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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2009

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number: 001-33004

-

Opexa Therapeutics, Inc.

(Exact Name of Registrant as Specified in Its Glrart

Texas 76-033316E
(State or Other Jurisdiction (IRS Employel
Incorporation or Organizatiot Identification No.)
2635 N. Crescent Ridge Drive, The Woodlands, Tt 77381
(Address of Principal Executive Office (Zip Code)

Registrant’s Telephone Number, Including Area C¢de1) 2729331
Securities registered pursuant to Section 12(hefAct:

Title of Each Class Name of Each Exchange on Which Registere
Common Stock, $.01 par value per st The NASDAQ Stock Market LL(
Series E Common Stock Purchase Warr The NASDAQ Stock Market LL(

Securities registered pursuant to Section 12(gh®fct: None
Indicate by check mark if the registrant is a walbwn seasoned issuer, as defined in Rule 405c08#turities Act.  Yed No ™

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes[ No
4

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was requdile such reports) and (2) has been
subject to such filing requirements for the pasti@s. Yes™ No O

Indicate by check mark whether the registrant lésnstted electronically and posted on its corpo¥ath site, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation Sduring the preceding 12 months (or for such srguerioc
that the registrant was required to submit and posh files). YesO No O

Indicate by check mark if disclosure of delinquigletrs pursuant to Item 405 of Regulation S-K i¢ ocontained herein, and will not be
contained, to the best of registrant’s knowledge]dfinitive proxy or information statements incorated by reference in Part 1l of this Form
10-K or any amendment to this Form 10-i

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (check one):

O Large accelerats O Accelerate O Non-accelerated filer M  Smaller reportin

filer filer company
(Do not check if a smaller reporti

company)



Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). YesO No M

The aggregate market value of the voting and namga@ommon equity held by non-affiliates of thgisgrant as of June 30, 2009 based
upon the closing price as of such date was $5,080,5

As of March 1, 2010, 15,527,322 shares of the tegiss common stock, par value $0.01 per sharee watstanding.
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Forward Looking Statements

Statements contained in this report, other thatesteents of historical fact, constitute “forward-king statements.” The words
“expects,” “believes,” “anticipates,” “estimates,™may,” “could,” “intends,” and similar expressionsare intended to identify forward-
looking statements. In particular, these forwardkng statements may be found, among other placegr the headings “Business,” “Risk
Factors” and “Management’s Discussion and Analysis of Fical Condition and Results of Operations.” Theseviard-looking statements
do not constitute guarantees of future performatmesstors are cautioned that statements whichnatestrictly historical statements,
including, without limitation, statements regardiagrrent or future financial payments, returns, atties, performance and position,
management’s strategy, plans and objectives faréubperations, plans and objectives for produatedepment, plans and objectives for
present and future clinical trials and results ath trials, plans and objectives for regulatory apyal, litigation, intellectual property, produ
development, manufacturing plans and performaned,maanagement’s initiatives and strategies, camstiforward-looking statements. Such
forward-looking statements are subject to a number ofraskd uncertainties that could cause actual redoltdiffer materially from those
anticipated. These risks and uncertainties inclumg,are not limited to, those risks discussedRisk Factors,” as well as, without limitation,
risks associated with: the success of third pagyedopment and commercialization efforts with respe products covered by intellectual
property rights transferred by the Company, thecess of third party patent prosecution efforts wébpect to such products, the ability of
Company to enter into and benefit from a partnedngngement for the Company’s product candidate;akin® , on reasonably satisfactory
terms (if at all), and the Company’s dependencpdifnered) on the resources and abilities of aastmer for the further development of
Tovaxin, the Company’s ability to compete with &tdetter financed pharmaceutical and biotechnglogmpanies, new approaches to the
treatment of its targeted diseases, the Compamysaation of incurring continued losses, the Conysmuncertainty of developing a
marketable product, the Company’s ability to raasklitional capital to continue its treatment deyeteent programs, the success of the
Company'’s clinical trials, the Company'’s abilitydevelop and commercialize products, the Compaatyilgty to obtain required regulatory
approvals, the Company’s compliance with all Food ®rug Administration regulations, the Companyslity to obtain, maintain and
protect intellectual property rights for its prods¢the risk of litigation regarding the Compi's intellectual property rights, the Company’s
limited manufacturing capabilities, the Company&pdndence on third-party manufacturers and valweddesellers, the Company’s ability
to hire and retain skilled personnel, the Compamwghkatile stock price, and other risks detailedtmfilings with the Securities and Exchange
Commission. These forward-looking statements speBkas of the date of this report. The Companyia&s no obligation or undertaking to
update or revise any forwardoking statements contained herein to reflect @mnges in its expectations with regard theretamy change i
events, conditions or circumstances on which aeh statement is based. You should, however, readghtional disclosures the Company
makes in the reports it files with the SEC.
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PART I

Item 1. Business
Overview

Unless otherwise indicated, we use “Opexa,” “thenPany,” “we,” “our” and “us” in this annual repdu refer to the businesses of
Opexa Therapeutics, Inc.

We are a biopharmaceutical company developing pafized cellular therapies with the potential atrmajor illnesses, including
multiple sclerosis (MS). These therapies are baseour proprietary T-cell technology. The infornoatidiscussed related to our product
candidates is preliminary and investigative. Owdpict candidates are not approved by the Food ang Administration (FDA).

Our lead product candidate, Tova®in , is a perspedlT-cell therapeutic vaccine licensed from Baylollege of Medicine, which is in
clinical development for the treatment of MS.

Opexa was incorporated in Texas in March 1991. @imcipal executive offices are located at 2633 kescent Ridge Drive, The
Woodlands, Texas 77381, and our telephone numi2siy 272-9331.

T-Cell Therapy

MS is the result of a person’s own T-cells attagkime myelin sheath that coats the nerve cella®tentral nervous system (CNS).
Tovaxin consists of attenuated patient-specific Iinyeactive T-cells (MRTCs) against peptides frorme or more of the primary proteins on
the surface of the myelin sheath (myelin basicggmotMBP), proteolipid protein (PLP) and myelinggdendrocyte glycoprotein (MOG)).
Patient-specific MRTCs are expanded in culture wiihcific peptides identified by our proprietargag of the patient’s peripheral blood. The
cells are then attenuated, or weakened, by ganraxiadtion, and returned to the patient as a subeotas injection. Although further testing is
necessary, results from our initial human trialpegy to indicate that these attenuated T-cellsscansmmune response directed at the
autoreactive T-cells in the patient’s body, resgitin a reduction in the level of harmful T-cells.2008, we completed an FDA cleared Phase
IIb clinical trial of Tovaxin which enrolled 150-pants. The trial was entitled, A Multicenter, Rangized, Double-Blind, Placebo-Controlled
Study of Subcutaneous Tovaxin in Subjects with iCéilty Isolated Syndrome or Relapsing Remitting ¢ Sclerosis (Tovaxin for Early
Relapsing-Remitting MS, “TERMS").

The TERMS study was a Phase Ilb multi-center, rarided, double blind, placebo-controlled trial inDl@atients with Relapsing-
Remitting Multiple Sclerosis (RRMS) or high riskidtally Isolated Syndrome (CIS). The study inval\# 1 randomization with 100 patients
receiving Tovaxin and 50 receiving placebo. Accogdio the study protocol, patients received a totdive subcutaneous injections at week
4, 8, 12 and 24. Top-line data from the TERMS tgads follows:

* Annualized relapse rate (ARR) for Tova-treated patients was 0.214 as compared to 0.338doeb«treated patients, whic
represented a 37% decrease in ARR for Tovaxin agpaced to placebo in the general populat

» For patients who had more active disease as iredidat a prospective subgroup of patients with afRARIn the year prior to the
study, Tovaxin demonstrated a 55% reduction in ARBRompared to placebo; and an 87% reduction apselrate was observed in
Tovaxin patients in this population compared tacpla during the 24 week period following the adstiation of the full course of
treatment (p=0.039

» Patients who had an ARR>1 at study entry demomrstratstatistically significant improvement in digi&yscore as measured by
Expanded Disability Status Scale (EDSS) (p =0.0d6patients
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treated with Tovaxin as compared to those receiplagebo. The EDSS score is a measure of disakdlitging from ~10. In
addition, 28.1% of the Tovaxin patients showedraprovement in EDSS of at least one point as conaptar®.6% in the placebo

group.
» Patients who had an ARR>1 at study entry and westdd with Tovaxin experienced an 88% reductidor&in atrophy and a 59%
reduction in absolute-2 lesion volume as compared to place

» Tovaxin was safe and well tolerated with no seriadigerse events related to Tovaxin treatment. Th&t common adverse eve
was injection site irritation which was generalljidrand transient

Further analysis of the TERMS clinical study of Jg#ients with RRMS evaluated those patients witlanualized relapse rate of
greater than or equal to one at study entry (ARB. More than 83% of the Tovaxin-treated group B=@&mained relapse free at one year and
the annualized relapse rate after treatment demiigas).20, a 42% reduction compared to placebe.r&sults of this expanded analysis
confirm those found in the previously-reported pestocol analysis of patients in the TERMS studthwRR>1. Thispost-hocanalysis, whic
represents 86% of the total patient populatiom&éTERMS study, was conducted to evaluate Tovagatient among study patients with the
same baseline disease activity that is being tadgietr inclusion in future clinical studies. Alomgth a marked reduction in relapses, 73% o
Tovaxin-treated patients with ARR1 showed stabilization or improvement in MS dis@hiincluding 16.5% with a sustained improvement i
their EDSS score of at least one full point. On MiRé Tovaxin-treated group also demonstrated actéxh in brain atrophy and fewer
inflammatory brain lesions that progressed to “blaocles,” as compared to the placebo-treated grorgatment with Tovaxin was well
tolerated, with no serious adverse events repantady Tovaxin-treated patient.

Tovaxin is a personalized T-cell vaccine based pateent’s individual immunologic profile. Detailéghmunology data analysis from the
TERMS trial indicate that Tovaxin can successfillguce changes in T-cell reactivity to all thremyted myelin antigens implicated in the
autoimmune attacks causing neurologic damage inTW8se changes appear epitope-specific, are sedtiinsix months or more, and match
each patient’s Tovaxin formulation. Tovaxin is hobadly immunosuppressive, an important featurgsdavorable safety profile.

Other Opportunities

Our proprietary T-cell technology has enabled udeeelop intellectual property and a comprehensaraple database that may enable
discovery of novel biomarkers and other relevaiptides to be used to treat MS patients.

Stem Cell Therapy

In August 2009, we entered into an exclusive agexgmwith Novartis for the further development of oovel stem cell technology. This
technology, which has generated preliminary dataviiig the potential to generate monocyte derive eells from peripheral blood
mononuclear cells, was in early preclinical develept at Opexa. Under the terms of the agreememnais acquired the stem cell technology
from us and Novartis will have full responsibilfiyr funding and carrying out all research, develeptrand commercialization activities. To
date we have received $3.5 million from Novartiswbiich $3 million was attributable to an upfronshgayment and $0.5 million resulted
from the completion of the first of two technologgnsfer milestones. We are eligible to receivadditional $0.5 million technology transfer
fee upon the completion of the second technologysfier milestone. We are also eligible to receestain clinical and commercial milestone
payments as well as royalty payments from the aladay products resulting from the use of the tetbgy and we retain an option on certain
manufacturing rights.
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Our T-Cell Platform
Multiple Sclerosis—Background

In the U.S., approximately 400,000 people suffemfiMS, a chronic progressive autoimmune diseasiegeo€NS that is caused by myelin
autoreactive T-cells progressively eroding the nmyilat surrounds and insulates nerve fibers obtlagn and spinal cord resulting in varying
amounts of disability. Globally, there are approatety 2.5 million MS patients representing a drugrket of approximately $9 billion in 2008.
The U.S. market accounted for slightly more tharpéient of global MS drug sales in 2008. The M®ydnarket is forecasted to reach as
much as $16 billion by 2016.

MS remains a challenging autoimmune disease toliexause the pathophysiologic mechanisms aresdivand the chronic,
unpredictable course of the disease makes it diffio determine whether the favorable effectshafrsterm treatment will be sustained.
Therapies that are easy to use and can safelymgrerstop the progression of disease represergrésest unmet need in MS.

In recent years, the understanding of MS pathogehes evolved to comprise an initial, T-cell-meedainflammatory activity followed
by selective demyelination (erosion of the myelating of the nerve fibers) and then neurodegeioerathe discovery of disease-relevant
immune responses has accelerated the developmtamgefed therapeutic products for the treatmetit@early stages of MS.

Some subjects, who have the appropriate genetlkgbaund, have increased susceptibility for ithh@ivo activation and expansion of
myelin autoreactive T-cells. These myelin autori@act-cells may remain dormant, but at some pdiaytare activated in the periphery, thus
enabling them to cross the blood-brain barrier (BBBd infiltrate the healthy tissue of the braii apinal cord. The cascade of pathogenic
events leads to demyelination of axons, which canseve impulse transmissions to diffuse into tbsue resulting in disability to the subject.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the markenaostly palliative and generally work by modulatimr suppression of the immune
system. These therapies for MS are dominated leg tfurms of interferon that when used as therapéegiire frequent subcutaneous or
intramuscular injections (Avonex , Betasefon anbiRe). Copaxone® is an immunomodulator that is adstémed daily. Novantrone
(mitoxanthrone) is an immunosuppressive drug thatordy be given four times per year with a lifetitimait of 8 to 12 doses. All of the curre
therapies only claim to slow the progression of 8 present significant patient compliance chalsrigecause of the dosing schedule, lirr
decrease in relapse rate and side effects pratile.interferon formulations produce severe flu-Egenptoms, injection site reactions, infection
and neutralizing antibodies (ranging from 5% to 4%Bat limit the efficacy of treatment. Copaxdhe usas significant injection site reactions;
while Novantrone® causes infections, bone marrow suppression, nahagahinning, bladder infections, and mouth sofidsese drugs must |
administered daily to weekly. Tysalri , a selectddesion molecule inhibitor (an alpha 4 integnitagonist), represents another class of MS
drugs that works by preventing immune system déls crossing the BBB and from moving into the CN'$sabri® requires a once per mot
infusion and has been reintroduced to the market béing originally withdrawn in 2005 based oresaiconcerns over several patient deaths
due to a virally mediated brain inflammation.

Tovaxin for Multiple Sclerosis

We believe that Tovaxin works selectively on theetityautoreactive T-cells by harnessing the bedidtural immune defense system
feedback mechanisms to deplete these T-cells ahaénfavorable immune regulatory responses by aebaig the immune system. Tovaxin is
manufactured by taking the MRTCs from the bloogyaemding them to a therapeutic da@sevivo, and attenuating them with gamma irradia
to prevent DNA replication. These attenuated MR&€sthen injected subcutaneously into the bodiénapeutic
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dosages. The body recognizes specific T-cell recepblecules of these MRTCs as foreign and moumimianune response reaction against
them, not only destroying the injected attenuatdRili@s, but also the circulating, myelin autoreaciiveells carrying the peptide-specific T-
cell receptor molecules. In addition, T-cell activa molecules on the surface of the activated MRTi€ed as vaccine induce favorable
immune regulatory responses, which promote anl@sinfatory responses. Because the therapy usesliagitiral's own cells, the only directly
identifiable side effect, observed thus far, i®ation site reactions which typically are minor gyaherally clear within 24 hours.

We believe that this technology platform may happligations in other T-cell mediated autoimmunesdises such as Crohn’s disease,
psoriasis, rheumatoid arthritis and Type 1 diabetes

Tovaxin Manufacturing

We manufacture Tovaxin in our own current Good Maaturing Practice (“cGMP”) facility. The technolpgsed to produce Tovaxin is
similar to that of traditional microbial vaccinetmology, where the pathogen (or the attenuatedatesme) is used to derive the protective
antigens necessary to induce protective immuneress.

Personalized Therapy

Tovaxin is a personalized autologous immunothethpyis not only manufactured for every individpatient but also is tailored to
match each patient’s evolving disease profile.reppring Tovaxin for a patient, the patient-spedifiRTCs causing the disease are isolated
from the blood and expanded in culture with spe@&ptides identified by assaying peripheral blowmhonuclear cell (PBMC) reactivity
against 109 peptides derived from MBP, MOG and RLt#Ae presence of antigen-presenting cells andtigréactors. MRTCs are expanded in
culture to therapeutic levels and cryopreserveidrBo use, the MRTCs are expanded, formulated,atahuated (by irradiation) to render tf
unable to replicate but viable for therapy. Thesenaated T-cells are administered in a define@dugle of five subcutaneous injections.
Patients will be treated with a new vaccine seffies subcutaneous injections) each year baseti@indltered disease profile or epitope shift.

Tovaxin Safety and Tolerability

It is believed that Tovaxin treatment selectivelygets and depletes the pathogenic T-cell populalidas not a general immune
suppressant and, accordingly, is not associatddtivi serious side effects seen by those MS treasntieat function by systemically
suppressing the immune system. In clinical trisisducted to date, there have been no serious &deeests associated with Tovaxin
treatment. We believe that this favorable safetfilgr may be an important advantage as patient siange represents a significant challenge
due to serious side effects associated with mamgiotly available and in development MS treatments.

Clinical Development of Tovaxin

During 2009, we continued to analyze the data floenTERMS Phase Ilb study, which was completedi®82 and we evaluated options
for the further clinical development of Tovaxin. Wave been engaged in certain activities with retsfpesuch further clinical development,
with a key aspect of our strategy with respectdgakin being to possibly seek a collaboration veithartner. The nature and extent of the
further clinical development of Tovaxin may thusduistantially influenced by a potential stratqgactner, if applicable, and will in any event
depend upon access to resources such as necemsgaay.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our tedlogies is critical to the development of our besis. We will continue to protect our
intellectual property through patents and otherapate means. We rely upon
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trade-secret protection for certain confidential pnoprietary information and take active meastwesontrol access to that information. We
currently have non-disclosure agreements withfatiun employees, consultants, vendors, advisorycboembers and contract research
organizations.

The initial T-cell vaccination technology was origlly discovered by Dr. Jingwu Zang of Baylor Cgkeof Medicine in Houston, Texas.
Baylor granted Opexa an exclusive, worldwide rigihdl license to use, develop, make, have made, maglk offer to sell and otherwise
commercially exploit the technology, licensed paanding products and licensed patent productex®pas since expanded the patent
portfolio related to Tovaxin and T-cell technologith additional applications, from which severatgrds have issued. There is also substantial
proprietary know-how surrounding the Tovaxin depeh@nt and manufacturing processes that remairggla fecret. Consequently, we
consider barriers to entry in this field, relatieeTovaxin, to be high.

Our patent portfolio tracks our scientific develgam programs in autoimmune disease treatments,amithitial focus on MS. We belie
that our scientific platform is adaptable in thay @isease with known specific antigens, such auRfatoid Arthritis, may be a candidate for
treatment, and we believe that our patent straiteggadily extendable to encompass these additindaations. As the MS clinical trials for
Tovaxin have progressed, new patent applicatiome baen filed to reflect the specificity and vayrief antigens that have been discovered.

Competition

The development of therapeutic agents for humagadisis intensely competitive. Major pharmaceutioatpanies currently offer a
number of pharmaceutical products to treat MS ghdradiseases for which our technologies may béicgippe. Many pharmaceutical and
biotechnology companies are investigating new deugktherapeutic approaches for the same purpabkéd) may achieve new efficacy
profiles, extend the therapeutic window for sucbduorcts, alter the prognosis of these diseasesgwept their onset. We believe that our
products, when and if successfully developed, edgthpete with these products principally on the dasimproved and extended efficacy and
safety and their overall economic benefit to thaltiecare system. We expect competition to incrédgebelieve that our most significant
competitors will be fully integrated pharmaceuticempanies and more established biotechnology coi@paSmaller companies may also be
significant competitors, particularly through ctiltaative arrangements with large pharmaceuticaiaechnology companies. Some of our
primary competitors in the current treatment of] anthe development of treatments for, MS inclBiegen-ldec, Elan, Merck-Serono, Teva,
Bayer/Schering AG and Novatrtis.

Sales and Marketing

We may choose to partner with large biotech or pla@eutical companies for sales and marketing,dfwlnen applicable, or alternative
develop our own sales force to market our MS teidpy products in the U.S. Given the concentraifodS treatment among a relatively
small number of specialized neurologists in the.lUs® believe that a modest size sales force woalsufficient to market the MS products in
the U.S.

We would consider partnering with large biotech phdrmaceutical companies, if and when applicablassist with marketing and sa
of our MS T-cell therapy products outside the U.S.

Government Regulation

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

In the U.S., pharmaceuticals, biologicals and nedievices are subject to FDA regulation. The Faldeood, Drug and Cosmetic Act,
amended, and the Public Health Service Act, as detkrthe regulations promulgated thereunder, amef d¢deral and state statutes and
regulations govern, among other things, the
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testing in human subjects, manufacture, safeticeady, labeling, storage, export, record keepipgraval, marketing, advertising and
promotion of our potential products. Product depatent and approval within this regulatory framewtakes a number of years and involves
significant uncertainty combined with the expenditof substantial resources.

FDA Approval

We will need to obtain FDA approval of any therapeproduct we plan to market and sell. The FDA wiily grant marketing approval
if it determines that a product is both safe ardatiive. The testing and approval process will reggubstantial time, effort and expense. The
steps required before our potential products maypaeketed in the U.S. include:

Preclinical Laboratory and Animal Test8reclinical tests include laboratory evaluationhaf product candidate and animal studies in
specific disease models to assess the potentetysaid efficacy of the product candidate and oumfilation as well as the quality and
consistency of the manufacturing process.

Submission to the FDA of an Investigational Newd#pplication, or IND, Which Must Become EffecBefore U.S. Human Clinical
Trials May Commencé&.he results of the preclinical tests are submittetthe FDA, and the IND becomes effective 30 dajlewWing its receip
by the FDA, as long as there are no questions gtgdor delay or objections from the FDA. The smorof an IND must keep the FDA
informed during the duration of clinical studiesaigh required amendments and reports, includingrse event reports.

Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Prodiemididate Clinical trials, which
test the safety and efficacy of the product in hanspare conducted in accordance with protocolsdbtil the objectives of the studies, the
parameters to be used to monitor safety and tlheae¥f criteria to be evaluated. Any product cantdidedministered in a U.S. clinical trial must
be manufactured in accordance with cGMP. Each pobie submitted to the FDA as part of the IND.

The protocol for each clinical study must be apprblay an independent Institutional Review BoardRB, at the institution at which tt
study is conducted, and the informed consent giatlicipants must be obtained. The IRB will coesjcamong other things, the existing
information on the product candidate, ethical festthe safety of human subjects, the potentiakfitsnof the therapy and the possible liability
of the institution.

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

* In Phase I, product candidates are typically iniazdl into healthy human subjects or into selecédigipt populations (i.e., patients
with a serious disease or condition under studgleuphysician supervision) to test for adversetieas, dosage tolerance,
absorption and distribution, metabolism, excretiod clinical pharmacolog

» Phase Il involves studies in a limited populatidémpatients with the disease or condition understodi) determine the efficacy
the product candidates for specific targeted irtéhioa and populations, (ii) determine optimal desagd dosage tolerance and
(iii) identify possible and common adverse effeatsl safety risks. (Phase 1l may divided into Phsand Phase IIb studies to
address these issues.) When a dose is chosencandidate product is found to have preliminary enize of effectiveness, and to
have an acceptable safety profile in Phase |l ex@mos, Phase I trials begi

» Phase lll trials are undertaken to develop additisafety and effectiveness information from anaexted patient population,
generally at multiple study sites. This informatmitained is used to develop a better understarafitige risks and benefits of the
product candidate, and to determine appropriateitadpfor use

Based on clinical trial progress and results, tBé Fnay request changes or may require discontireianthe trials at any time if
significant safety issues arise.
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Submission to the FDA of Marketing Authorizatiorphgations and FDA Reviewhe results of the preclinical studies and clingtaldies
are submitted to the FDA as part of marketing applrauthorization applications such as New Drug ligagions (NDAS) or Biologics License
Applications (BLAs). The FDA will evaluate such dipptions for the demonstration of safety and dffemess. A BLA is required for
biological products subject to licensure underRiblic Health Service Act and must show that thelpct is safe, pure and potent. In addition
to preclinical and clinical data, the BLA must caintother elements such as manufacturing matesibility data, samples and labeling. FDA
approval of a BLA is required prior to commercialesor shipment of a biologic. A BLA may only bepapved once the FDA examines the
product and inspects the manufacturing establishitoesssure conformity to the BLA and all appli@abtgulations and standards for biolog

The time for approval may vary widely dependingtloa specific product and disease to be treatedaandnber of factors, including the
risk/benefit profile identified in clinical trialghe availability of alternative treatments, and #everity of the disease. Additional animal stsidie
or clinical trials may be requested during the Fi2&iew period, which might add substantially to theiew time.

The FDA’s marketing approval for a product is limited te theatment of a specific disease or conditiorpecgied populations in certa
clinical circumstances, as described on the apprtakeeling. The approved use is known as the “mtihe.” After the FDA approves a product
for the initial indication, further clinical trialsiay be required to gain approval for the use efftoduct for additional indications. The FDA
may also require post-marketing testing (Phaseuidies) and surveillance to monitor for adversea#, which could involve significant
expense. The FDA may also elect to grant only ¢l approval.

Interaction with the FDA During the Application aieview Proces&enerally, early interaction and ongoing commutdacatvith the
FDA can facilitate the testing and approval prodgskelping to clarify FDA expectations, obtain FI@&idance and directions, and resolve
disputed issues. In addition, expectations carobedlized in a “Special Protocol Assessment,” inalilthe FDA provides official evaluation
and guidance on proposed protocols for pivotal Phihglinical trials. An SPA documents the FDA'graement that the design and plan
analysis of the Phase Il study adequately addsesisiectives in support of a regulatory submissioch as a BLA.

Ongoing Compliance Requirements
Even after product approval, there are a numbengbing FDA regulatory requirements, including:
* Registration and listing
» Regulatory submissions relating to changes in at\DBLA (such as the manufacturing process orliabgand annual report
* Adverse event reporting
» Compliance with advertising and promotion restoics that relate to drugs and biologi
» Compliance with GMP and biological product standgglibject to FDA inspection of facilities to deténe compliance); an

» Compliance with “Good Tissue Practice” regulaticass applicable. (As defined by regulation, “humalh, ¢issue and cellular and
tissue-based products” (HCT/P), which are subjetdditional regulatory requirement, include stetiscthat are progenitors of
blood cells; however, the FDA makes no explicitestzent in the regulations regarding the inclusibatber types of stem cells

Other Regulations

In addition to safety regulations enforced by tiBAF-we are also subject to regulations under theupational Safety and Health Act, 1
Environmental Protection Act, the Toxic Substan€estrol Act and
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other present and potential future foreign, fedestalte and local regulations. For instance, prochanufacturing establishments located in
certain states also may be subject to separatéateguand licensing requirements.

Outside the U.S., we will be subject to regulatitiret govern the import of drug products from th& Lbr other manufacturing sites and
foreign regulatory requirements governing humaniciil trials and marketing approval for our produdthe requirements governing the
conduct of clinical trials, product licensing, prig and reimbursements vary widely from countrgaantry. In particular, the European Union
is revising its regulatory approach to high tecbdurcts, and representatives from the U.S., Japaduth&nEuropean Union are in the process of
harmonizing and making more uniform the regulatifarghe registration of pharmaceutical productthiese three markets.

Research and Development

Research and development expenses for the yeagd &atember 31, 2009 and 2008 were approximately$itlion and $8.4 million,
respectively, mainly reflecting the costs of Phidiseslinical trials for Tovaxin.

Organizational History

We are a development-stage company and have adimfierating history. Our predecessor companyiriantial reporting purposes was
formed on January 22, 2003 to acquire rights taduit stem cell technology. In November 2004, wguéred Opexa Pharmaceuticals, Inc. and
its MS treatment technology. In 2009, Novartis Iteceuticals acquired our stem cell technology. €hly, we remain focused on developing
our T-cell technology for MS. To date, we have generated any commercial revenues from our opesatids we continue to execute our
business plan, we expect our development and dpgratpenses to increase.

Employees

As of March 1, 2010, we had 10 full-time employea& believe that our relations with our employeesgnod. None of our employees
is represented by a union or covered by a collediargaining agreement.

Available Information

We are subject to the information and reportingiirements of the Securities Exchange Act of 1934he Exchange Act, under which
we file periodic reports, proxy and informationtstaents and other information with the United St&ecurities and Exchange Commissiol
SEC. Copies of the reports, proxy statements amek ahformation may be examined without chargéatRublic Reference Room of the SEC,
100 F Street, N.E., Room 1580, Washington, D.C482056r on the Internet at http://www.sec.gavopies of all or a portion of such materials
can be obtained from the Public Reference Roorhe@BEC upon payment of prescribed fees. PleastheaEC at 1-800-SEC-0330 for
further information about the Public Reference Room

Financial and other information about Opexa is labé on our websiteyww.opexatherapeutics.con). Information on our website is
not incorporated by reference into this report. Méke available on our website, free of charge,eopf our annual report on Form 10-K,
guarterly reports on Form 10-Q, current report§$orm 8-K, and amendments to those reports filefdimished pursuant to Section 13(a) or 15
(d) of the Exchange Act as soon as reasonablyipadté after filing such material electronicallyatherwise furnishing it to the SEC. Copies
are available in print to any Opexa stockholderrupmuest in writing to Attention: Investor Relaitiy Opexa Therapeutics, Inc., 2635 N.
Crescent Ridge Drive, The Woodlands, TX 77381.

Iltem 1A. Risk Factors.

Investing in our common stock and warrants involvésgh degree of risk. You should consider thiefohg risk factors, as well as oth
information contained or incorporated by referenigehis report, before deciding to invest in ounomon stock or warrants. The following
factors affect our business and the industr
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which we operate. The risks and uncertainties dbsdrbelow are not the only ones we face. Additidsks and uncertainties not presently
known or which we currently consider immaterial nadso have an adverse effect on our businessylbathe matters discussed in the
following risk factors were to occur, our businefsisancial condition, results of operations, cakiwfs, or prospects could be materia
adversely affected, the market price of our comstook or warrants could decline and you could laker part of your investment.

Risks Related to Our Business

Our business is at an early stage of developmengt. &k largely dependent on the success of our lpextluct candidate, Tovaxin, and we
cannot be certain that Tovaxin will receive regutay approval or be successfully commercialized.

Our business is at an early stage of developmeatd®\hot have any product candidates in late-stigieal trials nor do we have any
products on the market. We are still in the eatidygss of identifying and conducting research oreiptial products. We have only one product
candidate, Tovaxin, which has progressed to ttgesthbeing studied in human clinical trials in theited States. This product candidate, and
any other potential products, will require regutgitapproval prior to marketing in the United Staaesl other countries. Obtaining such
approval requires significant research and deveéoprand preclinical and clinical testing. We may lo@ able to develop any products, to
obtain regulatory approvals, to continue clinicatelopment of Tovaxin, to enter clinical trials fary other product candidates, or to
commercialize any products. Tovaxin, and any oplmential products, may prove to have undesirabteumintended side effects or other
characteristics adversely affecting their safeffijc&cy or cost-effectiveness that could preventirit their use. Any product using any of our
technology may fail to provide the intended thetdajebenefits or to achieve therapeutic benefitsabtp or better than the standard of
treatment at the time of testing or production.

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

We have not generated any profits since our entrythe biotechnology business and we have incugigedficant operating losses. We
expect to incur additional operating losses forfireseeable future. We have not received, andoveotl expect to receive for at least the next
several years, any revenues from the commercializaf any potential products. We do not have amyees of revenues and may not have
in the foreseeable future.

Our ability to obtain necessary funding is uncertai

We anticipate that we will need to raise substéatigditional working capital to continue our opéwat beyond 2010. As we have no
external sources of debt or equity capital commifte funding, we must rely upon best efforts thirarty debt or equity funding and we can
provide no assurance that we will be successfahinfunding effort. The timing and degree of antfa capital requirements will depend on
many factors, including:

» our ability to establish, enforce and maintaintsigec arrangements for research, developmentgelitésting, manufacturing ai
marketing;

» the accuracy of the assumptions underlying oumesés for capital needs in 2010 and bey:

» scientific progress in our research and developmrygrams

» the magnitude and scope of our research and develujprograms

» our progress with preclinical development and chitrials;

» the time and costs involved in obtaining regulatapprovals

» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentatgianc
» the number and type of product candidates thatwrsue.

10
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If we raise additional funds through collaboratiandicensing arrangements with third parties, waymeed to relinquish some rights to
our product candidate Tovaxin, including commeizé&lon rights, which may harm our ability to gesierrevenues and achieve or sustain
profitability. If we raise additional funds by isag equity securities, stockholders may experiendestantial dilution. Debt financing, if
available, may involve restrictive covenants thatyrimpede our ability to operate our business. dalyt financing or additional equity that we
raise may contain terms that are not favorablestorwur stockholders.

If sufficient capital is not available we may nat &ble to continue operations as proposed, reguisrto modify our business plan, cut
various aspects of our operations or cease opesatio

Our independent auditor’s report in respect of 08008 fiscal year expressed substantial doubt abmuwt ability to continue as a going
concern, which may make raising capital more diftilt.

The report of our independent auditors in respétte@2008 fiscal year expressed substantial dabbtt our ability to continue as a
going concern. Specifically, it indicated an abseatobvious or reasonably assured sources ofditurding that will be required by us to
maintain ongoing operations. Subsequent to our #8068l year end, the going concern qualificatiomtr financial statements was removed
from our quarterly report on Form 10-Q for the qaaended June 30, 2009, as proceeds from a pofiaieng in May 2009 and a corporate
transaction in August 2009 were projected to preddfficient cash resources through December 2B&8ed upon a registered direct offering
of shares of our common stock and warrants to aeaquir common stock in December 2009, we are ctlyrprojected to have sufficient cash
reserves beyond December 2010. Although we have sieessfully funded to date by attracting invessio our equity and convertible debt
securities, there is no assurance that our capitsihg efforts will be able to attract the capitekded to sustain our operations beyond that
The conditions leading to the delivery of a regstn our auditors expressing substantial doubt abauvability to continue as a going concern
in respect of our 2008 financial year could retamg thus the existence of this prior report as agethe prospect of a similar future report may
make it more difficult for us to raise funds. If \aee unable to obtain additional funding for opierat, we may not be able to continue
operations as proposed, requiring us to modifybusiness plan, curtail various aspects of our dgjpasor cease operations. In such event,
investors may lose a portion or all of their invesnt.

We will depend on strategic collaborations with tliparties to develop and commercialize product datates, such as Tovaxin, and we may
not have control over a number of key elements tilg to the development and commercialization ofyasuch product candidate.

A key aspect of our strategy, including with reggecTovaxin, is to seek collaboration with a parrsuch as a large pharmaceutical
organization, that is willing to conduct latstage clinical trials and further develop and comuiadize a selected product candidate. To date
have not entered into any such collaborative asarent with respect to Tovaxin.

By entering into such as strategic collaboratioa,may rely on our partner for financial resourced for development, regulatory and
commercialization expertise. Our partner may faiflevelop or effectively commercialize our prodcandidate because they:

» do not have sufficient resources or decide noetmte the necessary resources due to internalreartstsuch as limited cash or
human resource

» decide to pursue a competitive potential produgetiped outside of the collaboratic

» cannot obtain the necessary regulatory appro

» determine that the market opportunity is not ativa¢ or

» cannot manufacture the necessary materials incgiti quantities from multiple sources or at a opable cost

11
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We may not be able to enter into a collaboratiauiding with respect to Tovaxin, on acceptable trifnat all. We face competition in
our search for partners from other organizationddwide, many of whom are larger and are able terahore attractive deals in terms of
financial commitments, contribution of human resas; or development, manufacturing, regulatoryoonrercial expertise and support.

If we are not successful in attracting a partnet emtering into a collaboration on acceptable temm@smay not be able to complete
development of, or commercialize any product caatdidincluding Tovaxin. In such event, our abitilygenerate revenues and achieve or
sustain profitability would be significantly hindget and we may not be able to continue operatiopsagmsed, requiring us to modify our
business plan, curtail various aspects of our djpermor cease operations.

We will need regulatory approvals for any produ@rdidate, including Tovaxin, prior to introductioto the market, which will require
successful testing in clinical trials. Clinical téls are subject to extensive regulatory requirengrand are very expensive, ti-consuming
and difficult to design and implement. Any producandidate, such as Tovaxin, may fail to achieve essary safety and efficacy endpoints
during clinical trials in which case we will be urtde to generate revenue from the commercializateomd sale of our products.

Human clinical trials are very expensive and diffico design and implement, in part because tmeysabject to rigorous FDA
requirements, and must otherwise comply with feldstate and local requirements and policies ofntleelical institutions where they are
conducted. The clinical trial process is also tioeasuming. We estimate that further clinical triglour lead product candidate, Tovaxin, will
take at least several additional years to complatghermore, failure can occur at any stage otiiaés, and we could encounter problems that
cause us to abandon or repeat clinical trials.cdmemencement and completion of clinical trials rhaydelayed by several factors, including:

» FDA or IRB objection to proposed protocc

» discussions or disagreement with the FDA over thegaacy of trial design to potentially demonsteftectiveness, and subsequ
design modifications

» unforeseen safety issu¢

» determination of dosing issues and related adjussn
» lack of effectiveness during clinical tria

» slower than expected rates of patient recruitn

e product quality problems (e.qg., sterility or puji

» challenges to patient monitoring and data collectiaring or after treatment (for example, patiefddure to return for follow-up
visits); and

» failure of medical investigators to follow our dflial protocols

In addition, we or the FDA (based on its authooitaer clinical studies) may delay a proposed ingasiton or suspend clinical trials in
progress at any time if it appears that the study pose significant risks to the study participantsther serious deficiencies are identified.
Prior to approval of our product the FDA must detiere that the data demonstrate safety and effewisg®e The large majority of drug
candidates that begin human clinical trials faitlemonstrate the desired safety and efficacy ctexsiics.

Furthermore, changes in regulatory requirementsgaitance may occur and we may need to amend alitrial protocols, or otherwise
modify our intended course of clinical developmeotreflect these changes, which may impact thésctiming or successful completion of a
clinical trial. In light of widely publicized evestconcerning the safety risk of certain drug presluegulatory authorities, members of
Congress, the U.S.

12
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Government Accountability Office, medical professits and the general public have raised concemmst glotential drug safety issues. These
events have resulted in the withdrawal of drug potsl revisions to drug labeling that further limgte of the drug products and establishment
of risk management programs that may, for instaresgrict distribution of drug products. The inged attention to drug safety issues may
result in a more cautious approach by the FDA tdadl trials. Data from clinical trials may receigreater scrutiny with respect to safety,
which may make the FDA or other regulatory autl@simore likely to terminate clinical trials befarempletion or require longer or additiol
clinical trials that may result in substantial gdial expense and a delay or failure in obtairdpgroval or approval for a more limited
indication than originally sought.

Even if we obtain regulatory approvals for any pratdcandidate, such as Tovaxin, that approval neagubject to limitations on the
indicated uses for which it may be marketed. Otlitalbo generate revenues from the commercial@aand sale of any potential products will
be limited by any failure to obtain necessary ratprly approvals.

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

Although we have participated in the design andagament of our past clinical trials, we do not htheeability to conduct clinical trials
directly for any product candidate, including TowaXVe will need to rely on contract research orgations, medical institutions, clinical
investigators and contract laboratories to conductclinical trials and to perform data collectiand analysis.

Our clinical trials may be delayed, suspended wnitgated if:

« any third party upon whom we rely does not sucediystarry out its contractual duties or regulatohligations or meet expected
deadlines

» any such third party needs to be replace
» the quality or accuracy of the data obtained bythiirel party is compromised due to its failure tthare to clinical protocols or
regulatory requirements or for other reasc

Failure to perform by any third party upon whomnely may increase our development costs, delaybility to obtain regulatory
approval and prevent the commercialization of amgpct candidate, including Tovaxin. While we bedi¢hat there are numerous alternative
sources to provide these services, we might nableeto enter into replacement arrangements wittlelatys or additional expenditures if we
were to seek such alternative sources.

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

Given that we have limited internal discovery céfiéds, our business over the long term is sultidy dependent on our ability to
license or acquire product candidates and furtbeeldp them for commercialization. The succes#$isfdtrategy depends upon our ability to
identify, select and acquire the right product ddatés. We have limited experience identifying, steging and implementing economically
viable product candidate acquisitions or licensdsch is a lengthy and complex process. Also, tlagket for licensing and acquiring product
candidates is intensely competitive, and many ofcompetitors have greater resources than we dan#jenot have the requisite capital
resources to consummate product candidate acquisitir licenses that we identify to fulfill ourategy.

Moreover, any product candidate acquisition thateweomplete will involve numerous risks, including
« difficulties in integrating the development progrémn the acquired product candidate into our exgstiperations
» diversion of financial and management resourca® fgisting operation:

13
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» risks of entering new potential markets or techgias;
* inability to generate sufficient funding to offsetquisition costs; an
» delays that may result from our having to perfomanticipated preclinical trials or other tests be product candidat

We are dependent upon our management team and allsmanber of employees.

Our business strategy is dependent upon the gkidsknowledge of our management team. If any etieployee leaves, we may be
unable on a timely basis to hire suitable replacegmt effectively operate our business. We alserate with a very small number of
employees and thus have little or no backup caipabilr their activities. The loss of the servia#fsany member of our management team o
loss of a number of other employees could havetanahadverse effect on our business and restiliperations.

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

Our business depends on licenses from third pafiesse third party license agreements impose atidigs on us, such as payment
obligations and obligations diligently to pursueelepment of commercial products under the licenssgénts. If a licensor believes that we
have failed to meet our obligations under a liceagg@ement, the licensor could seek to limit amtaate our license rights, which could leac
costly and time-consuming litigation and, potetyiah loss of the licensed rights. During the perid any such litigation, our ability to carry
out the development and commercialization of paaéptoducts could be significantly and negativaffected. If our license rights were
restricted or ultimately lost, our ability to camtie our business based on the affected technolatfpin could be adversely affected.

Our current research and manufacturing facility inot large enough to manufacture product candidatesich as Tovaxin, for clinical trials
or, if such clinical trials are successful, commeat applications.

We conduct our research and development in a 1&g08re foot facility in The Woodlands, Texas, Whiecludes an approximately 800
square foot suite of three rooms for the manufactdiT-cell therapies. Our current facility shotlave the capacity to support a U.S. pivotal
Phase lll trial for the development of Tovaxin M8. It is not sufficient, however, to support pdtehEuropean clinical studies, if required, or
the commercial launch of Tovaxin. In this case,wealld need to expand our manufacturing staff aeditia obtain a new facility or contract
with corporate collaborators or other third partiesissist with future drug production and comnaization.

In the event that we decide to establish a commlkesciale manufacturing facility, we will requirebstantial additional funds and will be
required to hire and train significant numbers mipéoyees and comply with applicable regulationsicivfare extensive. We do not have funds
available for building a manufacturing facility,dawe may not be able to build a manufacturing fgcthat both meets regulatory requirements
and is sufficient for our commercial-scale manufaci.

We may arrange with third parties for the manufeetaf our future products. However, our third-pasburcing strategy may not result in
a cost-effective means for manufacturing our fupineducts. If we employ third-party manufactureve, will not control many aspects of the
manufacturing process, including compliance byeéhb#d parties with cGMP and other regulatory iegments. We further may not be able
obtain adequate supplies from third-party manufactuin a timely fashion for development or comnaization purposes, and commercial
guantities of products may not be available fromtact manufacturers at acceptable costs.
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If any product we may eventually have is not aceapby the market or if users of any such produceamable to obtain adequate covera
of and reimbursement for such product from governnmend other third-party payors, our revenues antbfitability will suffer.

Our ability to successfully commercialize any prodwe may eventually have will depend in significpart on the extent to which
appropriate coverage of and reimbursement for poatiuct and any related treatments are obtained r@vernmental authorities, private
health insurers and other organizations, such ashheaintenance organizations, or HMOs. Thirdyppetyors are increasingly challenging the
prices charged for medical products and servicescs#not provide any assurances that third-pastgrgawill consider any product we may
eventually have cost-effective or provide coverafyand reimbursement for such product, in wholegrart.

Uncertainty exists as to the coverage and reimbuesé status of newly approved medical productssamdices and newly approved
indications for existing products. Thigharty payors may conclude that any product we mayteally have is less safe, less clinically effext
or less cost-effective than existing products, tirdi-party payors may not approve such productéerage and reimbursement. If we are
unable to obtain adequate coverage of and reimimensefor any product we may eventually have froirdtparty payors, physicians may lin
how much or under what circumstances they will griee or administer them. Such reduction or linitatin the use of any such product wc
cause sales to suffer. Even if third-party payoakereimbursement available, payment levels mapaaufficient to make the sale of any
such product profitable.

In addition, the trend towards managed health icatfee United States and the concurrent growthrgénizations such as HMOs, which
could control or significantly influence the pursleaof medical services and products, may resuisidequate coverage of and reimbursement
for any product we may eventually have. Many ttpedty payors, including in particular HMOs, are qing various ways to reduce
pharmaceutical costs, including, for instance,use of formularies. The market for any product wa/raventually have depends on access to
such formularies, which are lists of medicationsvitnich third-party payors provide reimbursemerte3e formularies are increasingly
restricted, and pharmaceutical companies facefgignt competition in their efforts to place thpioducts on formularies of HMOs and other
third-party payors. This increased competition ledsto a downward pricing pressure in the indusEhe cost containment measures that third-
party payors are instituting could have a matexihlerse effect on our ability to operate profitably

Any product candidate that we develop, such as ™waif approved for sale, may not gain acceptare@ong physicians, patients and tl
medical community, thereby limiting our potentiad tgenerate revenues.

Even if a product candidate, such as Tovaxin, g@ged for commercial sale by the FDA or other tatpry authorities, the degree of
market acceptance of any approved product candiyapdysicians, healthcare professionals and théndy payors, and our profitability and
growth, will depend on a number of factors, inchgli

» demonstration of efficacy

» relative convenience and ease of administra

» the prevalence and severity of any adverse sidetsf

» availability and cost of alternative treatmentg]iiling cheaper generic drug

» pricing and cost effectiveness, which may be suligeoegulatory control

» effectiveness of our or any of our partr’ sales and marketing strategi

» the product labeling or product insert requiredtoy FDA or regulatory authority in other countriasg
» the availability of adequate th-party insurance coverage or reimbursem
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If any product candidate that we develop does nmtige a treatment regimen that is as beneficighasurrent standard of care or
otherwise does not provide patient benefit, thatlpct candidate, if approved for commercial saléhgyFDA or other regulatory authorities,
likely will not achieve market acceptance and duility to generate revenues from that product cdatdi would be substantially reduced.

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

As a public company, we are required to comply it Sarbanes-Oxley Act of 2002, or SOX, as welu$ss and regulations
implemented by the SEC and The NASDAQ Stock Mafk&SDAQ). Changes in the laws and regulations aiffigcpublic companies,
including the provisions of SOX and rules adoptgdhe SEC and by NASDAQ, have resulted in, and edghitinue to result in, increased costs
to us as we respond to their requirements. Givenigtks inherent in the design and operation @frivdl controls over financial reporting, the
effectiveness of our internal controls over finahceporting is uncertain. If our internal contral® not designed or operating effectively, we
may not be able to issue an evaluation of ourmatecontrol over financial reporting as requiredaar or our independent registered public
accounting firm may determine that our internalteamver financial reporting was not effective.dddition, our registered public accounting
firm may either disclaim an opinion as it relatesrtanagemenrt’assessment of the effectiveness of our inteordtals or may issue an adve
opinion on the effectiveness of our internal colstaver financial reporting. Investors may losefaence in the reliability of our financial
statements, which could cause the market priceioEommon stock to decline and which could affestability to run our business as we
otherwise would like to. New rules could also makeore difficult or more costly for us to obtaiertain types of insurance, including
directors’ and officers’ liability insurance, andevinay be forced to accept reduced policy limits @meerage or incur substantially higher costs
to obtain the coverage that is the same or sirtolaur current coverage. The impact of these evemiid also make it more difficult for us to
attract and retain qualified persons to serve arboard of directors, our board committees, ane@gutive officers. We cannot predict or
estimate the total amount of the costs we may ioctine timing of such costs to comply with theskes and regulations.

Under the corporate governance standards of NASDA®ajority of our board of directors and each mendf our audit committee
must be an independent director. If any vacanaiesus board or our audit committee occur that rtedak filled by independent directors, we
may encounter difficulty in attracting qualifiedrpens to serve on our board and, in particular aodlit committee. If we fail to attract and
retain the required number of independent directeesmay be subject to SEC enforcement proceedingsielisting of our common stock
from the NASDAQ Capital Market.

Risks Related to Our Intellectual Property

Patents obtained by other persons may result irrimfement claims against us that are costly to dedeand which may limit our ability tc
use the disputed technologies and prevent us framsping research and development or commercialipatiof potential products, such as
Tovaxin.

If third party patents or patent applications cantdaims infringed by either our licensed techgyl@r other technology required to me
or use our potential products, such as Tovaxin,suuth claims are ultimately determined to be validre can be no assurance that we wou
able to obtain licenses to these patents at amah&ocost, if at all, or be able to develop orabtlternative technology. If we are unable to
obtain such licenses at a reasonable cost, we otdyerable to develop any affected product candjdatch as Tovaxin, commercially. There
can be no assurance that we will not be obligatkfend ourselves in court against allegations foinigement of third party patents. Patent
litigation is very expensive and could consume i@l resources and create significant unceitsnfn adverse outcome in such a suit ¢
subject us to significant liabilities to third piad, require disputed rights to be licensed froirdtparties, or require us to cease using such
technology.
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If we are unable to obtain patent protection ancher proprietary rights, our operations will be sigficantly harmed.

Our ability to compete effectively is dependent mpdtaining patent protection relating to our tembgies. The patent positions of
pharmaceutical and biotechnology companies, inolmdurs, are uncertain and involve complex andwwgllegal and factual questions. The
coverage sought in a patent application can beedeoni significantly reduced before or after theepats issued. Consequently, we do not know
whether pending patent applications for our tecbgwill result in the issuance of patents, omif assued patents will provide significant
protection or commercial advantage or will be anmented by others. Since patent applications ameesantil the applications are published
(usually 18 months after the earliest effectivindjldate), and since publication of discoveriethmscientific or patent literature often lags
behind actual discoveries, we cannot be certainttieeinventors of our owned or licensed intellatfaroperty rights were the first to make the
inventions at issue or that any patent applicatadirissue were the first to be filed for such ini@ms. There can be no assurance that patents
will issue from pending patent applications oiisgued, that such patents will be of commerciakfieto us, afford us adequate protection fi
competing products, or not be challenged or dedlarealid.

For our licensed intellectual property, we havetiét control over the amount or timing of resourttett are devoted to the prosecutiol
such intellectual property. Due to this lack of tohand general uncertainties in the patent prati@e process, we cannot be sure that any
licensed patents will be mature from licensed aapibns or, if they do, that they will be maintadnéssued U.S. patents require the payment of
maintenance fees to continue to be in force. Weasllicensors to do this and their failure to dacsuld result in the forfeiture of patents not
timely maintained. Many foreign patent offices alequire the payment of periodic annuities to keatents and patent applications in good
standing. As we do not maintain control over thgnpant of annuities, we cannot assure you thatioensors will timely pay such annuities
and that the granted patents and pending pateticajgns will not become abandoned. In additiom, kicensors may have selected a limited
amount of foreign patent protection, and therefpplications have not been filed in, and foreigtepts may not have been perfected in, all
commercially significant countries.

The patent protection of product candidates, sschaaaxin, involves complex legal and factual gioest To the extent that it would be
necessary or advantageous for any of our licertsasoperate or lead in the enforcement of ounBeel intellectual property rights, we cannot
control the amount or timing of resources suchnigmes devote on our behalf or the priority theycplan enforcing such rights. We may not be
able to protect our intellectual property rightaimgt third party infringement, which may be ditficto detect. Additionally, challenges may be
made to the ownership of our intellectual propeigits, our ability to enforce them, or our undertylicenses.

We cannot be certain that any of the patents issued or to our licensors will provide adequatet@ction from competing products. Our
success will depend, in part, on whether we odicansors can:

» obtain and maintain patents to protect our prodantlidates such as Tovax

« obtain and maintain any required or desirable Besrto use certain technologies of third partiéschvmay be protected by pater
» protect our trade secrets and kr-how;

« operate without infringing the intellectual propeand proprietary rights of othel

» enforce the issued patents under which we holdgjgmnd

« develop additional proprietary technologies that@atentable

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

* we or our licensor might not have been the firghtke the inventions covered by pending patentiegtjins or issued pater
owned by, or licensed to, L

» we or our licensor might not have been the firdileopatent applications for these inventio
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» others may independently develop similar or altéveaechnologies or duplicate any of the techni@sgwned by, or licensed 1
us;

» itis possible that none of the pending patentiapfbns owned by, or licensed to, us will resolidsued patent:

« any patents under which we hold rights may not jsl@wus with a basis for commercially viable prodychay not provide us wit
any competitive advantages or may be challengddiity parties as invalid, or unenforceable undes.Wr foreign laws; o

» any of the issued patents under which we hold sighdy not be valid or enforceable or may be circemted successfully in light of
the continuing evolution of domestic and foreignepa laws.

Confidentiality agreements with employees and otheray not adequately prevent disclosure of our &escrets and other proprietary
information and may not adequately protect our ifiectual property, which could limit our ability taompete.

We rely in part on trade secret protection in otdgorotect our proprietary trade secrets and wed knowhow. However, trade secr
are difficult to protect, and we cannot be certhigt others will not develop the same or similahtelogies on their own. We have taken steps,
including entering into confidentiality agreemewiish our employees, consultants, outside scientifitaborators and other advisors, to protect
our trade secrets and unpatented know-how. Thesemgnts generally require that the other party keafidential and not disclose to third
parties all confidential information developed hg fparty or made known to the party by us durimgcurse of the party’relationship with u
We also typically obtain agreements from theseiggmhich provide that inventions conceived byphety in the course of rendering services
to us will be our exclusive property. However, thagreements may not be honored and may not e#écassign intellectual property rights
to us. Further, we have limited control, if anyeothe protection of trade secrets developed byicemsors. Enforcing a claim that a party
illegally obtained and is using our trade secretsnmw-how is difficult, expensive and time consagiiand the outcome is unpredictable. In
addition, courts outside the United States mayebs Willing to protect trade secrets or know-hohe Tailure to obtain or maintain trade secret
protection could adversely affect our competitiesigon.

A dispute concerning the infringement or misappragtion of our proprietary rights or the proprietaryights of others could be tim
consuming and costly, and an unfavorable outcomailtbharm our business.

A number of pharmaceutical, biotechnology and otleenpanies, universities and research institutiene filed patent applications or
have been issued patents relating to cell therBglls, and other technologies potentially relévaror required by our product candidate
Tovaxin. We cannot predict which, if any, of sugpkcations will issue as patents or the claimg thight be allowed. We are aware of a
number of patent applications and patents claimgyof modified cells to treat disease, disordénjory.

There is significant litigation in our industry 1@gling patent and other intellectual property rsght/hile we are not currently subject to
any pending intellectual property litigation, arré aot aware of any such threatened litigationnveg be exposed to future litigation by third
parties based on claims that our product candidateh as Tovaxin, or their methods of use, manuifexgy or other technologies or activities
infringe the intellectual property rights of suttirdl parties. If our product candidates, such agaXm, or their methods of manufacture are
found to infringe any such patents, we may havgatosignificant damages or seek licenses under patemts. We have not conducted
comprehensive searches of patents issued to thitekg relating to Tovaxin. Consequently, no agseeaan be given that third-party patents
containing claims covering Tovaxin, its method séwr manufacture do not exist or have not beed &hd will not be issued in the future.
Because some patent applications in the Uniteé@Staty be maintained in secrecy until the patestssaued, and because patent applications
in the United States and many foreign jurisdictians typically not published until 18 months afiéng, we cannot be certain that others have
not filed patent applications that will mature into
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issued patents that relate to our current or fubnoeluct candidates that could have a materiatefifiedeveloping and commercializing one or
more of our product candidates. A patent holdetdptevent us from importing, making, using or isgjlthe patented compounds. We may
need to resort to litigation to enforce our intefieal property rights or to determine the scope\aiility of third-party proprietary rights.
Similarly, we may be subject to claims that we hianapropriately used or disclosed trade secretdhmr proprietary information of third
parties. If we become involved in litigation, itudd consume a substantial portion of our managaridifinancial resources, regardless of
whether we win or lose. Some of our competitors imagble to sustain the costs of complex inteledgtuoperty litigation more effectively
than we can because they have substantially gnestearces. We may not be able to afford the adigation. Any legal action against us
our collaborators could lead to:

» payment of actual damages, royalties, lost prgfissentially treble damages and attorneys’ feesgifare found to have willfully
infringed a third part's patent rights

* injunctive or other equitable relief that may effeely block our ability to further develop, comne@lize and sell our product

» we or our collaborators having to enter into liasrangements that may not be available on coniatigracceptable terms if at
all; or

» significant cost and expense, as well as distraafoour management from our busine

As a result, we could be prevented from commemiiadi current or future product candidates.

Risks Related to Our Industry
We are subject to stringent regulation of our procicandidates, such as Tovaxin, which could delawdlopment and commercialization.

We, our third-party contractors, suppliers andpeng, and our product candidates, such as Tovarsérsubject to stringent regulation by
the FDA and other regulatory agencies in the Untates and by comparable authorities in other trimsn None of our product candidates
be marketed in the United States until it has tsgproved by the FDA. No product candidate of o@s been approved, and we may never
receive FDA approval for any product candidate.abtimhg FDA approval typically takes many years agguires substantial resources. Even if
regulatory approval is obtained, the FDA may impsigaificant restrictions on the indicated usesiditions for use and labeling of such
products. Additionally, the FDA may require pospepval studies, including additional research aedetbpment and clinical trials. These
regulatory requirements may limit the size of therket for the product or result in the incurrentadditional costs. Any delay or failure in
obtaining required approvals could substantialjuae our ability to generate revenues.

In addition, both before and after regulatory apptowe, our partners and our product candidated) as Tovaxin, are subject to
numerous FDA requirements covering, among othegthitesting, manufacturing, quality control, lahg| advertising, promotion, distribution
and export. The FDA’s requirements may change ddiianal government regulations may be promulgaed could affect us, our partners
and our product candidates, such as Tovaxin. Givemumber of recent high profile adverse safegne/with certain drug products, the FDA
may require, as a condition of approval, costli ianagement programs, which may include safetyedllance, restricted distribution and
patient education, enhanced labeling, special gacgar labeling, expedited reporting of certaivexde events, preapproval of promotional
materials and restrictions on direct-to-consumeedtsing. Furthermore, heightened Congressionaitisy on the adequacy of the FDsAdrug
approval process and the agency’s efforts to asharsafety of marketed drugs resulted in the emact of legislation addressing drug safety
issues, the FDA Amendments Act of 2007. This legish provides the FDA with expanded authority oserg products after approval and the
FDA'’s exercise of this authority could result inales or increased costs during the period of prodagelopment, clinical trials and regulatory
review and approval, and increased costs to assan@liance with new post-approval regulatory regmients. We cannot predict the
likelihood, nature or extent of government regalatihat may arise from this or future legislatiaradministrative action, either in the United
States or abroad.
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In order to market any of our products outsidehef tnited States, we and our strategic partnerdiegnsees must establish and comply
with numerous and varying regulatory requiremeffitioer countries regarding safety and efficacypfgval procedures vary among countries
and can involve additional product testing and tolail administrative review periods and the tiraguired to obtain approval in other
countries might differ from that required to obt&DA approval. The regulatory approval processtirencountries may include all of the risks
detailed above regarding FDA approval in the Uni¢ates. Approval by the FDA does not automatideliyl to the approval of authorities
outside of the United States and, similarly, appidoy other regulatory authorities outside the EahiStates will not automatically lead to FDA
approval. In addition, regulatory approval in oweiatry does not ensure regulatory approval in arothut a failure or delay in obtaining
regulatory approval in one country may negativeipact the regulatory process in others. Our prodastlidates, such as Tovaxin, may not be
approved for all indications that we request, whighuld limit uses and adversely impact our potémtgalties and product sales. Such
approval may be subject to limitations on the iatéd uses for which any potential product may bekaetad or require costly, post-marketing
follow-up studies.

If we fail to comply with applicable regulatory ngéigements in the United States and other countaiegng other things, we may be
subject to fines and other civil penalties, del@yapproving or failure to approve a product, sispen or withdrawal of regulatory approvals,
product recalls, seizure of products, operatintrig®ns, interruption of manufacturing or clinidaals, injunctions and criminal prosecution,
any of which would harm our business.

We may need to change our business practices toptpwith health care fraud and abuse regulationsacour failure to comply with such
laws could adversely affect our business, finanotaindition and results of operations.

If we are successful in achieving approval to madke or more of our product candidates, our opmraiwill be directly, or indirectly
through our customers, subject to various statefeahelal fraud and abuse laws, including, with@uithtion, the federal Antkickback Statute
and False Claims Act. These laws may impact, anotimgr things, our proposed sales, marketing, andan programs.

The federal Anti-Kickback Statute prohibits persémasn knowingly and willfully soliciting, offeringreceiving or providing
remuneration, directly or indirectly, in exchange 6ér to induce either the referral of an indivijua the furnishing or arranging for a good or
service, for which payment may be made under a&tiealthcare program such as the Medicare andddiedorograms. Several courts have
interpreted the statute’s intent requirement tomteat if any one purpose of an arrangement inmglvemuneration is to induce referrals of
federal healthcare covered business, the statstbéen violated. The Anti-Kickback Statute is braad prohibits many arrangements and
practices that are lawful in businesses outsidb@healthcare industry. Recognizing that the AKitkback Statute is broad and may
technically prohibit many innocuous or beneficiabagements, Congress authorized the Departméteatth and Human Services, Office of
Inspector General, or OIG, to issue a series afletigns, known as the “safe harbors.” These safbdrs set forth provisions that, if all their
applicable requirements are met, will assure heatthproviders and other parties that they willmmprosecuted under the Anti-Kickback
Statute. The failure of a transaction or arrangerteefit precisely within one or more safe harbdogs not necessarily mean that it is illegal or
that prosecution will be pursued. However, conduntt business arrangements that do not fully sagiafyr applicable safe harbor may result in
increased scrutiny by government enforcement aitigsuch as the OIG. Penalties for violationgheffederal Anti-Kickback Statute include
criminal penalties and civil sanctions such asdjnmprisonment and possible exclusion from MedicMedicaid and other federal healthcare
programs. Many states have also adopted laws sitoithe federal Anti-Kickback Statute, some of ethapply to the referral of patients for
healthcare items or services reimbursed by anycepnot only the Medicare and Medicaid programs.

The federal False Claims Act prohibits persons flkarowingly filing or causing to be filed a falseth to, or the knowing use of false
statements to obtain payment from, the federal gowent. Suits filed under the False Claims Act,Wnas “qui tam” actions, can be brought
by any individual on behalf of the government and
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such individuals, sometimes known as “relators’noore commonly, as “whistleblowers,” may sharerig amounts paid by the entity to the
government in fines or settlement. The frequendjliofy of qui tam actions has increased signifittain recent years, causing greater numbers
of healthcare companies to have to defend a Fadm€E€Act action. When an entity is determined awdnviolated the federal False Claims

Act, it may be required to pay up to three timesdhtual damages sustained by the governmentcpilipenalties. Various states have also
enacted laws modeled after the federal False Claichs

In addition to the laws described above, the Heaklirance Portability and Accountability Act of2fcreated two new federal crimes:
healthcare fraud and false statements relatingadtiicare matters. The healthcare fraud statutglpte knowingly and willfully executing a
scheme to defraud any healthcare benefit prograetuding private payors. A violation of this staus a felony and may result in fines,
imprisonment or exclusion from government spons@mgrams. The false statements statute prohibitsvingly and willfully falsifying,
concealing or covering up a material fact or malking materially false, fictitious or fraudulenttstiment in connection with the delivery of or
payment for healthcare benefits, items or servidesdolation of this statute is a felony and maguk in fines or imprisonment.

If our operations are found to be in violation afyaf the laws described above and other applicstalie and federal fraud and abuse
laws, we may be subject to penalties, including eiwd criminal penalties, damages, fines, exclusiom government healthcare programs,
and the curtailment or restructuring of our operadi

If our competitors develop and market products tteae more effective than our product candidateseyhmay reduce or eliminate ot
commercial opportunities.

Competition in the pharmaceutical industry, pattcy the market for MS products, is intense, arelexpect such competition to
continue to increase. We face competition from ptaareutical and biotechnology companies, as weluaserous academic and research
institutions and governmental agencies, in the ééhtates and abroad. Our competitors have prothattsave been approved or are in
advanced development and may succeed in develdpinyg that are more effective, safer and more @dfiole or more easily administered than
ours, or that achieve patent protection or comraéreition sooner than our products. Our most sicguift competitors are fully integrated
pharmaceutical companies and more establishedchiotédogy companies. These companies have signifjcgreater capital resources and
expertise in research and development, manufagiuesting, obtaining regulatory approvals, andkating than we currently do. However,
smaller companies also may prove to be significantpetitors, particularly through proprietary rastadiscoveries and collaboration
arrangements with large pharmaceutical and eskedulisiotechnology companies. In addition to the petitors with existing products that
have been approved, many of our competitors atedualong in the process of product developmedtadso operate large, company-funded
research and development programs. As a resultarapetitors may develop more competitive or affdnld products, or achieve earlier pai
protection or further product commercializationrthvee are able to achieve. Competitive products reager any products or product
candidates that we develop obsolete.

Our competitors may also develop alternative thiesaghat could further limit the market for any gucts that we may develop.

Rapid technological change could make our produotssolete

Biopharmaceutical technologies have undergone rapidsignificant change, and we expect that théycamtinue to do so. As a result,
there is significant risk that our product candégatsuch as Tovaxin, may be rendered obsoleteemonomical by new discoveries before we
recover any expenses incurred in connection witlr thevelopment. If our product candidates, such@sxin, are rendered obsolete by
advancements in biopharmaceutical technologiesfubure prospects will suffer.
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Consumers may sue us for product liability, whicbud result in substantial liabilities that exceeslr available resources and damage our
reputation.

Developing and commercializing drug products estsigjnificant product liability risks. Liability aims may arise from our and our
collaborators’ use of products in clinical trialsdathe commercial sale of those products.

In the event that any of our product candidatesimss an approved product and is commercializedswoars may make product
liability claims directly against us and/or our ledlorators, and our collaborators or others seliirgge products may seek contribution from us
if they incur any loss or expenses related to silamims. We have insurance that covers clinical &@ivities. We believe our current insurance
coverage is reasonably adequate at this time. Hermvexe will need to increase and expand this cgeees we commence additional clinical
trials, as well as larger scale trials, and if anyduct candidate is approved for commercial SEiés insurance may be prohibitively expensive
or may not fully cover our potential liabilities.uDinability to obtain sufficient insurance coveeaat an acceptable cost or otherwise to protect
against potential product liability claims couldepent or inhibit the regulatory approval or comniization of products that we or one of our
collaborators develop. Product liability claims tbbave a material adverse effect on our businedsesults of operations. Liability from such
claims could exceed our total assets if we do netail in any lawsuit brought by a third party glieg that an injury was caused by one or r
of our products.

Health care reform measures could adversely affeat business

The business and financial condition of pharmacautnd biotechnology companies are affected byttuets of governmental and third-
party payors to contain or reduce the costs ofthealre. In the United States and in foreign judisdns, there have been, and we expect that
there will continue to be, a number of legislatarel regulatory proposals aimed at changing thetheate system. For example, in some
countries other than the United States, pricingrescription drugs is subject to government contntl we expect proposals to implement
similar controls in the United States to contindrother example of reform that could affect ouribass is drug reimportation into the United
States (.e., the reimportation of approved drugs originally mi@actured in the United States back into the Un8éates from other countries
where the drugs were sold at lower prices). Initég in this regard could decrease the price wangrpotential collaborators receive for our
product candidates if they are ever approved fiex, salversely affecting our future revenue growtitl potential profitability. Moreover, the
pendency or approval of such proposals could résatdecrease in our stock price or adverselycatfar ability to raise capital or to obtain
strategic partnerships or licenses.

Risks Related to Our Securities

There is currently a limited market for our secuigts, and any trading market that exists in our seities may be highly illiquid and may not
reflect the underlying value of our net assets ardiness prospects.

Although our common stock and Series E warrantdraceed on the NASDAQ Capital Market, there is ently a limited market for our
securities and there can be no assurance that@oved market will ever develop. Investors are icengtd not to rely on the possibility that an
active trading market may develop.

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

We are required to meet certain qualitative andrfaial tests (including a minimum stockholdexquity requirement and bid price for «
common stock of $1.00 per share) to maintain #tenj of our common stock on the NASDAQ Capital ker During portions of 2008 and
2009, our stockholders’ equity was below the cargthlisting standard requirement of $2.5 millior dime bid price for our common stock was
below $1.00 per share for periods of time, andammmon stock was in jeopardy of being delisted.rifég receive additional future notices
from NASDAQ that we have failed to meet these regjuents. If we are unable to cure
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any such failures in a timely manner and our comstook were delisted, it could be more difficultioy or sell our common stock and to
obtain accurate guotations, and the price of amokstould suffer a material decline. Delisting nadso impair our ability to raise capital.

As our share price is volatile, and you may notdigle to resell our shares at a profit or at a

The market prices for securities of biopharmacealitnd biotechnology companies, and early-stagg discovery and development
companies like us in particular, have historichlben highly volatile and may continue to be higidjatile in the future. The following factors,
in addition to other risk factors described in théstion, may have a significant impact on the mtpkice of our common stock:

» the development status of any drug candidates, asidlovaxin, including clinical study results aretetminations by regulato
authorities with respect there!

« the initiation, termination, or reduction in theope of any collaboration arrangements or any despat developments regarding
such collaborations

« announcements of technological innovations, newraernial products or other material events by oungetitors or us
» disputes or other developments concerning our ptapy rights;

« changes in, or failure to meet, securities ane’ or investor’ expectations of our financial performan

» additions or departures of key personi

» discussions of our business, products, financibp@ance, prospects or stock price by the findrana scientific press and online
investor communities

* public concern as to, and legislative action wébpect to, the pricing and availability of prestiop drugs or the safety of drugs ¢
drug delivery techniques;

» regulatory developments in the United States aridrgign countries

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

We may be or become the target of securities litiga, which is costly and time-consuming to defend.

In the past, following periods of market volatility the price of a company’s securities or the répg of unfavorable news, security
holders have often instituted class action litigatilf the market value of our securities expergeadverse fluctuations and we become invo
in this type of litigation, regardless of the outes we could incur substantial legal costs andnoamagemeng attention could be diverted frc
the operation of our business, causing our busitvessffer.

Our “blank check” preferred stock could be issued prevent a business combination not desired by agament or our current majority
stockholders

Our articles of incorporation authorize the isswat“blank check” preferred stock with such desitipns, rights and preferences as may
be determined by our board of directors withoutkstmlder approval. Our preferred stock could bbzetil as a method of discouraging,
delaying, or preventing a change in our control an@ method of preventing stockholders from reécgia premium for their shares in
connection with a change of control.

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

We sold 2,550,000 shares of our common stock, ardants to acquire another 1,275,000 shares,egiatered direct transaction in
December 2009. We may sell additional shares ofneomstock in subsequent
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public or private offerings. We may also issue &ddal shares of common stock to finance futureugsitions. We cannot predict the size of
future issuances of our common stock or the effeany, that future issuances and sales of shafrear common stock will have on the market
price of our common stock. Sales of substantialwarteof our common stock (including shares issnezbnnection with an acquisition), or the
perception that such sales could occur, may adyesffect prevailing market prices for our commaack.

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

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

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

Our charter allows us to issue up to 100,000,0@0eshof our common stock and to issue and desigimatéghts of, without stockholder
approval, up to 10,000,000 shares of preferredkstacdhe event we issue additional shares of apital stock, dilution to our stockholders
could result. In addition, if we issue and desigreatlass of convertible preferred stock, thesartees may provide for rights, preferences or
privileges senior to, and thus adverse to, thoselafers of our common stock.

ltem 1B. Unresolved Staff Comments
None.

Item 2. Properties.

Our 10,200 square foot facility is located on thaeees at 2635 North Crescent Ridge Drive in The®lnds, Texas. This location
provides space for research and development andfawaring capacity for clinical trials; a speczald Flow Cytometry and Microscopy lab;
support of clinical trials with 800 square feec@MP manufacturing suites; Quality Systems managémith a Quality Control Laboratory,
Regulatory Affairs, and Quality Assurance; as vaslladministrative support space. 2,500 squarefegtace remains available for future build-
out. We lease the facility for a term ending in 2@iith two options for an additional five years leat the then prevailing market rate.

ltem 3. Legal Proceedings
We are not currently a party to any material lggaceedings.

Item 4. RESERVED.
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PART I

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities
Market Information and Holders

Our common stock is traded on the NASDAQ Capitatidaunder the symbol “OPXA.” Our common stock Hamn time to time,
traded on a limited, sporadic and volatile basis.

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

Price Ranges

High Low

Fiscal Year Ended December 31, 20C

First Quartel $3.9: $0.91
Second Quarte 1.5¢ 0.5¢
Third Quartel 2.7¢4 0.1t
Fourth Quarte 0.5C 0.0¢
Fiscal Year Ended December 31, 20C

First Quarte! $0.7C $0.1¢
Second Quarte 0.7t 0.31
Third Quartel 6.9 0.3¢€
Fourth Quarte 3.71 1.61

The closing price of our common stock on March@®was $2.02 per share, and there were approXin286 holders of record of our
common stock. This number does not include stoddrsifor whom shares were held in “nominee” oréstmame.”

Dividends

We have never declared or paid any cash dividendsiocommon stock and we do not intend to pay dastiends in the foreseeable
future. We currently expect to retain any futuren@ggs to fund the operation and expansion of ausirtess.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table sets forth information, as ofd&@mber 31, 2009, with respect to our compensatems under which common stoct
authorized for issuance. We issue options to afficdirectors, employees and consultants undestoakholder-approved 2004 Compensatory
Stock Option Plan. We believe that the exerciseepior all of the options set forth below refleatdeast 100% of fair market value on the d
of grant for the options at issue.
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Equity Compensation Plan Information

Number of Securities

to be Issued Upon
Exercise of
Outstanding Options,

Weighted Average

Exercise Price of
Outstanding

Number of
Securities
Remaining
Available for
Future Issuance
Under Equity
Compensation
Plans (Excluding

Options, Warrants Securities
Warrants and Rights Reflected in
and Rights Column A)
Plan Category A (B) ©
Equity Compensation Plans Approved by Stockhol 1,923,371 $ 3.7C 315,85(
Equity Compensation Plans Not Approved by Stockérd — — —
Total 1,923,37! $ 3.7C 315,85(

Refer to Note 10 “Options and Warrants” in the Ndte our financial statements for the fiscal yeatesl December 31, 2009, included
elsewhere in the annual report for a descriptioourf2004 Compensatory Stock Option Plan.

Recent Sales of Unregistered Securities and EquiBurchases by Company
None.

ltem 6. Selected Financial Data
Not applicable.

Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion of our financial conditiand results of operations should be read in coaiiem with the accompanying
financial statements and the related footnotesetoe

Organizational Overview

We are a development-stage company and have adimfierating history. Our predecessor companyiriantial reporting purposes was
formed on January 22, 2003 to acquire rights taduit stem cell technology. In November 2004 weuaegl Opexa Pharmaceuticals, Inc. and
its MS treatment technology. In 2009, Novartis Pieaceuticals acquired our stem cell technology. €hily we remain focused on initially
developing our T-cell technology for MS. To dates ave not generated any commercial revenues fumroperations.

Critical Accounting Policies

Our discussion and analysis of our financial caadifind results of operations is based on our @iidistatements, which have been
prepared in accordance with accounting principkrsegally accepted in the U.S. The preparation edetfinancial statements requires us to
make estimates and judgments that affect the regp@rnounts of assets, liabilities and expenseshd¥e our estimates on historical experience
and on various other assumptions that we beliele teeasonable under the circumstances, the reduitisich form the basis for making
judgments about the carrying values of assetsiahiliies that are not readily apparent from otkeurces. Actual results may differ from th
estimates under different assumptions or conditidfes believe the following critical accounting midis affect our most significant judgments
and estimates used in preparation of our finarst&kements.
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Stock-Based CompensatiorOn January 1, 2006, we adopted the provisions @B-ASC 718 which establishes accounting for equity
instruments exchanged for employee service. Wzathe Black-Scholes option pricing model to estienthe fair value of employee stock
based compensation at the date of grant, whichnegythe input of highly subjective assumptions|uding expected volatility and expected
life. Changes in these inputs and assumptions ederially affect the measure of estimated fair gadtiour share-based compensation. These
assumptions are subjective and generally requiréfgiant analysis and judgment to develop. Wheimeging fair value, some of the
assumptions will be based on, or determined frottgreal data and other assumptions may be derroad dur historical experience with
stock-based payment arrangements. The appropréitdtito place on historical experience is a mattéudgment, based on relevant facts and
circumstances.

We estimated volatility by considering historicedck volatility. We have opted to use the simptifimethod for estimating expected term
equal to the midpoint between the vesting periatitae contractual term.

Research and DevelopmeniThe costs of materials and equipment or facilitieg are acquired or constructed for research and
development activities and that have alternativer®iuses are capitalized as tangible assets wdwgrirad or constructed. The cost of such
materials consumed in research and developmenitgsiand the depreciation of such equipment citifees used in those activities are
research and development costs. However, the ebstaterials, equipment, or facilities acquirecconstructed for research and development
activities that have no alternative future usescaresidered research and development costs amxpeased at the time the costs are incurred.

Accounting for Derivative Instruments. FASB ASC 815 requires all derivatives to be recdrde the balance sheet at fair value. These
derivatives are separately valued and accountedrfaur balance sheet. Fair values for securiteaget] in the open market and derivatives are
based on quoted market prices. Where market paicerot readily available, fair values are detesdinsing market based pricing models
incorporating readily observable market data agdireng judgment and estimates.

The pricing model we use for determining fair valwd our derivatives is the Black-Scholes optioitipg model. Valuations derived
from this model are subject to ongoing internal ertérnal verification and review. The model useskatsourced inputs such as interest r:
exchange rates and stock price volatilities. Seleaif these inputs involves management’s judgraedtmay impact net income.

In January 2009, we adopted new accounting guidemmagetermining whether an instrument (or embedéeatlure) is indexed to an
entity’s own stock. We evaluated all of our finaldnstruments and determined that the warrantscéed with the August 2008 financing
qualified for treatment under this new accountingdgnce. As of January 1, 2009, we adjusted oanfifal statements to reclassify the fair
value on these warrants as of January 1, 200%iartount of $220,835 from additional paid in cdpgalerivative liabilities and the
cumulative effect of the change in accounting pplecin the amount of $1,755,622 is recognizedraagjustment to the opening balance of
retained earnings.

Results of Operations
Comparison of Year Ended December 31, 2009 with théear Ended December 31, 2008
Net SalesWe recorded no commercial revenues for the yeatsceBecember 31, 2009 and 2008.

Research and Development Expensealesearch and development expenses were $2,10088&fyear ended December 31, 2009,
compared to $8,388,734 for the year ended DeceBhet008. The decrease in expenses was primarmdyala decrease in activities related to
the Phase IIb clinical trial for Tovaxin which wesmpleted in 2008, closing the extension triakduction in staff, and a decrease in stock
compensation expense. We have made and expeattiow®to make substantial investments in reseanchdevelopment in order to develop
and market our technology. We expense researcherelopment costs as incurred. Acquired
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research and development that has no alternativesfuse is expensed when acquired. Property, ptahequipment for research and
development that has an alternative future usapgalized and the related depreciation is expensed

General and Administrative ExpensesOur general and administrative expenses were $5020or the year ended December 31, 2
as compared to $3,341,415 for the year ended Deme®ih 2008. The decrease in expense is due ttuatren in staff and a decrease in stock
compensation expense, overhead expenses, profalssauice fees and board compensation fees.

Gain on Sale of TechnologyGain on sale of assets was $3 million for the yemted December 31, 2009, compared to $-0- forehe y
ended December 31, 2008. The gain is attributablled sale of our stem cell technology program ¢eaitis for an upfront payment of $3
million. As there was no cost basis associated thighstem cell assets on the financial statem#rgsntire upfront payment was recognized as
a gain on sale of technology.

Other Income and Expense, NetOther income for the year ended December 31, 2G39%854,242, compared to $34,901 for the year
ended December 31, 2008. The increase in othemiagés primarily attributable to the receipt of aitial $500,000 technology transfer fee
pursuant to the terms of the stem cell technolagyition agreement with Novartis.

Loss on Derivative Instruments. We recognized a loss on derivative instruments366$/74 for the year ended December 31, 2009.
The loss is a result of the net unrealized (nomcalkange in the fair value of our derivative ingtent liabilities related to warrants associated
with the August 2008 financing which had been aoted for under FASB ASC 815 and which accountiegtiment was discontinued on
June 1, 2009.

Interest Expense Interest expense was $278,127 for the year endedrbleer 31, 2009, compared to $19,983 for the yeded:
December 31, 2008. Interest expense for 2009 wasfly related to accrued interest on the conb&tnotes, amortized interest on the
convertible notes and the (non-cash) amortizatfdhefinancing fees over the life of the noteshvitie balance related to interest on the
equipment line loan payable. Interest expense @082vas solely related to the equipment line loayaple of up to $250,000 with Wells
Fargo, of which $102,932 was outstanding as of Bes 31, 2009.

Interest Income. Interest income was $1,764 for the year ended Dbee®il, 2009, compared to $100,235 for the yeaeend
December 31, 2008. The decrease was due to theti@ain cash balances that were available forstment in cash equivalent instruments
and a reduction in interest rates.

Net Loss.We had a net loss for the year ended December08B, @f $1,433,922, or $.11 per share (basic andedi), compared with a
net loss of $11,852,152, or $1.12 per share (lmasiadiluted), for the year ended December 31, 2008.decrease in net loss is primarily due
to the reduction of costs associated with the PHhasdinical trial of Tovaxin that was completed 2008, a reduction in staff and a decrease in
stock compensation expense.

Liquidity and Capital Resources

Historically, we have financed our operations priilgefrom the sale of debt and equity securities. & December 31, 2009, we had cash
and cash equivalents of approximately $8.2 million.

Our financing activities generated $6.9 million fbe year ended December 31, 2009, compared toxpmtely $9.2 million for the ye
ended December 31, 2008. The cash generated invZ@®¢he result of $1.13 million in net proceedsifra convertible note offering closed on
April 14 and May 14, 2009, $4.7 million in net pesds from a registered direct offering on Decemide2009 and $1.1 million in net proce
from the exercise of options and warrants.

Our current burn rate is approximately $300,000.Mkeve that while we have sufficient liquidity $apport our operations, at current
levels, beyond December 2010, we will need to radditional capital in the
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future to fund our current business plan and supparoperations. We do not maintain any exterinalsl of credit, or have commitments for
equity funds, and should we need any additionaitakip the future, management will be reliant ugbest efforts” debt or equity financings.
As our prospects for funding, if any, develop dgrihe fiscal year, we will assess our business gfmhmake adjustments accordingly.
Although we have successfully funded our operattordate by attracting additional investors in equity, there is no assurance that our
capital raising efforts will be able to attract &mghal necessary capital for our operations inftitare. If we are unable to obtain additional
funding for operations in the future, we may notde to continue operations as proposed, requirdi modify our business plan, curtail
various aspects of our operations or cease opesatio

Off-Balance Sheet Arrangements
None.

Inflation

We believe that inflation has not had a materigdact on our results of operations for the two yesmded December 31, 2009 and 2008,
since inflation rates have generally remained latikeely low levels and our operations are not otlise uniquely affected by inflation
concerns.

Recently Issued Accounting Pronouncements

On July 1, 2009, the FASB officially launched th®SB Accounting Standards Codification, which hasdree the single official source
of authoritative, nongovernmental U.S. Generallgéuated Accounting Principles, in addition to guidamssued by the Securities and
Exchange Commission. The codification supersedgsiat FASB, AICPA, EITF, and related literatufBhe codification, which is effective f
interim and annual periods ending after Septembg2Q09, is organized into approximately 90 accimgntopics. The FASB no longer issues
new standards in the form of Statements, FASB $afitions, or Emerging Issues Task Force Abstratssead, amendments to the
codification are made by issuing “Accounting StadaJpdates.”

There were various other accounting standardsraedpretations issued during 2009 and 2008, nomehath are expected to have a
material impact on the Company’s financial positioperations or cash flows.

ltem 7A.  Quantitative and Qualitative Disclosures About Market Risk.
Not applicable.

Item 8. Financial Statements and Supplementary Date

The financial statements and notes thereto andemgmtary data required by this Iltem are preselgggihning on page E-of this annue
report on Form 10-K.

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure
None.

Item 9A(T). Controls and Procedures
Evaluation of Disclosure Controls and Procedures

In accordance with Exchange Act Rules 13a-15 amld18; we carried out an evaluation, under the stigien and with the participation
of management, including our Chief Executive Offiaad Acting Chief Financial Officer, of the effagness of our disclosure controls and
procedures as of the end of the period
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covered by this report. Based on that evaluation Ghief Executive Officer and Acting Chief FinaalcOfficer concluded that our disclosure
controls and procedures were effective as of Deeerdb, 2009 in enabling us to record, process, samamand report information required to
be included in our periodic SEC filings within trequired time period.

Management’'s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnagidtaining adequate internal control over finah@orting, as such term is defined
in Exchange Act Rules 13a-15(f) and 15d-15(f). Urtte supervision and with the participation of management, including our Chief
Executive Officer and Acting Chief Financial Officeve conducted an evaluation of the effectivermégsur internal control over financial
reporting based on the frameworklimernal Control—Integrated Frameworksued by the Committee of Sponsoring Organizatidribe
Treadway Commission (COSO).

Based on our evaluation under the frameworktarnal Control—Integrated Framewoigsued by COSO, our management concluded
that our internal control over financial reportiwgs effective as of December 31, 2009 in providgasonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with generally accepted
accounting principles.

This annual report does not include an attestaport of our registered public accounting firmaedjng internal control over financial
reporting. Management’s report was not subjecttestation by our registered public accounting fiyarsuant to temporary rules of the SEC
that permit us to provide only management’s repothis annual report.

Changes in Internal Control over Financial Reportirg

There was no change in internal control over fif@meporting (as such term is defined in ExchaAgeRules 13a-15(f) and 15d-15(f))
during our fourth fiscal quarter that has mateyialfifected, or is reasonably likely to materialffeat, our internal control over financial
reporting.

Item 9B.  Other Information.
Submission of Matters to a Vote of Security Holders

We held our annual meeting of stockholders on Ndwemi 1, 2009. At the annual meeting, the followfing nominees were elected to
serve as directors: David Hung, David E. Jorderghdel S. Richman, Scott B. Seaman and Neil K. Wailtha votes cast for the election of
directors are set forth below:

Name of Nominee For Withheld
David Hung 9,676,922 91,954
David E. Jordel 9,678,047 90,829
Michael S. Richmai 9,676,847 92,029
Scott B. Seama 9,677,047 91,829
Neil K. Warma 9,673,914 94,962

Our stockholders also approved the following addil proposals:

2. Amendment to the Compa’s Articles of Incorporation to reduce the par vadfithe Compan's common stock from $0.50 f
share to $0.01 per share; ¢

3. Ratification of the appointment of MaloneBail&yP, as independent auditors of the Company ferfigcal year ending
December 31, 200!

The votes for these proposals were as follows:

Broker Non-
Proposal For Against Absentions Votes
Proposal - 9,396,72 281,28: 90,86¢ 0
Proposal : 9,680,44: 68,58¢ 19,84¢ 0
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PART IlI

Item 10.  Directors, Executive Officers and Corporate Governace.
Executive Officers
Our executive officers are elected by the boardirgctors and serve at the discretion of the bdard.executive officers are as follows:

Name Age  Position

Neil K. Warma 47 President, Chief Executive Officer, Acting Chief&ncial Office
and Directol

Jaye L. Thompso 44 Senior Vice President of Clinical Development areRatory
Affairs

Donna R. Rill 56 Senior Vice President of Operatic

Biographical information for our executive officassset forth below:

Neil K. Warma has served as President and Chief Executive Offioee June 2008, as Director since September 200&s Acting
Chief Financial Officer since March 2009. From JRB04 to September 2007, Mr. Warma served as pnesahd chief executive officer of
Viron Therapeutics Inc., a privately-held clinisdhge biopharmaceutical company. From 2000 to 2003Varma was co-founder and
president of MedExact USA, Inc., an Internet comyparoviding clinical information and services toygitians and pharmaceutical companies.
From 1992 to 2000, Mr. Warma held senior positiohsicreasing responsibility at Novartis Pharmaimals (previously Cibaseigy Ltd.) at it:
corporate headquarters in Basel, Switzerland. WAtildovartis, Mr. Warma served as the Head of hattonal Pharma Policy & Advocacy a
in senior management within global marketing wherevorked on the international launch of a gastesitinal product. Mr. Warma obtained
an honors degree specializing in Neuroscience framUniversity of Toronto and an International MABfrom the Schulich School of
Management at York University in Toronto. As ouegident and chief executive officer, Mr. Warmairectly involved in all aspects of our
operations. He has extensive experience in corpdainess development within the biopharmaceduticaistry, in addition to executive
leadership and management experience.

Jaye L. Thompson, Ph.D.has served as Senior Vice President of Clinicaldldpment and Regulatory Affairs since November 2009
From April 2006 to September 2009, Dr. Thompsonegias Senior Vice President of Regulatory and EmgrTechnologies for inVentiv
Clinical Solutions, LLC a subsidiary of inVentiv B, Inc., a publicly traded company providing aeviange of services to the pharmacet
industries. inVentiv Health acquired the companynided in 1991 by Dr. Thompson, SYNERGOS, Inc. SYREFRS was a contract research
organization helping companies move through thaaai and regulatory hurdles of product developmBnt Thompson received a doctorate
and master degree in Biostatistics from the Unityerdf Texas Health Science Center, School of Rubkalth, and a B.S. in Applied
Mathematics from Texas A&M University.

Donna R. Rill has served as Senior Vice President of Operatioos danuary 2009. From November 2004 until Jan2@6®, she serve
as Vice President of Operations. From April 2008lavember 2004, she was the director of qualityesys and process development at Opexa
Pharmaceuticals, Inc. From November 1997 to A2 she was the director of translational resefincthe Center for Cell & Gene Therapy
at Baylor College of Medicine. Ms. Rill has workexddesign and qualify GMP Cell & Gene Therapy Laltories, GMP Vector Production
facilities, and Translational Research Labs af&ie Children’s Research Hospital, Texas Childréfospital, and Baylor College of Medicil
Ms. Rill received her B.S. in Medical Technologgrfr the University of Tennessee, Memphis.
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Directors

All of the current directors will serve until thext annual stockholders’ meeting or until theircegsors have been duly elected and
qualified. Our current board of directors is asdats:

Name Age  Position

David Hung 52 Director

David E. Jordel 47 Director

Michael S. Richmal 48 Director

Scott B. Seama 54  Director

Neil K. Warma 47 Director, President, Chief Executive Officer andiAg Chief

Financial Officer

David Hung, M.D., has served as a Director since May 2006. Dr. Haggserved as the president, chief executive oféindras a
director of Medivation, Inc. since December 2004. Bung also has served as the president and ekéefutive officer, and member of the
board of directors, of Medivation, Inc.’s subsigiaMedivation Neurology, Inc., since its inceptionSeptember 2003. From 1998 until 2001,
Dr. Hung was employed by ProDuct Health, Inc.,iagiely held medical device company, as Chief SdfierOfficer (1998-1999), and as
president and chief executive officer (1999-206Gtdm December 2001 to January 2003, Dr. Hung seaseadconsultant to Cytyc Health
Corporation. Dr. Hung received his M.D. from theildnsity of California at San Francisco, and hi8Ain biology and organic chemistry frc
Harvard College. As the chief executive officeiagfublic biopharmaceutical company actively engagedinical drug development, Dr. Hui
offers extensive experience in numerous aspectsaofiging a pre-commercialization drug developmentpgany, including strategic planning,
clinical development, and strategic partnering.

David E. Jordenhas served as a Director since August 2008. Mdejohas served as executive board member for Cyiigmac. since
October 2008. Mr. Jorden previously served as president with Morgan Stanley in its Wealth Managatrgroup where he was responsible
for equity portfolio management for high net woirtdividuals since 2003. Prior to Morgan Stanley, Borden served as vice president and
chief financial officer of Genometrix, Inc., a paite genomics/life sciences company focused on thighughput microarray applications from
March 2000 to September 2002. Mr. Jorden was aipahwith Fayez Sarofim & Co. prior to joining Gamnetrix. Mr. Jorden earned a MBA
from Kellogg School of Management at Northwestemivarsity in 1989 and a BBA from the University Béxas/Austin in 1984. He currently
serves as a director of Cytomedix, Inc. and PLxrPhalnc. Mr. Jorden is a Chartered Financial Aaand Certified Public Accountant. He
has extensive experience in various aspects obcatgfinance and accounting for public companiehkiding capital formation and
deployment.

Michael S. Richmanhas served as a Director since June 2006. Mr. Riohmas served as president and chief executiveeoffif
Amplimmune, Inc. since July 2008. Mr. Richman seras president and chief operating officer of Ampfiune, Inc. from May 2007 to July
2008. From April 2002 to May 2007, Mr. Richman sahas executive vice president and chief operatificer of MacroGenics, Inc.

Mr. Richman joined MacroGenics, Inc in 2002 wittpegximately 20 years experience in corporate bssitkevelopment within the
biotechnology industry. Mr. Richman served as aaor of Cougar Biotechnology from June 2006 ty 2009. Mr. Richman obtained his B
in Genetics/Molecular Biology at the University@élifornia at Davis and his MSBA in International€ness at San Francisco State
University. He has extensive experience in busidesglopment and strategic planning for life sceeoempanies, as well as his executive
leadership and management experience.

Scott B. Seamarhas served as a Director of since April 2006. MiarSan has served for over five years as the exeaditiector and
treasurer of the Albert and Margaret Alkek Fourmlatf Houston, Texas, a private foundation prinyasilpporting institutions in the Texas
Medical Center in Houston, Texas. Since Januang 18%®resent, Mr. Seaman has served as the chafdial officer of Chaswil Ltd., an
investment management
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company. Since September 1986, Mr. Seaman hasdsasve&ecretary and treasurer of M & A Properties, Bnranching and real estate conc

In April 2009, Mr. Seaman became the Managing Manoh¢CT Development LLC which is the Managing Meentof ICT Holdings LLC, an
energy services supplier. From January 2003 tol 2009, Mr. Seaman served as chairman and from20y to April 2009, as president of
ICT Management Inc., the general partner of Im@uarnposite Technology Ltd., a composite industrypdiep. Since October 2007,

Mr. Seaman has served on the board of GeneExee) diprivately held biotechnology company. SincayM004, Mr. Seaman has served as a
Member of the Investment Committee of Global Hedggdity Fund LP, a hedge fund. Mr. Seaman rece@bdchelor’s degree in business
administration from Bowling Green State Universityd is a certified public accountant. Mr. Seamanéndensive experience in overall
financial management and corporate development cedlwith operational and corporate governance epee.

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

Audit Committee

The Board of Directors has established a standimgjtACommittee currently composed of three non-@yge directors, Messrs. Jorden,
Richman and Seaman, each of whom the Board hasrdets is “independentiithin the meaning of SEC rules and regulations dFASDAQ
listing standards. The Audit Committee selectshehalf of our Board, an independent public accagntirm to audit our financial statements,
discusses with the independent auditors their iadépence, reviews and discusses the audited filatataments with the independent auditors
and management, and recommends to our Board whéghaudited financials should be included in onnéal Reports to be filed with the
SEC. The Board has determined that Messrs. JomttS@aman each qualifies as an “audit committemiial expert” as defined in SEC rules
and regulations and also possesses the finangihistization and requisite experience as requiretet NASDAQ listing standards.

Code of Ethics

In 2005, in accordance with SEC rules, the theritaatnmittee and the Board of Directors adoptedRhbcy on Whistleblower
Protection and Code of Ethics which is applicableur principal executive officer, principal findatofficer, principal accounting officer or
controller, or persons performing similar functipméich we sometimes refer to as our senior fir@rafficers. The Board of Directors belie
that these individuals must set an exemplary stanofaconduct, particularly in the areas of accingytinternal accounting control, auditing
and finance. This Code of Ethics sets forth etrstahdards to which the designated officers museeedand other aspects of accounting,
auditing and financial compliance. The Code of &hs available on our websitevavw.opexatherapeutics.com Please note that the
information contained on our website is not incogbed by reference in, or considered to be a gathis document.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctlins and officers, and persons who beneficially amore than 10% of a registered
class of our equity securities, to file with theGHitial reports of ownership and reports of ches@h ownership. These reporting persons are
required by SEC regulations to furnish us with espif all such reports they file. To our knowledgased solely on our review of the copies of
such reports furnished to us and written representafrom certain insiders that no other reporésewequired, we believe all of these repot
persons complied with all applicable Section 16i(eig requirements.

ltem 11.  Executive Compensation
Executive Officer Compensation

The following table sets forth certain informatiomncerning compensation earned by or paid to cepisons who we refer to as our
“Named Executive Officers” for services provided foe fiscal year ended
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December 31, 2009. Our Named Executive Officerkide persons who (i) served as our principal exeewfficer or acted in a similar
capacity during 2009; (ii) were serving at fiscahy-end as our two most highly compensated exexafiicers, other than the principal
executive officer, whose total compensation excaé&i®0,000, and (iii) up to two additional indivals for whom disclosure would have been
provided as a most highly compensated executiveesffbut for the fact that the individual was getving as an executive officer at fiscal
yea-end.

2009 Summary Compensation Table

Other Options
Name and Principal Position Year Salary Bonus Compensatior Awards (1) Total
Neil K. Warma 200¢ $312,08! $142,50( — $235,11° $689,70(
President, Chief Executive Officer, Acting Chiafdicial 200¢  $195,10( — $ 62,8412 $ 72,86¢ $330,45¢
Officer and Directot
Donna R. Rill 200¢ $197,96! — — $113,87(®d  $311,83:
Senior Vice President of Operatio 200¢ $141,88¢ — — $110,40: $252,28t
Jaye L. Thompso® 200¢ $ 23,59( — — $101,44( $125,03(
Senior Vice President of Clinical Development aegilatory 200¢ — — — — —
Affairs

(1) Amounts in this column represent the aggregatetgtate fair value of awards computed in accordavite Financial Accounting
Standards Board Accounting Standards Codificatiopid 718. See Note 10 to our financial statememntkided in this annual report on
Form 1(-K for assumptions underlying the valuation of eguaitvards

(2) Other compensation includes costs of moving anghteary housing in connection with Mr. War’s relocation to accept employme
with Opexa.

(3) Represents Ms. R’s accrued salary increase from 2008 totaling $8tB86was exchanged in February 2009 for a fullste® stocl
option to purchase 8,396 shares of Opexa commak atcan exercise price of $.47 per share, the etaxddue on the date of gra

(4) Dr. Thompson joined Opexa as executive officer avémber 200¢

Executive Employment Agreemen

We entered into a three-year employment agreenmreditioe 16, 2008 with Neil K. Warma pursuant to \tiie will serve as President
and Chief Executive Officer. Pursuant to the agreimMr. Warma is paid $285,000 for the first 12ntioperiod, $335,000 for the second 12-
month period and $385,000 for the third 12-monthqee In addition, Mr. Warma is entitled to thelfiwing: (i) an annual cash bonus of up to
50% of his base salary based upon milestones &gifee=d upon; (ii) a one-time payment of $50,000 eal 25,000 shares of our common
stock to be issued if and when the closing bidgpatour common stock equals or exceeds $4.000f@oRsecutive trading days; and (iii) a 10-
year stock option to purchase 250,000 shares ofrmomstock with an exercise price of $1.01 per shzaevests 50,000 shares immedia
and the balance quarterly in equal amounts oveethears. In addition, we provided Mr. Warma wélocation assistance and our standard
benefits and insurance coverage as generally peduiol our management. If employment is terminatethb Board without cause, Mr. Warma
will receive 12 months base salary plus a paymeguékto 30% of base salary and including any ealmgdinpaid bonus. In addition, vesting
stock options will accelerate in full if the effect date of the termination is at least two yedirsrazommencement of employment or vesting
will be accelerated for a 12-month period if teratian is prior to two years of employment. Upon dfiectiveness of a change in control,
Mr. Warma will receive 18 months of salary and smpent equal to 45% of base salary. In additionyediting of options will accelerate in full.
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We entered into a one-year employment agreemeht®dadhna R. Rill on May 9, 2008, effective for therijpd April 1, 2008 through
March 31, 2009, at an annual salary of $151,114yant to which Ms. Rill served as Vice Presider®pérations. On January 16, 2009,
Ms. Rill was promoted to Senior Vice Presidentrabanual salary of $200,000. Following terminatidrthe March 31, 2009 employment
agreement, we entered into a new one-year emplayageaement with Ms. Rill on April 14, 2009, effivet for the period April 1, 2009
through March 31, 2010 at an annual salary of $ZI0, The employment agreement may be terminatedyatime voluntarily by her or
without cause by the Board. If employment is temad by the Board without cause, Ms. Rill will regesix months base salary and any stock
options granted to Ms. Rill prior to terminationliie accelerated for a 12-month period. Ms. Ral§lone year to exercise any vested stock
options. In the event of a change of control, aoglsoptions granted to Ms. Rill prior to such charof control will be accelerated to become
vested and Ms. Rill has a one-year period fromeffiective change of control date to exercise arghsiock options.

We entered into a one-year employment agreemehtJaite L. Thompson on November 16, 2009, effedtivéhe period of
November 16, 2009 through December 31, 2010, anhanal salary of $200,000 pursuant to which Ms.riipson will serve as Senior Vi
President of Clinical Development and Regulatoria#§. Ms. Thompson is eligible to receive an anmligcretionary bonus of up to 20% of
her base salary per 12-month period based upostarles to be agreed upon, with the first measurepegiod ending on or about
December 31, 2010. Pursuant to her employment agmate Ms. Thompson received a 10-year stock opigrurchase 50,000 shares of
common stock at an exercise price of $2.05 peresheasting quarterly in equal amounts over threesyetix months after the start of
employment, we agreed to meet with Ms. Thompsaotwsider the addition of severance arrangemertgetterm of her employment.

2009 Grants of Plan Based Awards

The following table presents information regardatock options granted in 2009 pursuant to our 2D00rhpensatory Stock Option Plar
the Named Executive Officers.

Number of
Securities Exercise Price Grant Date
Underlying Fair Value of
of Option
Name Grant Date Options Awards Options (1)
Neil K. Warma 01/16/0¢ 150,00((2) $ 0.22 $ 32,23
11/30/0¢ 100,00(®) $ 2.0t $ 202,88
Donna R. Rill 01/16/0¢ 40,00(@) $ 0.2z2 $ 8,59
02/06/0¢ 8,39¢4) $ 0.47 $ 3,83
11/30/0¢ 50,00((3) $ 2.0t $ 101,44
Jaye L. Thompso 11/30/0¢ 50,00(@) $ 2.0t $ 101,44(

(1) Amounts in this column represent the aggregedat date fair value of awards computed in acaardavith Financial Accounting
Standards Board Accounting Standards Codificatiopid 718. See Note 10 to our financial statementlided in this annual report on
Form 1(-K for assumptions underlying the valuation of eguaitvards

(2) One-half of the shares vested on the date of granttedemaining or-half vested on December 31, 20

(3) The shares vest quarterly over a t-year period from the grant da

(4) Fully vested at gran
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2009 Outstanding Equity Awards at Fiscal Year-End

The following table presents information regardingstanding equity awards at December 31, 2008doh of the Named Executive
Officers.

Option Awards

Number of
Securities Number of
Underlying Securities Option
Unexercise( Underlying Exercise Option
Unexercised Expiration
Options (#) Options (#) Price
Name Exercisable Unexercisable ($) Date
Neil K. Warma 166,66 83,3310 $ 1.01 06/16/1¢
150,00( = $ 0.2 01/16/1¢
— 100,00(@) $ 2.0t 11/30/1¢
Donna R. Rill 6,00( — $ 7.0C 12/05/1(
23,38( — $ 5.0C 04/20/1¢
21,33 10,667) $ 5.47 06/18/1°
3,00(¢ — $ 1.0¢ 05/06/1¢
19,25( 13,75(D $ 1.17 06/26/1¢
40,00( — $ 0.22 01/16/1¢
8,39¢ — $ 0.47 02/06/1¢
— 50,00(@) $ 2.0t 11/30/1¢
Jaye L. Thompso — 50,00(@) $ 2.0t 11/30/1¢

(1) The shares vest quarterly over a t-year period from the grant da
(2) The shares vest on 6/18/:

2009 Director Compensation

The following table presents summary informationtfe year ended December 31, 2009 regarding tensation of the noemploye:!
members of our Board of Directors. Mr. Randallgesid from the Board effective February 19, 2004, lélin. McWilliams did not stand for re-
election at the expiration of his term of officdéesftive November 11, 2009.

Fees Earnel
Options
or Paid Awards
Name in Cash (1) Total
David Hung® — $15,19¢na2) $15,19¢
David E. Jordel® $ 15,00(™®) $18,34(an@2) $33,34(
David B. McWilliams® $ 9,00(® $15,19¢1n2) $24,19¢
Lorin J. Randal $ 4,60(20 — $ 4,60(
Michael S. Richmai®) — $24,887(12) $24,88"
Scott B. Seama®) — $28,09711)(12) $28,09°

(1) Amounts in this column represent the aggregatetglate fair value of awards computed in accordavitie Financial Accounting
Standards Board Accounting Standards Codificatiopid 718. See Note 10 to our financial statememntkided in this annual report on
Form 1(-K for assumptions underlying the valuation of egaivards

(2)  Holds options to purchase 61,000 shares of comnuwk sit fiscal year ent

(3) Holds options to purchase 42,880 shares of comnuwk sit fiscal year ent

(4) Holds options to purchase 268,326 shares of constank at fiscal year en

(5) Holds options to purchase 103,650 shares of constumk at fiscal year en
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(6) Holds options to purchase 111,150 shares of constauk at fiscal year en

@) Messrs. Jorden, Richman and Seaman electedthaege Board compensation fees due as of Dece3ib@008 for stock options. On
February 6, 2009, each named director was issuegtion to purchase one share of common stock&oh éollar due, fully vested and
exercisable for a term of ten years, at an exeqnise of $0.47 per share, the market value ord#te of grant

(8) Compensation for services as chair of the Audit Gttee for the fourth quarter 2009 and paid in &ap2010.

(9) Payment of deferred 2008 board compensation fe280A.

(10) Payment of fourth quarter 2008 and first quart€d®Board compensation fees paid in 2(

(11) Dr. Hung and Messrs. Jorden, McWilliams andrBan elected to exchange Board compensation feefodthe period January 1, 2009
to June 30, 2009 for stock options. On Februa® @)9, each named director was issued an optiparthase 8,000 shares of common
stock, fully vested on June 30, 2009 and exercéstdvla term of ten years, at an exercise prick0ot7 per share, the market value on
the date of gran

(12) Dr. Hung and Messrs. Jorden, McWilliams, Richmad &eaman elected to exchange Board compensatisndieefor the period July
2009 to December 31, 2009 for stock options. Onustg@6, 2009, each named director was issued @&ndptpurchase 8,000 shares
common stock, fully vested on December 31, 2009ex®dcisable for a term of ten years, at an exeqmike of $1.47 per share, the
market value on the date of gra

The following table presents information regardétgck option granted in 2009 pursuant to our 200th@ensatory Stock Option Plan to
the non-employee members of our Board of Directors.

Number of Grant

Exercise Date

Securities Fair

Underlying Price of Value
) Option of Options

Name Grant Date Options Awards 1)
David Hung 02/06/0¢ 8,00( $ 0.47 $ 3,661
08/26/0¢ 8,00( $ 1.4 $11,53:
David E. Jordel 02/06/0¢ 6,88( $ 0.47 $ 3,141
02/06/0¢ 8,00(¢ $ 047 $ 3,661
08/26/0¢ 8,00(¢ $ 1.4 $11,53:
David B. McWilliams 02/06/0¢ 8,00( $ 0.47 $ 3,661
08/26/0¢ 8,00( $ 1.4 $11,53:
Michael S. Richmal 02/06/0¢ 29,25( $ 047 $13,35¢
08/26/0¢ 8,00(¢ $ 1.47 $11,53:
Scott B. Seama 02/06/0¢ 28,25( $ 0.47 $12,89¢
02/06/0¢ 8,00( $ 0.47 $ 3,661
08/26/0¢ 8,00( $ 1.47 $11,53:

(1) Amounts in this column represent the aggregedeat date fair value of awards computed in acamdavith Financial Accounting
Standards Board Accounting Standards Codificatiopid 718. See Note 10 to our financial statememntkided in this annual report on
Form 1(-K for assumptions underlying the valuation of eguaitvards
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Standard Compensation Arrangemer

Employee directors do not receive any compensdtioservices as a member of our Board. We reimbowselirectors for travel and
lodging expenses in connection with their attendaatdBoard and committee meetings. In summary,emoployee Board members receive the
following fees:

Annual retaine $12,00(
For each Board meeting attended in pel $ 1,50(
For each Board meeting attended that is held teleiphlly $ 75C
For each committee meeting attended by &chair committee membi $ 75C
For each committee meeting attended by the chadivadfcommittee $ 1,00(
Quatrterly retainer for Audit Committee ch $15,00(

In lieu of cash compensation for services as a neerobthe Board for 2009, the Board elected to raply suspend cash payments, and
non-employee directors were issued stock optiostead, except with respect to the Audit Committesraquarterly retainer.

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

The following table sets forth, as of February 2610, the number and percentage of outstandingsludiour common stock beneficia
owned by: (a) each person who is known by us tthbeédeneficial owner of more than 5% of our outdiag shares of common stock; (b) each
of our directors; (c) the Named Executive Officeasd (d) all current directors and executive offic@s a group. As of February 25, 2010 there
were 15,527,322 shares of common stock issued atsthading.

Beneficial ownership has been determined in acecm&avith Rule 13d-3 under the Exchange Act. Undisrrule, certain shares may be
deemed to be beneficially owned by more than omgope(if, for example, persons share the powepte vr the power to dispose of the
shares). In addition, shares are deemed to beibiatigfowned by a person if the person has thhtrig acquire shares (for example, upon
exercise of an option or warrant) within sixty (&@ys of the date as of which the information mvjted. In computing the percentage
ownership of any person, the amount of sharesémeéd to include the amount of shares beneficiallgesl by such person by reason of such
acquisition rights. As a result, the percentageut§tanding shares of any person as shown in tlwviog table does not necessarily reflect the
person’s actual voting power at any particular date

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

Number of Sharet Percentage ¢
Name and Address of Beneficial Ownef?) Owned Class
Beneficial Owners of more than 5%:
Charles E. Shee(? 1,456,09(3) 8.97%
Albert and Margaret Alkek Foundati(® 1,624,751 9.9%%
LBI Group Inc.® 1,461,75/™ 8.9¢%
Alkek & Williams Ventures Ltd®) 1,421,26'©) 8.6(%
DLD Family Investments, LL(19 989,011 6.12%
Austin W. Marxe(2) 1,235,80(13) 7.72%
David M. Greenhous(2) 1,235,80(13) 7.72%
Officers and Directors:
David E. Jordel 1,492,3314 9.12%
Scott B. Seama® 1,454,91(15) 8.81%
Neil K. Warma 353,20%16) 2.22%
Donna R. Rill 128,137 kd
Michael S. Richmai 103,65(8) *
David Hung 78,5719 *
Jaye L. Thompso 8,48(20) *
All directors and executive officers as a groupé€rsons)** 3,619,292y 22.1%

*

*%

(1)
()

3)

(4)

Less than 19

Includes only current directors and officers seg\im such capacity as of February 25, 2(

Unless otherwise indicated in the footnotes, thdinggaddress of the beneficial owner is c/o Op&karapeutics, Inc., 2635 N. Cresc
Ridge Drive, The Woodlands, Texas 773

Charles E. Sheedy exercises sole voting amqbdive power over all of the shares of commomlsteeneficially owned. The
information in this footnote is primarily based ioformation reported on the Schedule 13G/A filedhwthe SEC on July 23, 2009 by
Charles E. Sheedy. The mailing address of the @aledwner is 909 Fannin Street, Suite 2907, HonsTexas 7701(

Consisting of: (i) 752,354 shares of commortlstdii) 50,000 shares of common stock underlyimg April 2006 warrants; (iii) 150,000
shares of common stock underlying Series E warréims353,736 shares of common stock underlyingeSe- warrants; (v) 100,000
shares of common stock resulting from the potectalversion of the April 2009 convertible notesgd éwi) 50,000 shares of common
stock underlying the Series G warrat

This information is based on the Schedule 13D/édfilvith the SEC on December 16, 2009, by Albertiadyaret Alkek Foundatio
(the “Foundation”), Alkek & Williams Ventures, Lt¢:Ventures”), Scott Seaman, DLD Family InvestmehisC, and the other
reporting persons named therein (the “Foundatidd’L@nd other information available to the Compafige Foundation acts through
an investment committee of its board of directadsich includes Mr. Daniel Arnold, Mr. Joe Bailey rMscott Seaman and Ms. Randa
Duncan Williams. Mr. Seaman is the executive doeof the Foundation and chairman of the investnreemmittee. The investment
committee has sole voting and investment power alte&f the shares of common stock beneficially ediy the Foundation. Howev
pursuant to the Foundation 13D, neither the exeeutirector nor any member of the investment cotemitnay act individually to vote
or sell shares of common stock held by the Fouadatherefore, the Foundation has concluded thatdigidual committee

member is deemed to beneficially own, within thearmirg of Rule 13d-3 of the Exchange Act, any shafemmmon stock held by the
Foundation solely by virtue of the fact that hesbe is a member of the investment committee. Aaltlitiy, pursuant to the Foundation
13D, the Foundation has concluded that becaus&®émman, in his capacity as executive director airctan of the investment
committee, cannot act in such capacity to voteetirshares of common stock held by the Foundatibhout the approval of the
investment committee, he is not deemed to bend#ficavn, within
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(5)

(6)

(7)
(8)

the meaning of Rule 1-3 of the Exchange Act, any shares of common stedi by the Foundation by virtue of his positior
executive director or chairman of the investmemhiuttee. The mailing address of the beneficial awsd 100 Louisiana, Suite 5250,
Houston, Texas 7700

Consisting of: (i) 902,618 shares of common stdick22,222 shares of common stock underlying Se@evarrants; (iii) 158,165 shau
of common stock underlying the Series F warram$3;4(1,750 shares of common stock underlying théeSes warrants; and

(v) 500,000 shares of common stock resulting froengotential conversion of the April 2009 convdetibotes. Excludes: (i) 250,000
shares of common stock underlying the April 2008reuats; (ii) 250,000 shares of common stock undeglyhe Series E warrants; and
(iii) 208,250 shares of common stock underlying Slzeies G warrants because the Foundation is cbunédly prohibited from
exercising any of these warrants to the extentitivabuld beneficially own in excess of 9.999% bé ttotal number of issued and
outstanding shares of common stock after such eeer@ursuant to the Foundation 13D, the Foundatimhother reporting persons
named therein may be deemed to constitute a garypufposes of Section 13(d) or Section 13(g) efEkchange Act. However, the
Foundation, Ventures, Chaswil, Ltd. and Mr. Seamgressly disclaim (i) that, for purposes of Setti@(d) or Section 13(g) of the
Exchange Act, they are a member of a group withaeisto securities of the Company held by DLD Faritivestments, LLC,

Mr. Arnold, Mr. Bailey or Ms. Williams and (ii) thahey have agreed to act together with DLD Farmilyestments, LLC, Mr. Arnold,
Mr. Bailey or Ms. Williams as a group other thardascribed in the Foundation 13D. Therefore, thissthot include the following
securities: (i) 392,454 shares of common stock hgl®LD Family Investments, LLC; (ii) 17,778 shascommon stock underlying
Series C warrants held by DLD Family InvestmentsCL (iii) 110,000 shares of common stock underlyihg April 2006 warrants held
by DLD Family Investments, LLC; (iv) 100,000 shatgscommon stock underlying Series E warrants bglDLD Family Investments
LLC; (v) 68,781 shares of common stock underlyiegi& F warrants; (vi) 200,000 shares of commockstesulting from the potential
conversion of the April 2009 convertible notesj)(%00,000 shares of common stock underlying théeS&s warrants; (viii) 26,667
shares of common stock held by Mr. Arnold; (ix)@&hares of common stock underlying Series C wtgtzeld by Mr. Arnold;

(x) 10,000 shares of common stock underlying thal 2006 warrants held by Mr. Arnold; (xi) 50,00Bases of common stock held by
Mr. Bailey; (xii) 5,000 shares of common stock urgiag a Warrant held by Mr. Bailey; (xiii) 416,5%hares of common stock held by
Ventures; (xiv) 18,223 shares of common stock ugitey Series C warrants held by Ventures; (xv) 0825, shares of common stock
underlying the April 2006 warrants held by Ventyresi) 200,000 shares of common stock underlyieges E warrants held by
Ventures; (xvii) 61,509 shares of common stock ulydey Series F warrants held by Ventures; (x\i0,000 shares of common stock
resulting from the potential conversion of the ARA09 convertible notes; (xix) 200,000 sharesahmon stock underlying the Series
G warrants; (xx) 43,655 shares of common stock helfir. Seaman; (xxi) 5,334 shares of common stouderlying Series C warrants
held by Mr. Seaman; (xxii) 7,500 shares of commtogksunderlying the April 2006 warrants held by Meaman; (xxiii) 10,000 shares
of common stock underlying Series E warrants hgllb. Seaman and (xxiv) 17,573 shares of commockstmderlying Series F
warrants held by Mr. Seaman. The information is fobtnote is primarily based on the Foundation &80 other information provided
to us.

Lehman Brothers Holdings Inc. exercises sole vating dispositive power over all of the shares oficmn stock beneficially owned
LBI Group Inc. The information in this footnotepsimarily based on information reported on the Site 13G filed with the SEC on
August 19, 2008 by LBI Group Inc. The mailing adssref the beneficial owner is 1271 Sixth Avenueth88or, New York, New York
10020.

Consisting of: (i) 675,675 shares of common stouk @) 786,080 shares of common stock underlyiege® F warrants

Chaswil, Ltd. is the investment manager of \We@$ and holds voting power and investment powdr mispect to Company securities
held by Ventures pursuant to a written agreemerdtt8. Seaman is a principal of Chaswil, Ltd. &ad shared voting power and
shared investment power over all of the shareswingon stock beneficially owned by Ventures. Theilinfation in this footnote is
primarily based on the Foundation 13D and othesrimfition provided to us. The mailing address ofitéeeficial owner is 1100
Louisiana, Suite 5250, Houston, Texas 77(
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(9)

(10)

(11)

(12)

(13)

(14)

(15)

Consisting of: (i) 416,537 shares of common stdick18,223 shares of common stock underlying Se@evarrants; (iii) 125,000 shau
of common stock underlying the April 2006 warrarfig) 200,000 shares of common stock underlyingeSe warrants; (v) 61,509
shares of common stock underlying Series F warrants$ (vi) 400,000 shares of common stock resufiiogn the potential conversion
of the April 2009 convertible notes; and (vii) 2000 shares underlying the Series G warre

Randa Duncan Williams is the principal of DEamily Investments, LLC and she may be deemedéecese voting and investment
power with respect to such shares. The informatidhis footnote is primarily based on the Foungatl3D and other information
provided to us. The mailing address of the beradfimivner is P.O. Box 4735, Houston, Texas 7-4735.

Consisting of: (i) 392,454 shares of common stdick17,779 shares of common stock underlying Se@evarrants; (iii) 110,000 shau
of common stock underlying the April 2006 warrarfig) 100,000 shares of common stock underlyingeSde warrants; (v) 68,781
shares of common stock underlying Series F warr&i)s200,000 shares of common stock resultingnfthe potential conversion of 1
April 2009 convertible notes; and (vii) 100,000 sdsof common stock underlying the Series G wasti

Austin W. Marxe and David M. Greenhouse are thdrotling principals of AWM Investment Company, In*AWM?"), the genera
partner of and investment advisor to Special SitnatCayman Fund, L.P. (“Cayman”). AWM serves a&sittvestment advisor to
Special Situations Fund 11l QP, L.P. (“SSFQP”), 8pkSituations Private Equity Fund, L.P. (“SSPHE#)d Special Situations Life
Sciences Fund, L.P. (“Life Sciences”). Cayman, SBFEEPE, and Life Sciences are collectively refetoeas the “Funds.” AWM and
Messrs. Marxe and Greenhouse are either the ggreataker or members of entities which are the gdrmrtner of the Funds. Messrs.
Marxe and Greenhouse exercise joint voting andodisipe power over all of the shares of commonlstmed warrants owned by the
Funds. The information in this footnote is primatilased on a Schedule 13G filed with the SEC omuzep 12, 2010. The mailing
address of Messrs. Marxe and Greenhouse is 527sbladive., Suite 2600, New York, New York 100

Consisting of: (i) 750,000 shares of common stawdk @) 485,800 shares of common stock underlyhregApril 2006 warrants held t
the Funds

Consisting of: (i) 650,000 shares of commamlst(ii) 60,000 shares of common stock underlyimg April 2006 warrants; (i) 132,000
shares of common stock underlying Series E warréin)s314,118 shares of common stock underlyingeSeF warrants; (v) 200,000
shares of common stock resulting from the potertialversion of the April 2009 convertible notesg gwi) 100,000 shares of common
stock underlying the Series G Warrants; and (\8i234 shares of common stock underlying curremntgrasable stock option
Consisting of: (i) 111,150 shares underlying stoptions; (ii) 416,537 shares of common stock hgl&/entures; (iii) 18,223 shares
common stock underlying Series C warrants held egtifres; (iv) 125,000 shares of common stock upiheylthe April 2006 warrants
held by Ventures; (v) 200,000 shares of commonkstioclerlying Series E warrants held by Ventured;g%,509 shares of common
stock underlying Series F Warrants held by Ventugd 400,000 shares of common stock resultiranfrthe potential conversion of 1
April 2009 convertible notes held by Ventures;ij\#i00,000 shares underlying the Series G Wartals by Ventures; (ix) 5,334 sha
of common stock underlying Series C warrants; (8D@ shares of common stock underlying the Aprd&@arrants; (xi) 10,000 shar
of common stock underlying Series E warrants; (Kif)573 shares of common stock underlying Seriesiffants; and (xiii) 43,655
shares of common stock. (See footnote 9 for additidiscussion of the information set forth in das (i) through (viii) of the
preceding sentence.) Pursuant to the Foundation th#does not include the following shares whith Seaman has determined he
does not have beneficial ownership of or has disad beneficial ownership: (i) 902,618 shares ohown stock held by the
Foundation; (ii) 22,222 shares of common stock dgitey Series C warrants held by the Foundatiai); Z60,000 shares of common
stock underlying the April 2006 warrants held bg foundation; (iv) 250,000 shares of common stoaletying Series E warrants hi
by the Foundation; (v) 158,165 shares of commockstmderlying Series F warrants held by the Founodatvi) 250,000 shares of
common stock underlying Series G warrants helchbyRoundation; and (vii) 500,000 shares of comntocksresulting from the
potential conversion of the April 2009 convertibletes held by the Foundation. (See footnote 5dditenal discussion of the
information set forth in clauses (i) through (\f)the preceding sentence.) The mailing addrediseobeneficial owner is 1100
Louisiana, Suite 5250, Houston, Texas 77(
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(16)

(17)
(18)
(19)

(20)
(21)

Consisting of: (i) 3,021 shares of common stodk;3(515 shares of common stock underlying Serieafants; (iii) 20,000 shares
common stock resulting from the potential conversidthe April 2009 convertible notes; (iv) 10,06iares of common stock
underlying the Series G Warrants; and (v) 316,6&8es of common stock underlying currently exetilssatock options

Consisting of: (i) 2,610 shares of common stock @nd 25,526 shares of common stock underlyingently exercisable stock optior
Consisting of 103,650 shares of common stock upihgricurrently exercisable stock optiol

Consisting of: (i) 17,573 shares of commorlstonderlying Series F warrants and (ii) 61,000et@f common stock underlying
currently exercisable stock optiot

Consisting of: (i) 4,313 shares of common stock @ind,167 shares of common stock underlying cotfyeexercisable stock option
Consisting of: (a) the following held by Mr. Jord@n60,000 shares of common stock underlying tipeil 2006 warrants; (ii) 132,00
shares of common stock underlying Series E warr#iii)s314,118 shares of common stock underlyirgi& F warrants; (iv) 36,214
shares of common stock underlying currently exafulis stock options; (v) 200,000 shares of commockstinderlying convertible
promissory notes; (vi) 100,000 shares underlyingeSes warrants; and (vii) 650,000 shares of comstonk; (b) the following held by
Mr. Seaman or for which Mr. Seaman may be deemédve voting and investment power: (i) 111,150 ehaf common stock
underlying currently exercisable stock optiong;4il6,537 shares of common stock held by Vent\ii@s18,223 shares of common
stock underlying Series C warrants held by Ventuiigy 125,000 shares of common stock underlyingil&2006 warrants held by
Ventures; (v) 200,000 shares of common stock ugithgriSeries E warrants held by Ventures; (vi) 69,58ares of common stock
underlying Series F warrants held by Ventures) 400,000 shares of common stock underlying coiblerpromissory notes;

(viii) 5,334 shares of common stock underlying 8&1C warrants; (ix) 7,500 shares of common stoclerying the April 2006
warrants; (x) 10,000 shares of common stock unieyl$eries E warrants; (xi) 17,573 shares of comstook underlying Series F
warrants; and (xii) 43,655 shares of common st@okthe following held by Dr. Hung (i) 17,573 shai@ common stock underlying
warrants and (ii) 61,000 shares of common stocletdyithg currently exercisable stock options; (& fbllowing held by Mr. Warma
(i) 3,021 shares of common stock; (ii) 3,515 sharagderlying Series F warrants; (iii) 20,000 sharederlying convertible promissory
notes; (iv) 10,000 shares underlying Series G wigsrand (v) 316,669 shares of common stock uniterlgurrently exercisable stock
options; (e) 103,650 shares underlying currentireisable stock options held by Mr. Richman an@ @10 shares of common stock
and 125,526 shares of common stock underlying otiyrexercisable stock options held by Ms. Rill 4gii4,313 shares of common
stock and 4,167 shares of common stock underlyimgently exercisable stock options held by Ms. Thson.

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

The Audit Committee of our Board is responsibledeersight and review of any related person traisas. We have no related person

transactions that require disclosure under this@ec
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Director Independence

The Board has determined that Dr. Hung and Messded, Richman and Seaman are each an independestbdwithin the meaning of
NASDAQ listing standards, which directors cons@tatmajority of the Board. The Board has determthatieach member of the Bo’s
Audit, Compensation and Nominating and Corporategdmance Committees is independent (or similarkigteated) based on the Board’s
application of the standards of NASDAQ, the ruled eegulations promulgated by the SEC or the IateRevenue Service, as appropriate for
such committee membership. The current membeifsesEtcommittees are as follows:

Nominating and

Corporate
Audit Compensation Governance
Director Independent Committee Committee Committee
David Hung X X X
David E. Jordel X X X
Michael S. Richmal X X X
Scott B. Seama X X X X

ltem 14.  Principal Accountant Fees and Services
The following table presents the estimated aggeefgss billed by MaloneBailey, LLP for servicesfpemed during our last two fiscal
years.

Years Ended
December 31,

2009 2008
Audit fees(1) $75,37¢ $67,41¢
Tax fees® — 5,60(
All other fees® 7,12°¢ 11,87¢

$82,50( $84,80(

(1) Audit fees include professional services readdor (i) the audit of our annual financial stagts for the fiscal years ended
December 31, 2008 and 2009, (ii) the reviews offitlencial statements included in our quarterlyorépon Form 10-Q for such
years and (iii) the issuance of consents and otiaters relating to registration statements filgaib.

(2) Tax fees include professional services relatingréparation of the annual tax retu

(3) Other fees include professional services for reviéwarious filings and issuance of conse

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

The Board'’s policy is to pre-approve all audit geimissible noraudit services provided by the independent audifidisse services m
include audit services, audit-related servicesstxices and other services. Pre-approval is géngrovided for up to one year and any pre-
approval is detailed as to the particular serviceabegory of services and is generally subjeet $pecific budget. The independent auditors
management are required to periodically reporh&Board regarding the extent of services provigethe independent auditors in accordance
with this pre-approval, and the fees for the s@wiperformed to date. The Board of Directors mag pte-approve particular services on a
case-by-case basis. The Audit Committee pre-apprt@8% of the tax services and other services geavby our independent auditors during
the last two fiscal years.
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PART IV

Iltem 15. Exhibits and Financial Statement Schedules
(@ 1. Financial Statemen

INDEX TO FINANCIAL STATEMENTS

Audited Financial Statements for years ended Deceneb 31, 2009 and 2008 and the period from January 22003 (Inception)
through December 31, 2009

Report of Independent Registered Public Accourf&imm

Balance Sheets as of December 31, 2009 and

Statements of Expenses for the Years Ended Dece3ith@009 and 2008 and the period from January2@23 (Inception) throug
December 31, 200

Statement of Changes in Stockholders Equity fronudey 22, 2003 (Inception) through December 3D9:

Statements of Cash Flows for the years ended Dezei@b, 2009 and 2008 and the period from Januar@03 (Inception) throug
December 31, 200

Notes to Financial Statemer

2. Financial Statement Schedu
The required information is included in the finaal@tatements or notes thereto.

3.  List of Exhibits

Exhibit No. Description
2.1 Stock Purchase Agreement by and among SportandJimitistries, Inc., Jason G. Otteson, PharmaFmsn@erp.,

F-3
F-4

F-6
F-7

Warren C. Lau and other PharmaFrontiers stockhs|diated May 5, 2004 (incorporated by referendextabit 2.1 to

the Compan’s Current Report on Forn-K filed June 4, 2004

2.2 Agreement and Plan of Reorganization by and amdwgrRaFrontiers Corp., Pharma Acquisition Corp apéxa

Pharmaceuticals, Inc. dated October 7, 2004 (iraratpd by reference to Exhibit 2.1 to the Compausrent Report

on &K filed October 8, 2004

3.1 Articles of Amendment and Restatement of the Aeabf Incorporation (incorporated by referencesthikit 3.1 to the

Compan’s Current Report on Forn-K filed on June 19, 2006

3.2 Articles of Amendment to the Amended and Restatditlas of Incorporation of the Company (incorpedby

reference to Exhibit 3.1 to the Comp’s Current Report on Forn-K filed on November 13, 2009

3.3 Amended and Restated By-laws (incorporated by eefss to Exhibit 3.2 to the Company’s Current ReparEorm 8-K

filed on November 13, 200¢

4.1 Form of Common Stock Certificate (incorporated éference to Exhibit 4.7 to the Comp’s Registration Statement

Form &-3 (File No. 33-163108), filed on November 13, 200

4.2 Registration Rights Agreement dated June 17, 2§CGtnd among the purchasers named therein for Sefidarrants

(incorporated by reference to Exhibit 10.19 to F@&B-2 filed July 19, 2005)

4.3 Securities Purchase Agreement dated June 17, 3086dbamong the Company and the Investors namegirer

Series C Warrants (incorporated by reference takiixh0.18 toForm SE-2 filed July 19, 2005)
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

412

413

4.14

4.15

4.16

4.17

4.18

4.19

Securities Purchase Agreement dated June 30, 3088chamong the Company and the purchasers namesrtiior Series (
Warrants (incorporated by reference to Exhibit 0a®Form SlI-2 filed July 19, 2005)

Securities Purchase Agreement dated July 15, 29@hnth among the Company and the Investors nameeirthfer Series C
Warrants (incorporated by reference to Exhibit 1a®Form SlI-2 filed July 19, 2005)

Registration Rights Agreement dated July 15, 2008r1d among the Company and the Investors nameeirthfer Series C
and Series D Warrants (incorporated by referen&xtobit 10.22 to Form S-2 filed July 19, 2005)

Form of Series C Common Stock Purchase Warranvijiacated by reference to Exhibit 10.17 to FormZSHed July 19,
2005).

Form of Series D Warrant Agreement issued to bolkeconnection with 2005 Series A, Series B amieS«& Warran
offerings (incorporated by reference to ExhibitzZ®)to Amendment No. 2 to Form -2 filed April 11, 2006)

Purchase Agreement dated April 11, 2006 by and gntteen Company and the Investors named therein oit 2006 commo
stock and warrant offering (incorporated by refeeeto Exhibit 10.1 to the Company’s Current Reportorm 8-K filed
April 18, 2006).

Form of Warrant issued in connection with April B08Xfering (incorporated by reference to Exhibit3.@ the Company’s
Current Report on Formr-K filed April 18, 2006).

Registration Rights Agreement dated April 11, 209Gand among the Company and the Investors naneeelithfor April
2006 offering common stock and warrants (incorpatdty reference to Exhibit 10.2 to the Company’sré€ut Report on
Form &K filed April 18, 2006).

Form of Series E Warrant (incorporated by referdndexhibit 4.2 to the Company’s Registration Staat on Form SB-2
(Amendment No. 1) (File No. 3-147167) filed December 20, 200

Warrant Agent Agreement by and between the CompadyContinental Stock Transfer & Trust Company did&ebruary 13,
2008 for the Series E Warrants (incorporated bgresfce to Exhibit 4.3 to the Company’s Current Repo Form 8-K filed
February 14, 2008

Form of Underwriters’ Warrant Agreement by and kewthe Company and each underwriter party théoetbe Series E
Warrants (incorporated by reference to Exhibitté.the Compar’s Current Report on Forn-K filed February 14, 2008

Form of Underwriters’ Warrant to Acquire WarrantgrAement by and between the Company and each uriigemarty
thereto for the Series E Warrants (incorporatedeligrence to Exhibit 4.5 to the Company’s Curreep&t on Form 8-K filed
February 14, 2008

Unit Purchase Agreement dated August 8, 2008 byaamahg the Company and the Investors hamed thieremnnectior
with Unit offering of common stock and Series F Vdats (incorporated by reference to Exhibit 10.thesCompany’s
Current Report on Forrr-K filed August 12, 2008)

Form of Series F Warrant issued in connection Witlgust 8, 2008 financing (incorporated by referetecExhibit 10.3 to the
Compan’s Current Report on Forn-K filed August 12, 2008)

Registration Rights Agreement dated August 8, 28i8/een the Company and the Investors named thiereomnection wit
common stock and Series F Warrants (incorporategfeyence to Exhibit 10.2 to the Company’s Curfeaport on Form &
filed August 12, 2008

Unit Purchase Agreement dated April 14, 2009 by amdng the Company and the Investors party théoetihe 10%
Convertible Notes and Series G Warrants (incorgaral reference to Exhibit 10.1 of the Compangurrent Report on For
8-K filed April 16, 2009).
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4.20

4.21

4.22

4.23

4.24

4.25

4.26

10.1+

10.2+

10.3+

10.4+

10.5+

10.6+

10.7+

10.8+

Form of 10% Convertible Promissory Note due Ap4| 2011 issued by the Company on April 14, 2008djiporated by referen
to Exhibit 10.2 of the Compa’s Current Report on Forn-K filed April 16, 2009).

Registration Rights Agreement dated April 14, 209%nd among the Company and the investors pagteti (incorporated by
reference to Exhibit 10.3 of the Comp’s Current Report on Forn-K filed April 16, 2009).

Form of Series G Warrant issued by the Company il A4, 2009 (incorporated by reference to Exhilfit4 of the Company’s
Current Report on Formr-K filed April 16, 2009).

Security Agreement dated April 14, 2009 by and agnive Company and the investors party thereto (paated by reference to
Exhibit 10.5 of the Compar's Current Report on Forn-K filed April 16, 2009).

Placement Agent Agreement, dated December 9, 2808nd between the Company and Rodman & Rensha@,fat Unit
offering of Common Stock and Series A and Serig¥d@rants (incorporated by reference to Exhibittd.the Company’s Current
Report on Form -K filed December 10, 2009

Form of Securities Purchase Agreement, dated Beoémber 9, 2009, by and between the Company afdieeestor signatory
thereto for Unit offering of Common Stock and Sereand Series B Warrants (incorporated by refexéa&Exhibit 10.1 to the
Compan’s Current Report on Forn-K filed December 10, 2009

Form of Common Stock Purchase Warrant for SeriandSeries B Warrants (incorporated by referen&xtobit 4.1 to the
Compan'’s Current Report on Forn-K filed December 10, 2009

June 2004 Compensatory Stock Option Plan (incotpdray reference to Exhibit B to the Company’s Digifie Information
Statement on Schedule 14C filed on June 29, 2!

Amended and Restated Employment Agreement datedl 14r2006 by and between the Company and DaviddBVilliams
(incorporated by reference to Exhibit 10.1 to tr@pany's Quarterly Report on Form -QSB filed August 14, 2006

Amendment to Employment Agreement dated May 9, 2808nd between the Company and David B. McWilligmsorporated
by reference to Exhibit 10.1 to the Comp’s Quarterly Report on Form -Q filed May 13, 2008)

Employment Agreement dated May 9, 2008 by and batviee Company and Lynne Hohlfeld (incorporateddfgrence tc
Exhibit 10.2 to the Compa’s Quarterly Report on Form -Q filed May 13, 2008)

Employment Agreement dated May 9, 2008 by and batviiee Company and Jim C. Williams, Ph.D (incorpeidy reference t
Exhibit 10.3 to the Compa’s Quarterly Report on Form -Q filed May 13, 2008)

Employment Agreement dated May 9, 2008, betweerlCtimapany and Donna R. Rill (incorporated by refeesto Exhibit 10.4 to
the Compan’'s Quarterly Report on Form -Q filed May 13, 2008)

Employment Agreement dated June 16, 2008 by arvdeleet the Company and Neil K. Warma (incorporateddfgrence to
Exhibit 10.1 to the Compa’s Current Report on Forn-K filed on June 18, 2008

Employment Agreement dated April 14, 2009 betwéenGompany and Donna R. Rill (incorporated by eziee to Exhibit 10.!
of the Compan’s Current Report on Forn-K filed April 16, 2009).
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10.9%+
10.10

10.11

10.12

10.13

10.14+A

10.15*+
23*

31.1*

32.1*

Employment Agreement dated November 16, 2009 bybahdeen the Company and Jaye L. Thomp

License Agreement dated September 5, 2001 by amebe the Company and Baylor College of Medicimedrporated b
reference to Exhibit 10.14 to the Comp’s Annual Report on Form -KSB filed April 15, 2005)

Lease dated August 19, 2005 by and between the @wyrgnd Dirk D. Laukien (incorporated by referet@w&xhibit 10.13 tc
the Compan’'s Annual Report on Form -KSB filed March 31, 2006

License Agreement dated January 13, 2006 by ameeketthe Company and Shanghai Institute for Bialaigbervices
(incorporated by reference to Exhibit 10.23 to Acrment No. 1 to Form £-2 filed February 9, 2006

Second Amended and Restated License Agreement diaie@1, 2007 by and between the Company and tieetsbity of
Chicago (incorporated by reference to Exhibit 1df.the Compan’'s Report on Form-K filed August 3, 2007)

Asset Purchase Agreement by and between the CongmahMovartis Institutes for Biomedical Researal, Hated August ¢
2009 (incorporated by reference to Exhibit 10.thef Compan’s Current Report on Forn-K filed August 7, 2009)

Certificate of Amendments to the Opexa Therapeutics June 2004 Compensatory Stock Option F

Consent of Independent Registered Public Accouriting MaloneBailey, LLP, dated March 4, 2010 to theorporation by
reference of their report dated March 4, 2010ha&n€ompan’s Registration Statements on For-8 and 3.

Certification of Chief Executive Officer and Chigihancial Officer pursuant to Section 302 of theb&ae-Oxley Act of
2002.

Certification of Chief Executive Officer and Chiginancial Officer pursuant to Section 906 of theb&aes-Oxley Act of
2002.

* Filed herewitt

+  Management contract or compensatory plan or arraege

++ Confidential treatment has been requested as taiggrortions of this Exhibit pursuant to Rule 48®mulgated under the Securities A
Such portions have been omitted and filed sepgratith the SEC
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SIGNATURES

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

OPEXA THERAPEUTICS, INC.

By: /s/ NEIL K. WARMA
Neil K. Warma
President, Chief Executive Officer and
Acting Chief Financial Officer

Date: March 4, 201

Pursuant to the requirements of the SecuritiesoA&034, this report has been signed below byahevfing persons on behalf of the
Registrant and in the capacity and on the datdsatet.

Signature Title Date
IS/ NEIL K. WARMA President and Chief Executive Offic March 4, 201(
Neil K. Warma (Principal Executive Officer)

Acting Chief Financial Officer
(Principal Financial and Accounting Officer)

Director
IS/ DAVID HUNG Director March 4, 201(
David Hung
IS/ DAVID E. JORDEN Director March 4, 2010
David E. Jorden
/S/ MICHAEL S. RICHMAN Director March 4, 201(
Michael S. Richman
/S/  SCOTT B. SEAMAN Director March 4, 2010

Scott B. Seaman

48



Table of Contents
Index to Financial Statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Opexa Therapeutics, Inc.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying balance she@pefa Therapeutics, Inc. (a development stage coppas of December 31, 2009
and 2008 and the related statements of expensasges in stockholdersgquity and cash flows for the years then ended@anithe period fron
January 22, 2003 (Inception) through December BQ92These financial statements are the respoigibflOpexa’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with starsdairthe Public Company Accounting Oversight Bo@sdited States). Those
standards require that we plan and perform thetstmobtain reasonable assurance about whethéinttreial statements are free of material
misstatements. The Company is not required to harewere we engaged to perform, an audit of teriral control over financial reporting.
Our audits included consideration of internal cohtwer financial reporting as a basis for desigrandit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compaimgernal control over financial reporting.
Accordingly, we express no such opinion. An augifudes examining, on a test basis, evidence stipgdhe amounts and disclosures in the
financial statements. An audit also includes assgdhe accounting principles used and signifiastimates made by management, as well as
evaluating the overall financial statement pres@naWe believe that our audits provide a reastmbasis for our opinion.

In our opinion, the financial statements referr@@lbove present fairly, in all material respedts,financial position of Opexa as of
December 31, 2009 and 2008 and the results op@sations and its cash flows for the years thereéraohd for the period from January 22,
2003 (Inception) through December 31, 2009 in conity with accounting principles generally accepiedhe United States of America.

/sl MALONEBAILEY, LLP
www.malone-bailey.com
Houston, Texas

March 4, 2010
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OPEXA THERAPEUTICS, INC.
(a development stage company)

BALANCE SHEETS

Assets
Current asset:
Cash and cash equivalel
Other current asse
Total current asse
Property & equipment, net of accumulated depremiatf $1,029,241 and $847,244, respecti
Total asset

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl
Accounts payab—related partie
Accrued expense
Current maturity of loan payab
Total current liabilities
Long term liabilities:
Convertible promissory notes, net of discount af4349
Loan payabl¢
Accrued interes
Total liabilities
Commitments and contingenci
Stockholder equity:
Preferred stock, no par value, 10,000,000 shart®ared, none issued and outstanc
Common stock, $0.01 par value, 100,000,000 shartbé®@zed, 15,476,222 and 12,245,¢
shares issued and outstand
Additional paid in capita
Deficit accumulated during the development st
Total stockholder equity
Total liabilities and stockholde’ equity

December 31,
2009

&

8,181,58.
187,30¢
8,368,88:!
949,91(

$ 593,01
32,50
141,06
67,30
833,97

987,25!
35,62¢
86,80(

1,943,65!

154,76:
96,463,65
(89,243,27)

7,375,14:

See accompanying summary of accounting policiesnatek to financial statements

F-2

December 31,
2008

$ 1,243,18
86,70¢
1,329,89:
1,166,53

$ 2,496,42.

$ 482,83
161,71
199,27:

62,42
906,24

102,77¢

1,009,02!

6,122,88:
84,929,48
(89,564,97)
1,487,39

$ 2,496,42.
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Research and developmt
General and administratiy
Depreciation and amortizatic
Loss on disposal of ass¢
Operating los!
Interest incomt
Other income and expense,
Gain on extinguishment of de
Gain (loss) on derivative instrumet
Gain on sale of technolo¢
Interest expens
Net loss

Basic and diluted loss per shi
Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(a development stage company)

STATEMENTS OF EXPENSES

Years ended December 31, 2009 and 2008 and the

Period from January 22, 2003 (Inception) to Decemlye31, 2009

Inception
through
2009 2008 2009
$ 2,107,83. $ 8,388,73 $ 64,254,10
2,020,57. 3,341,41! 22,986,76
214,85! 234,32! 967,38t
1,771 2,831 500,10
(4,345,02) (11,967,30) (88,708,35)
1,764 100,23t 1,355,82!
554,24 34,901 661,14¢
— — 1,612,441
(366,779 = 1,388,84:
3,000,00! — 3,000,00!
(278,12) (19,989 (8,553,17)
$(1,433,92)  $(11,852,15)  $(89,243,27)
$ (0.1 $ (112
12,556,05 10,551,32

See accompanying summary of accounting policiesnatek to financial statements
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STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

OPEXA THERAPEUTICS, INC.
(a development stage company)

Period from January 22, 2003 (Inception) through Deember 31, 2009

Shares issued for ca
Shares repurchased and cance
Discount related tc
beneficial conversion featu
warrants attached to de
Net loss

Balances at December 31, 2(
Shares issued fo
cash
services
license
reverse merger with Sporti
acquisition of Opexi
additional shares attached to
convertible deb
conversion of convertible not;
Shares cancelle
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Net loss
Balances at December 31, 2(
Shares issued fa
cash, net of offering cos
convertible deb
debt
license
services
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Warrant expens
Transition of warrants from equity
instruments to liability instrumen
Net loss

Balances at December 31, 2(

Common Stock

Shares
525,00(
(170,62%)

354,37!

2,25(C
206,50(
24,26¢
99,74(
250,00(

16,10(
60,75(
(8,000

1,005,98

389,45!
611,02
2,30(
29,19¢
24,00(

2,061,95!

Par

$ 262,50(

(85,319

177,18

1,12¢
103,25(
12,13¢
49,87(
125,00(

8,05(
30,37¢
(4,000

502,99.

194,72!
305,51
1,15(
14,59°
12,00(

1,030,97

F-4

Additional
Paid in Accumulated
Capital Deficit Total
$ (261,500 $ — $ 1,00(
84,98¢ — (325)
28,18( — 28,18(
28,18( — 28,18(
— (126,007 (126,00:)
(120,157 (126,009 (68,96¢)
7,87 — 9,00(
745,75( — 849,00(
414,94( — 427,07!
(197,609 — (147,73)
23,625,00 — 23,750,00
280,31¢ — 288,36¢
217,99! — 248,37(
4,00( — —
855,84¢ — 855,84¢
1,848,50: — 1,848,50:
123,33: — 123,33:
— (31,411,73) (31,411,73)
27,805,80 (31,537,73) (3,228,94)
5,151,49: — 5,346,21
7,343,93. — 7,649,441
159,85( — 161,00(
1,853,78 — 1,868,38.
1,000,401 — 1,012,401
831,94 — 831,94
1,433,10:i — 1,433,10!
2,487,74. — 2,487,74.
2,373,88: — 2,373,88:
(10,658,49) — (10,658,49)
— (14,856,72) (14,856,72)
39,783,45 (46,394,46) (5,580,03)
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OPEXA THERAPEUTICS, INC.
(a development stage company)

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY—(Cont inued)

Period from January 22, 2003 (Inception) through Deember 31, 2009

Shares issued fa
cash, net of offering cos
debt
Option expens
Warrant expens
Net loss
Balances at December 31, 2(
Cumulative change in derivative liabili
Option expens
Warrant expens
Net loss
Balances at December 31, 2(
Shares issued fa
cash, net of offering cos
services
Issuance of warrants for ca
Option expens
Net loss
Balances at December 31, 2(

Cumulative effect of change in accounting princ
Par value adjustmel
Reduction in derivative liabilit
Discount on convertible nott
Discount on warrant
Shares issued fo
cash, net of offering cos
exercise of option
exercise of warrant
Option expens
Net loss
Balances at December 31, 2(

Common Stock A(Ii(gittlioir:]al Accumulated
Shares Par Capital Deficit Total
4,600,00! 2,300,001 18,853,51 — 21,153,51
34,82¢ 17,37« 162,62¢ — 180,00(
— — 2,749,61 — 2,749,61
— — 1,568,961 — 1,568,961
— — — (12,649,17) (12,649,17)
6,696,78: 3,348,35. 63,118,18 (59,043,63) 7,422,89:
— — 10,658,49 (4,001,820 6,656,671
— — 1,876,10: — 1,876,10:
— — 845,27¢ — 845,27!
= - — (14,667,36) (14,667,36)
6,696,78 3,348,35. 76,498,05. (77,712,82) 2,133,58!
5,503,87. 2,751,93 5,899,64. — 8,651,57
45,20( 22,60( 26,36¢ — 48,96¢
— — 603,85( — 603,85(
— — 1,901,571 — 1,901,57!
— — — (11,852,15) (11,852,15)
12,245,85 $6,122,88: $84,929,48 $(89,564,97) $ 1,487,39
(1,976,45) 1,755,62: (220,83}
= (6,329,88) 6,329,88! — —
— — 587,60¢ — 587,60¢
— — 439,49: — 439,49:
— — 37,45 — 37,45:
2,550,00! 25,50( 4,663,66! — 4,689,16!
60,40( 26,28( 37,32¢ 63,60
619,96 309,98: 764,95! — 1,074,93!
— — 650,24¢ — 650,24
— — — (1,433,92) (1,433,92)
15,476,22 154,76 96,463,65 (89,243,27) 7,375,14

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

STATEMENTS OF CASH FLOWS
Years ended December 31, 2009 and 2008 and the

Period from January 22, 2003 (Inception) to Decemlye31, 2009

Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net cash usegerating activitie
Stock payable for acquired research and develop
Stock issued for acquired research and develop
Stock issued for servict
Stock issued for debt in excess of princi
Amortization of discount on notes payable due torarts and beneficial conversion feat
Unrealized gain on marketable securi
Gain on extinguishment of de
Depreciatior
Amortization of debt financing cos
Option and warrant expen
Loss on derivative instrumer
Loss on disposition of fixed asst
Changes in
Accounts receivabl
Prepaid and other expens
Accounts payabl
Accrued expense
Net cash provided by (used in) operating activi
Cash flows from investing activitie
Purchase of property & equipme
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Common stock and warrants sold for cash, net @frioff) cost:
Common stock repurchased and canc
Proceeds from exercise of warrants and opt
Proceeds from del
Repayments on notes paya
Net cash provided by financing activiti
Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

Cash paid for

Income tax

Interest
NON-CASH TRANSACTIONS
Issuance of common stock to Sportan shareho
Issuance of common stock for accrued inte
Issuance of warrants to placement ag
Conversion of notes payable to common si
Conversion of accrued liabilities to common st
Conversion of accounts payable to note pay
Discount on convertible notes relating

Warrants

Beneficial conversion featu

Stock attached to not:
Fair value of derivative instrume
Derivative reclassified to equi

See accompanying summary of accounting policiesnabek to financial statements

F-6

Inception
through
2009 2008 2009
$(1,433,92)  $(11,852,15)  $(89,243,27)
— — 112,44(
— — 26,286,58
— 48,96 1,910,36!
— — 109,07(
124,74 — 6,437,94!
— — (1,612,441
214,85: 234,32! 967,38t
50,35: — 416,26.
650,24¢ 1,901,57 14,576,74
366,77: — (1,388,84)
1,771 2,831 500,10:
7,51¢ 268,56: (495,86)
(19,360 (347,98() 175,55
28,59¢ (823,184 101,21(
(8,437) (10,567,06) (41,146,75)
— (33,040 (1,339,51)
— (33,040 (1,339,51)
4,689,16! 9,255,42! 40,454,33
— — (325)
1,138,94 — 1,138,94
1,180,98! 9,283,18
(62,269 (57,61%) (208,29
6,946,82i 9,197,81. 50,667,84
6,938,39! (1,402,29) 8,181,58:
1,243,18 2,645,48: —
$ 8,181,58: $ 1,243,118 $ 8,181,58
$ — $ — $ —
16,23: $ 19,98« 63,357
— — 147,73¢
— — 525,51:
37,45: — 37,45:
— — 6,407,98
— — 197,17¢
— — 93,36¢
349,94 — 3,659,73
89,54¢ — 1,805,51!
— — 1,287,441
(1,976,45) — 4,680,22!
587,60¢ — 587,60¢
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OPEXA THERAPEUTICS, INC.
(a development stage company)

NOTES TO FINANCIAL STATEMENTS

NOTE 1—BUSINESS OVERVIEW AND SUMMARY OF ACCOUNTING POLICIES

Opexa Therapeutics, Inc. (“Opexa”) was incorporatetiexas in March 1991 as a bio-pharmaceuticalpaomg engaged in developing
autologous personalized cellular therapies. Duttiregdevelopment stage, Opexa acquired the worldiiddase to technology developed at
Argonne National Laboratory, a U.S. Department oéfgy Laboratory operated by the University of @gic (“Argonne”).This is an exclusiv
license to a stem cell technology in which adulttimotent stem cells are derived from monocytetamted from the patient’s own blood (the
“License”). A patent application was filed in Novbker 2003 with the United States Patent and Tradieedfegarding the technology involved
in the License. Effective August 6, 2009, the Comypantered into an exclusive agreement with Nosavtiereby Novartis acquired the
Company’s rights to the technology and has fulbeesibility for funding and carrying out all reselay development and commercialization
activities. The Company received an upfront cashrant of $3 million at the time the agreement wateeed into and subsequently received
$0.5 million as a technology transfer fee milestartee Company will receive an additional $0.5 raillitechnology transfer fee in 2010. The
Company is eligible to receive certain clinical aminmercial milestone payments as well as royayngents from the sale of any products
resulting from the use of the technology and thenfany retains an option on certain manufacturights.

In June 2004, PharmaFrontiers Corp. (“Pharma”) acgiired by Sportan United Industries, Inc. (“Sapf} in a transaction accounted
for as a reverse acquisition. Pharma’s stockholders issued 6,386,439 Sportan shares in exchand®® percent of the outstanding
common shares of Pharma. Immediately followingtthasaction, Sportan changed its name to Pharma,888,838 shares were outstanding.

On October 7, 2004, Opexa acquired all of the antiing stock of Opexa Pharmaceuticals, Inc., aityehiat has the exclusive
worldwide license from Baylor College of Mediciredn individualized T-cell therapeutic vaccine, @&w @ , for the treatment of multiple
sclerosis (MS).

Development Stage CompanyOpexa is considered to be in development stagéasdiad no commercial revenues to date.

Basis of Presentationin June 2006, Opexa (i) changed its name to Opéeaapeutics, Inc. from Pharma and (i) affecteshe-for-ten
reverse common stock split. All references to nunabeshares and per share amounts reflect sudhesypii it occurred on the first day of the
first period presented. The financial statememnttutfe the accounts of Opexa and its wholly-owndisiliary, Opexa Pharmaceuticals, Inc.
through December 31, 2006. All inter-company act®and transactions have been eliminated. In Jar20f7 Opexa Therapeutics, Inc., the
parent, merged with its wholly owned subsidiary e Pharmaceuticals, Inc. with Opexa Therapeutics being the surviving company.

Reclassifications Certain prior year amounts have been reclassifiedhform with the current year presentation.

Use of Estimates in Financial Statement PreparatiarThe preparation of financial statements in conféymiith accounting principles
generally accepted in the United States of Amaecgiires management to make estimates and assusfhit affect the reported amounts of
assets and liabilities, the disclosure of contingessets and liabilities at the date of the finahsatements, and the reported amounts of
revenues and expenses during the reporting pekittdal results could differ from those estimates.

F-7
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OPEXA THERAPEUTICS, INC.
(a development stage company)
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Cash and Cash Equivalentd-or purposes of the statements of cash flows, egalvalents include all highly liquid investmentgiiw
original maturities of three months or less. Maaké¢ securities include investments with maturitjessater than three months but less than one
year. The primary objectives for the fixed incomedstment portfolio are liquidity and safety ofrmipal. Investments are made with
objective of achieving the highest rate of retusngistent with these two objectives. Opexa’s inwestt policy limits investments to certain
types of instruments issued by institutions prifyasiith investment grade credit ratings and plaeestrictions on maturities and concentration
by type and issuer.

Long-lived Assets.Property and equipment are stated on the basistofiical cost less accumulated depreciation. Daatien is
provided using the straight-line method over thévested useful lives of the assets. Major renewsal$ improvements are capitalized, while
minor replacements, maintenance and repairs arg@thao current operations. Impairment lossesegerded on long-lived assets used in
operations when indicators of impairment are preaad the undiscounted cash flows estimated tcebemgted by those assets are less than th
assets’ carrying amount.

Income TaxesIncome tax expense is based on reported earnifigeetincome taxes. Deferred income taxes reflexiripact of
temporary differences between assets and lialsiliteognized for financial reporting purposes amthsamounts recognized for tax purposes,
and are measured by applying enacted tax ratefeict @ years in which the differences are expeédtereverse.

Stock-Based CompensatiorOn January 1, 2006, Opexa began recording compensatpense associated with stock options and other
forms of equity compensation in accordance with BASSC 718. Prior to January 1, 2006, Opexa hadwatded for stock options according to
the provisions of Accounting Principles Board OpmiNo. 25, “Accounting for Stock Issued to Emplay@and related interpretations, and
therefore no related compensation expense wasdetdor awards granted with no intrinsic value. ©&padopted the modified prospective
transition method provided for under FASB ASC 748, consequently, has not retroactively adjustsdlts from prior periods. Under this
transition method, compensation cost associatedstiick options recognized in the first quartefiszfal 2006 includes the quarterly
amortization related to the remaining unvestedipof all stock option awards granted prior toukny 1, 2006, based on the estimated grant
date fair value.

Research and DevelopmenResearch and development expenses include salaligted employee expenses, clinical trial expenses
research expenses, consulting fees, and laboredstg. All costs for research and development itietivare expensed as incurred. Opexa
expenses the costs of licenses of patents andaBeqution of patents until the issuance of su¢bra and the commercialization of related
products is reasonably assured. Research and gevett expense for the years ended December 31,8@D2008 was $2,107,833 and
$8,388,734, respectively.

Accounting for Derivative Instruments. In accordance with FASB ASC 815, all derivatives tar be recorded on the balance sheets at
fair value. Opexa’s derivatives are separatelyegland accounted for on the balance sheets. Hais/éor securities traded in the open market
and derivatives are based on quoted market phgasere market prices are not readily available,\falues are determined using market based
pricing models incorporating readily observable ke&data and requiring judgment and estimates.

The pricing model Opexa used for determining failues of its derivatives is the Black-Scholes apfwicing model. Valuations derived
from this model are subject to ongoing internal artérnal verification and review. The model useskatsourced inputs such as interest r:
exchange rates and option volatilities. Selectibthese inputs involves management’s judgment aag impact net income.

F-8



Table of Contents
Index to Financial Statements

OPEXA THERAPEUTICS, INC.
(a development stage company)

NOTES TO FINANCIAL STATEMENTS

Subsequent Eventsln accordance with applicable accounting standémdihe disclosure of events that occur after takafce sheet date
but before the financial statements are issuedave evaluated all events or transactions thatroed@fter December 31, 2009. Please see
Note 13 for details

Recently Issued Accounting Pronouncement©n July 1, 2009, the FASB officially launched th&3B Accounting Standards
Cadification, which has become the single offigalrce of authoritative, nongovernmental U.S. GalhyeAccepted Accounting Principles, in
addition to guidance issued by the Securities arth&nge Commission. The codification supersedgwiait FASB, AICPA, EITF, and related
literature. The codification, which is effectiverfimterim and annual periods ending after SeptertbeP009, is organized into approximately
90 accounting topics. The FASB no longer issues stawdards in the form of Statements, FASB Stagitioms, or Emerging Issues Task F«
Abstracts. Instead, amendments to the codificaiemade by issuing “Accounting Standards UpdaiBse’ Company has incorporated the
current codification in its Form 10-K.

In January 2009, Opexa adopted new accounting go@for determining whether an instrument or anegddied feature is indexed to an
entity’s stock. The new guidance provides a newstep model to be applied in determining wheth&nancial instrument or an embedded
feature is indexed to an issuer’'s own stock, inidgevaluating the instrument’s contingent exereisd settlement provisions. It also clarifies
the impact of foreign-currency-denominated strikegs and market-based employee stock option vatluatstruments on the evaluation. See
also Note 11. There were various other accountigdsards and interpretations issued during 2002808, none of which are expected to
have a material impact on the Opexa’s financialtfwos operations or cash flows.

NOTE 2—RESTRUCTURING

In November 2008, Opexa implemented a restructysiag to terminate the one-year open label extensidhe TERMS Phase b
Clinical Trial of Tovaxin® therapy for multiple sclesis (OLTERMS). The trial was enrolled with patiethat had previously completed one
year in the TERMS, Tovaxin Phase IIlb m-center, randomized, double blind, placetomtrolled trial. The Company terminated OLTERM:
conserve financial resources for clinical data ysia] future clinical trial planning and seekingevelopment partner for Tovaxin. As a resu
this restructuring, the Company reduced its sth#to 12 people. Personnel-related severancéanefits payments of $77,075 were paid in
2008.

NOTE 3—CASH AND CASH EQUIVALENTS
Opexa considers all highly liquid investments wathoriginal maturity of three months or less, whanchased, to be cash equivalents.

At December 31, 2009, Opexa invested approxim&@lgnillion in a money market account with an averatarket yield of 0.01%.
Interest income of $1,764 was recognized for ther yeded December 31, 2009 in the statements ehseg.

At December 31, 2008, Opexa invested approxim&elg million in a money market account with an ager market yield of 0.8%.
Interest income of $100,235 was recognized fotwedve months ended December 31, 2008 in the statenof expense.
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NOTE 4—PROPERTY AND EQUIPMENT
Property and equipment consisted of the followihBacember 31, 2009 and 2008:

Description Life 2008 2009

Computer equipmet 3year $ 123,15! $ 155,01¢
Office furniture and equipme! 3-10 year 317,65 328,36¢
Software 3-5 year: 87,92¢ 90,68¢
Laboratory equipmer 3-10 year 984,80¢ 984,80¢
Leasehold improvemen 10 year 465,60: 454,89(
Subtotal 1,979,15. 2,013,77.
Less: accumulated depreciati (1,029,24) (847,24,
Property and equipment, r $ 949,91 $1,166,53

Property and equipment is carried at cost lessragtated depreciation. Depreciation is calculatedhgystraight-line method over the
estimated useful life of three to ten years, dependpon the type of equipment, except for leasghnprovements which are amortized using
the straight-line method over the remaining leasmtor the life of the asset, whichever is shoifée cost of repairs and maintenance is
charged as an expense as incurred. Depreciati@nsggotaled $214,851 and $234,325 for the yeasdebecember 31, 2009 and 2008
respectively.

NOTE 5—INCOME TAXES

Opexa uses the liability method, where deferredatsets and liabilities are determined based oaxpected future tax consequences of
temporary differences between the carrying amoofdssets and liabilities for financial and incotae reporting purposes.

At December 31, 2009, for federal income tax amerahtive minimum tax reporting purposes, Opexadmatoximately $79 million of
unused net operating losses available for carndoavio future years. The benefit from carryforwaféuch net operating losses will start to
expire beginning on 2024. Under the provisionsedt®n 382 of the Internal Revenue Code, the befrefi utilization of approximately
$5,650,429 of net operating losses incurred padd¢tober 7, 2004 was significantly limited as suteof the change of control that occurret
connection with Opexa’s acquisition of Opexa Phamniéicals, Inc. The benefit could be subject tohier limitations if significant future
ownership changes occur in Opexa.

At December 31, 2009, deferred tax assets consistiu following:

NOL @ 12/31/0¢ $(78,786,49)
Estimated tax rat X 34%
Deferred tax assi (26,787,40)
Valuation allowanct 26,787,40
Net deferred tax ass $ —
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NOTE 6—LOAN PAYABLE

Loan payable consists of an equipment line of up2t®0,000 with Wells Fargo of which $102,932 an8%201 were outstanding as of
December 31, 2009 and 2008, respectively. This h@snan interest rate of 7.61% per annum, matarkty 2011 and is secured by Opexa’s
furniture and equipment purchased with the loarcg@eds. For the years ended December 31, 2009 &8J @Pexa recognized interest expe
of $10,578 and $15,233, respectively associateld igtequipment line.

NOTE 7—CONVERTIBLE PROMISSORY NOTES

On April 14, 2009 and May 14, 2009 the Companyeitba private offering consisting of secured cornblerinotes for gross proceeds of
approximately $1.3 million. The notes mature in tygars from the date of issue and accrue intetesiil8% rate, compounded annually. The
interest is payable at maturity in either cashanmon stock at the Company’s option. The notesecered by substantially
all of the Company'’s assets and are convertibledommon stock, at the option of the holders, @ti@e of $0.50 per share. Additionally,
subject to the satisfaction of certain conditidhg, notes are mandatorily convertible into comntogls at the Company’s option,
during their term also at $0.50 per share. Theireduwconditions are: (1) the Company enters intagreement that will fund a Phase Ilb or
Phase Il clinical trial for the further developnefi the Company’s product known as Tovakin , (8 €ompany’s common stock trades at a
price greater than or equal to $1.00 per sharénfenty consecutive trading days, and (3) the Compes an effective registration statemen
file with the Securities and Exchange Commissiartlie re-sale of the shares of common stock issugtdn conversion of the notes.

In connection with the issuance of convertible pigsory notes, warrants to purchase a total of 108Pshares of common stock were
issued to the investors. See Note 10 “Broker amdditor Warrants” section for details on the waisaiihe convertible promissory notes were
evaluated for a beneficial conversion feature ulge®B ASC 470 and determined to have a beneficaVersion feature totaling $89,546. 1
Company recorded a debt discount of $439,493 etlat¢he warrants granted to the investors. PutsodfASB ASC 470, the discount on the
convertible promissory notes is amortized overpgbeod between the issuance date and the matdribheaote under the effective interest
method. The amortized discount for the year endecebber 31, 2009 was $124,744.

The Company analyzed the convertible promissorgsiand the warrants for derivative accounting amration under FASB ASC 470.
The Company determined the embedded conversioarojstithe convertible promissory notes and the ards met the criteria for classificat
in stockholders equity under FASB ASC 470. Therfdlerivative accounting was not applicable fostéheonvertible notes payable or their
associated warrants.

The total of the fees associated with the finan¢brgker commissions and legal fees) was $158,#68se fees will be amortized over
the life of the notes using the effective intemasthod. The amortized offering costs for the yemteel December 31, 2009 was $50,351.
Interest on the 10% promissory notes in the amofii86,800 has been accrued as of December 31, 2009

NOTE 8—COMMITMENTS AND CONTINGENCIES

In October 2005, Opexa entered into a ten-yeaeléasts office and research facilities. The fagilncluding the property is leased for a
term of ten years with two options for an additibfinze years each at the then prevailing marked.retiture minimum lease payments under the
non-cancellable operating lease are $147,540 b9 20d 2011, $150,129 for 2012 and a total of $&BUfor years 2013 to 2015. Rent
expense was approximately $136,000 for each of¢les ended December 31, 2009 and 2008.
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NOTE 9—EQUITY
During 2003, equity related transactions were Hdevi:

525,000 shares of common stock were sold for $1.
170,625 shares were reacquired for $325 and cah

Additional contributions to capital of $56,360 réed from the discounted value to notes payabletdwearrants and beneficial
conversion features attached to convertible notesiasued in 200:

During 2004, equity related transactions were Hdevi:

2,250 shares of common stock were sold for $9,

206,500 shares of common stock valued at their fliewalue of $849,000 were issued to employe@scamsultants for the
services

24,269 shares of common stock valued at their thievalue of $427,075 were issued to the UnivgrsitChicago per the terms of
a license agreement. See Note 12 for de!

99,740 shares of common stock were issued foratgtilies of $147,733 pursuant to the 2004 reoizgtion.

250,000 shares of common stock valued at their iliewalue of $23,750,000 were issued to Opexaraeeuticals, Inc.,
stockholders

16,100shares of common stock with a relative fair valti8288,366 were issued to note holders as theitiaddl shares for the
subscription investmen

60,750 shares of common stock were issued to rdtkets for the conversion of $248,370 of princigatl interest from convertib
notes.

8,000 shares of common stock were cancelled pursodine terms of an employment separation agreer

Additional contributions to capital of $2,704,3%kulted from the discounted value to notes payathe warrants and beneficial
conversion features attached to convertible ni

Employee stock option compensation expense was,$323or 2004

During 2005, equity related transactions were Hdevis:

389,451 shares of common stock with warrants telmage 1,070,993 shares were sold for $5,841,7&9rélative fair value of th
common stock is $1,103,714 and the relative fduevaf the warrants is $4,738,055. Offering co$t$495,552 related to shares
issued were charged to additional paid in caf.

45,168 shares of common stock with a relativeviaiue of $999,074 were issued to note holderseis dldditional shares for their
subscription investmen

565,858 shares of common stock were issued tohmdders for the conversion of $6,124,859 of priatignd $525,513 intere
from convertible notes

2,300 shares of common stock valued at their fainer of $161,000 were issued to note holders ctnversion of $51,930 of
principal and interest from the not
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e 29,194 shares of common stock were issued to tiiveksity of Chicago per the terms of a license agrent. These shares wi
recorded at $1,868,38

e 24,000 shares of common stock valued at theivtlire of $1,012,400 were issued to consultantghfeir services

» Additional contributions to capital of $2,265,052ating to the discounted value to notes payalle fivarrants, beneficial
conversion features attached to convertible ni

» Employee stock option compensation expense wa8%2Z41 for 2005
* Non-employee stock option compensation expense wa3 3888 for 2005
» Transition of warrants from equity instrumentsisbllity instruments in the amount of $10,658,49&swecordec

During 2006, equity related transactions were Hevi:
» In March 2006, 34,829 shares of common stock wemeeid to settle an outstanding accounts payalie iamount of $180,00

* In April 2006, Opexa sold 4,600,000 shares of @smon stock and warrants to purchase 2,300,00@slodiOpex’s commor
stock for $23 million. Opexa paid $1,846,481 foe tommissions and fees related to this offeringgradted to its brokers warra
to purchase 213,720 shares of common stock atencisz price of $5.00 per share. These warrantsareallable and have a
cashless exercise optic

» Employee stock option compensation expense wagd$5Y7 for 2006
* Non-employee stock option compensation expense wa$&$9&6 for 2006

During 2007, equity related transactions were Hdevi:
» Employee stock option compensation expense wag 1,83 for 2007
* Non-employee stock option compensation expense was %88 5or 2007

During 2008, equity related transactions were Heis:

* In February 2008, Opexa sold 3,500,000 sharesrafroan stock and 4,025,000 Series E warrants in Acpoitiering for
approximately $7.6 million. Opexa paid approximat®l.2 million for the underwriter discounts, conssions and other expenses
related to this offering and granted to the undiewvarrants to purchase 350,000 shares of constamk at a price of $2.40 per
share and an option to acquire 350,000 Series Eantarat a price of $0.18 per Series E wari

» In August, Opexa sold common stock in a privatenifiy to certain institutional and accredited inees for approximately $3.0
million. Opexa paid approximately $100,000 in exgenrelated to this offerin

» 45,200 shares of restricted common stock valu§d&t965 were issued to board members as compeméatitheir board service
« Employee stock option compensation expense wa$%B@4 for 2008
* Non-employee stock option compensation expense was 3dB4or 2008
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During 2009, equity related transactions were He\is:

* In December 2009, Opexa sold 2,550,000 shares obihmon stock and warrants to purchase 1,275}@@s of Opey's commol
stock for $5.1 million. Opexa paid $310,500 for twenmissions related to this offering and grantexkér warrants to purchase
89,250 shares of common stock at an exercise pfi$2.50 per share. These warrants are not caltaiilehave a cashless exercise
option.

* 60,400 shares of common stock were issued in ctioneeith the exercise of stock optior

» 48,200 shares of common stock were issued in cdionegith the exercise of Series E warral
» 472,968 shares of common stock were issued in otionewith the exercise of Series F warre
» 98,796 shares of common stock were issued in cdionegith the exercise of broker warrar

On November 11, 2009, the Company'’s stockholdepscyed an amendment to the Articles of Incorporateducing the par value
of the common stock from $.50 to $.01 per sharea Assult of the reduction in par value, the “Commstock”account was reduct
by $6,329,888 and the “Additional paid-in capitatcount was increased by the same amount in tleergranying Statements of
Changes in Stockholders’ Equity.

NOTE 10—OPTIONS AND WARRANTS

In 2004, Opexa adopted the June 2004 Compensatocyk Sption Plan (“the Plan”) for the granting aédsk options to employees and
consultants of Opexa. Options granted under the Rkay be either incentive stock options or nondjealistock options. The Board of
Directors has discretion to determine the numieem t exercise price and vesting of all grants.

Employee Options

During 2004, options to purchase 96,500 shares grargted to employees at exercise prices rangorg $30.00 to $50.00. These opti
have terms of five years and vest from one to thiezgs. Fair value of $5,623,186 was recorded usiaddlack-Scholes option-pricing model.
Variables used in the Black-Scholes option-prigimgdel for options issued during the year ended Bdee 31, 2004 include (1) discount rate
of 2%, (2) option life of 5 years, (3) expectedatdity of 75.1% and (4) zero expected dividends.

During 2005, options to purchase 63,050 shares grargted to employees at an exercise price of $T,0€se options have terms of ten
years and vest in four years. Fair value of $261\8@s recorded using the BlScholes option-pricing model. Variables used & Bhack-
Scholes option-pricing model for options issuedmyithe year ended December 31, 2005 include &bpdint rate of 2%, (2) option life of 10
years, (3) expected volatility of 175.4% and (4pzexpected dividend

During 2005, options to purchase 4,167 shares foefeited and cancelled.

During 2006, options to purchase 389,160 sharesmimon stock were granted by Opexa to its emplogeesgercise prices ranging fr
$5.00 to $9.40. These options have terms fromtbuen years and vest from one to three years.vahie of $3,126,168 was recorded using
the Black-Scholes option-pricing model. Variablegdiin the Black-Scholes option-pricing model fptiens issued during the year ended
December 31, 2006 include (1) discount rate rarfige7@% to 5.22%, (2) option life of 5 to 10 ye&3) expected volatility range of 401.3% to
429.9% and (4) zero expected dividends.
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During 2006, options to purchase 14,133 shares foefeted.
Opexa recorded $2,749,617 stock-based compensatimmse to management and employees during 2006.

During 2007, options to purchase 224,400 sharesmimon stock were granted by Opexa to its emplogeegercise prices ranging fr
$3.96 to $5.47. These options have terms of tersyaad vest annually over a three year period.\Fdire of $958,011 was recorded using the
Black-Scholes option-pricing model. Variables usethe Black-Scholes option-pricing model for opsassued during the year ended
December 31, 2007 include (1) discount rate ratfige22% to 5.07%, (2) option life is a term withetbxpected term of 5 to 6 years,

(3) expected volatility range of 95.4% to 103.9% &) zero expected dividends.

During 2007, options to purchase 17,345 shares foefeted.
Opexa recorded $1,876,103 stock-based compensatimmse to management and employees during 2007.

During 2008, options to purchase 469,100 sharesmimon stock were granted by Opexa to its emplogieegercise prices ranging fr
$1.09 to $1.17. These options have terms of tersyaad have vesting ranges from 8 months to theaesy Fair value of $433,164 was recol
using the Black-Scholes option-pricing model. Vhlés used in the Black-Scholes option-pricing mddebptions issued during the year
ended December 31, 2008 include (1) discount eatge of 3.15% to 3.73%, (2) option life is a terithwhe expected term of 5to 6 years,
(3) expected volatility of 115.3% and (4) zero exted dividends.

During 2008, options to purchase 104,578 shares foefeited.
Opexa recorded $1,467,364 stock-based compensatimmse to management and employees during 2008.

During 2009, options to purchase 535,959 sharesmimon stock were granted by Opexa to its emplogieegercise prices ranging fr
$0.22 to $2.05. These options have terms of tersyaad have vesting ranges from 6 months to theeesy Fair value of $512,919 was recol
using the Black-Scholes option-pricing model. Vhlés used in the Black-Scholes option-pricing mddebptions issued during the year
ended December 31, 2009 include (1) discount eatge of 1.47% to 2.01%, (2) option life is a terithwhe expected term of 5 to 6 years,
(3) expected volatility of 192.4%—207.7% and (4)azexpected dividends.

During 2009, options to purchase 228,786 shares foefeited.

Opexa recorded $402,803 stock-based compensatmmnea to management and employees during 2009. d&ftizaed stock-based
compensation expense as of December 31, 2009 aethtm$586,467.

Non-Employee Options:

During 2004, options to purchase 20,000 shares grarged to consultants at exercise prices ranfgamg $30.00 to $50.00. These
options have terms of five years and vest fromtorteree years. Fair value of $1,011,770 was rembusing the Black-Scholes option-pricing
model. Variables used in the Black-Scholes optidoimy model for options issued during the yearezh®ecember 31, 2004 include
(1) discount rate of 2% (2) option life of 5 yea®) expected volatility of 75.1% and (4) zero ectee dividends.
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During 2005, options to purchase 71,060 shares grarged to consultants. Using the Black-Schole®pgpricing model fair value for
2005 was $1,552,936. Variables used in the Bladiogs option-pricing model for options issued dgrine year ended December 31, 2005
include (1) discount rate of 2%, (2) option life®fears, (3) expected volatility of 175.4% and4djo expected dividends.

During 2005, options to purchase 10,000 shares foefeted and cancelled.

During 2006, options to purchase 156,500 sharesmimon stock were granted by Opexa to its condsiltalirectors and exiting directc
at exercise prices ranging from $5.20 to $9.80 s€hearrants have a term of ten years and vestdrwrto three years. Fair value of
$1,496,375 was recorded using the Black-Scholasmpiricing model. Variables used in the Black-Selmption-pricing model for options
issued during the year ended December 31, 2006dead!l) discount rate range of 4.7%—5.2%, (2) aplife of 10 years, (3) expected
volatility range of 401.3% to 429.9% and (4) zexpected dividends.

During 2006, options to purchase 5,000 shares eatpir
Opexa recorded $1,568,966 stock-based compensatmmse to consultants, directors and exiting threauring 2006.

During 2007, options to purchase 69,500 sharesmiton stock were granted by Opexa to its conswltamd directors at exercise prices
ranging from $3.95 to $5.47. These options hawara bf ten years, and have vesting dates thatfuamy either full or partial vesting at date of
grant to full vesting at the first and second yaamiversary of the date of grant. Fair value of&885 was recorded using the Black-Scholes
option-pricing model. Variables used in the Blaat&les option-pricing model for options issued dgrihe year ended December 31, 2007
include (1) discount rate range of 4.20% to 5.0{®ppption life is a term with the expected ternbot5 years, (3) expected volatility range of
95.4% to 95.9% and (4) zero expected dividends.

Opexa recorded $845,275 stock-based compensatmmea to consultants and directors during 2007.

During 2008, options to purchase 171,300 sharesmfmon stock were granted by Opexa to its condiglamd directors at exercise
prices ranging from $0.88 to $1.55. These optiangeha term of ten years, and have vesting datesdiafrom either full or partial vesting at
date of grant to full vesting at the first year mensary of the date of grant. Fair value of $149,8%/as recorded using the Black-Scholes option:
pricing model. Variables used in the Black-Schalpson-pricing model for options issued during ftear ended December 31, 2008 include
(1) discount rate range of 3.07% to 3.44%, (2)aptife is a term with the expected term of 5.5rge&3) expected volatility range of 115.3%
116.5% and (4) zero expected dividends.

During 2008, options to purchase 22,000 shares foefeted.
Opexa recorded $434,207 stock-based compensatmmea to consultants and directors during 2008.

During 2009, options to purchase 238,380 sharesmimon stock were granted by Opexa to its congsltmd directors at exercise
prices ranging from $0.47 to $2.10. These optiangeha term of ten years, and have vesting datesdafrom either full or partial vesting at
date of grant to full vesting at the first year mensary of the date of grant. Fair value of $2¥5,%as recorded using the Black-Scholes option:
pricing model. Variables used in the Black-Schalpgon-pricing model for options issued during year ended December 31, 2009 include
(1) discount rate range of 1.87% to 2.46%, (2)aptife is a term with the expected term of 5 t6 $ears, (3) expected volatility range of
192.9% to 208.9% and (4) zero expected dividends.
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During 2009, options to purchase 113,750 shares feefeited.

Opexa recorded $247,446 stock-based compensatimnsea to consultants and directors during 2009mdntized stock-based
compensation expense as of December 31, 2009 aethbtn$33,715.

Broker and Investor Warrants
During 2003, warrants to purchase 15,000 shares granted to investors related to the convertibles

During 2004, warrants to purchase 142,800 shares granted to investors related to the convertiloles.

During 2005, warrants to purchase 46,084 sharesmaimon stock were issued to several brokerage fasrtbe offering costs and
commissions for Opexafinancing activities at an exercise price of $1Bhese warrants have a fair value of $2,197, héPvast immediately

During 2005, warrants to purchase 2,386,984 shages granted to investors related to the convertiloites.
During 2005 warrants to purchase 254,362 shares foefeited.

In April 2006, warrants to purchase 213,720 shafe®mmon stock were granted by Opexa to the beolkeconnection with the
$23,000,000 equity financing, at an exercise pofcd5.00. These warrants have a term of three y@wadvest immediately. Fair value of
$1,077,778 was recorded using the Black-Scholasmptricing model. Variables used in the Black-Sekmption-pricing model for warrants
issued during the year ended December 31, 2006dadll) discount rate of 5.22%, (2) warrant life8afears, (3) expected volatility of 429.¢
and (4) zero expected dividends.

During 2006, warrants to purchase 2,765,043 shaees granted to investors related to the April 2608ncing. These warrants have a
term of five years and vest immediately. Fair vadfi$11,729,982 was recorded using the Black-Sshofgion-pricing model. Variables used
in the Black-Scholes option-pricing model for wartsaissued during the year ended December 31, id@08le (1) discount rate of 4.86%,
(2) warrant life of 5 years, (3) expected volatilitf 429.9% and (4) zero expected dividends.

During 2006 warrants to purchase 1,644,908 shaees ferfeited.
During 2007, there were no warrants granted tostors.

During 2008, Series E warrants to purchase 4,025s06@res of common stock were issued by Opexatmiestors and underwriters in
connection with the February 2008 public offeriagan exercise price of $2.00. These warrantsinestdiately and have a fair value of
$603,750. During 2008 Opexa issued warrants taittterwriter of the February 2008 public offeringptarchase 350,000 shares of common
stock at a price of $2.40 per share and an opti@ttuire 350,000 Series E warrants at a pric@®df8fper Series E warrant. These warrant
classified as equity and are immediately exercesdtair value of $350,061 was recorded using tlelBBcholes option-pricing model.
Variables used in the Black-Scholes option-priagimgdel for options issued during the year ended Bxdee 31, 2008 include (1) discount rate
of 2.93%, (2) warrant life is a term with the exfmetterm of 5 years, (3) expected volatility of 3% and (4) zero expected dividends.

During August 2008, in connection with a privatesfiicing, Opexa issued warrants to purchase 2,003j8tes of its common stock to
certain institutional and accredited investors. Wagrants expire four years from issuance, aré dxsrcisable after six months of the closin
the financing and are exercisable at $1.78 per
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share. These warrants are classified as equity vRhie of $1,976,457 was recorded using the Bacleles option-pricing model. Variables
used in the Black-Scholes optipnicing model for warrants issued during the yeatezl December 31, 2008 include (1) discount rat2#%
(2) warrant life is a term with the expected terid gears, (3) expected volatility of 116.5% anyiZdro expected dividends.

In connection with the closing of the April and M2§09 private offering of convertible notes, inwestwere issued four-year warrants to
purchase up to an aggregate of 1,302,000 shams @bmmon stock, at an exercise price of $0.75pare. The estimated fair value of the
investor warrants was $478,577 and was calculaetuhe Black-Scholes valuation model. The follegvassumptions were used: (1) no
expected dividends, (2) risk free interest rat8.86%—0.87%, (3) expected volatility range of 195%497% and (4) expected life of 4 years.

As additional compensation, Opexa issued warrantiset broker to purchase 112,140 shares of comtoak also at a price of $0.75 per
share. The estimated fair value of the broker wasravas $37,453 and was calculated using the Biatioles valuation model. The following
assumptions were used: (1) no expected divide@isisk free interest rate of 0.87%, (3) expectelhtility of 195% and (4) expected life of 4
years.

In connection with the December 2009 registeredatioffering, institutional investors were issugdries A warrants to purchase 892,
shares of common stock and Series B warrants thpse 382,500 shares of common stock. . The Seiaesl Series B warrants are
exercisable at $2.55 per share and are first esastd on June 15, 2010. The Series A Warrantseegpidune 15, 2015 and the Series B
warrants expire on June 15, 2011.

As additional compensation, Opexa issued warrantiset placement agent to purchase 89,250 shamsrahon stock at $2.50 per share
that are first exercisable on June 15, 2010 anderp November 23, 2014.

At December 31, 2009, the aggregate intrinsic vafutbe outstanding options and warrants were $1,38 and $2,740,166,
respectively.

Summary information regarding options and warréns follows:

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Outstanding at December 31, 2( 762,97( $ 11.4¢ 3,670,36. $ 19.57
Year ended December 31, 20i
Granted 293,90( 5.2¢ — —
Forfeited and cancele (17,345 7.7¢ — —
Outstanding at December 31, 2( 1,039,52! $ 9.7¢ 3,670,36: $ 19.51
Year ended December 31, 20i
Granted 640,40( 1.1C 6,728,87. 1.9¢
Forfeited and cancele (126,579 6.52 — —
Outstanding at December 31, 2( 1,553,34 $ 6.47 10,399,23 $ 8.1t
Year ended December 31, 20i
Granted 773,33¢ 0.9¢ 3,204,622 1.67
Exercisec (60,779 1.0t (718,769 1.6¢€
Forfeited and cancele (342,53¢) 10.5¢ (208,33() 5.0C
Outstanding at December 31, 2( 1,923,37! $ 3.7C 12,676,76 $ 6.9¢
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Summary of options outstanding and exercisabld &s2oember 31, 2009 is as follows:

Weighted Average

Range of Exercise Remaining Contractual Number of Options Number of Options
Prices Life (years) Outstanding Exercisable
$ 0.88 to 4.99 8.97 1,246,74: 874,74¢
500 to 9.9 5.0¢€ 611,56¢ 592,73!
10.00 to 15.0 3.71 8,50( 8,50(
30.00 to 40.0 0.2€ 56,56( 56,56(
$ 0.88 to 40.00 7.4 1,923,37! 1,532,54.

Summary of warrants outstanding and exercisabéd Becember 31, 2009 is as follows:

Weighted Average

Remaining Contractual Number of Warrants Number of Warrants
Range of Exercise
Prices Life (years) Outstanding Exercisable
$ 075 to 4.99 B.2E 9,214,73 7,850,48
500 to 9.9 1.2¢ 2,305,391 2,305,391
15.00 to 30.0 0.4€ 1,156,63 1,156,63
$ 0.75 to 30.00 2.62 12,676,76 11,312,51

NOTE 11—DERIVATIVE INSTRUMENTS

FASB ASC 815, “Accounting for Derivatives and HealgjiActivities” (“FASB ASC 815”) specifies that amiact that would otherwise
meet the definition of a derivative, but is bothifalexed to its own stock and (b) classified imc&holders’ equity in the statement of financial
position would not be considered a derivative firiahinstrument. FASB ASC 815 provides a new twepsnodel to be applied in determining
whether a financial instrument or an embedded featuindexed to an issuer’s own stock, includinglgating the instrument’s contingent
exercise and settlement provisions, and thus algealify for the FASB ASC 815-10 scope exceptivalso clarifies the impact of foreign-
currency-denominated strike prices and market-basggloyee stock option valuation instruments onetfeduation. Initially, Opexa evaluated
all of its financial instruments and determined tie Series F warrants associated with the Aug@@8 financing qualified for treatment under
FASB ASC 815 and adjusted its financial statementgeflect the adoption of the FASB ASC 815 asasfubry 1, 2009. The fair value of these
warrants were reclassified as of January 1, 20@8aramount of $220,835 from additional paid initdpo derivative liability and the
cumulative effect of the change in accounting pplecin the amount of $1,755,622 was recognizedneadjustment to the opening balance of
retained earnings. The impact of FASB ASC 815 lfieryear to date period ended June 1, 2009 regaltdincrease in the derivative liability
of $366,774 with a corresponding loss on derivaiistruments. On June 1, 2009, it was determinatttie floor for resetting the exercise p
was met and that any further adjustments to theceseeprice of the Series F warrants would reqaivete by the shareholders of the company.
Therefore, the Series F warrants were consideikied to the company’s stock and qualified fordbepe exception under FASB ASC 815-
allowing for a transfer from liability classificath to equity classification. Consequently, the rigring derivative liability of $587,609 at June
2009 was reclassified to additional paid in capital
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NOTE 12—LICENSES AND GAIN ON EXTINGUISHMENT OF DEBT
University of Chicago License Agreement

In 2004, Opexa entered into an agreement with thigeysity of Chicago (“University”) for the worldwe license to technology
developed at Argonne National Laboratory, a U.Sdbenent of Energy Laboratory operated by the Usitae The license was later amended
granting Opexa an exclusive, non-transferable wddd license to the University’s stem cell techmgioln consideration for the license and
amendment, Opexa paid the University a total 025282 and issued the University 53,462 shares mihoon stock valued at $2,295,461.
Opexa also agreed to pay the University $1.5 nmildod to issue the University 21,623 shares of @@exnmon stock. In April 2007, the $1.5
million cash payment obligation was extended uhtly 31, 2007 and the obligation to issue shareé3pafxa’s common stock was extended
until July 31, 2007, with $112,440 accrued as ofeJ80, 2007.

In July 2007, Opexa entered into a second amenuddestated license agreement with the Universitgtocago that eliminated the
obligations under the prior agreement for the paymoé&$1.5 million due July 31, 2007 and the olfiga to issue 21,623 shares of Opexa
common stock. These obligations were recorded astangible asset, with the liabilities recordechasotes payable—current portion of $1.5
million and a stock payable of $112,440. As a rtesithe amendment and restatement of the licegeeeanent with the University of Chicago
$1,612,440 was reported as a gain on extinguishofdizhility. Opexa applied the accounting guidamelated to transfers and servicing of
financial assets and extinguishments of liabiliagsvell as the guidance on debtor’s accounting fmodification or exchange of debt
instruments. Effective August 6, 2009, the Uniugrsif Chicago license agreement was assigned t@aiis\as part of an agreement as further
described below.

Stem Cell Technology Agreeme

Effective August 6, 2009, Opexa entered into aruskee agreement with Novartis for the further depenent of its stem cell technolor
This technology, which has generated preliminama é&as in early preclinical development. Undertdrens of the agreement, Novartis
acquired the stem cell technology from Opexa andakics will have full responsibility for funding drcarrying out all research, development
and commercialization activities. Opexa receivedipinont cash payment of $3 million at the time #ggeement was entered into and
subsequently received $0.5 million as a technotogysfer fee milestone. Opexa will receive an adiditl $0.5 million technology transfer fee
in 2010. The $3 million was recorded as a gainale ef technology and the $0.5 million technolo@nsfer fee was recorded as other income
for the year end December 31, 2009.

Opexa is eligible to receive certain clinical amnenercial milestone payments as well as royaltyngayts from the sale of any products
resulting from the use of the technology and retaim option on certain manufacturing rights.

NOTE 13—SUBSEQUENT EVENTS

Subsequent to December 31, 2009, former employezsised their options to purchase 65,726 shares fotal of $51,433 at exercise prices
ranging from $0.47 per share to $1.17 per share.
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Exhibit 10.9

OPEXA THERAPEUTICS, INC.
2635 N. Crescent Ridge Drive
The Woodlands, TX 77381

November 16, 2009

Jaye Thompson, Ph.D.
58 N. Brokenfern Drive
The Woodlands, TX 77380

Dear Jaye:

On behalf of Opexa Therapeutics, Inc. (the@dmpany’), | am pleased to offer you the full-time positiof Senior Vice President,
Clinical Development and Regulatory Affairs. Thissftion currently reports to the Company’s ChiekEutive Officer (the ‘CEQ”). This
letter embodies the terms of our offer of employtrieryou. As explained in more detail below, yoor@oyment is contingent upon your
assent to the terms and conditions set forth ml#tter and the attachments hereto. Of courseCéimepany may change your duties, reporting
relationship, compensation, benefits and placemgdleyment from time to time as it deems necesdgrgfter careful review, the terms
discussed below and in the attachments heretocaeptable to you, please sign this letter and tiaelzed (i) Acknowledgement of At-Will
Employment, (ii) Proprietary Information and Inviemis Agreement and (iii) Agreement to Arbitrate wéhandicated and return them to me.

1. Compensation

a. Salary You will be compensated at a base rate of $2@0p&0 year, less all deductions and withholding$e paid in
accordance with the Compasystandard payroll practices, as they may be cliafngm time to time. In addition, you will be eligée to receive
an annual discretionary bonus of up to twenty par{20%) of your base salary per 12-month period (pted for any partial period of less
than 12 months), based upon a determination b @ and the Company’s Board of Directors (tigoard”) of the achievement of
objectives to be set from time to time by the Boditue first measurement period for this purposéevitl on approximately December 31,
2010.

b. Stock Plan Subject to approval by the Board in its discretigou will be granted the option (théption”) to purchase 50,000
shares of the Company’s common stock pursuangt@€timpany’s stock option plan (th@lan ). The Option will be subject to the terms and
conditions set forth in a notice of stock optioamrand an accompanying stock option agreemeneli@svithe Plan. The exercise price for the
shares at issue under the Option will be no less their fair market value on the date of grant.

c. Vacation, Holidays and Sidkeave. As a full-time employee, you will accrue vacatioraccordance with the Company’s
standard policies and procedures. Holidays andleike will likewise be provided in accordance witlle Company’s standard policies and
procedures




d. Benefits. As a full-time employee, you will be eligible participate in and to receive benefits under suahgand benefits as
may be adopted by the Company. The eligibilityesi& and amount and extent of benefits to whichg@uentitled shall be governed by each
specific benefit plan (as applicable) as it maybended from time to time.

e. SixMonth Review. Following the date that is six months after ttetsof your employment with the Company, you amgl CEO
will meet to consider the addition of severancargements to the terms of your employment.

2. Immigration DocumentationThis offer is subject to your submission of e fbrm and satisfactory documentation respecting yo
identification and right to work in the United Statno later than three (3) days after your employrbegins.

3. At-Will Employment. Your employment with the Company iat-will .” This means that your employment with the Compisnyot
for a specific term, and can be terminated by yelfix by the Company at any time for any reasonmreason, with or without cause and v
or without notice. Any contrary representations ethinay have been made or which may hereafter be toagbu are superseded by this offer.
Though your duties, compensation, benefits andeptd@mployment may change over time and you maubgct to incremental discipline
that does not include a termination, none of tlee@mts change the fact that you are an “at willpkryee. In addition, the fact that the rate of
your salary, vesting schedule or other compensadistated in units of years or months and that yagation and sick leave accrue annuall
monthly does not alter the at-will nature of thepdmgment, and does not mean and should not bepirtierd to mean that you are guaranteed
employment to the end of any period of time ordoy period time. Your acceptance of this offerdatigent upon your execution of the
Company’s Acknowledgement of At-Will Employmentcapy of which is attached hereto_as ExhibifioAyour execution. This offer letter and
the attached Acknowledgement of At-Will Employmeantstitute the full and complete agreement betvteemarties regarding theat-will ”
nature of your employment, and can only be modiffigdvritten agreement signed by you and the CEO.

4. Proprietary Information and Inventions Agreemeviour acceptance of this offer is contingent ugonr execution of the Company’s
Proprietary Information and Inventions Agreementppy of which is attached hereto_as ExhibfoByour execution.

5. NonCompete and Outside Activitie\s more fully set forth in the Company’s Propaist Information and Inventions Agreement
(attached hereto as Exhibit)Byou agree that, while serving as a full-time &ype of the Company, you will not engage in anyvég which
is competitive with the Company. In addition, dgriyour employment with the Company, you shall dewaiur best efforts and your full
business time, skill and attention to the perforogaof your duties on behalf of the Company.

6. Arbitration. Your acceptance of this offer is contingent ugonr execution of the Company’s Agreement to Adiér a copy of which
is attached hereto as Exhibitf@ your execution. As more fully set forth in tAgreement to Arbitrate, both you and the Compamgaghat
any controversy, claim or dispute arising out ef@erning or relating in any way to your employmwith the Company or the termination
thereof shall be submitted exclusively to final drding arbitration.



7. Company RulesAs an employee of the Company, you will be expedd abide by the Company’s rules and regulatigos. will be
required to sign an acknowledgment that you hasd eend understand the Company rules of conduatoagded in the Company’s Employee
Handbook, which the Company will distribute.

8. Integrated AgreementThis offer, if accepted, supersedes any prioceagents, representations or promises of any kihdttver
written, oral, express or implied between the partiereto with respect to the subject matters meréiewise, the terms of this offer shall
constitute the full, complete and exclusive agresretween you and the Company with respect tatbgect matters herein. This Agreement
may only be changed by a writing, signed by you améuthorized representative of the Company.

9. Severability. If this offer is accepted, and any term hereingkl to be invalid, void or unenforceable, the agmder of the terms herein
shall remain in full force and effect and shalhmway be affected; and, the parties shall use Hest efforts to find an alternative way to
achieve the same result.

If you wish to accept employment at the Companyeurtde terms set out above and in the enclosed dvelenlgement of At-Will
Employment, Proprietary Information and Inventiédxgreement and Agreement to Arbitrate, please sighdate this letter and the enclosed
documents, and return them to me. If you accepbffer, your first day of employment will be Noverri30, 2009.

This offer, if not accepted, will expire on Novemi&, 2009.

We look forward to your favorable reply and to agctive and exciting work relationship.

Sincerely,

/s/ Neil K Warma
Name: Neil K. Warma
Title: Chief Executive Officer and Preside

Approved and Accepte:

/s/ Jaye Thompson, PhD. Date: November 16, 20(
Name Jaye Thompson, Ph.




EXHIBIT A
ACKNOWLEDGEMENT OF AT-WILL EMPLOYMENT

I understand and acknowledge that my employmenft @fiexa Therapeutics, Inc. (th€bmpany’) is at-will and for no specified term. |
understand that | may resign at any time, for &ason or no reason, with or without cause and evithithout notice. | further understand and
agree that the Company may terminate my employiategnty time, for any reason or no reason, with ithaut cause and with or without
notice. | understand and acknowledge that thispatiay only be modified in a signed, written docutnexecuted by the CEO of the
Company.

Date: November 16, 200
Name: Jaye Thompson, Ph.|

Signature: /s/ Jaye Thompson, PhD.




EXHIBIT B
OPEXA THERAPEUTICS, INC.
PROPRIETARY INFORMATION AND INVENTIONS AGREEMENT
(Jaye Thompson, Ph.D.)
Opexa Therapeutics, Inc.
2635 N. Crescent Ridge Drive
The Woodlands, TX 77381
Ladies and Gentlemen:
| recognize that Opexa Therapeutics, Inc., a Terggoration (“Opexa”’), possesses a body of existing technology arell@dtual
property rights and is engaged in a continuousnarogf research, development and production witheet to its business (present and futi
| understand that:
A. As part of my employment by Opexa (with the téremployment, as used herein, to include any consulting reteghip as well as
any service as a member of the Board of Directbis)) expected to make new contributions and ineastof value to Opexa.
B. My employment creates a relationship of confieand trust between me and Opexa and that myigropiaces me in a unique
position of access to the proprietary technologde secrets and research, development and bugif@ssation:
(1) applicable to the business of Opexa
(2)  applicable to the business of any client, partmerustomer of Opex:

which may be made known to me by Opexa or by aeyt;lpartner or customer of Opexa, or learned byduring the period of my
employment.

C. Opexa possesses and will continue to possessriafion that has been or will be created, disceder developed, or has or will
otherwise become known to Opexa (including, witHonitation, information created, discovered, deyd or made known by or to me dut
the period of or arising out of my employment bye®), and/or in which property rights have beewitirbe assigned or otherwise conveyed
to Opexa, which information has commercial valughimbusiness in which Opexa is engaged. All ofatfoeementioned information is
hereinafter called Confidential Information” By way of illustration, but not limitation, Coitfential Information includes all data,
compilations, blueprints, plans, audio and/or videmordings and/or devices, information on compdisks, software, tapes, printouts and c
printed, typewritten or handwritten documents, #pEtions, strategies, systen




schemas, methods, business and marketing develogtaes, customer, employee and supplier listsgbtgland unpublished financial
statements, licenses and license agreements, chgmajections, processes, technigues, designgesegs, components, programs, technology,
ideas, know-how, improvements, inventions (whetrarot patentable or copyrightable), informatiomatoperations and maintenance, trade
secrets, formulae, models, patent disclosurestrivdtion regarding the skills and compensation béoemployees of Opexa and other
information concerning the actual or anticipatedibess, research or development of Opexa or it&bot potential customers, suppliers or
partners or which is or has been generated orvedén confidence by or for Opexa by or from anyspe; and all tangible and intangible
embodiments thereof of any kind whatsoever inclggimhere appropriate and without limitation, alhgaositions, machinery, apparatus,
records, reports, drawings, copyright applicatigragent applications, documents, samples, protstypedels, products and the like.

In consideration of my employment or continued esypient, as the case may be, and the compensatieived by me from Opexa from
time to time, | hereby agree as follows:

1. All Confidential Information shall be the soleoperty of Opexa and its assigns, and Opexa arabdigns shall be the sole owner of all
trade secrets, patents, copyrights and other righdsnnection therewith. | hereby assign to Opsxarights | may have or acquire in all
Confidential Information. At all times during my @fyment by Opexa and at all times after termimatibmy employment by me or Opexa
any reason (Termination”), | will hold in confidence and trust all Confidgal Information, and | will not disclose, sellsey lecture upon or
publish any Confidential Information or anythindating to it without the prior written consent op€xa, except as may be necessary in the
ordinary course of performing my duties as an eygxoof (or consultant or Director to) Opexa.

2. Without limiting the terms of my employment wilpexa, | agree that during the period of my emiplegt by Opexa | will not engage
in any employment or activity in any business ikatirectly or indirectly competitive with Opexa would otherwise conflict with my
employment by Opexa.

3. All documents, data, records, apparatus, equiprsequences, components, programs and othercpghpsoperty, whether or not
pertaining to Confidential Information, furnishexirhe by Opexa or produced by myself or others imeation with my employment shall be
and remain the sole property of Opexa and shakttened promptly to Opexa as and when requestédp@xa. Even should Opexa not so
request, | shall return and deliver all such propepon Termination and | will not take with me aswych property, any reproduction of such
property or any materials or products derived faroh property. | further agree that any propettyated on Opexa’s premises and owned by
Opexa, including disks and other storage mediagfitabinets or other work areas, is subject tpeaoton by Opexa personnel at any time with
or without notice.

4. | shall promptly disclose any outside activitiesnterests, including any ownership or partitipain the development of Prior
Inventions (as defined in Section 8 below), thatftict or may conflict with the interests of Opexainderstand that | am required to make ¢
disclosures promptly if the activity or interestédated, either directly or indirectly, to (i) anea of research, development or service of Opexa,
(i) a product candidate,
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product or product line of Opexa, (iii) a manufauiy, development or research methodology or poé®pexa or (iv) any activity that | m
be involved with on behalf of Opexa.

5. I shall promptly disclose to Opexa, or any passdesignated by it, all improvements, inventidosnulae, processes, programs,
techniques, know-how, data and the like, whetherodmpatentable or copyrightable, made or concedregduced to practice or learned by me,
either alone or jointly with others, during the iperof my employment with Opexa which are relatedhte business of Opexa, or result from
tasks assigned to me by Opexa, or result from fipeemises owned, leased or contracted for by Ogalkaaid improvements, inventions,
formulae, processes, techniques, know-how, datdtaenlike shall be collectively hereinafter callethventions’). Such disclosure shall
continue for one year after Termination with reggeanything that would be an Invention if madenceived, reduced to practice or learned
prior to Termination.

6. | agree to keep and maintain adequate and ¢ugeords (in the form of notes, sketches, docuatamt, drawings and in any other
form that may be required by Opexa) of all Confiirinformation developed by me and all Inventionade by me during the period of my
employment at Opexa, which records shall be madgadle to and remain the sole property of Opexalldimes.

7. 1 agree that all Inventions shall be the sotgpprty of Opexa and its assigns, and Opexa arasigns shall be the sole owner of all
trade secrets, patents, copyrights and other rightsnnection therewith and all Confidential Infaation with respect thereto. | hereby assi¢
Opexa any and all rights | may have or acquirdlimaentions, including all rights that may be kmo as or referred to as “moral rights.” |
further agree as to all Inventions to assist Opexavery proper way (but at Opexa’s expense) taiokdnd from time to time enforce patents
and copyrights on Inventions in any and all coastrand to that end | will execute all documentsufe in applying for and obtaining such
patents and copyrights thereon and enforcing theesas Opexa may desire, together with any assigtsntigereof to Opexa or persons
designated by it. My obligation to assist Opexalitaining and enforcing patents and copyrightgterinventions in any and all countries sl
continue beyond Termination, but Opexa shall cormpnme at a reasonable rate after Terminatiotinfier actually spent by me at Opexa’s
request on such assistance. In the event that Opexeble for any reason whatsoever to secureigmature to any lawful and necessary
document required to apply for or execute any gatenopyright application with respect to Invemiso(including renewals, extension,
continuations, divisions, continuations in parpoeservation of rights in respect thereof), | hgrigkevocably designate and appoint Opexa and
its duly authorized officers and agents, as my tand attorneys-in-fact to act for and in my behatl instead of me, to execute and file any
such application and to do all other lawfully petted acts to further the prosecution and issuahpatents or copyrights thereon with the s:
legal force and effect as if executed by me.

8. As a matter of record | have identified on Andehereto a complete list of all inventions or improwants relevant to the subject ma
of my employment by Opexa which have been madewncaved or first reduced to practice by me alon@iatly with others prior to my
employment by Opexa“(Prior Inventions’ ) which | desire to remove from the operation a$ thgreement. If disclosure of any such Prior
Invention would cause me to violate any prior
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confidentiality agreement, | understand that | artto list such Prior Invention an Annexoilit am only to disclose a cursory name for each
such Prior Invention, a listing of the party(iesmthom it belongs and the fact that full disclosaseto such Prior Inventions has not been made
for that reason. | represent that my list of Phorentions is complete. If no such list of Priowémtions is identified, | represent that | have
made no such Prior Inventions at the time of thmro@ncement of my employment by Opexa. Notwithstagthe foregoing, and without
limiting the other provisions of this Agreemengdree that (i) any improvements or new inventianthe item(s) so identified on such list (if
any) shall be treated as Inventions for purposékisfAgreement if the provisions of Section 5 abave otherwise applicable and (ii) if, in the
course of my employment with Opexa, | incorporariar Invention into an Opexa product, procesgliaation, machine or invention, Opexa
is hereby granted and shall have a nonexclusiyaltyefree, irrevocable, perpetual, worldwide lisen(with rights to sublicense through
multiple tiers of sublicensees) to make, have mauglify, use and sell such Prior Invention. Notwitdnding the foregoing, | agree that | will
not incorporate, or permit to be incorporated, Pineentions in any Opexa product, process, apfiinamachine or invention without Opesa’
prior written consent.

9. | represent that my performance of all the teofirthis Agreement and that my employment by Opsio@s not and will not breach or
constitute an event of default under any agreerfieabligating me to keep in confidence proprietarformation acquired by me in confidence
or in trust prior to, or at any point throughouty employment by Opexa, (ii) obligating me to asdigir protect for the benefit of any third
party any proprietary information or any improvemeémvention, formulae, process, program, technidmew-how or data or (iii) that is
designed in any way to limit my employment or aiggivn any business in which | may compete, dingotl indirectly, with any other business,
or which might by application have such an effebiave not entered into, and | agree that | will @ater into, any agreement (either written or
oral) in conflict herewith.

10. I understand, acknowledge and agree that,raefide consideration for my employment or conéd employment by Opexa, | have
not brought and will not bring with me to Opexause in the performance of my responsibilities dboiOpexa any equipment, supplies,
facilities, trade secrets or other proprietary infation of any former employer which are not gethgmavailable to the public, unless | have
obtained (and provide herewith to Opexa a copywiffen authorization for their possession and use.

11. I also understand that, during the course oemployment by Opexa, | am not to breach any otiigaof confidentiality that | have
to others, and | agree that | shall fulfill all uabligations during my employment by Opexa. A coprny document reflecting any such
obligation, or a description thereof if no documisravailable, is provided herewith to Opexa.

12. | agree that during the term of my employmeithh @pexa and for a period of twelve (12) montherafermination, | will not directly
or indirectly: (i) induce or attempt to induce agmployee or consultant of Opexa to leave the empl@ypexa or to otherwise end such
employee’s or consultant’s relationships with Opexéi) other than on behalf of Opexa, induce tempt to induce any other person to
terminate a relationship with Opexa.
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13. After Termination, | hereby consent to the ficdtion of my new employer (if any) of my rightadiobligations under this Agreeme

14. | acknowledge that, due to the uniqueness ofatationship with Opexa, Opexa would not have degaate remedy at law for money
damages in the event that this Agreement is nbt fidrformed in accordance with its terms. | agtest in addition to any other rights and
remedies available to Opexa for any breach by mmyobbligations hereunder, Opexa shall be enttibeginforcement of my obligations
hereunder by court injunction (without the postarigr bond or other security), specific performaacether appropriate equitable relief.

15. If any one or more of the provisions of thisrégment shall, for any reason, be held to be idydlegal or unenforceable in any
respect, such invalidity, illegality or unenforcétyp shall not affect the other provisions of tthgreement and this Agreement shall be
construed as if such invalid, illegal or unenfotdegrovision had never been contained hereimdfeover, any one or more of the provisions
contained in this Agreement shall for any reasohdid to be excessively broad as to duration, ggaigcal scope, activity or subject, it shal
construed by limiting and reducing it, so as teebhérceable to the extent compatible with the ablie law as it shall then appear.

16. If applicable, this Agreement does not applid&as or inventions for which no equipment, swgsplfacility or trade secret
information of Opexa were used and which were dmed entirely on my own time, and (i) which do redaite at the time of conception or
reduction to practice of the invention (a) to tletual business of Opexa, or (b) to Opexa’s actudemonstrably anticipated research or
development, or (ii) which do not result from angnk performed by me for Opexa. Notwithstandingfitregoing, | shall disclose in
confidence to Opexa any invention in order to pefpexa to make a determination as to compliancaéwvith the terms and conditions of
this Agreement.

17. This Agreement shall be effective as of th&t filay of my employment by Opexa and shall sur¥ieemination. The term “
employment and the term or duration of my employment, asiduserein and for purposes of this Agreement, shellide, without limitation,
any consulting relationship or service pursuara threctorship between myself and Opexa (includingpplicable, any such relationship wh
may follow the termination of my status as an eme@of Opexa or which may precede my status asngtogee of Opexa). Accordingly,
notwithstanding any other provision of this Agreeti® the contrary (and without limitation), &&rmination” shall not be deemed to have
occurred if a consulting relationship or directapspersists following the termination of my statissan employee of Opexa (if applicable).

18. The term Opexa, as used herein, shall incliyd@pexa, (ii) any predecessor or successor to ®pexts business or assets, (iii) any
subsidiary or affiliate of Opexa or any such prexdsor or successor and (iv) any predecessor oessmcto any such subsidiary or affiliate or
its business or assets.

19. This Agreement shall be binding upon me, mysheixecutors, assigns and administrators and isiadl to the benefit of Opexa, its
successors and assigns.
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20. This Agreement shall be governed by and coedtiii accordance with the internal laws of theeStditTexas, without regard to the
conflicts of law principles thereof.

| have read this Agreement carefully and understandts terms. The list of Prior Inventions attached @ Annex 1is complete.

Dated as of: November 16, 2009

Signature:/s/ Jaye Thompson, Ph
Jaye Thompson, Ph.

Accepted and Agreed to
as of November 16, 2009

OPEXA THERAPEUTICS, INC.

By: /sl Neil K Warme
Name: Neil K. Warma
Its: President & CEC




@

(b)

agpwNE

Annex 1
(Jaye Thompson, Ph.D.)
Prior Inventions
Prior Inventions. Except as set forth in part (b) below, the folilogvis a complete list of all Prior Inventions @efined in Section 8 of tt
Proprietary Information and Inventions Agreemenivtich this Exhibit is attached) relevant to thegant business of Ope»
None.
O See below.

O Additional sheets attached.

Confidential Prior InventionsDue to a prior confidentiality agreement, | cahcamplete the disclosure with respect to the itieas or
improvements generally listed below, the proprietaghts and duty of confidentiality with respeatwhich | owe to the following party
(ies):

Invention or Improvemer Party(ies) Relationshif

[0 Additional Sheets Attache



EXHIBIT C
AGREEMENT TO ARBITRATE

I, Jaye Thompson, Ph.D. (th&mploye€’), and Opexa Therapeutics, Inc. (thE6mpany’), hereby enter into this agreement to arbitrate
(the “ Agreement).

The parties hereto agree that, except as notevpaty controversy, claim or dispute arising oytamncerning or relating in any way to
the Employee’s employment with the Company or émmination thereof, whether arising in tort, cootrar pursuant to a statute, regulation or
ordinance now in existence or which may in theeifoe enacted or recognized (th€laims”) shall be submitted exclusively to final and
binding arbitrationThe parties hereto understand and agree that by eating into this Agreement they are waiving their respective right
to bring such Claims to court, including any rightto a jury trial.

The Claims subject to this Agreement include, atret limited to: (a) claims for fraud, promiss@stoppel, fraudulent inducement of
contract or breach of contract or contractual altln, whether such alleged contract or obligakieroral or written, express or implied by fact
or law; (b) claims for wrongful termination of enogiment, wrongful termination in violation of publwlicy and constructive discharge,
infliction of emotional distress, misrepresentationerference with contract or prospective ecorwatvantage, defamation, unfair business
practices, and any other tort or tort-like caudesction relating to or arising from the employmesgiationship; (c) claims for discrimination,
harassment, or retaliation under any and all fddstate, or municipal statutes, regulations, alir@nces (including, but not limited to, Title
of the Civil Rights Act of 1965, the Americans Wiitisabilities Act and the Age Discrimination in Elopment Act) as well as claims for
violation of any other federal, state, or municig@tute, regulation, or ordinance, except asmtt hierein; (d) claims for wages, commissions,
bonuses, severance, employee benefits, stock sptiwh the like, whether such claims are basedlegeal express or implied contract or
obligation, equity, the Texas Labor Code, the Ealvor Standards Act, the Employee Retirement Inc8ewurities Act or any other federal,
state, or municipal laws concerning wages, comgemsar employee benefits; (e) claims arising dudrorelating to the grant, exercise, ves
and/or issuance of equity in the Company or optiorsurchase equity in the Company; and (f) clabascerning the validity, infringement,
enforceability or misappropriation of any tradersgcpatent right, copyright, trademark, or anyeotimtellectual or confidential property helc
sought by the Employee or the Company, includimgnts alleged by Employee or the Company that amsker the Company’s Proprietary
Information and Inventions Agreement regarding satéllectual or confidential property.

Notwithstanding the above: (a) nothing in this Agreent shall be construed as limiting the Employéegts to file a claim with or seek
the assistance of the Equal Employment Opportuisnmission, or any similar state agency, howevegy,cdaim that cannot t



resolved administratively shall be subject to thigeement; (b) the following disputes and claims ot covered by this Agreement and shall
therefore be resolved by both parties in any apfatgpforum, including courts of law, as requirgdtbe laws then in effect: (i) claims for
workers’ compensation benefits; (ii) claims for ay@oyment insurance benefits; and (iii) claimsdtate or federal disability insurance
benefits; and (c) neither party waives the righteéek through judicial process, preliminary injivetelief to preserve the status quo or prevent
irreparable injury before the matter can be heaatbitration.

The arbitration provided under this Agreement shaltonducted by a single arbitrator in accordavitethe then-current rules issued by
the American Association BAA”) for the resolution of employment disputes, whiciies are incorporated herein by reference. Thiesa
understand and agree that the arbitration shadl pdédce in The Woodlands, Texas, or, at the Emglsyaption, in the county in which the
Employee primarily worked with the Company at timeet the arbitrable dispute or claim arose.

Both the Employee and the Company have the righeteepresented by counsel of their choice. Eadly phall be responsible for
his/her/its own attorneys’ fees, except as provilethw. The Company will pay the arbitrator’s fee the proceeding, as well as any
administrative, room or other charges required ByAAHowever, each party shall be responsible focasts associated with discovery which
that party initiatese.g., depositions, except that a party or third-paritn@ss being deposed shall be responsible fordkeaf a copy of the
transcript if he/she/it chooses to order a copy.

The arbitrator shall issue a written arbitratioide®n or award stating the arbitrator’'s esseffitialings and conclusions upon which the
decision or award is based. The decision or awhtideoarbitrator shall be final and binding upoer fharties. The arbitrator shall have the pc
to award any type of legal or equitable relief twauld be available in a court of competent jurisidin including, but not limited to, costs,
attorneys’ fees, and punitive damages when suctagasnand fees are available under the applicadtl#estand/or judicial authority. Either
party may file pre-hearing motions directed atl#gal sufficiency of a claim or defense equivalkena demurrer or summary judgment prior to
the arbitration hearing. The arbitrator’s decistsraward may be entered as a judgment or ordamyjircaurt of competent jurisdiction.

The parties agree to file any demand for arbitratigthin the time limit established by the appliabtatute of limitations for the asserted
claims or within one year of the conduct that fortims basis of the claim if no statutory limitatisnapplicable. Failure to demand arbitration
within the prescribed time period shall result iaiver of said claims. The parties further agre¢ tioghing in this Agreement relieves either of
them from any obligation they may have to exhaestain administrative remedies before arbitrating elaims or disputes under this
Agreement.

The parties understand and agree that neitheethrestnor the conditions described in this Agreemaestintended to create a contract of
employment for a specific duration of time or tmili the circumstances under which the Employee’pleyment may be terminated.
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This is the complete agreement between the Emplagdehe Company on the subject of the arbitradfadisputes. This Agreement superse
any prior or contemporaneous oral or written un@d@ding on the subject. This Agreement shall beegoad by and shall be interpreted in
accordance with the laws of the State of Texas.t&hmas of this Agreement may not be orally modifi€dis Agreement can be modified only
by a written document signed by the CEO of the Camypand the Employee. The parties hereto furthexeatipat this Agreement shall survive
the termination of the Employee’s employment.

In the event that any provision of this Agreemardétermined by the arbitrator or by a court of petant jurisdiction to be illegal, invalid, or
unenforceable to any extent, such term or provishuall be enforced to the extent permissible utitefaw and all remaining terms and
provisions hereof shall continue in full force aftect.

Both parties acknowledge, represent and warrant thiethey are knowingly and voluntarily entering into this Agreement, that they have
or may consult with an attorney concerning the terms of this Agreement, and understand that by enterig into this Agreement they are
agreeing to waive a jury trial as to all Claims.

EMPLOYEE OPEXA THERAPEUTICS, INC
/s/ Jaye Thompson, PhD. /sl Neil K Warma

Signature Signature

November 16, 200 November 16, 200

Date Date

Jaye Thompson, Ph.D. Neil K. Warma

Print Name Print Name

President and CEO
Title




Exhibit 10.15

CERTIFICATE OF AMENDMENTS
TO THE
OPEXA THERAPEUTICS, INC.
JUNE 2004 COMPENSATORY STOCK OPTION PLAN
(f/k/a PharmaFrontiers Corp. June 2004 Compens&tagk Option Plan)

This Certificate of Amendments sets forth certaiompamendments to the June 2004 Compensatory Sptikn Plan (the Plan”) of
Opexa Therapeutics, Inc., a Texas corporation“(fiempany”). Unless otherwise specifically defined hereiacle capitalized term used
herein shall have the meaning afforded such terdeutihe Plan.

WITNESSETH:
WHEREAS, the Plan originally reserved an aggregate of 2@&lfares (post-split) for issuance of Awards thedeu;

WHEREAS, the Company’s Board of Directors (th&bard ") previously approved certain amendments to the Pdubject to
stockholder approval, on three prior occasions,samth stockholder approval was subsequently oltaine

WHEREAS, the Company effected a 1-for-10 reverse split ef$hares on June 16, 2006, and all Share numhldmsteeherein have
been adjusted to reflect such reverse split; and

WHEREAS, the purpose of this Certificate of Amendments isdbforth those prior amendments to the Plan ddbpted by the Board
and stockholders.

NOW, THEREFORE, the following recites the amendments to the Pladate:

1. First Amendment. Section 5(a) of the Plan was amended by replatiaditst sentence of such section with the follayvin

“Subject to adjustment as provided in Section 6fdhe Plan, the aggregate number of Shares thatméssued under the Plan shall
be 300,000.*

The foregoing amendment was (i) approved by the@aa of April 19, 2005 and (ii) approved by theckholders of the Company and
became effective on June 21, 2005.

' Prior to the effectiveness of the First Amendm@n0,000 Shares were subject to the F
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2. Second Amendment

(a) Section 5(a) of the Plan was amended by repatie first sentence of such section with theofeihg:

“Subject to adjustment as provided in Section 6fdhe Plan, the aggregate number of Shares thatméssued under the Plan shall
be 1,200,000.2

(b) Section 5(d) of the Plan was amended by repiattie first sentence of such section with theofeihg:

“No more than 50,000 shares of Common Stock magubgect to Qualified Performance-Based Awards gai any Eligible
Individual, including a Covered Employee, in angdal Year.”

The foregoing amendments were (i) approved by therd@as of April 20 and 26, 2006 and (ii) approbgdhe stockholders of the
Company and became effective on June 15, 2006.

3. Third Amendment . Section 5(a) of the Plan was amended by replatiaditst sentence of such section with the follayvin

“Subject to adjustment as provided in Section 6fdhe Plan, the aggregate number of Shares thatméssued under the Plan shall
be 2,300,000.%

The foregoing amendment was (i) approved by the®aa of August 12, 2008 and (ii) approved by tioeldholders of the Company and
became effective on September 26, 2008.

IN WITNESS WHEREOF, the Company has caused itsaaiziid officer to execute this Certificate of Amemehts to the Opexa
Therapeutics, Inc. June 2004 Compensatory Stocio®@pPtan to evidence the foregoing amendments.

OPEXA THEREAPEUTICS, INC.

Dated: March 3, 201 By: /s/ Neil K. Warme
Neil K. Warma
President and Chief Executive Offic

® Prior to the effectiveness of the Second Amendn89@,000 Shares were subject to the F
* Prior to the effectiveness of the Third Amendm@200,000 Shares were subject to the F
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EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irRbgistration Statement on Forms S-3 (No. 333-1535883-162397 and 333-163108),
and Form S8 (No. 139196) pertaining to the Opexa Therapeutics June 2004 Compensatory Stock Option Planuofeport dated March
2010 with respect to the audited financial statesmehOpexa Therapeutics, Inc. for the years emdstember 31, 2009 and 2008.

/s/ MaloneBailey, LLP
MaloneBailey, LLF
www.malon¢bailey.com
Houston, Texa

March 4, 201(




EXHIBIT 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

[, Neil K. Warma, certify that:

1. | have reviewed this Annual Report on Forn-K of Opexa Therapeutics, Inc
2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statemeamts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4.  The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a. Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa
b. Designed such internal control over financial réjpgr, or caused such internal control over finah@gorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant
d. Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registré' s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, tlegistrant’s internal control over
financial reporting; an
5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):
a. All significant deficiencies and material weagses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant
b.  Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: March 4, 201 By: /s/__Neil K. Warma

Neil K. Warma
President, Chief Executive Officer and
Acting Chief Financial Office



EXHIBIT 32.1

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

In connection with the Annual Report of Opexa Tlpexics, Inc. (the “Company”) on Form 10-K for theriod ending December 31,
2009, (the “Report”), as filed with the Securitaasd Exchange Commission on the date hereof, |,léVarma, President, Chief Executive
Officer and Acting Chief Financial Officer of theo@pany, certify, pursuant to 18 U.S.C. §1350, asptetl pursuant to 8906 of the Sarbanes-
Oxley Act of 2002, to the best of my knowledge ttha

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. The information contained in the Report fairlegents, in all material respects, the financialdéition and results of operations of the
Company.

Date: March 4, 2010 By: /s/__Neil K. Warma
Neil K. Warma
President and Chief Executive Officer
(Principal Executive Officer)
Acting Chief Financial Officer
(Principal Financial and Accounting Office




