 1,10¢ -0-

_42-




Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
Citigroup Global Markets Custodian FBO Mary Ann Wes
2005 Roth IRA 34, 603 603 -0-
Citigroup Global Markets Custodian FBO Terry Wes2804 Roth IRA 35. 861 861 -0-
Citigroup Global Markets Custodian FBO Terry Wes2805 Roth IRA 36. 1,10€ 1,10€ -0-
CKW LLC 37. 5,09¢ 5,09¢ -0-
Clariden Investments LTD 38. 12,85: 12,85: -0-
Clemente Capital Management, LLC 39. 374 374 -0-
Crestview Capital Master, LLC 40. 152,91° 152,91° -0-
Crutchfield Family 1976 Trust 41. 12,31t 12,31t -0-
Dale W. Spradling 42. 38,69 25,69¢ 13,00(
Daniel L. Zimmerman 43. 6,18¢ 6,18¢ -0-
David B. McWilliams 44. 57,71¢ 17,18: 40,53:
David Carl Lustig, Ill 45. 4,07¢ 4,07¢ -0-
David Livney 46. 3,05¢ 3,05¢ -0-
David P. Haswell 47. 2,52¢ 2,52¢ -0-
David R. & Alice M. Evers 48. 16 16 -0-
Davis Investments V LP 49. 205,92¢ 177,00¢ 28,92(
Delaware Charter Guaranty & Trust foo Andre Gu&A | 50. 2,00¢ 2,00¢ -0-
Delaware Charter Guaranty & Trust fbo Gisele GUBRA 51. 3,012 3,012 -0-
Delaware Charter Guaranty & Trust foo Ronald BrapgwRA 52. 2,53¢ 2,53¢ -0-
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Number and % of

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

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

Dietrich & Rosemarie Riemer 53. 6,117 6,117 -0- *
DLD Family Investments, LLC 54, 370,77¢ 40,77¢ 330,00( 4.85%
Donald G. Stewart 55. 24,22: 24,22 -0- *
Donald J. Zinda 56. 4 4 -0- *
Donald M. Ureel Trust dtd 09/24/97; Donald M. UreETEE 57. 24 24 -0- *
Donald Zinman 58. 21 21 -0- *
Douglas Alan Jenkin 59. 9,892 9,89z -0- *
Douglas J. Cook & Christine Cook 60. 4 4 -0- *
Douglas Miller 61. 65E 65E -0- *
E. Elaine Schuster 62. 4,95( 4,95( -0- *
E55 LP 63. 5,09¢ 5,09¢ -0- *
Edward W. Gray and Sharon H. Gray 64. 2,46t 2,46¢ -0- *
Elizabeth J. Hanson 65. 6,117 6,117 -0- *
Elizabeth J. Hanson, IRA 66. 2,47¢ 2,47¢ -0- *
Enable Growth Partners LP 67. 159,74° 159,74 -0- *
Enable Opportunity Partners LP 68. 18,35( 18,35( -0- *
Ervin Living Trust 69. 5,04t 5,04t -0- *
Ervin Living Trust Dtd.7/6/95, Robert D. Ervin & Ri Y. Ervin Co-
TTEES 70. 5,09¢ 5,09¢ -0- *
First Trust Corporation TTEE FBO: Lynn C. Kalcic 71. 1,187 1,187 -0- *
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Number and % of

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

First Trust Corporation TTEE FBO: Mary A. Kalcic 72. 3,26: 3,26: -0-

Frank M. Mandola 73. 10,28: 10,28: -0-

Fred S. Harper 74. 13,74: 13,74: -0-

Gary Hanson & Elizabeth Hanson 75. 2,67¢ 2,67¢ -0-

Gemini Master Fund, Ltd. 76. 24,73t 24,73t -0-

Geoffrey Kopecky 77. 56 56 -0-

George E. Liberato 78. 5,141 5,141 -0-

George Jarkesy, Jr. 121,25( 121,25( -0-

George and Linda Boston 79. 1,01C 1,01C -0-

Gerald L. King & Sherry J. King 80. 4 4 -0-

Gerald W. Brown 81. 4 4 -0-

Greeley Orthodontic Center, P.C. Profit Sharingstfoo Gary J.

Kloberdanz 82. 18 18 -0-

Gregg Lerman 83. 374 374 -0-

H. Michael Lambert 84. 29,90( 25,40( 4,50(

Harold E. Tellefsen Trust 85. 7,07t 7,07¢ -0-

Harry Groszecki 86. 9,17¢ 9,17¢ -0-

HRBFA Custo. of the IRA FBO Mary Ann Sharrow 87. 8,93¢ 8,93¢ -0-

HRBFA Custo. of the IRA FBO Paul G. Sharrow 88. 8,44( 8,44( -0-

|. Dwyane Davis 89. 10,01¢ 10,01¢ -0-
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Number and % of

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

Insiders Trend Fund LP 90. 10,79: 10,79: -0-

J. Roy Jones & James M. Jones, Charitable Remaswigust 91. 4 4 -0-

Jack Dulworth 92. 10,19¢ 10,19¢ -0-

Jack M. Franks Revocable Trust dtd 06/25/91; Jackidnks, TTEE) 93. 11 11 -0-

James A. Boston 94. 2,75¢ 2,75¢ -0-

James E. Striedel 95. 12,77 12,77 -0-

James G. Geistfeld Living Trust 96. 2,47: 2,47: -0-

Jarkesy Foundation, Inc. 97. 52,45¢ 52,45¢ -0-

Jaye S. Venuti, D.D.S. Retirement Plan Trust; Jy#enuti & Michael

Yokoyama, TTEES 98. 14 14 -0-

Jerome T. Usalis 99. 74,14 74,14 -0-

Jerry Sexton 100 39t 39t -0-

Jessica Spradling 101 30,58¢ 30,58¢ -0-

Jimmy C. Williams 102 11,99: 6,61¢ 5,37:

John C. Bult, TTEE 103 4 4 -0-

John G. Ariko, Jr. 104 35 35 -0-

John H. Crutchfield 105 24,63t 24,63t -0-

John Parmigiani 106 187 187 -0-

John T. Borgese 107 11,98« 11,98« -0-

Jonathan Rich 108 34 34 -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Joseph D. Mandola 109 20,51¢ 20,51¢ -0-

Joseph L. Draskovich 110 2,52¢ 2,52¢ -0-

Joyce E. Burris 111 2,53( 2,53( -0-

JSM Capital Holdings Corp. 112 12z 12z -0-

Kalcic Exemption Trust 113 2,52¢ 2,52¢ -0-

Kenneth & Jill Flint, TTEES - The Kenneth W. Fliamily Protection Tr. 114 7 7 -0-

Kenneth O. Stahl/Frederick R. Stahl, Jr. (POA) 115 2 2 -0-

Kirk Folkerts 116 23,26: 17,94« 5,317

Lakeview Direct Investments, LP 117 20,38¢ 20,38¢ -0-

Larry R. Cramer 118 34 34 -0-

Lawrence S. Yunker 119 1,47¢ 1,47¢ -0-

LB (Swiss) Private Bank LTD 120 6,42¢ 6,42¢ -0-

Linda M. Barone/Larry R. Zilli 121 6,181 6,181 -0-

Liparus, LLC 122 2,471 2,471 -0-

Lippert Heilshorn & Associates Inc. 123 4,06t 4,06t -0-

Lone Star No. 1, Ltd 124 10,39¢ 10,39¢ -0-

Lorie Cook 125 262 262 -0-

Louis R. Reif 126 8,56¢ 6,30¢ 2,26(

Lynn Rach 127 8 8 -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Marcus F. Wray 128 5,09¢ 5,09¢ -0-

Mark A. Stewart 129 28,37¢ 23,06 5,315

Mark S. Boland 130 10,11: 10,11: -0-

Mark Stutzman 131 53€ 53€ -0-

Mary A. Kalcic Irrevocable Trust dtd 11/11/87 - P#&alcic, TTEE 132 4 4 -0-

Michael and Kristine Marrale 133 6,117 6,117 -0-

Michael Hamblett 134 12,31t 12,31t -0-

Michael K. Boudreaux 135 2,46¢ 2,46¢ -0-

Michael C. Neumann 136 2,49¢ 2,49¢ -0-

Millard B. Ryland, IRA 137 7,131 7,131 -0-

Mitchell Sassower 138 3,05¢ 3,05¢ -0-

Monarch Capital Group, LLC 139 85 85 -0-

Nancy A. Korpi 140 21 21 -0-

Nancy R. Greer Lini 141 4,911 4,911 -0-

Nelson Wooster Living Trust; Nelson Wooster, TT 142 2 2 -0-

NFS LLC/FMTC FBO Richard E Crawfoi 143 12,36¢ 12,36¢ -0-

Nick Lippuner & Marianne Lippune 144 7,63¢ 7,63¢ -0-

Norman R. Morris Living Trus 145 5,09¢ 5,09¢ -0-

Oxnard Camarillo Anesthesiologist Group MPP; VahcKalcic TTEE 146 18 18 -0-
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Number and % of

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

Pamela Dru Sutton 147 6,17: 6,17: -0-

Panacea Fund, LLC 148 51,07¢ 51,07¢ -0-

Pankaj A. Patel 149 24,67 24,67 -0-

Parsifal Investments, L.P. 150 10,70¢ 10,70¢ -0-

Patrick Linbeck 151 7,861 2,861 5,00(¢

Paul G. Sharrow 152 2,47: 2,47: -0-

Paul Masters, IRA 153 12,28: 12,28: -0-

Pershing LLC as Custodian FBO Kinnary Patel RolidiRA 154 9,827 9,827 -0-

Pershing LLC as Custodian FBO Kinnary Patel RotA IR 155 9,827 9,827 -0-

Peter Bischofberger 156 5 5 -0-

Pinnacle Trust Co., LTA 157 50,97: 50,97: -0-

Plum Glen Partners, L.P.; Jerry Mendelson Geneagther 158 18 18 -0-

Provident Premier Master Fund, Ltd 159 49,34 49,34 -0-

Ratcliff Investments; Attn: Robert Ratcliff 160 18 18 -0-

Renaissance Interests, L.P. 161 36,40¢ 21,40¢ 15,00(

Richard N. Ernst 162 24,73¢ 24,73¢ -0-

Richard T. Jeleniewski 163 6,19¢ 6,19¢ -0-

Robert F. Donathan 164 24,63¢ 24.,63¢ -0-

Robert H. & Joy D. Caldwell, TTEES - Caldwell FaynTrust - U/A dated

7122/85 165 2 2 -0-
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Number and % of

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

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

Roland Hartman 166 32,374 12,37« 20,00( *
Ronald Brangwyn 167 5,09¢ 5,09¢ -0- *
Rudy Aguirre and
Therese Mosqueda Ponce 168 2,53¢ 2,53¢ -0- *
S. Edmund Resciniti 169 10,19t 10,19t -0- *
SAA Trust 170 5,10¢ 5,10¢ -0- *
SAA Trust, Paul & MaryAnn Mallis TTEES 171 3,70€ 3,70¢€ -0- *
Salient Partners 172 8,79z 8,79z -0- *
Sam Buck 173 6,117 6,117 -0- *
Sanders Morris Harris 174 49,34¢ 49,34¢ -0- *
Sandra L. Livney 175 4,392 3,05¢ 1,33: *
Schroder & Co Bank AG 176 88,67¢ 43,67¢ 45,00( *
Scott B. Seaman 177 468,58: 13,28¢ 456,79° 6.67%
Scott Shapiro 178 374 374 -0- *
Shantilal C. Patidar 179 15,94¢ 11,44¢ 4,50 *
SIBEX Capital Fund, Inc. 180 61,167 61,167 - *
SMI Re Limited 181 301,12t 281,12! 20,00(¢ *
Snehal Patel 182 37,62 32,23: 5,39( *
Snehal S Patel & Kinnary Patel, Jt. Tenants in Comm 183 197,16¢ 81,66+ 115,50( 1.71%
Stahl Family Revocable Living Trust dated 8-23-01 184 2,52¢ 2,52¢ -0- *
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Number and % of

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

Starboard Capital Markets 185 10C 10C -0-

Stephen Cox 186 272 272 -0-

Sterling Trust Co fbo Carol A. Wynn 187 4,911 4,911 -0-

Sterling Trust Company, Custodian fbo Harold El&fsen 188 4,58( 4,58( -0-

Steven Sack 189 6,115 6,115 -0-

Stone & Sutton, P.A. P/S Trust Pam Sutton, Trustee 190 2,471 2,471 -0-

Suzette Brown Special Needs Trust - Melodie Z. Sdatistee 191 5 5 -0-

Sylvan Associates; Paul A. Kalcic Managing Partner 192 4 4 -0-

T. William Merrill 193 10,19t 10,19t -0-

TCMP3 Partners, L.P. 194 24,73( 24,73( -0-

Terry H. Wesner 195 39,33¢ 25,67¢ 13,65¢

Terry Wesner & MaryAnn Wesner 196 12,70( 12,70( -0-

The Barr Asset Family Lt. Partnership, Warren B&eneral Partner 197 4 4 -0-

The G. W. Sleezer Revocable Trust dtd 12/04/89 198 31 31 -0-

The Hazen A. Sandwick & Josephine Sandwick Revechbling Trust 199 7 7 -0-

Thomas K. Benedict & Liesbeth L. Benedict 200 20 20 -0-

Thomas S. Brower 201 2 2 -0-

Thomas Suppanz 202 35C 35C -0-

Thomas Thompson 203 462 462 -0-
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
Timothy L. Brawner 204 2,47: 2,47: -0-
Todd R. Allen 205 7,581 7,581 -0-
Tom Tice 206 262 262 -0-
Trappe & Dusseault P.A. Profit Sharing Plan Tri&t2351454; Owen S.
Trappe & Brian Dusseault, TTEES 207 18 18 -0-
Trevor J. Brown, Inc. DB Pension Plan, Trevor Jowgn &/or Annette
Kowalaski, TTEES 208 16 16 -0-
University of Chicago 55,04( 55,04( -0-
vFinance Managed by Jonathan C. Rich 209 86C 86C -0-
Walter Miller 210 682 682 -0-
Walter W. Pollack, Jr. 211 30,58¢ 30,58¢ -0-
Yellowstone Equity Partners, Ltd. 212 19,88( 19,88( -0-

FOOTNOTES:

1. Beneficial ownership is determined in accordandt wie rules of the Securities and Exchange Coniomsnd generally includes voting or investment powith respet
to securities. Shares of common stock subject toep or warrants currently exercisable or exetdsavithin 60 days of June 19, 2006 are deemedtanding fo

computing the percentage of the person holding sption or warrant but are not deemed outstandingdmputing the percentage of any other person.

2. Percentage is based on 6,696,704 shares of comodnautstanding.

3. Includes 3,431 shares of common stock underlyingams

4. Includes 2,882 shares of common stock underlyingramés. Saleh M Shenaq exercises voting and dispespower over all of the shares beneficially odngy

AFDSMSSAS.

5. Number of shares of common stock beneficially oward number of shares of common stock offered @edi84,306 shares of common stock underlying wearadber
& Margaret Alkek Foundation is a private investmémd. Scott Seaman exercises voting and dispesfiower over all of the shares beneficially owngdAltbert &
Margaret Alkek Foundatioumber of shares beneficially owned includes 138 8ifares of common stock underlying warrants reltdea financing completed April 1

2006.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

. Number of shares of common stock beneficially owaed number of shares of common stock offered dedw8,131 shares of common stock underlying wesraikek

& Williams Ventures is a private investment fund.o8 Seaman exercises voting and dispositive pawer all of the shares beneficially owned by Alk&RWilliams
Ventures. Number of shares beneficially owned ideki1125,000 shares of common stock underlying werr@lated to a financing completed April 13, 2006

. Includes 61,163 shares of common stock underlyingramts. Alpine Atlantic Asset Management AG isravgie investment fund. Willy Betschart exerciseging anc

dispositive power over all of the shares benefigialvned Alpine, a Zurich based private investnfend.

. Includes 187 shares of common stock underlying avast Anastasios and Tabitha Belesis are finamoasultants and acquired these securities in caiomewith oul

June/July 2005 offering.

. Includes 6,999 shares of common stock underlyingamss.

Includes 3,627 shares of common stock underlyingamés.
Includes 12,413 shares of common stock underlyiagants.

Includes 2,203 shares of common stock underlyingamés. Anthony M. Sensoli exercises voting ancdsitive power over all of the shares beneficiaiyned b
Anthony M. Sensoli, IRA Charles Schwab & Co., IGustodian.

Includes 7,096 shares of common stock underlyingamés.
Includes 17 shares of common stock underlying vndsta

Includes 1,468 shares of common stock underlyingamés. Arthur J. Goodwin exercises voting and dssfive power over all of the shares beneficialliyned by Arthu
J. & Phyllis C. Goodwin 2001 Family Trust Dated @-@1.

Includes 4 shares of common stock underlying wastan
Includes 13,723 shares of common stock underlyiagamts.
Includes 1,462 shares of common stock underlyingamés.
Includes 2,984 shares of common stock underlyingamés.
Includes 6,862 shares of common stock underlyingamss.
Includes 3,826 shares of common stock underlyingamss.

Includes 2,745 shares of common stock underlyingamés. Brewer and Pritchard, PC is a professiaogboration. Thomas Pritchard exercises voting disgositive
power over all of the shares beneficially ownedogwer and Pritchard PC.

Includes 15,279 shares of common stock underlyiagamts.

Includes 3,438 shares of common stock underlyingamés.
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

Includes 3,651 shares of common stock underlyingamés.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul,888 shares of common stock underlying was.
Number of shares beneficially owned includes 31 6gffons that are veste

Includes 1,461 shares of common stock underlyingamés. Mr. George R. Cameron exercises votingdispositive power over all of the shares benefigialvned b
Cameron Living Trust.

Includes 5 shares of common stock underlying wastan

Includes 35 shares of common stock underlying wstaCarmelo Troccoli is a financial consultant aedjuired these securities in connection with aurelJuly 200
offering.

Includes 14,546 shares of common stock underlyiagramts. William Pinamonti exercises voting andpdistive power over all of the shares beneficialyned b
Centrum Bank AG.

Includes 6,862 shares of common stock underlyingamés.

Includes 34,306 shares of common stock underlyingants. Cimarron Biomedical Equity Master Fundusinvestment fund. J. H. Cullum Clark has the potwevote
and dispose of PharmaFrontiers Common Stock owgeZirharron Biomedical Equity Master Fund.

Includes 654 shares of common stock underlying avdas: Mary Ann Wesner exercises voting and dispesgiower over all of the shares beneficially owibgdVary Anr
Wesner, 2004 Roth IRA.

Includes 357 shares of common stock underlying avdas: Mary Ann Wesner exercises voting and dispesgiower over all of the shares beneficially owibgdVary Anr
Wesner, 2005 Roth IRA.

Includes 509 shares of common stock underlying avdst Terry Wesner exercises voting and disposfiowger over all of the shares beneficially ownedTieyry Wesne
2004 Roth IRA.

Includes 654 shares of common stock underlying avdst Terry Wesner exercises voting and disposgiosger over all of the shares beneficially ownedTieyry Wesne
2005 Roth IRA.

Includes 3,431 shares of common stock underlyingamts. CKW LLC is a private investment fund. Davidowalick exercises voting and dispositive poweer all o
the shares beneficially owned by CKW LLC.

Includes 7,640 shares of common stock underlyingamés. Clariden Investments LTD. Is a private stweent fund. Ricd-ee Ingram exercises voting and dispos
power over all of the shares beneficially ownedXgriden Investments LTD.

Includes 374 shares of common stock underlying avdast Clemente Capital Management, LLC is an imaest firm that acquired these securities for unditirvg
activities. Guy Clemente has the power to vote disdose of PharmaFrontiers Common Stock owned byn€hte Capital Management, LLC.

Includes 102,917 shares of common stock underlyvagrants. Crestview Capital Master, LLC is a privatvestment fund. Daniel I. Warsh exercises votang
dispositive power over all of the shares benefigialvned by Crestview Capital Master, LLC.

Includes 7,279 shares of common stock underlyingramés. John Crutchfield exercises voting and dgp@ power over all of the shares beneficially ned by
Crutchfield Family 1976 Trust
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42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

62.

Includes 15,274 shares of common stock underlyiagants.
Includes 3,658 shares of common stock underlyingamés.

Number of shares of common stock beneficially owaad number of shares of common stock offered @edul0,756 shares of common stock underlying ws:
Number of shares beneficially owned includes 40,838dons that are vested with an exercise prick36f00.

Includes 2,745 shares of common stock underlyingamss.
Includes 2,059 shares of common stock underlyingamss.
Includes 1,497 shares of common stock underlyingamss.
Includes 16 shares of common stock underlying wésra

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul09,036 shares of common stock underlying wes
Davis Investments V, LP is a private investmentdfiu@hristopher Davis exercises voting and dispasipower over all of the shares beneficially owrydDavis
Investments V, LP. Number of shares beneficialljnedincludes 7,500 shares of common stock underlyiarrants related to a financing completed Ap8il 2006.

Includes 1,190 shares of common stock underlyingamés. Andre Guay exercises voting and dispospiower over all of the shares beneficially ownedAnygre Guay
IRA.

Includes 1,785 shares of common stock underlyingamés. Gisele Guay exercises voting and dispaspiower over all of the shares beneficially owngd3isele Guay
IRA.

Includes 1,503 shares of common stock underlyingamés. Ronald Brangwyn exercises voting and disipespower over all of the shares beneficially @dnby Ronal
Brangwyn, IRA.

Includes 4,117 shares of common stock underlyingamss.

Number of shares of common stock beneficially owaed number of shares of common stock offered aded27,445 shares of common stock underlying wesraaur:
Liang exercises voting and dispositive power oukpfithe shares beneficially owned by DLD Familwestments, LLCNumber of shares beneficially owned inclu
110,000 shares of common stock underlying warnaiéged to a financing completed April 13, 2006.

Includes 14,789 shares of common stock underlyiagamts.
Includes 4 shares of common stock underlying wastan
Includes 24 shares of common stock underlying wésra
Includes 21 shares of common stock underlying wésra
Includes 5,850 shares of common stock underlyingamss.
Includes 4 shares of common stock underlying wastan
Includes 655 shares of common stock underlying avest

Includes 2,928 shares of common stock underlyingamés.
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63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

81.

82.

Includes 3,431shares of common stock underlyingamas. Fanny Chan exercises voting and dispogitoveer over all of the shares beneficially owned=25pLP.
Includes 1,457 shares of common stock underlyingamés.
Includes 4,117 shares of common stock underlyingamss.

Includes 1,465 shares of common stock underlyingamés. Elizabeth J. Hanson exercises voting asgaditive power over all of the shares beneficiallyned b
Elizabeth J. Hanson, IRA.

Includes 101,456 shares of common stock underliagants. Enable Growth Partners LP is a privatestment fund. Brendan Re&il exercises voting and disposit
power over all of the shares beneficially ownecHmable Growth Partners LP.

Includes 12,350 shares of common stock underlyiagants. Enable Opportunity Partners LP is a peiviatestment fund. Brendan il exercises voting and disposit
power over all of the shares beneficially ownecBmable Opportunity Partners LP.

Includes 2,992 shares of common stock underlyingamés. Robert D. Ervin exercises voting and digip@s power over all of the shares beneficially @sinby Ervir
Living Trust.

Includes 3,431 shares of common stock underlyingamés. Robert D. Ervin & Rita Y. Ervin CBTEES exercise voting and dispositive power ovéméathe share
beneficially owned by Ervin Living Trust Dated 796/

Includes 703 shares of common stock underlying avaist Lynn C. Kalcic exercises voting and dispusifiower over all of the shares beneficially owhgdrirst Trus
Corporation TTEE FBO: Lynn C. Kalcic.

Includes 1,931 shares of common stock underlyingamss. Mary A. Kalcic exercises voting and dispiesi power over all of the shares beneficially odmy First Trus
Corporation TTEE FBO: Mary A. Kalcic.

Includes 6,112 shares of common stock underlyingamss.
Includes 8,542 shares of common stock underlyingamss.
Includes 1,667 shares of common stock underlyingamss.

Includes 14,631 shares of common stock underlyiagants. Gemini Master Fund, Ltd. is a private staeent fund. Steven Winters exercises voting aspatiitive powe
over all of the shares beneficially owned by GerMaister Fund, Ltd.

Includes 56 shares of common stock underlying wésra
Includes 3,056 shares of common stock underlyingamés.
Includes 680 shares of common stock underlying aves:
Includes 4 shares of common stock underlying wastan
Includes 4 shares of common stock underlying wastan

Includes 18 shares of common stock underlying vdsta
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83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

102.

103.

104.

Includes 374 shares of common stock underlying avds: Gregg Lerman is a financial consultant arglised these securities in connection with our Jiulg 200!
offering.

Includes 15,076 shares of common stock underlyiagants.

Includes 4,600 shares of common stock underlyingamés. Harold E. Tellefsen exercises voting arsdsitive power over all of the shares beneficialned by Harol
E. Tellefsen Trust.

Includes 6,175 shares of common stock underlyingamés.

Includes 5,288 shares of common stock underlyingamés. Mary Ann Sharrow exercises voting and dsgp@ power over all of the shares beneficiallyned by
HRBFA Custodian of the IRA FBO Mary Ann Sharrow.

Includes 4,994 shares of common stock underlyingamés. Paul G. Sharrow exercises voting and dispegpower over all of the shares beneficially @gnby HRBF/
Custodian of the IRA FBO Paul G. Sharrow.

Includes 6,339 shares of common stock underlyingamés.

Includes 6,405 shares of common stock underlyingamés. Insiders Trend Fund LP is a private investnfund. Anthony Marchese exercises voting anpatigive powe
over all of the shares beneficially owned by InssdErend Fund LP.

Includes 4 shares of common stock underlying wastan
Includes 6,862 shares of common stock underlyingamss.
Includes 11 shares of common stock underlying vdsta
Includes 2,356 shares of common stock underlyingamés.
Includes 7,586 shares of common stock underlyingamés.

Includes 1,463 shares of common stock underlyingamés. James G. Geistfeld exercises voting angbdisve power over all of the shares beneficiallyned by Jam¢
G. Geistfeld Living Trust.

Includes 32,883 shares of common stock underlyiagants. George Jarkesy Jr. exercises voting apbsitive power over all of the shares beneficiallyned by Jarke:
Foundation.

Includes 14 shares of common stock underlying wésra
Includes 49,597 shares of common stock underlyiagamts.
Includes 395 shares of common stock underlying avest
Includes 20,584 shares of common stock underlyiagants.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu4,253 shares of common stock underlying was.
Number of shares beneficially owned includes 4,dpffons that are vested with an exercise price36f&0.

Includes 4 shares of common stock underlying wastan

Includes 35 shares of common stock underlying wésra
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105.

106.

107.

108.

109.

110.

111.

112.

113.

114.

115.

116.

117.

118.

119.

120.

121.

122.

123.

124.

125.

126.

127.

Includes 14,563 shares of common stock underlyiagants.

Includes 187 shares of common stock underlying aveis: John Parmigiani is a financial consultant aoquired these securities in connection with aurelJuly 200
offering.

Includes 7,662 shares of common stock underlyingamés.

Includes 34 shares of common stock underlying wasralonathan Rich is a financial consultant anglimed these securities in connection with our Aluig 200!
offering.

Includes 12,598 shares of common stock underlyiagamts.
Includes 1,496 shares of common stock underlyingamss.
Includes 1,501 shares of common stock underlyingamss.

Includes 123 shares of common stock underlying avast JSM Capital Holdings Corp. is a financial sidtant and acquired these securities in connedtitn oul
June/July 2005 offering.

Includes 1,500 shares of common stock underlyingamés. Paul A Kalic exercises voting and dispesitpower over all of the shares beneficially owtgdKalic
Exemption Trust.

Includes 7 shares of common stock underlying wastan
Includes 2 shares of common stock underlying wastan
Includes 11,068 shares of common stock underlyiagants.

Includes 13,723 shares of common stock underlyingants. Thomas Elden exercises voting and dispegibwer over all of the shares beneficially owtgdLakeviev
Direct Investments, LP.

Includes 34 shares of common stock underlying vdsta
Includes 871 shares of common stock underlying avest

Includes 3,819 shares of common stock underlyingamés. Olaf Herr exercises voting and disposifpeaver over all of the shares beneficially ownedLBy (Swiss
Private Bank LTD.

Includes 3,659 shares of common stock underlyingamss.

Includes 1,461 shares of common stock underlyingamss. Gregory Mallis exercises voting and disfpsipower over all of the shares beneficially odrmy Liparus
LLC.

Includes 2,736 shares underlying warrants. Keithippert has the power to vote and dispose of tiagess owned by Lippert Heilshorn & Associates, Inc.

Includes 6,999 shares of common stock underlyingamés. James H. Glanville exercises voting angafigive power over all of the shares beneficiallyned by Lon
Star No. 1, Ltd

Includes 262 shares of common stock underlying aves:
Includes 3,741 shares of common stock underlyingamés.

Includes 8 shares of common stock underlying wastan
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128.

129.

130.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142.

143.

144.

145.

146.

147.

148.

149.

Includes 3,431 shares of common stock underlyingamés.
Includes 14,512 shares of common stock underlyiaganmts.
Includes 6,402 shares of common stock underlyingamss.
Includes 536 shares of common stock underlying avest
Includes 4 shares of common stock underlying wastan
Includes 4,117 shares of common stock underlyingamés.
Includes 7,279 shares of common stock underlyingamés.
Includes 1,450 shares of common stock underlyingamss.
Includes 1,480 shares of common stock underlyingamss.

Includes 4,803shares of common stock underlyingamss. Millard B. Ryland exercises voting and disfiee power over all of the shares beneficiallynad by Millarc
B. Ryland IRA.

Includes 2,059 shares of common stock underlyingamss.

Includes 85 shares of common stock underlying wasraMonarch Capital Group, LLC is an investmentfithat acquired these securities for underwritgvities
Anthony Marchese has the power to vote and dispbBdarmaFrontiers Common Stock owned by Monarghit@laGroup, LLC.

Includes 21 shares of common stock underlying wésra
Includes 2,902 shares of common stock underlyingamés.
Includes 2 shares of common stock underlying wastan

Includes 7,316 shares of common stock underlyingamés. Richard E. Crawford exercises voting arspdsitive power over all of the shares beneficiallyned by NF
LLC/FMTC FBO Richard E. Crawford.

Includes 4,936 shares of common stock underlyingamss.

Includes 3,431 shares of common stock underlyingamés. Norman R. Morris exercises voting and ds#p@ power over all of the shares beneficiallyned by Norma
R. Morris Living Trust.

Includes 18 shares of common stock underlying vsta
Includes 3,651 shares of common stock underlyingamss.

Includes 34,375 shares of common stock underlyiagants. Panacea Fund, LLC is a private investrfuerdt. Charles Polsky exercises voting and dispasipiower ove
all of the shares beneficially owned by PanacealFuhC.

Includes 14,585 shares of common stock underlyiagants.
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150.

151.

152.

153.

154.

155.

156.

157.

158.

159.

160.

161.

162.

163.

164.

165.

166.

167.

168.

169.

Includes 7,205 shares of common stock underlyingamés. Parsifal Investments, L.P. is a privateestinent fund. Alfred L. Deaton Il exercises votiagd dispositiv
power over all of the shares beneficially ownedPaysifal Investments, L.P.

Includes 2,861 shares of common stock underlyingams. Patrick Linbeck is a financial consultanti@acquired these securities in connection with Jaure/July 20C
offering.

Includes 1,463 shares of common stock underlyingamés.

Includes 7,256 shares of common stock underlyingamés. Paul Masters exercises voting and dispesfiower over all of the shares beneficially owbgdPaul Maste|
IRA.

Includes 5,803 shares of common stock underlyingams. Kinnary Patel exercises voting and dispaspower over all of the shares beneficially owihgdinnary Pate
Rollover IRA.

Includes 5,803 shares of common stock underlyingams. Kinnary Patel exercises voting and dispaspower over all of the shares beneficially owihgdinnary Pate
Roth IRA.

Includes 5 shares of common stock underlying wastan

Includes 34,306 shares of common stock underlyiagants. Pinnacle Trust Co., LTA is a private irment fund that acquired these securities for umdéng activities
Andrew Linbeck has the power to vote and dispoget@rmaFrontiers Common Stock owned by PinnaclstTo., LTA.

Includes 18 shares of common stock underlying wésra

Includes 29,171 shares of common stock underlyiagramts. Provident Premier Master Fund, Ltd. isrimape investment fund. Steven Winters exercisesngoanc
dispositive power over all of the shares benefigialvned by Provident Premier Master Fund, Ltd.

Includes 18 shares of common stock underlying vdsta

Number of shares of common stock beneficially owaad number of shares of common stock offered @edul4,409 shares of common stock underlying ws:
Renaissance Interests, L.P. is a private investiiugnt Bradley C. Karp exercises voting and disiisipower over all of the shares beneficially odr® Renaissan
Interests, L.P. Number of shares beneficially owimetlides 5,000 shares of common stock underlyiagants related to a financing completed April 2306.

Includes 14,631 shares of common stock underlyiagants.
Includes 3,666 shares of common stock underlyingamss.
Includes 14,563 shares of common stock underlyiagamts.
Includes 2 shares of common stock underlying wastan
Includes 7,318 shares of common stock underlyingamés.
Includes 3,431 shares of common stock underlyingamés.
Includes 1,503 shares of common stock underlyingamss.
Includes 6,862 shares of common stock underlyingamss.
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170.

171.

172.

173.

174.

175.

176.

177.

178.

179.

180.

181.

182.

Includes 3,438 shares of common stock underlyingamés. Paul and Mary Ann Mallis TTEES exerciseingtand dispositive power over all of the shareselfieially
owned by SAA Trust.

Includes 2,192 shares of common stock underlyingamés. Paul and Mary Ann Mallis TTEES exerciseingtand dispositive power over all of the shareselfieially
owned by SAA Trust Paul and Mary Ann Mallis TTEES.

Includes 8,792 shares of common stock underlyingamés. Salient Partners is an investment firm #tapuired these securities for underwriting adgeit Andrew Linbec
has the power to vote and dispose of PharmaFreriemmon Stock owned by Salient Partners.

Includes 4,117 shares of common stock underlyingamés.

Includes 15,499 shares of common stock underlyiagramts. Sanders Morris Harris is an investmemt finat acquired these securities for underwritintivdies. Bet
Morris has the power to vote and dispose of Pharoralers Common Stock owned by Sanders Morris Karri

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu2,059 shares of common stock underlying was.
Number of shares beneficially owned includes 1,88dons that are vested with an exercise price36f&0.

Number of shares of common stock beneficially owaed number of shares of common stock offered tedu25,965 shares of common stock underlying wes:
Number of shares beneficially owned includes 15 8fres of common stock underlying warrants reledeadfinancing completed April 13, 2006.Markus I€elexercise
voting and dispositive power over all of the shdreseficially owned by Schroder & Co Bank AG .

Number of shares of common stock offered includ@84 shares of common stock underlying warreNumber of shares beneficially owned includes: {#)500 share
underlying an option; (ii) 263,667 shares of comnstock held by Ventures; (iii) 9,909 shares of casnnstock underlying series B warrants exercisabl$28.00 pe
share held by Ventures; (iv) 18,223shares of comstook underlying series C warrants exercisabf38t00 per share held by Ventures; (v) 125,000eshaf commo
stock underlying the April 2006 warrants held byntees; (vi) 2,900 shares of common stock undeglydrries B warrants exercisable at $20.00 per skie 5,334
shares of common stock underlying series C warmxescisable at $30.00 per share; and (viii) 7 8@res of common stock underlying the April 200@revats.

Includes 374 shares of common stock underlying avast Scott Shapiro is a financial consultant acguaed these securities in connection with oureliuly 200
offering.

Includes 7,200 shares of common stock underlyingamés.

Includes 41,167 shares of common stock underlyiagamts. SIBEX Capital Fund, Inc. is a private stweent fund. Oleg S. Krasnoshchek exercises vatmbdispositiv
power over all of the shares beneficially ownedBEX Capital Fund, Inc.

Includes 166,994 shares of common stock underlyiagants. SMI Re Limited is a private investmentduDr. Reginal McDaniel exercises voting and dss{pee powe
over all of the shares beneficially owned by SMIIRaited.

Number of shares of common stock beneficially owaed number of shares of common stock offered tedul0,332 shares of common stock underlying wes:
Number of shares beneficially owned includes 5,8%&res of common stock underlying warrants reladedfinancing completed April 13, 201
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183.

184.

185.

186.

187.

188.

189.

190.

191.

192.

193.

194.

195.

196.

197.

198.

199.

200.

201.

Number of shares of common stock beneficially owaed number of shares of common stock offered d@e3u48,501 shares of common stock underlying wes:
Number of shares beneficially owned includes 38 8itres of common stock underlying warrants relaiedfinancing completed April 13, 20C

Includes 1,497 shares of common stock underlyingamés. Frederick Stahl Jr. exercises voting arsgpaBitive power over all of the shares beneficiallyned by Stal
Family Revocable Living Trust Dated 8-23-01.

Includes 100 shares of common stock underlying avais: Starboard Capital Markets is an investmemt fhat acquired these securities for underwritiogivities. Michae
Hamblet has the power to vote and dispose of PHenonéiers Common Stock owned by Starboard Capitaikets.

Includes 272 shares of common stock underlying aves:

Includes 2,902 shares of common stock underlyingamés. Carol A Wynn exercises voting and dispesifoower over all of the shares beneficially owhgdSterling
Trust Company FBO Carol A. Wynn.

Includes 2,119 shares of common stock underlyingamés. Harold E Tellefsen exercises voting angabgive power over all of the shares beneficiallyned by Sterlin
Trust Company Custodian FBO Harold E Tellefsen.

Includes 4,117 shares of common stock underlyingamés.

Includes 1,463 shares of common stock underlyingamés. Pam Sutton exercises voting and dispositoxger over all of the shares beneficially ownedPos. P/S Trus
Pam Sutton Trustee.

Includes 5 shares of common stock underlying wastan
Includes 4 shares of common stock underlying wastan
Includes 6,862 shares of common stock underlyingamss.

Includes 14,625 shares of common stock underlyiagamts. TCMP3 Partners, LP is a private investrhamd. Steve Slawson exercises voting and dispasfibwer ove
all of the shares beneficially owned by TCMP3 PanrsnLP.

Number of shares of common stock beneficially owaad number of shares of common stock offered @edul5,262 shares of common stock underlying ws:
Number of shares beneficially owned includes 8,@pllons that are veste

Includes 7,538 shares of common stock underlyingamss.
Includes 4 shares of common stock underlying wastan
Includes 31 shares of common stock underlying wésra
Includes 7 shares of common stock underlying wastan
Includes 20 shares of common stock underlying vndsra

Includes 2 shares of common stock underlying wastan
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202. Includes 350 shares of common stock underlying avast Thomas Suppanz is a financial consultantaagdired these securities in connection with oureliuly 200
offering.

203. Includes 463 shares of common stock underlying avesr
204. Includes 1,463shares of common stock underlyingamas.
205. Includes 4,900 shares of common stock underlyingamss.
206. Includes 262 shares of common stock underlying avest
207. Includes 18 shares of common stock underlying vnsta
208. Includes 16 shares of common stock underlying westa

209. Includes 860 shares of common stock underlying avas: VFinance is an investment firm that acquitexbe securities for underwriting activities. Jbwat C. Rich he
the power to vote and dispose of Opexa TherapeGutesmon Stock owned by vFinance.

210. Includes 682 shares of common stock underlying avesr
211. Includes 20,584 shares of common stock underlyiagamts.

212. Includes 13,380 shares of common stock underlyingamts. Yellowstone Equity Partners, Ltd. is avqte investment fund. Brenda Lee exercises votimydispositiv:
power over all of the shares beneficially ownedvieylowstone Equity Partners, Ltd.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Prior to the April 2006 financing, Mr. Seaman, widually owned 5,050 shares of the Compangdmmon stock, Series B warrants to purchase 88fes of tk
Company’s common stock, and Series C warrants tohase 4,000 shares of the Compargommon stock. In addition, Ventures, an entityirich Mr. Seaman may be deer
to have voting power and/or investment power, owb@®67 shares of the Company’s common stock, S&iearrants to purchase 9,909 shares of the Coyhanmmon stoc
and Series C warrants to purchase 18,223 shatbe @fompanys common stock. In connection with the April 20@@hcing, (i) Mr. Seaman individually purchased0D® share
of the Company’s common stock and was issued aaffato purchase 7,500 shares of the Company’s canstoek, and (i) Ventures acquired 250,000 shaféhe Companye
common stock and a Warrant to purchase 125,00@stafrthe Compang’ common stock. Pursuant to the Foundation 13D,9éaman has concluded that he does not
beneficial ownership of the shares of stock heldFoyndation. Additionally, pursuant to the Foundatil3D, Mr. Seaman and other reporting persons daimerein may t
deemed to constitute a group for purposes of SediB{d) or Section 13(g) of the Exchange Act. ldwer, the Foundation, Ventures, Chaswil, Ltd., &d Seaman expres:
disclaim (i) that, for purposes of Section 13(d)Sarction 13(g) of the Exchange Act, they are a m&noba group with respect to securities of the @any held by DLD Famil
Investments, LLC, Mr. Arnold, Mr. Bailey or Ms. WWidms and (ii) that they have agreed to act togethith DLD Family Investments, LLC, Mr. Arnold, MBailey or Ms
Williams as a group other than as described inFtvendation 13D. The reporting persons in the Fotiodd 3D, other than Mr. Seaman and Ventures, awtiné aggregate: iy
786,667 shares of common stock; (ii) 23,584 shaf@&®mmon stock underlying Series B warrants esette at $20.00 per share; (iii) 44,445 shareoofreon stock underlyir
Series C warrants exercisable at $30.00 per shatk(iv) 260,000 shares of common stock underlyifegrants.

In connection with the April 2006 financing, (i) IBatir Group, Inc., an entity in which Dr. Bailen$ voting power and/or investment power, acqui@@d0 shares
the Company’s common stock and a Warrant to puecla800 shares of the Compasyommon stock, (i) ) MDB Capital Group LLC, antignin which Dr. Bailey is a
managing director, but disclaims any voting powed/ar investment power, acquired 200,000 sharéseoCompanys common stock and a Warrant to purchase 100,08@slo
the Companys common stock, and (iii) MDB Capital Group LLC eaeed $1,723,300 for its services in the April 2Gdfancing and a three year warrant to purchase330
shares of the Comparsytommon stock at $5.00 per share, of which MDBit@k@roup LLC assigned the right to purchase 38,92ares of common stock to Dr. Bailey on A
24, 2006.
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None of our executive officers or directors andrtfeEmily members or affiliates are indebted toimusn amount greater than $60,000.
DESCRIPTION OF SECURITIES
Our Capitalization
Common Stock

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

Preferred Stocl

We are authorized to issue 10,000,000 shares &érpee stock, no par value per share. As of Jun€@06, no shares of preferred stock are issuedatstanding. Ot
Board of Directors can, without approval of ourcitioolders, issue one or more series of preferreckstif we offer preferred stock, our Board of [iters will determine tr
number of shares and the rights, preferences amtations of each series. These rights, prefereanddimitations may include specific designatiomsmber of shares, liquidati
value, dividend rights, liquidation and redemptiaghts, voting rights,

Warrants and Options

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

Series B Warrants and Series C Warrants As of June 19, 2006 we have issued and outstgr(@irSeries B Warrants to purchase an aggrega@&98f737 of ot
common shares, and (ii) Series C Warrants to psecha aggregate of 1,110,5370f our common shares.
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(i) The Series B Warrant is exercisable at any e has an exercise price of $20.00 per sharexpices on October 17, 2006.
(ii) The Series C Warrant is exercisable at anyetand has an exercise price of $30.00 per sharexpices June 17, 2010

All of the warrants are exercisable immediately anelonly exercisable by “accredited investas'defined in Regulation D under the Securitiesofdt933

April 2006 Warrants . In an offering consummated April 17, 2006, weuess warrants to acquire an aggregate of 2,300,086es. The April 2006 warrants have
exercise price of $6.50 per share. . We have ti# to call the April 2006 warrants commencing gear from the effective date of a resale regisirasitatement if the closing |
price per share of our common stock equals or elc83.00 for twenty consecutive trading days inctvithe daily average trading volume of the comratatk is at least 20,0
shares. Additionally, if the resale registratioatetent for the reale of the shares issuable upon exercise of themta is not effective for any period after Af8, 2007, then tt
warrant holders may exercise their warrants onsaleas basis during the period the resale regmtratatement is not effective.

Placement Agent Warrants. In connection with the 15% Convertible Exchandea&tote offering and the common stock offeringssel June 17, 2005 we have iss
to the placement agent and other brokerage firnthase offerings warrants to purchase an aggreafa#é,085 shares of common stock at an exercise pf $15.00. The:
warrants are exercisable immediately and will exgiune 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of Chizapligates us, by October 31, 2006, to issue @efit additional shares to 1
University of Chicago so that it holds 2.6% of @@mmon stock.

Restrictions on Sales By Certain Existing Sharehokts . A total of 250,000 shares held by Top Tier Invesitné&LC and various other shareholders are sulg
another lock-up agreement effective November 5420B@t limits sales of up to an aggregate of 31,&&éres of our common stock per &y period. There is no terminat
provision in this lock-up agreement.

PLAN OF DISTRIBUTION

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

The selling stockholders may use any one or mothefollowing methods when disposing of sharemtarests therein:
« ordinary brokerage transactions and transactiomgich the broker-dealer solicits purchasers;
« block trades in which the broker-dealer will attérgpsell the shares as agent, but may positiorresell a portion of the block as principal to faate the transaction;
« purchases by a broker-dealer as principal andedsathe broker-dealer for its account;
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« an exchange distribution in accordance with theswalf the applicable exchange;

privately negotiated transactions;

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

through the writing or settlement of options orethedging transactions, whether through an op@swhange or otherwise;

broker-dealers may agree with the selling stockinsido sell a specified number of such sharesstipalated price per share;
« a combination of any such methods of sale; and
« any other method permitted by law.

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

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

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

The selling stockholders also may resell all oodipn of the shares in open market transactiongliance upon Rule 144 under the Securities Act383, provide
that they meet the criteria and conform to the iregents of that rule.

The selling stockholders and any underwriters, éralealers or agents that participate in the sal@@fcbmmon stock or interests therein may be "undims” withir
the meaning of Section 2(11) of the Securities Aty discounts, commissions, concessions or ptbéy earn on any resale of the shares may be untiegviscounts ar
commissions under the Securities Act. Selling stotdters who are "underwriters” within the meanirfigSection 2(11) of the Securities Act will be sutijéo the prospect
delivery requirements of the Securities Act.
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To the extent required, the shares of our commocksto be sold, the names of the selling stockhsldie respective purchase prices and publiciaffgorices, th
names of any agents, dealer or underwriter, aniicaiybe commissions or discounts with respect padicular offer will be set forth in an accompamyiprospectus supplement
if appropriate, a post-effective amendment to #ggstration statement that includes this prospectus

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

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

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

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

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

The consolidated financial statements for the yeaed December 31, 2004 and 2005 and for thehémdon January 22, 2003 (date of inception) to Delcer 31
2005 included in this prospectus have been aubtyddalone & Bailey PC, independent registered guaticounting firm, as stated in their report apipegherein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statemeantile with the Securities and Exchange Commissikhis prospectus does not contain all of thermfation containe
in the registration statement and all of the exhilind schedules thereto. For further informatibaoud Opexa Therapeutics, Inc.., please see the letengegistration stateme
Summaries of agreements or other documents inptoispectus are not necessarily complete. Please teethe exhibits to the registration statementcfamplete copies of su
documents.
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We file annual, quarterly and special reports, grstatements and other information with the Seimsriand Exchange Commission under the Securitiebdbige Act ¢
1934. You may read and copy the registration statgmincluding exhibits and schedules filed withait the SEG public reference facilities in 100 F Street N.W.ashingtor
D.C. 20549. You may obtain information on the opieraof the public reference room in WashingtonCDby calling the Securities and Exchange Commissip1-800-SEC-
0330.

We file information electronically with the Secue and Exchange Commission. Our Securities anthdhge Commission filings also are available froem $ecuritie
and Exchange Commissianinternet site at http://www.sec.gov, which com$areports, proxy and information statements artbroinformation regarding issuers that
electronically.
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Consolidated Balance Sheet as of December 31, 2005
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2005

Consolidated Statement of Changes in Stockholdguityefrom January 22, 2003 (Inception) through &maber 31, 2005

Consolidated Statements of Cash Flows for the gaded December 31, 2005 and the period from Jar22ar003 (Inception) through December 31, 2004 and
2005
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PHARMAFRONTIERS CORP.
(a development stage company)
CONSOLIDATED BALANCE SHEETS

Assets

Current asset:

Cash
Other current asse

Total current assets

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

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

Total assets

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payabl
Accrued expense
Note payable
Derivative Liability

Total current liabilities

Commitments and contingenci

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

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

Additional paid in capita
Deficit accumulated during the development st

Total stockholders' equity

Total liabilities and stockholders' equity

F-1

(Restated)
March 31, December 31,
2006 2005
(unaudited’ (audited)
1,059,85! 2,560,661
208,48t 182,52:
1,268,34. 2,743,191
25,846,15 26,130,44
549,57: 479,99¢
450,94 388,21(
28,115,02 29,741,83
773,31 689,46
89,70: 240,30¢
1,500,001 1,500,001
6,507,51! 6,761,65'
8,870,53: 9,191,43
1,048,35. 1,030,97
40,430,46 39,783,45
(22,234,33) (20,264,02)
19,244,48 20,550,40
28,115,02 29,741,83




PHARMAFRONTIERS CORP.
(a development stage company)

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

(unaudited)

General and administrative
Depreciation and amortization
Research and development
Loss on disposal of assets

Operating loss

Interest income

Other income

Gain on derivative liability
Interest expense

Net loss

Basic and diluted loss per share

Weighted average shares outstanding

(Restated) (Restated)
Three Months Three Months
Ended Ended Inception through
March 31, March 31, March 31,
2006 2005 2006
1,075,88: 1,206,71 $ 2,279,39
432,33: 418,31! 2,432,36:
738,45( 644,26:¢ 13,096,33
362 - 480,29:
(2,247,02) (2,269,29) (18,288,38)
19,62: 6,93( 107,54:
3,38¢ 2,44¢ 33,93¢
254,14( - 4,150,98
(429) (1,487,38) (8,238,40)
(1,970,31) (3.747.30) $ (22,234,33)
(0.10) (0.37) N/A
20,654,29. 10,224,45 N/A




Cash flows from operating activitic
Net loss
Adjustments to reconcile net loss to net c
used in operating activitie
Stock issued for services

Stock issued for debt in excess of principal

PHARMAFRONTIERS CORP.
(a development stage company)

CONSOLIDATED STATEMENTS OF CASH FLOWS

PHARMAFRONTIERS CORP.
(a development stage company)

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

(unaudited)

Amortization of discount on notes payable due

to warrants and beneficial conversion feature

Amortization of intangible assets

Gain on derivative liability

Depreciation

Debt financing costs

Option and warrant expense

Loss on disposition of fixed assets
Changes in

Accounts payable

Prepaid expenses

Accrued expenses

Other assets

Net cash used in operating activit

Cash flows from investing activitie

Purchase of licens¢
Purchase of property & equipme

Net cash used in investing activiti

Cash flows from financing activitie
Common stock sold for cash, net of offering ct
Common stock repurchased and canc

Proceeds from del
Repayments on notes paya

Net cash provided by financing activiti
Net change in cas
Cash at beginning of peric

Cash at end of peric

Cash paid for

(Restated) (Restated)
Three Months Three Months Inception
Ended Ended through
March 31, March 31, March 31,
2006 2005 2006

$ (1,970,31) $ (3,747,309 (22,234,33)
- - 1,861,401

- 109,07( 109,07(

- 1,294,101 6,313,20!

409,28: 396,86¢ 2,298,17.
(254,140) (4,150,98)
23,05 21,44« 134,18

- - 365,91(

484,39. 355,40( 5,469,35.

- - 479,93:

83,85( (554,777) 169,01¢

(25,965 (34,979 (153,100)

29,39: 249,57! 84,37

(62,739) - (450,949
(1,283,18) (1,910,59) (9,704,73)
(125,000 - (357,74
(92,629 (28,357) (524,53()
(217,629 (28,357) (882,27()

- - 5,356,21

- - (325)

- 2,856,66! 6,354,59:

- (58,614 (63,614

- 2,798,041 11,646,87

(1,500,811 859,10: 1,059,851
2,560,66! 851,99: -

$ 1,059,851 $ 1,711,09! 1,059,85!




Income tax
Interest
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PHARMAFRONTIERS CORP.

(a development stage company
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
PHARMAFRONTIERS CORP.

(a development stage company
CONSOLIDATED STATEMENT OF CASH FLOWS

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

(unaudited)
(Restated) (Restated)
Three Months Three Months Inception
Ended Ended through
March 31, March 31, March 31,
2006 2005 2006

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Oy $ - $ - 3% 23,750,00
Issuance of common stock to Sportan shareho - - 147,73:
Issuance of common stock for University of Chicéigense - - 2,295,45!
Issuance of common stock for accrued inte - - 525,51
Issuance of common stock for accounts pay 180,00( 180,00(
Conversion of notes payable to common si - 34,75 6,407,98
Conversion of accrued liabilities to common st - 17,17¢ 17,17¢
Conversion of accounts payable to note pay - - 93,36«
Discount on convertible notes relating

- warrants — 1,433,10! 3,309,791

- beneficial conversion featu - 831,94! 1,715,97:

- stock attached to noti - 999,07- 1,287,441
Fair value of derivative instrume 6,507,51! - 6,507,51!
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PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 1 - BASIS OF PRESENTATION

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

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

NOTE 2 - STOCK BASED COMPENSATION

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

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

(Restated) (Restated)
Three Months Three Months
Ended Ended Inception
March 31, March 31, through
2006 2005 2006
Net loss as reporte $ (1,970,31) $ (3,747,30) $ (22,234,33)
Add: stock based compensation determined
Under intrinsic value based method - 355,40( 2,611,07.
Less: stock based compensation
determined under fair value based method - (453,029 (4,417,37)
Pro forma net loss $ (1,970,31) $ (3,844,92) $ (24,040,63)
Basic and diluted
Net loss per common share:
As reported $ 0.10 $ (0.39) N/A
Pro forma $ 0.10 $ (0.39) N/A




NOTE 3 - INTANGIBLES
Rheumatoid Arthritis License

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

NOTE 4 - EQUITY

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

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

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

NOTE 6 - DERIVATIVE INSTRUMENTS AND RESTATEMENT
In 2006, we evaluated the application of SFAS 13@ BITF 00-19 for all of our financial instrumerasd identified the following financial instrumergs derivatives:

(1) Series A Warrants issued in conjunction witl binidge note exchange and private placement offerin June and July 2005( which expired on Felyridr 2006)
(2) Series B Warrants issued in conjunction with Ithidge note exchange and private placement nfferin June and July 2005
(3) Series C Warrants issued in conjunction withihidge note exchange and private placement nfferin June and July 2005

As a result, we report the value of these deriestias current liabilities on our balance sheetrapdrt changes in the value of these derivativesoasoperating gains or losses on
our statements of operations. The value of thevegvies is required to be remeasured on a quarbadys, and is based on the Black Scholes Priciade\
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Variables used in the Black-Scholes option-priaimgdel include (1) 4.08% to 4.35% rifilee interest rate, (2) expected warrant life & altual remaining life of the warrants a
each period end, (3) expected volatility is fron%3t 475% and (4) zero expected dividends.

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

As of As of Three months
12/31/2005 3/31/2006 ended 3/31/2006
Series A Warrants $ - 3% - 3% -
Series B Warrants 264,95 284,31. (19,35%)
Series C Warrants 6,496,69 6,223,20: 273,49!
Totals $ 6,761,65 $ 6,507,51! $ 254,14

In June 2006, we determined that certain warrangitchase our common stock should be separatebuated for as liabilities. We had not classifiedge derivative liabilities as
such in our previously issued financial statememtsrder to reflect these changes, we restatedimamcial statements for the three months endertMal, 2006 to record the f:
value of these warrants on our balance sheetiability and record changes in the values of ttaesgvatives in our consolidated statement of opematas unrealized “Gain (loss)
on derivative liabilities.”

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

NOTE 7 - SUBSEQUENT EVENTS
Private Placement Offering

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

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

Pharma has agreed to file a registration statemithtthe Securities and Exchange Commission by M2y2006 in order to register the resale of theeshaf common stock isst
pursuant to the Transaction and the shares issugble exercise of the warrants. If Pharma failm&et this deadline, if the registration statememtat declared effective prior J
12, 2006 or August 11, 2006 (if the Securities Brdhange Commission comments on the registratatersient), or if the registration statement ceasesrhain effective, Pharr
has agreed to pay the investors liquidated damaige$% of the amount invested per 30 day periaihdusuch failure, up to 24% of the aggregate arhowested.




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

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

Additionally, the Transaction triggered certainusdment provisions contained in Pharmaéries B warrants and series C warrants issuddrie and July 2005. Pursuant to
adjustment provisions, the number of shares issuasbn exercise of the Series B warrants increas6d37,365 shares from 4,163,701 shares andxbhecse price was reduc
to $2.00 from $2.90 per share. The number of shiasegble upon exercise of the Series C warracteased to 11,105,477 shares from 8,329,108 sharkthe exercise pric
was reduced to $3.00 from $4.00 per share.

Pursuant to the Transaction, the new investoreénaggregate will own approximately 69% of the Itotastanding shares of Pharrm@ommon stock, without giving effect to
warrants.

University of Chicago License

On April 13, 2006, Pharma amended that certain Adednand Restated License Agreement, dated Dece3b2004, with the University of Chicago with respéo certail
payment obligations of Pharma, as follows: (i) goriA30, 2006 $1,500,000 cash payment obligatios extended until October 31, 2006; and (ii) thegattion to issue 216,2:
shares of Pharma’s common stock issuable uporidke of the Transaction was extended until Oct83e12006.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

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

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

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

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

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

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

February 7, 2006,
except for Note 15
which is dated June 20, 2006
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PHARMAFRONTIERS CORP.
(a development stage company)

CONSOLIDATED BALANCE SHEET (RESTATED)

Current assets:

Cash
Other current assets

Total current assets

December 31, 2005

Assets

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

Other assets

Total assets

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payable
Accrued expenses
Note payable

Derivative liability
Total current liabilities

Commitments and contingencies

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

Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying summary of accounting policies

and notes to consolidated financial statements
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2,560,66!
182,52:
2,743,191

26,130,44
479,99¢
388,21(

29,741,83

689,46
240,30¢
1,500,001
6,761,65!
9,191,43

1,030,97

39,783,45

(20,264,02)

20,550,40
29,741,83




General and administrative
Depreciation and amortization
Research and development
Loss on disposal of assets

Operating loss

Interest income
Other income
Gain on derivative liability

Interest expense
Net loss

Basic and diluted loss per share

Weighted average shares outstanding

PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF EXPENSES (RESTATED)
Years ended December 31, 2005 and 2004 and the
Period from January 22, 2003 (Inception) to Decen3ie 2005

Inception
through
2005 2004 2005
$ 550,17¢ $ 572,53: $ 1,203,51
1,735,20! 264,81¢ 2,000,02:
9,892,25: 2,465,63 12,357,88
22,81( 457,12. 479,93,
(12,200,45) (3,760,10i) (16,041,36)
81,93( 5,992 87,92.
28,17« 2,37¢ 30,55:
3,896,84. - 3,896,84
(7,323,85) (868,92() (8,237,97)
$ (15,517,35) $ (4,620,66) $ (20,264,02)
$ 0.99 $ (0.73) N/A
15,648,36 $ 6,309,14! N/A

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDEREQUITY (RESTATED)
January 22, 2003 (Inception) through December 8052

Additional
Common Stock Paid in Accumulated
Shares Par Capital Deficit Total
Shares issued for cash 5,250,001 262,50( ($261,50) $ - $ 1,00(
Shares repurchased and cancelled (1,706,25) (85,31 84,98¢ - (325)
Discount relating to:
- beneficial conversion feature - - 28,18( - 28,18(
- warrants attached to debt - - 28,18( - 28,18(
Net loss - - - (126,009 (126,000
Balances at December 31, 2003 3,543,75! 177,18 (120,157) (126,00:) (68,96¢)
Shares issued for:
- cash 22,50( 1,12¢ 7,87¢ - 9,00(
- services 2,065,001 103,25( 745,75( - 849,00(
- license 242,68t 12,13t 414,94( -- 427,07!
- reverse merger with Sportan 997,39¢ 49,87( (197,607 - (147,73)
- acquisition of Opexa 2,500,001 125,00( 23,625,00 - 23,750,00
- additional shares attached to
convertible debt 161,00( 8,05( 280,31t - 288,36t
- conversion of convertible notes 607,50: 30,37t 217,99! - 248,37(
Shares cancelled (80,000) (4,000 4,00( - -
Discount relating to:
- beneficial conversion feature - - 855,84¢ - 855,84¢
- warrants attached to debt - - 1,848,50: - 1,848,50:
Option Expense -- -- 123,33: -- 123,33:
Net loss - - - (4,620,66) (4,620,66)
Balances at December 31, 2004 10,059,83 502,99: 27,805,80 (4,746,66) 23,562,13
Shares issued for:
- cash 3,894,50! 194,72¢ 5,647,04 -- 5,841,76!
- convertible debt 6,110,26: 305,51 7,343,93 - 7,649,441
- debt 23,00( 1,15( 159,85( - 161,00(
- license 291,93! 14,597 1,853,78 - 1,868,38.
- services 240,00( 12,00( 1,000,401 - 1,012,401
Offering costs relating to
equity financing - - (495,557) - (495,557)
Discount relating to: 831,94« 831,94«
- beneficial conversion feature - -- 1,433,10: - 1,433,10
- warrants attached to debt - - -
Option expense -- -- 2,487,74. -- 2,487,74
Warrant expense -- - 2,373,88! -- 2,373,88
Transition of warrants from equity instrumentsitbllity instruments - - (10,658,49) (10,658,49)
Net loss - - - (15,517,35) (15,517,35)
Balances at December 31, 2005 $ 20,619,54 $ 1,030,97 $ 39,783,45 ($20,264,02) $ 20,550,40

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF CASH FLOWS (RESTATED)
Year ended December 31, 2005 and the Period fromadg 22, 2003

Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net c
used in operating activitie
Stock issued for services
Stock issued for debt in excess of principal
Amortization of discount on notes payable due
to warrants and beneficial conversion feature
Amortization of intangible assets
Gain on derivative liability
Depreciation
Debt financing costs
Option and warrant expense
Loss on disposition of fixed assets
Changes in
Accounts payable
Prepaid expenses
Accrued expenses
Other assets

Net cash used in operating activit

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

Net cash used in investing activiti

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

Net cash provided by financing activiti

Net change in cas
Cash at beginning of peric

Cash at end of peric

NON-CASH TRANSACTIONS

Issuance of common stock for purchase of Of

Issuance of common stock to Sportan shareho
Issuance of common stock for University of Chicéigense
Issuance of common stock for accrued inte

Conversion of notes payable to common si

Conversion of accrued liabilities to common st
Conversion of accounts payable to note pay

Discount on convertible notes relating

(Inception) through December 31, 2004 and 2005

Inception
through
2005 2004 2005

$ (15,517,35) $ (4,620,669 $ (20,264,02)
1,012,401 849,00( 1,861,401
109,07( - 109,07(
5,516,63 753,81: 6,313,20!
1,637,12! 251,76: 1,888,891
(3,896,84) - (3,896,84)
98,08( 13,05¢ 111,13t
365,91( - 365,91(
4,861,62! 123,33 4,984,96:
22,81( 457,12: 479,93:
26,36( 58,67( 85,167
(88,185 (38,95() (127,13)
2365t 23,82: 54,98
(388,21() - (388,21()
(6,216,91) (2,129,03i) (8,421,55)
- (232,74) (232,74)
(258,90:) (173,00 (431,90
(258,90:) (405,741 (664,64
5,346,21 9,00( 5,356,21
- - (325)

2,896,88! 3,382,701 6,354,59
(58,614 (5,000) (63,614
8,184,48: 3,386,70! 11,646,836
1,708,67. 851,92: 2,560,66!
851,99: 68 -

$ 2,560,66/ $ 851,99: $ 2,560,661
$ - 3% 23,750,000 $ 23,750,00
- 147,73: 147,73:

1,868,38. 427,07! 2,295,45!
525,51: - 525,51:
6,159,61! 248,37( 6,407,98!
17,17¢ - 17,17¢

- 93,36 93,36



- warrants
- beneficial conversion featu
- stock attached to not

Fair value of derivative instrume

1,433,10:
831,94«
999,07-

10,658,49

See accompanying summary of accounting policies
and notes to consolidated financial statements
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855,84
288,36t

3,309,791
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PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldigateciation. Depreciation is provided using thaight-line method over the
estimated useful lives of the assets. Major rengw&atl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.
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Impairment losses are recorded on Idingd assets used in operations when indicatoispairment are present and the undiscounted casgls féstimated to be generated by ti
assets are less than the assets ' carrying amount.

Income Taxes. Income tax expense is based on eghbearnings before income taxes. Deferred incomesteeflect the impact of temporary differenceseetn assets and
liabilities recognized for consolidated financiaporting purposes and such amounts recognizedxgurposes, and are measured by applying enaotedtes in effect in years
which the differences are expected to reverse.

Stock-Based Compensation. Pharma accounts for-taséd compensation under the intrinsic value niettader this method, Pharma recognizes no comfiensesxpense for
stock options granted when the number of underlgimgres is known and exercise price of the opsagreéater than or equal to the fair market valuthefstock on the date of
grant. The following table illustrates the effectiet loss and net loss per share if Pharma hddedphpe fair value provisions of FASB Statement 383, Accounting for Stock-
Based Compensation, to stock-based employee comipams

Inception
2005 2004 through 2005

Net loss as reporte $ (15,517,35) $ (4,620,66) $ (20,264,02)
Add: stock based compensation determined u ndensitt value based method 2,487,74. 123,33: 2,611,07.
Less: stock based compensation determined underafaie based method (4,264,01) (153,36 (4,417,37)
Pro forma net loss $ (17,293,62) $ (4,650,69) $ (22,070,32)
Basic and diluted

Net loss per common share:

As reported $ 0.99 $ (.73 N/A

Pro forma $ 111 $ (.79) N/A

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

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

The basic net loss per common share is computefiviying the net loss by the weighted average nurabeommon shares outstanding. Diluted net losscpmmon share is
computed by dividing the net income adjusted oflaanf converted" basis, by the weighted averagalmer of common shares outstanding plus potentiafici securities. Basic
and diluted loss per share is the same due to fteiiutive securities had an anti-dilutive effesxd were not included in the calculation of dillihet income per common share.
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Research and development. Research and developxperises include salaries, related employee expermsasulting fees, facility costs, and laboratmogts. All costs for
research and development activities are expenset@ased. Pharma expenses the costs of licensgatefits and the prosecution of patents untilgeeance of such patents and
the commercialization of related products is reabbnassured.

Accounting for Derivative Instruments. StatemenFofancial Accounting Standard (“SFAS”) No. 133,c@unting for Derivative Instruments and Hedgingiites,” as
amended, requires all derivatives to be recordetheralance sheet at fair value. Our derivativessaparately valued and accounted for on our balaheet. Fair values for
securities traded in the open market and derivatiare based on quoted market prices. Where marikesmare not readily available, fair values areedeined using market based
pricing models incorporating readily observable keadata and requiring judgment and estimates.

The pricing model we use for determining fair valwé our derivatives is the Black Scholes Pricingddl. Valuations derived from this model are subjemngoing internal and
external verification and review. The model useskm@sourced inputs such as interest rates, exeheatgs and option volatilities. Selection of thegrits involves management's
judgment and may impact net incon

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

The EITF recently deliberated the impact of liqguethdamages clauses in registration rights agreenaenl the effect on accounting and classificadibimstruments subject to the
scope of EITF 00-19 in EITF 05-Ofhe Effect of a Liquidated Damages Clause on a$teeeling Financial Instrument Subject to Issue 019.The EITF has not reached a
consensus on this issue and has deferred delibenatitil the FASB addresses certain questions wiiehd impact a conclusion on this issue. Spedific&ITF 05-04 presents
alternative views on whether the liquidated damagesisions in registration rights agreements stidnéd combined with or treated separately from #saiated financial
instrument. We view the registration rights agreetand the financial instrument as one combineesfi@nding instrument. If the EITF were to adoptuiesv that the registration
rights agreement should be viewed as a separdtarimsnt from the financial instrument, we may havaccount for additional derivatives.

Restatement of Financial Statements to ReflectMagvie Accounting. The consolidated financial staats for the year ended December 31, 2005 inclimdgds Annual Report
have been restated to reflect additional non-opeyafains related to the classification of and aetimg for warrants issued by Pharma associatel thvé bridge note exchange
and private placement offerings in June 2005 ahd2n05 .

Recently Issued Accounting Pronouncements. In Deeer2004, the FASB issued SFAS No.123R, “AccountordStock-Based Compensation.” SFAS N0.123R eistad
standards for the accounting for transactions irckvan entity exchanges its equity instrumentsgfmods or services. This Statement focuses primarilgccounting for
transactions in which an entity obtains employeagises in share-based payment transactions. SFAS28R requires that the fair value of such equistiuments be recognized
as expense in the historical financial statemesitseavices are performed. Prior to SFAS No.123R;, certain pro forma disclosures of fair value wezquired. SFAS No0.123R
shall be effective for small business issuers ge®beginning of the first interim or annual refoag period that begins after December 15, 2005il&\Pharma has issued options
to employees recently, the adoption of this newbanting pronouncement is not expected to have anmhtmpact on the consolidated financial statets@f Pharma during the
calendar year 2006.

Pharma does not expect the adoption of any otleently issued accounting pronouncements to haignifisant impact on their consolidated financialsgtion, results of
operations or cash flow.
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NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarsti@lements, Pharma incurred recurring net loss$$5517,356 and $4,620,664 in 2005 and 2004peively, and has an
accumulated deficit of $20,264,023 as of Decemie2805. These conditions raise substantial dosild #harma ability to continue as a going concern. Managerigetnying tc
raise additional capital through sales of convéatitebt and equity. The consolidated financialestants do not include any adjustments that mighidaessary if Pharma is
unable to continue as a going concern.

NOTE 3 - LICENSE AGREEMENT

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

In June 2005, 274,836 shares of common stock wsteed to the University of Chicago per the terma lidense agreement. These shares were record863064.
In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@dd9,434.
By amendment dated October 31, 2005 Pharma ardriiversity agreed to extend the date upon whichsth&00,000 to April 30, 2006.

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

Intangible assets consisted of the following atéeber 31, 2005:

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

Amortization expense totaled $1,637,129 and $231liA6iscal 2005 and 2004, respectively.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2005:

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

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

NOTE 6 - INCOME TAXES

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

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

Deferred tax assets

Net operating losses $ 4,080,001
Less: valuation allowance (4,080,001
Net deferred tax asse 3$ R

F-18




NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasmedisonvertible notes to investors totaling $6,824. In March 2005, 451,688 shares of common stattka relative fair
value of $999,074 were issued to note holderseis dldditional shares for their subscription inwesint in Pharma. In June 2005 a total of $6,650¢®r@prised of the principal of
the notes of $6,124,859 and accumulated intere®%2$,513, which accrued at a rate of 15% per anmas exchanged for 4,433,598 units at $1.50 pareslftach unit is
comprised of one share of common stock and thngarate types of warrants to purchase a total & &hares of common stock as stated below. In aailiti,224,977 shares of
Common Stock were issued in consideration for thieemder of the rights to the Bridge Warrants hsidhe note holders. All of the Bridge Notes anidBe Warrants were
exchanged so that none are now outstanding.

» Warrants: In connection with the bridge note exgeand private placement offerings in June and thube separate types of warrants to purchasebab®.75 shares
common stock were issued as follows: (i) a Serie&/@rant which expired on February 17, 2006; (iBeries B Warrant for onlealf of a share with an exercise prict
$2.90 which expires on October 17, 2006; (iii) a@eries C Warrant for one share with an exeraise pf $4.00 that expires on May 25, 2010.

Pharma analyzed the convertible notes and the witarfar derivative accounting consideration undeéAS 133 and EITF 00-19. Pharma determined the edeskdonversion
option in the convertible notes met the criterindiassification in stockholders equity under SFES3 and EITF 00-19. Therefore, derivative accountirms not applicable for
these convertible notes payable . See Note 14 discssion of the accounting for the warrants.

NOTE 8 - NOTE PAYABLE

Note payable consists of the followir

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

NOTE 9 - COMMITMENTS AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigimeerth operating lease from Opexa for a researdlityad he lease commenced in June 2003 and wadalegpire in
November 2004. Pharma extended the lease initaiy March 31, 2005 and extended it again untpt®mber 30, 2005. Pharma terminated the lease wbérc7, 2005 an
entered into a ten-year lease with a new landldittivcommenced on October 1, 2005.

Future minimum lease payments under the non-caidelbperating lease are $72,474 for 2006, $117a72007, $137,196 for 2008, $139,782 for 20094 %540 for 2010 and
$731,883 for thereafter

Rent expense for 2005 was $178,963 and $389,3020f4.
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NOTE 10 - EQUITY
During 2003, Pharma sold 5,250,000 shares of constawk for $1,000.
In April 2003, 1,706,250 shares were reacquireds&25 and canceled.

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

During 2004, 22,500 shares of common stock were fewl$9,000.
During 2004, 2,065,000 shares of common stock hhigheir then fair value of $849,000 were issteeBharma’s employees and consultants for theitices.

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

In June 2004, 997,399 shares of common stock vested for net liabilities of $147,733 to Sportastisreholders for the reverse merger with Sportea.Nbte 14 for details.

In November 2004, 2,500,000 shares of common stakled at their then fair value of $23,750,000 wieseied to 30 accredited investors in connectidh thie acquisition of
Opexa, of which 2,250,000 shares were issued imatedgliand the balance of 250,000 shares held mwseere issued in November 2005. See Note 12 dtaild.

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

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

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

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

In June 2005, Pharma sold 3,387,217 shares of canstock with 9,314,868 warrants for $5,080,826. Magrants have exercise prices ranging from $24tar®l expire in seven
months to four years. The relative fair value @& tommon stock is $886,913 and the relative fdirevaf the warrants is $4,198,913. Offering co$t$484,262 related to shares
issued were charged to additional paid in capital.

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

In March 2005, 451,688 shares of common stock witélative fair value of $999,074 were issued terdmlders as their additional shares for theilsstption investment in
Pharma.
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In June 2005, 5,658,575 shares of common stock issued to note holders for the conversion of $6,829 of principal and $525,513 interest from catilse notes.

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

In June 2005, 274,836 shares of common stock wssteed to the University of Chicago per the terma lidense agreement. These shares were recor@447&8,950.
In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@dd9,434.
During 2005, 240,000 shares of common stock vahueheir fair value of $1,012,400 were issued tarfta’s consultants for their services.

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

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

Employee stock option expense was $2,487,741 i8.200

Warrant expense was $2,373,888 in 2005.

NOTE 11 - STOCK OPTIONS AND WARRANTS
In 2004 Pharma adopted the 2004 Stock Option Ptha Plan”). The Plan provides for the grantingstdick options to employees and consultants of Paarm

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

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

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

Stock Options:

In January 2005, options to purchase 192,000 slodt@mmon Stock were issued to several employeas axercise price of $3.00 per share. One tHiteoptions vest on the
first anniversary date, one third of the optionstsen the second anniversary date, and the remgaimie third vests on the third anniversary daltes€ options have an intrinsic
value of $785,800, of which $261,933 has been esgduring 2005.
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In April 2005, options to purchase 12,500 shareSa@hmon Stock were issued to three Opexa emplatess exercise price of $3.00 per share. One dfitte options vest on t
first anniversary date, one third of the optionstsen the second anniversary date, and the remgaimie third vests on the third anniversary daltes€ options have an intrinsic
value of $14,925, of which $4,975 has been expedsedg 2005.

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

In August 2005, options to purchase 20,000 shar€ommon Stock were issued to an employee at arciseeprice of $1.14 per share. One third of thiéoog vested
immediately, one third of the options vest on tingt fanniversary date, and the remaining one thésts on the second anniversary date. These optaresno intrinsic value due
exercise price exceeded the market price at treeafahe grant.

In December 2005, options to purchase 376,000 stmiréommon Stock were issued to fifteen Opexa eygas at an exercise price of $0.70 per share f@meh of the options
vest on the first anniversary date, one fourthhefaptions vests on the second anniversary dagefoaumth of the options vests on the third anniggrsiate, and the remaining one
fourth vests on the fourth anniversary date. Tlgg®ns have no intrinsic value due to exercisegeéqualed the market price at the date of thetgran

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

In January 2005, warrants to purchase 25,000 slod@smmon Stock were issued to a consultant &xancise price of $3.00 per share of which oneltbfrthe warrants vest on
the first anniversary date, one third of the watsarests on the second anniversary date, and theimang one third of warrants vests on the thirdieersary date. These warrants
have a fair value of $183,033, of which $61,011 iesn expensed during 2005.

In April 2005, warrants to purchase 100,000 shafédommon Stock were issued to a consultant akarcese price of $3.00 per share of which 40,00€raves vested
immediately, and the remaining 60,000 warrants &e#ite rate of 2,500 warrants per month for twdaty months. These warrants have a fair valueddf7$812, of which
$261,133 has been expensed during 2005.

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

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

In July 2005, warrants to purchase 8,100 shar@oaimon Stock were issued to a consultant at arciseeprice of $1.50 per share, of which warranstee immediately. These
warrants have a fair value of $21,150, of which,$2% has been expensed during 2005.
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In July 2005, warrants to purchase 460,846 shdr€ommon Stock were issued to several brokeragesfas the offering costs and commissions for Phasrfaancing activitie:
at an exercise price of $1.50 per share. Theseamarhave a fair value of $2,197,162 and vest imatelg.

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

In September 2005, warrants to purchase 15,00@slutiilCommon Stock were granted to a consultaau @xercise price of $1.19 per share of which wesraested immediately.
These warrants have a fair value of $13,161, otwhil3,161 has been expensed during 2005.

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

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

In connection with the bridge note exchange andgpei placement offerings in June and July, 2,54By8&rrants granted in prior years and early 200&ewancelled and three
separate types of warrants to purchase a total7éf shares of common stock were issued as follG\v$0,411,400 units of Series A Warrant for 1.2&a®s with an exercise price
of $2.00 which expires on February 17, 2006; (i)68,701 units of Series B Warrant for one-halaahare with an exercise price of $2.90 which eg@n October 17, 2006; (iii)
and 8,329,108 units of Series C Warrant for oneestwth an exercise price of $4.00 that expiredMay 25, 2010.

Summary information regarding options is as follows

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 2003:

Granted - 8 - 150,000 $ AC
Outstanding at December 31, 2003 - - 150,00 .1C
Year ended December 31, 2004:

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

Granted 630,50( 1.57 25,041,28. 2.8¢

Forfeited and cancelled (41,667) 4.2¢ (2,642,75)) 2.4
Outstanding at December 31, 2005 1,553,83. $ 2.4¢ 24,176,52 $ 2.85
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Options and warrants outstanding and exercisabdé Becember 31, 2005:

Exercise Remaining Options Options Warrant: Warrant:
Price Life Outstandin Exercisabl Outstandin Exercisabl
$5.00 3 -4 year 53,33: 53,33: 50,00( -
4.00 4 -5year - - 8,504,10: 8,362,44
3.00 4 -5year 219,50( 63,33¢ 145,00( 75,00(
3.00 3-4year 885,00( 395,00( 50,00( 16,66°
2.90 0.83 year - - 4,164,56 4,164,56
2.00 0.13 year - - 10,411,40 10,411,40
1.50 4 -5year - - 468,94° 8,10(
1.19 4 -5year - - 215,00( -
1.15 4 -5 year - - 167,50( -
1.14 4 -5year 20,00( 6,661 - -
0.70 9 -10 year 376,00( - - -

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

NOTE 12 - PURCHASE OF OPEXA

On October 7,2004 Pharma entered into an agreement to acquioéthle outstanding stock of Opexa. The agreerlasied on November 5, 2004. Pharma issued Opexa
shareholders 2,500,000 shares of Pharma’s comrook &ir all of the outstanding stock of Opexa. 280, of the 2,500,000 shares were put in escrowa fame-year period
pursuant to the escrow agreement. The balanceed50,000 shares were issued to Opexa sharehaiddovember 2005. The acquisition was accountedifmter the purchase
method, where all of Opexa’s assets are restatttbinfair market value on the acquisition datéjek approximated book value. The 2,500,000 shafr®harma were valued at
their then fair value of $23,750,000 or $9.50 gears.

Pharma acquired Opexa because Opexa holds rigtestinology to diagnose and treat multiple sclertimiough modified autoreactive T cells and is ently in FDA Phase /11
human dose ranging clinical trials to evaluatesifety and effectiveness in treating multiple szdés.

The results of operations for Opexa from Novemhe20®4 through December 31, 2005 are includederStatements of Operations and the Statementsshf Elaws.

The following table summarizes the estimated falues of the assets acquired and the liabilitisaragd at the date of acquisition:

Current asset $ 55,38
Property, plant and equipment, net 639,16(
Intangible assets 23,991,12
Total assets acquired 24,685,67
Current liabilities 935,67!
Total liabilities assumed 935,67!
Net assets acquired $ 23,750,00
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Of the $23,991,128 of acquired intangible assbesfull amount is assigned to an inseparable gofygatents and licenses that cannot function indéeetly by themselves. The
weighted average useful life of the intangible grais of December 31, 2005 is approximately 15 years

NOTE 13 - STOCK PURCHASE AGREEMENT

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

NOTE 14 - DERIVATIVE INSTRUMENTS
We evaluated the application of SFAS 133 and EITA9 for all of our financial instruments and idéetl the following financial instruments as defiives:

(1) Series A Warrants issued in conjunction witl binidge note exchange and private placement offerin June and July 2005( which expired on Felyridr 2006)
(2) Series B Warrants issued in conjunction with Ithidge note exchange and private placement offerin June and July 2005
(3) Series C Warrants issued in conjunction withihidge note exchange and private placement nfferin June and July 2005

We evaluated the provisions of the registratiomtsgagreement that require us to pay registrat&daydpayments in combination with the financialtinment and concluded tt
the combined instrument meets the definition obawdtive under SFAS 133 because the most econfamit of settlement under the warrant agreementdavoe for us to isst
registered shares which is deemed outside of aur@aunder EITF 00-19.

We determined that certain warrants to purchaseonmon stock are derivatives that we are requoetcount for as free-standing liability instrurteem our financial
statements. As a result, we report the value afghterivatives as current liabilities on our ba&skeet and report changes in the value of theseatiees as non-operating gains
or losses on our statements of operations. Theewalthe derivatives is required to be remeasured quarterly basis, and is based on the BlackI8siRyicing Model.

Variables used in the Black-Scholes option-priaimgdel include (1) 4.08% to 4.35% riflee interest rate, (2) expected warrant life & aletual remaining life of the warrants a
each period end, (3) expected volatility is fron¥8t 475% and (4) zero expected dividends.
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Due to the nature of the required calculations thedarge number of shares of our common stockluaebin such calculations, changes in our commoanksprice may result in
significant changes in the value of the derivatiaed resulting gains and losses on our statemespietions.

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

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

NOTE 15 - RESTATEMENT

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

The aggregate balance sheet amount shown for tleesative liabilities decreased from $10,658,4@60xtober 26, 2005, the date the warrants becahéities, to $6,761,654
on December 31, 2005, resulting in a gain of $3885 in the statements of operations for the yaded December 31, 2005. This resulted in totallitas being understated by
$6,761,654 and net loss being overstated by $3896,

NOTE 16 - SUBSEQUENT EVENTS

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

The construction of the GMP facilities was compieite January and certified on March 20, 2006 akS&an7 facility.

The Series A Warrant issued to investors in conoeatith the bridge note exchange and private ptar offerings in June and July of 2005 expiredrehruary 17, 2006.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13. Other Expenses of Issuance and Distribution.

The following table sets forth the costs and expensther than the underwriting discounts and casions, payable by the registrant in connectioh wie sale of t
securities being registered. All amounts are esgsaxcept the Securities and Exchange Commissgistration fee.

Securities and Exchange Commission Registration Fee $ 12,91:
Printing Costs 3,00(¢
Legal Fees and Expenses 50,00(
Accounting Fees and Expenses 15,00(
Transfer Agent and Registrar Fees 3,00(
Miscellaneous 10,00(

Total $ 93,05¢

Item 14. Indemnification of Directors and Officers.

The Company has the authority under Articles 2.0@pé&nd 2.02-1 of the Texas Business Corporatian(ABCA") to indemnify its directors and officers to the et
provided for in such statute. The TBCA providespart, that a corporation may indemnify a direaomfficer or other person who was, is or is theeed to be made a nan
defendant or respondent in a proceeding becausepreon is or was a director, officer, employeagent of the corporation, if it is determined thath person: (1) conduc
himself in good faith; (2) reasonably believedthie case of conduct in his official capacity asraaor or officer of the corporation, that his dmet was in the corporationbes
interest and, in all other cases, that his condiast at least not opposed to the corporatidigst interests; and (3) in the case of any cahproceeding, had no reasonable cau
believe that his conduct was unlawful.

A corporation may indemnify a person under the TB&inst judgments, penalties, including excisesaamilar taxes, fines, settlement, unreasonableesgs actual
incurred by the person in connection with the peatieg. If the person is found liable to the corpioraor is found liable on the basis that persdraiefit was improperly receiv
by the person, the indemnification is limited t@senable expenses actually incurred by the persaorinection with the proceeding, and shall nottzle in respect of a
proceeding in which the person shall have beenddiadle for willful or intentional misconduct imé performance of his duty to the corporation. Tbgporation may also pay
reimburse expenses incurred by a person in commmegtith his appearance as a witness or other [gaation in a proceeding at a time when he is noamed defendant
respondent in the proceeding.

The Companys Articles of Incorporation provide that none &f directors shall be personally liable to the Comypar its shareholders for monetary damages fac
or omission in such directa’capacity as a director; provided, however, thatliability of such director is not limited to tlextent that such director is found liable for &1hreac
of the directors duty of loyalty to the Company or its sharehadd€?) an act or omission not in good faith thaistidutes a breach of duty of the director to tleenPany or an a
or omission that involves intentional misconducadenowing violation of the law, (3) a transactioom which the director received an improper bemefhether or not the bene
resulted from an action taken within the scopehefdirector’s office, or (4) an act or omission ¥drich the liability of the director is expresslyopided by an applicable statute.
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The Company believes that these provisions wilisassin attracting and retaining qualified indilials to serve as executive officers and directbhe inclusion ¢
these provisions in the Company’s Articles of Irpmmation may have the effect of reducing a liketii@f derivative litigation against the Compasigfirectors and may discour:
or deter shareholders or management from bringifevauit against directors for breach of their dofycare, even though such an action, if successfight otherwise ha
benefited us or our shareholders.

The Company’s Articles of Incorporation and Byws provide that the Company may indemnify itsagffs, directors, agents and any other personsetdutlest exter
permitted by the TCBA.

Additionally, under their employment agreementshvtharmaFrontiers Corp. Messrs. McWilliams and Rare entitled to indemnification in their capaaty officer
of the Company to the fullest extent permitted iy TCBA.

Item 15. Recent Sales of Unregistered SecuritiedNQNE OF THE INFORMATION IN ITEM 15 HAS BEEN ADJUSTE D FOR THE 1-FOR-10 REVERSE SPLIT
EFFECTED ON JUNE 19, 2006.)

Acquisition of PharmaFrontiers Corp.

On June 4, 2004, when the company was named “Spbhtéed Industries, Inc.,it issued, 6,386,439 shares of common stock tasltaeeholders of PharmaFront
Corporation, a Texas corporation ("PharmaFront)eirs'exchange for all the outstanding capital stoE®PharmaFrontiers. The shares of common stocledssn the acquisitic
were offered and sold pursuant to the exemptiomfregistration afforded by Rule 506 under the SéesrAct of 1933 (the “Securities Actgnd/or Section 4(2) of the Securi
Act. The Company subsequently changed its namPharmaFrontiers Corp.”

Acquisition of OPEXA

In connection with the closing of the Company’s@siion of OPEXA Pharmaceuticals, Inc., a Delawemeporation (“OPEXA”"),on November 5, 2004, the Comp.
issued 2,500,000 shares of its common stock, gae&0.05 per share, to the former holders of comstock of OPEXA in exchange for their OPEXA comnspock. The shar
of common stock issued in the acquisition wererefleand sold pursuant to the exemption from reagisin afforded by Rule 506 under the Securitiesakat/or Section 4(2) of t
Securities Act. On June 9, 2005 the Company is20€d000 shares of common stock to Sanders Morrisidildnc. in exchange for advisory services preddn connection wi
the acquisition of OPEXA. The shares were sold yams$ to the exemption from registration affordedRule 504 under the Securities Act of 1933 (thectBiies Act”) and/o
Section 4(2) of the Securities Act.

15% Exchangeable Convertible Subordinated Note Priate Placement Financing and Subsequent Exchange

During the six months ended February 15, 2005,Gbmpany issued to accredited investors in a pripédeement: (i) 15% Exchangeable Convertible Notéh &
principal amount of $6.1 million, (ii) an aggregaie612,688 shares of common stock, and (iii) &trtg receive a warrant to purchase common stobk. Gompany received gre
proceeds of $6.1 million from this private placemédre securities issued in the acquisition weferefl and sold pursuant to the exemption from tegfisn afforded by Rule 5!
under the Securities Act of 1933 (the “Securitiet”Aand/or Section 4(2) of the Securities Act. In catiom with this private placement, the Company erddanto Registratic
Rights Agreements with the purchasers requiring, #r@ong other things, the Company register theeshiasued, those shares issuable on conversithe ofotes and those she
issuable upon exercise of the warrant for resatkeuthe Securities Act.
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In addition, the Company issued to the placemeehtsgwho assisted with the sale of the Notes, wisr® purchase 216,875 shares of Common Stockpdte o
$1.50 per share. These warrants expire on Feb4gr2010. The Company is obligated to registerdsale the shares of common stock issuable upasisge®f the warrants.

On June 30, 2005 the Company, in exchange foruaditanding 15% Exchangeable Convertible SubordihBlietes and the associated rights to warrantsedssu thr
accredited investors holding the notes: (i) an egate of 5,658,575 shares of our common stockSéi)es A Warrants to purchase an aggregate oft®98 shares of our comrmr
stock, (iii) Series B Warrants to purchase an agmpes of 2,216,799 shares of our common stock, andSéries C Warrants to purchase an aggregate48B8498 shares of ¢
common stock. In connection with this exchangeroffg the Company entered into a Registration Rigkgreement dated June 17, 2005 with the partitspanthe exchange oft
requiring that, among other things, the Companystegthe shares issued in the exchange offerssudble upon exercise of the warrants, for resadenthe Securities Act.

The notes and shares of common stock and warrastgided above were offered and sold pursuantet@xiemption from registration afforded by Rule S0@ler th:
Securities Act, Section 3(a)(9) of the Securities And/or Section 4(2) of the Securities Act.

Sale of Common Stock, Series A Warrants, Series B &ttants and Series C Warrants

In the month ended July 15, 2005, the Company cetegdla private placement to accredited investo(§) @h aggregate of 3,834,508 shares of commarksiba pe
share price of $1.50 pursuant to the terms of SesiPurchase Agreements dated June 17, 2005uynd 3, 2005 by and among the Company and eacheoptirchasers.
connection with this private placement, the Compantered into a Registration Rights Agreement datetk 17, 2005 and July 15, 2005 with the purclsasejuiring that, amoi
other things, the Company register the sharesefeale under the Securities Act.

In addition, the Company issued to the placemeahtgassisting with the private placement, warréhis “Placement Agent Warrants purchase 228,992 share:
common stock at an exercise price of $1.50 peresidre Placement Agent Warrants are exercisabledumte 17, 2010. The Company is obligated to tegifr resale the shai
of common stock issuable upon exercise of the RFlacé Agent Warrants.

The shares of common stock and warrants describedeavere offered and sold pursuant to the exemgtmm registration afforded by Rule 506 under Seeuritie
Act and/or Section 4(2) of the Securities Act.

Shares of Common Stock Issued To the University @hicago

Pursuant to the terms of a First Amended and Rastaicense Agreement (the “License Agreementijed December 30, 2004 with the University of @b th:
Company has issued 533,064 shares of common stagbnisideration of the license granted to the Camppdhe License Agreement obligates the Companya feeriod of time
to issue sufficient shares so as to enable theddsity of Chicago to maintain a certain percentagaership. Thus the shares were issued from tintien® as the Company isst
shares in connection with its various offeringse ®iares of common stock were offered and soldupntsto the exemption from registration affordedSsction 4(2) under tl
Securities Act. In connection with the License Agreent, the Company agreed to register the shaesdghereunder for resale under the Securities Act
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Sale of Common Stock and Warrants - April 2006

On April 13, 2006, the Company issued (i) 46,000,8Bares of Company common stock and warrants ithpse a total of 23,000,000 shares of Company am
stock to 41 “accredited investora’ such term is defined in Rule 501 under the $eesiAct of 1933 and (ii) warrants to purchase3Z,200 shares of Company common stor
MDB Capital Group LLC and another broker dealere Bompany received gross proceeds of $23,000,®@10245,900 in proceeds after the deduction of salesmissions) froi
the private placement.

The offers and sales were made without registraiiwfer the Act, or the securities laws of certaaies, in reliance on the exemptions provided bstiSe 4(2) of Ac
and Regulation D under the Act and in reliance iomlar exemptions under applicable state laws. HEseance of the Comparsytommon stock and the warrants issued il
Transaction did not involve any public offering;ceanvestor made representations regarding itssimvent intent, experience and sophistication; éaeéstor either received
had access to adequate information about us irr todmake an informed investment decision; havieceived representations to this effect, we belibva¢ each investor is
“accredited investoras that term is defined under Rule 501(a) of RemuiaD; and no advertising or general solicitatiwas made in connection with the sale and issuahttee
Company’s common stock and warrants in the Trarsact

Item 16. Exhibits and Financial Statement Schedules

(a) Exhibits . The following exhibits of the Company are inclddeerein.

Exhibit 2.1 Stock Purchase Agreement (incorporated by referemBhibit 2.1 to the Company's Current Reporfonm K filed June 4, 2004)

Exhibit 2.2 Merger Agreement (incorporated by reference to Eixfi.1 to the Company's Current Report on 8-Kdfi@ctober 8, 2004)

Exhibit 3.1 Amended and Restated Articles of Incorporationdiporated by reference to the Company’s CurrenoRem 8-K filed on June 19, 2006)

Exhibit 3.2 * By-laws

Exhibit 4.1 Form of Common Stock Certificate (incorporated kference to Exhibit 2.3 to the Company's Regigtratatement on Form 10-SB (File No. ®@&b13)
initially filed March 8, 1999

Exhibit 5.1 * Opinion of Vinson & Elkins L.L.P.

Exhibit 10.1 2004 Compensatory Stock Option Plan (incorporateteference to Exhibit B to the Company's Defiretimformation Statement filed on June 29, 2004)

Exhibit 10.2 Employment Agreement of David McWilliams (incorpted by reference to Exhibit 10.1 to the Companyisi@rly Report on Form 1QSB filed November 1
2004)

Exhibit 10.3 Second Amended Employment Agreement of William Ro(iecorporated by reference to Exhibit 99.1 to @@mpany's Current Report on FornK8filed
February 4, 2005)

Exhibit 10.5 Director's Agreement of David McWilliams (incorpeed by reference to Exhibit 10.4 to the Companysu@@rly Report on Form 1QSB filed November 1
2004)

Exhibit 10.7 Director's Agreement of Paul Frison (incorporatgddference to Exhibit 10.7 to the Company's AnrReport on Form 10-KSB filed April 15, 2005)

Exhibit 10.10  Scientific Board Advisory Agreement of Yong Zhamdqorporated by reference to Exhibit 10.3 to the @any's Quarterly Report on Form QBB filec
November 16, 200

Exhibit 10.11  Termination Settlement and Release Agreement wittW&ne Fritzsche (incorporated by reference toiltixB9.3 to the Company's Current Report on Fori 8
filed February 4, 2005)

Exhibit 10.12  Form of Warrant Agreement (incorporated by refeestacExhibit 10.13 to the Company's Annual ReparForm 10-KSB filed April 15, 2005)

Exhibit 10.13  Amended and Restated License Agreement with Ba&tdiege of Medicine (incorporated by reference hibit 10.14 to the Company's Annual Report on F
10-KSB filed April 15, 2005)

Exhibit 10.14 Amended and Restated License Agreement with Urityen$ Chicago (incorporated by reference to Exhitf.15 to the Company's Annual Report on Form 10-
KSB filed April 15, 2005)

Exhibit 10.15* Form of Series A Common Stock Purchase Warrant

Exhibit 10.16 * Form of Series B Common Stock Purchase Warrant

Exhibit 10.17 * Form of Series C Common Stock Purchase Warrant

Exhibit 10.18 * Securities Purchase Agreement dated June 17, 3086damong the Company and the Investors nameeinhe

Exhibit 10.19 * Registration Rights Agreement dated June 17, 2§0&nk among the purchasers of common stock naneeeith

Exhibit 10.20 * Securities Purchase Agreement dated June 30, 3086damong the Company and the purchasers of constook named therein

Exhibit 10.21 * Securities Purchase Agreement dated July 15, 20@H# among the Company and the Investors nameeinhe

Exhibit 10.22 * Registration Rights Agreement dated July 15, 200811 among the Company and the Investors nameeirthe

Exhibit 10.23 ** License Agreement dated January 13, 2006 by thep@oynand Shanghai Institute for Biological Services

Exhibit 10.24  Lease Agreement dated August 19, 2005 by the Coynpad Dirk D. Laukien (incorporated by referenceEixhibit 10.13 to the Company's Annual Repor
Form 10-KSB filed March 31, 2006)

Exhibit 10.25 ***Form of Warrant Agreement issued to brokers in eation with 2005 offerings.

Exhibit 10.26  Purchase Agreement dated April 11, 2006 (incorgaraty reference to Exhibit 10.1 to the Company’sr€ut Report on Form 8-K filed April 18, 2006)

Exhibit 10.27  Registration Rights Agreement dated April 11, 2@d@orporated by reference to Exhibit 10.2 to themPany’s Current Report on Formk8filed April 18,
2006)



Exhibit 10.28  Form of Warrant issued in connection with April B0financing (incorporated by reference to Exhilfit3Lto the Company’s Current Report on Forri{ 8led
April 18, 2006)

Exhibit 10.29  Form of Broker Stock Purchase Warrant issued to MIital Group LLC (incorporated by reference tdibit 10.5 of the Compang’Current Report on Fol
8-K filed April 18, 2006)

Exhibit 10.30 Second Amendment to the Amended and Restated ldc&gseement (incorporated by reference to Exhibitdlof the Company’s Report on FornKsfiled
April 18, 2006)

Exhibit 23.1 T Consent of Malone & Bailey, PC

Exhibit 23.2 Consent of Vinson & Elkins L.L.P. (included in Ekiti5.1)

* Previously filed with Form SB-2 filed July 19, 2005

o Previously filed with Post-Effective Amendment Nofiled on February 9, 2006
Fokk Previously filed with Post-Effective Amendment Nbfiled April 11, 2006

T Filed herewith
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(b) Financial Statement Schedules.

All schedules are omitted because they are inagiglcor the requested information is shown in thiesolidated financial statements of the registaantelated note
thereto.

Item 17. Undertakings.

(a) The undersigned registrant hereby undertakes:
1) To file, during any period in which offers or salm® being made, a post-effective amendment taélgistration statement:
0] To include any prospectus required by Section IB)af the Securities Act of 1933;
(i) To reflect in the prospectus any facts or eventsray after the effective date of the registratgtatement (or the most recent post-

effective amendment thereof) which, individually ior the aggregate, represents a fundamental changfee information set forth in the registrat
statement. Notwithstanding the foregoing, any iaseeor decrease in volume of securities offereth@ftotal dollar value of securities offered woulo
exceed that which was registered) and any devidtimm the low or high end of the estimated maximaffering range may be reflected in the forn
prospectus filed with the Securities and Exchangmmission pursuant to Rule424(b) if, in the aggtegthe changes in volume and price represent rre
than a 20 percent change in the maximum aggredgéteng price set forth in the “Calculation of Regation Feetable in the effective registrati
statement; and

(iii) To include any material information with respectte plan of distribution not previously disclosedhe registration statement
any material change to such information in thegtgtion statement.

2) That, for the purpose of determining any liabilityder the Securities Act of 1933, each such péfstive amendment shall be deemed to
new registration statement relating to the seasitiffered therein, and the offering of such séiesriat that time shall be deemed to be the init@la fide offerin
thereof.

3) To remove from registration by means of a pefétctive amendment any of the securities beingsteged which remain unsold at

termination of the offering.

(b) Insofar as indemnification for liabilities arisinghder the Securities Act of 1933 may be permiteediitectors, officers and controlling persons of
registrant pursuant to the foregoing provisionsothrerwise, the registrant has been advised theiteiropinion of the Securities and Exchange Conipmissuch indemnification
against public policy as expressed in the Secariiet of 1933 and is, therefore, unenforceablghtnevent that a claim for indemnification agaisisth liabilities (other than t
payment by the registrant of expenses incurreda@ py a director, officer or controlling person tbe registrant in the successful defense of atipracsuit or proceeding)
asserted by such director, officer or controllireggon in connection with the securities being itegesl, the registrant will, unless in the opinidrite counsel the matter has b
settled by controlling precedent, submit to a cafirappropriate jurisdiction the question whethectsindemnification by it is against public poliag expressed in the Securi
Act of 1933 and will be governed by the final adpadion of such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiescAc933, as amended, the Registrant has duly catlsgdRegistration Statement to be signed on itsalieby the
undersigned, thereunto duly authorized, in the @itidouston, State of Texas, on the 21st day oé,J2806.

OPEXA
THERAPEUTICS,
INC.

By: Isi
David B. McWilliams

Name:
David B. McWilliams
Title: Chiel

Executive Officer

By: /sl C
William Roust
Name: C.
William Rouse

Title: Chiet

Financial Officer and

KNOW ALL MEN BY THESE PRESENTS, that each personost signature appears below constitutes and agpdatid B. McWilliams his true and lawful attorney-
in-fact and agent, with full power of substitution amdocation, for him and in his name, place anddtén any and all capacities (until revoked intimg), to sign any and :
amendments (including postfective amendments) to this Registration Statéraed to file the same with all exhibits theretodather documents in connection therewith,
the Securities and Exchange Commission, grantirtg said attorney-irffact and agent full power and authority to do ardfgrm each and every act and thing requisite
necessary to be done as fully for all intents amghpses as he might or could do in person, heratifying and confirming all that said attorneyfmet and agent, or is substitute
substitutes, may lawfully do or cause to be doneiliye hereof.

Pursuant to the requirements of the Securitiesofd933, as amended, this Registration Statemenbban signed below by the following persons incidygacities ar
on the dates indicated.

Signature Title Date

[s/ David B. McWilliams President, Chief Executive Officer and June 21, 2006
David B. McWilliams Director (principal executive officer)
/s/ C.William Rouse Chief Financial Officer June 21, 2006
C. William Rouse (principal financial and accounting officer)
* Director June 21, 2006
Gregory H. Bailey

* Director June 21, 2006

Scott B. Seaman

[s/ David Hung Director June 21, 2006



David Hung

/sl Michael Richman
Michael Richman

* By: /s/ David B. McWilliams
David B. McWilliams

Director

Signature Page for
Form SB-2 POS #4- Registration Statement

June 21, 2006



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&RM

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

(formerly PharmaFrontiers Corp.)

The Woodlands, Texas

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

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

June 21, 2006

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



