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= PHARMAFRONTIERS
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PharmaFrontiers Corp.
29,867,665 Shares of Common Stock

This prospectus relates to the resale from timénme by the selling stockholders of up to 29,86%B,8Bares of our common stock, including 12,723,562res ¢
common stock previously issued and 17,144,103 stareommon stock issuable upon the exercise ofwomstock purchase warrants. A series of warramiietlying 10,411,4C
shares of common stock expired on February 17, 2006 selling stockholders may sell the shareafroon stock from time to time in the principal metrbn which the stock
traded at the prevailing market price or in negetigransactions.

Shares of our common stock are traded on the NASD Bulletin Board under the symbol “PFTR.OBApril 27, 2006, the last reported sales price for commoil
stock on the OTC Bulletin Board was $0.82 per share

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

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

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

The date of this prospectus is May 25, 2006.
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You should rely only on the information contained n this prospectus. We have not authorized anyone forovide you with information that is different. This
prospectus may only be used where it is legal tolséhese shares of our common stock. The informatioin this prospectus may only be accurate as of theate of this
prospectus.

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

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

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




PROSPECTUS SUMMARY

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

In this prospectus, “PharmaFrontiers Corp.,” the dmpany,” “we,” “us” or “our” refer to PharmaFrontiers Corp., a Texas corporatiand its subsidiaries, exct
where otherwise indicated or required by context.

Our Business

We are a biopharmaceutical company engaged in digwgl autologous personalized cell therapies. Grategy is to develop and commercialize cell thempo tree
several major diseases including multiple sclerassdiovascular diseases, and diabetes. We haegcumsive license to an individualized T cell #ygy that is in FDA Phase |
human dose ranging clinical trials to evaluateséfety and effectiveness in treating multiple szdés. We have an exclusive worldwide license fer ititellectual property righ
and research results of an autologous T cell vactin rheumatoid arthritis from the Shanghai Ingés for Biological Sciences (SIBS), Chinese Acagleh Sciences of tt
People's Republic of China. We also have an exa@ugiense to a stem cell technology in which agldtipotent stem cells are derived from monocytetined from the patierst’
own blood. We are initially pursuing indicationsheart failure and Type | diabetes with our stethtberapy.

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

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

Two clinical studies of Tovaxin™ have reached catimilestones:

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

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

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

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

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

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




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

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

Recent Developments

In April 2006, the Company closed upon a transacitiowhich the Company issued 46,000,000 sharegheiCompanys common stock and warrants to purcl
23,000,000 shares of the Company’s common stockb®®,000,000 to certain institutional and accretlilevestors (the “Financing”)ln connection with the Financing,
Company agreed to hold a shareholsleneeting by June 30, 2006 to vote on a proposeffézxt a 1 for 10 reverse split of the Company omm stock that will not reduce 1
number of shares of common stock the Company reaized to issue.

The warrants will expire in five years, and arereisable at $0.65 per share only after the Compeffscts a 1 for 10 reverse split. The warrants @onstandar
adjustment provisions for stock splits, distribuso reorganizations, mergers and consolidations. Gbmpany has the right to call the warrants conuingnone year from tt
effective date of a resale registration statemietite closing bid price per share of the Compamydmmon stock equals or exceeds $1.30 for twenrgecutive trading days
which the daily average trading volume of the commtock is at least 200,000 shares. Additionall{hé resale registration statement is not effector any period after April 1
2007, then the warrant holders may exercise thairamts on a cashless basis during the periocefae registration statement is not effective.

Our Executive Offices

Our principal executive and administrative offieifity is located in The Woodlands, Texas at 26B5Crescent Ridge Drive, The Woodlands, Texas 778&1 ou
telephone number is (281) 2B331. We maintain a website at www.pharmafrontiemscom, however the information on our websiteds part of this prospectus, and you sh
rely only on information contained in this prospectvhen making a decision as to whether or naitest in shares of our common stock.

RISK FACTORS

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




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

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

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

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

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

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

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

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

« scientific progress in our research and developmmgrams;




the magnitude and scope of our research and dewelapprograms;

our ability to establish, enforce and maintaintefyec arrangements for research, developmentgalinésting, manufacturing and marketing;

« our progress with preclinical development and chiirials;

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

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

Approximately 88% of our total assets are compriseaf intangible assets that are subject to review oa periodic basis to determine whether an impairmenon
these assets is required. An impairment would notrdy greatly diminish our assets, but would also regire us to record a significant non-cash expense alge.

We are required under generally accepted accoumtimgiples to review our intangible assets for amment when events or changes in circumstancesaitedthi
carrying value may not be recoverable. Goodwilieiguired to be tested for impairment at least alyuat December 31, 2005, our intangible assetsisisting of the Universi
of Chicago license and acquired intangible assetm fthe Opexa acquisition that is an inseparabtugrof patents and licenses that tafnction independently, we
approximately $26.1 million. If management deterasitthat impairment exists, we will be requiredeoard a significant charge to expense in our firratatements during t
period in which any impairment of our goodwill istdrmined.

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

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

« unforeseen safety issues;




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

« slower than expected rates of patient recruitment;

inability to monitor patients adequately duringadter treatment; and

inability or unwillingness of medical investigatdosfollow our clinical protocols.

In addition, we or the FDA may suspend our clinigéls at any time if it appears that we are exppparticipants to unacceptable health risks ahé& FDA find:
deficiencies in our IND submissions or the condfahese trials.

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

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

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

The nature of clinical trials and our businesstefyg requires us to rely on contract research dzg#éions, independent clinical investigators arteeothird party servic
providers to assist us with clinical testing andtaie research and development activities. As altesur success is dependent upon the successee€ toutside parties
performing their responsibilities. Although we @ our contractors are economically motivated édfggm on their contractual obligations, we candokctly control th
adequacy and timeliness of the resources and ésgenpplied to these activities by our contracttfr@ur contractors do not perform their activitisesan adequate or time
manner, the development and commercialization ofloug candidates could be delayed.

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

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

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




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

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

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

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

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

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

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




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

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

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

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

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

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

products.

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

» our establishment and demonstration to the medmaimunity of the clinical efficacy and safety ofrquroduct candidates;
« our ability to create products that are superiaalternatives currently on the market;

« our ability to establish in the medical communhy fpotential advantage of our treatments overradtare treatment methods; and




« reimbursement policies of government and thirdyppeyers.
If the health care community does not accept oadpets for any of the foregoing reasons, or for atier reason, our business would be materiallynedr
Risks Related to Our Common Stock

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

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

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

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

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

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

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

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

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

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




FORWARD LOOKING STATEMENTS

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

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

Although we believe that the expectations refledtethe forwardlooking statements are reasonable, it cannot gtegdnture results, levels of activity, performanm
achievements. Moreover, neither the Company norodéimgr person assumes responsibility for the acguaad completeness of these forwéydking statements. We do not int¢
to update any of the forward-looking statementsrdfie date of this Memorandum to conform priotesteents to actual results.

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

Shares of our common stock are traded on the Natidssociation of Securities Dealers Inc. Over @munter Bulletin Board under the symbol “PFTR.OBur
Common Stock trades on a limited, sporadic andti¥elbasis. As of April 27, 2006, the last reporsades price of our common stock on the OTC Bull8wbard was $0.82. As
May 4, 2006, there were 66,967,035 shares of ommoon stock outstanding that were held of recor@®§ persons.

The following table sets forth, for the periodsigated, the range of high and low bid informatian 6ur common stock. These quotations reflect idtaler price:
without retail mark-up, mark-down or commissiongdanay not represent actual transactions.

Price Ranges

High Low
Fiscal Year Ended December 31, 2004
First Quarter 0.03 0.01
Second Quarter 14.25 0.01
Third Quarter 8.15 6.50
Fourth Quarter 9.50 5.90
Fiscal Year Ended December 31, 20C
First Quarter 8.70 4.50
Second Quarter 5.50 2.46
Third Quarter 1.41 1.25
Fourth Quarter 0.63 0.59
Fiscal Year Ended December 31, 2006
First Quarter 0.62 0.55

-1C-




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

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

SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsteuld be read in conjunction with “ManagemseriDiscussion and Analysis of Financial Conditiorl &esults ¢
Operations"and our consolidated financial statements ande@labtes included elsewhere in this prospectus.s€lected consolidated financial data in this secis not intende
to replace the consolidated financial statementsartompanying footnotes. The selected consolidaédghce sheet data as of December 31, 2005 antl IR0 been deriv:
from our audited consolidated financial statemémtiided elsewhere in this prospectus. Historiealits are not necessarily indicative of the resolthe expected in the future.

Year Ended Year Ended
December 31, December 31,
2005 2004
Consolidated Statements of Operations Data:
Revenues $ - $ -
Operating Expenses:
General and administrative $ 550,17¢ $ 572,53«
Depreciation and amortization 1,735,20! 264,81¢
Research and development 9,892,25! 2,465,63
Loss on disposal of assets 22,81( 457,12.
Net operating loss (12,200,45) (3,760,10))
Interest Income 81,93( 5,997
Other Income 28,17« 2,37¢
Interest expense (7,323,85) (868,92()
Net loss $ (19,414,19) $ (4,620,66)
Net loss per common share, basic and dil $ (1.2¢) $ (0.7%)
Weighted average number of common shares outsignoisic and diluted 15,648,36 6,309,14!
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As of December 31,

2005 2004

Consolidated Balance Sheet Data:

Cash and cash equivalents and prepaid expenses 2,743,191 946,32
Intangible assets 26,130, 44 26,791,07
Fixed Assets 479,99¢ 341,98:
Other assets 388,21( _
Total assets 29,741,83 28,079,38
Current liabilities 2,429,771 4,883,16!
Common stock 1,030,97 502,99:
Additional paid in capital 50,441,94 27,439,89
Deficit accumulated during the development stage (24,160,86) (4,746,66)
Total stockholders’ equity 27,312,06 23,196,22
Total liabilities and stockholders’ equity 29,741,83 28,079,38

MANAGEMENT’'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

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

Overview

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

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

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

-12-




Results of Operations
Comparison of Year Ended December 31, 2005 with the Year Ended December 31, 2004
Net Sales.
We recorded no sales for the twelve months endeember 31, 2005 and 2004.
General and Administrative Expenses

Our general and administrative expenses duringwiedéve months ended December 31, 2005, was $55(G&7&mpared to $572,534 for the twelve months d
December 31, 2004. General and administrative esgsenonsist primarily of salaries and benefitscefexpense, professional services fees, and otitporate overhead co:s
We anticipate increases in general and adminigg@&xpenses as we continue to develop and prepacetrmercialization of our technology

Research and Development Expense

Research and development expense was $9,892,2%%forelve months ended December 31, 2005, as @@dpo $2,465,634 the twelve months ended DeceBit
2004. The increase in expenses was primarily deeatijuisition of Opexa and the assumption of ierajions and research and development programehssvour Phase |.
clinical trials for Tovaxin, stem cell developmeartd preelinical costs, the hiring of personnel and othgrenses associated with the increase in researtderelopment effort
We have made and expect to continue to make sulzteavestments in research and development ieota develop and market our technology. Researdrdavelopment cos
consist primarily of general and administrative ambrating expenses related to research and deweldpactivities. We expense research and developouets as incurre
Property, plant and equipment for research andldpmeent that has an alternative future use is ahpétd and the related depreciation is expenseeésearch and developm
costs. We expect our research and development sggerincrease as we continue to invest in theldpireent of our technology.

Interest Expense

Interest expense was $7,323,851 for the twelve hsoended December 31, 2005 compared to $868,926edwelve months ended December 31, 2004. Thease i
primarily related to the amortization of the remagdiscount under the beneficial conversion feanfrthe 15% exchangeable convertible promissotgsitihe “Notes”)jn 200t
the accrued interest on the Notes was convertedsimres of Common Stock.

Net loss

We had a net loss for the year ended December(5, 2f $19,414,197 or ($1.24) per share (basicdiluted), compared with a net loss of $4,620,664%$073) per sha
(basic and diluted), for the twelve months endeddbeber 31, 2004. The increase in net loss is dineapity to the amortization of the remaining disabwnder the benefici
conversion feature of the Notes and the accrueddnt on the Notes that was converted into shdresnomon stock, along with stanp of operations which included the hiring
new employees, directors and scientific advisorgrdomembers. These individuals have agreements wgitthat provide for salary payments. The incraaseet loss is als
attributable to the acquisition of Opexa Pharmacalg and the assumption of its operations andareseand development programs. Also included aoéepsional feegncurrec
from legal, accounting, and consulting servicesdoure and expand our license patent claims. Avwatied future expenses include research and develupmrofessional ai
consulting fees, and expenses associated withxihension of the office and laboratory/manufactuffagjlities.
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Liquidity and Capital Resources

Historically, the Company has financed its operaigrimarily from the sale of its debt and equiécwities. As of December 31, 2005, the Company desh c
approximately $2,500,000. Our current burn ratpigroximately $800,000 per month excluding camitglenditures. As a result of the April 2006 finamcithe Company believ
that it has sufficient working capital to fund optons through the third quarter of 2007. Therrafthe Company will need to raise additional apiv fund its working capit
needs. The Company does not have any material cionemis from investors or any credit facilities dabie with financial institutions or any other ttiparties. Therefore, it
expected that the Company will need to engage s dféorts sales of its securities to raise neaededking capital. There is no assurance that we léllsuccessful in any fundi
effort. The failure to raise such funds will nedte the curtailment of operations and delay efstart of the clinical trials.

Contractual Commitments

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

Off-Balance Sheet Arrangements

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

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

Our discussion and analysis of our financial canditind results of operations is based on our dmteged financial statements, which have been pezgpm accordan:
with accounting principles generally accepted ie thnited States of America. The preparation of éhesnsolidated financial statements requires umasie estimates a
judgments that affect the reported amounts of as8abilities and expenses. We base our estin@tdsstorical experience and on various other agsioms that we believe to
reasonable under the circumstances, the resulthich form the basis for making judgments aboutdagying values of assets and liabilities that rewe readily apparent fra
other sources. Actual results may differ from thesémates under different assumptions or conditidle believe the following critical accounting io@s affect our mo
significant judgments and estimates used in prejosaraf our consolidated financial statements.
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Reverse AcquisitionWe treated the merger of PharmaFrontiers Cotp.$portan as a reverse acquisition. Pursuantetgtidance in Appendix B of SEC Account
Disclosure Rules and Practices Official Text, theetger of a private operating company into a oparating public shell corporation with nominal astets typically results in 1
owners and management of the private company hangal or effective operating control of the congdl company after the transaction, with the shddehs of the forme
public shell continuing only as passive investditsese transactions are considered by the sta# wapital transactions in substance, rather thambss combinations. That is,
transaction is equivalent to the issuance of stpckhe private company for the net monetary assietse shell corporation, accompanied by a rechpétion.” Accordingly, the
reverse acquisition has been accounted for asapitatization. For accounting purposes, the origPlzarmaFrontiers Corp. is considered the acquiréne reverse acquisitic
The historical financial statements are those efdtiginal PharmaFrontiers Corp. Earnings per sfargeriods prior to the merger are restated flecethe number of equivale
shares received by the acquiring company.

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

Stock-Based Compensatioin December 2004, the FASB issued SFAS No.122Rc6unting for Stock-Based CompensatioBFAS No0.123R establishes stand
for the accounting for transactions in which anitgrgéxchanges its equity instruments for goods ewises. This Statement focuses primarily on actingrfor transactions
which an entity obtains employee services in shased payment transactions. SFAS No0.123R requisgdhe fair value of such equity instruments bmgmized as expense
the historical financial statements as servicespargormed. Prior to SFAS No0.123R, only certain fwaoma disclosures of fair value were required. SFio0.123R shall t
effective for small business issuers as of ther@gg of the first interim or annual reporting etithat begins after December 15, 2005. While Phanas issued options
employees recently, the adoption of this new actiogmronouncement is not expected to have a nstienpact on the consolidated financial statemeftBharma during tt
calendar year 2006.

Research and DevelopmenThe costs of materials and equipment or facditieat are acquired or constructed for researchdaveélopment activities and that h
alternative future uses are capitalized as tangiisleets when acquired or constructed. The cosuali saterials consumed in research and developadivities and th
depreciation of such equipment or facilities usedhose activities are research and developmeris.cetowever, the costs of materials, equipmentfacilities acquired ¢
constructed for research and development activitias have no alternative future uses are considersearch and development costs and are expehdleel #me the costs ¢
incurred.

OUR BUSINESS

Overview

We are a biopharmaceutical company engaged in dgveg autologous personalized cell therapies. @ategy is to develop and commercialize cell thexgpo tree
several major diseases including multiple sclerasasdiovascular diseases, and diabetes. We haegdusive license to an individualized T cell tygy that is in FDA Phase |
human dose ranging clinical trials to evaluateséfety and effectiveness in treating multiple sades. We also have an exclusive license to a stdhtechnology in which adt
pluripotent stem cells are derived from monocytesimed from the patierst’own blood. We are initially pursuing indicatiansheart failure and Type | diabetes with our stesf
therapy.
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Our lead product, Tovaxin™, is a T-célksed therapeutic vaccine for MS, offering a unigné personalized approach to treating the disegseducing an immur
response against the pathogenic myelin autoreattisls. Tovaxin has just been accepted by the Bo®d and Drug Administratios’(FDA) Center for Biologics Evaluation ¢
Research (CBER) for a Phase llb clinical studyjtledt “A Multicenter, Randomized, Double-Blind, BkEboControlled Study of Subcutaneous Tovaxin™ in Sulsjegith
Clinically Isolated Syndrome or Relapsing Remittivgltiple Sclerosis” following two successful Phagk opendabel studies. The results from two Tovaxin PhdHeclinical
trials provided safety and effectiveness informatiBluman trials have shown that the oucélt vaccination (TCV) safely induces immune resgEmthat deplete and regu
myelin autoreactive Tells, thus stabilizing the disease and it is ttet MS drug to demonstrate sustained improvememany of the patients and sustained reversalsafility
in some of the patients that were treated. Moreowerare evaluating T-cell assay technology, witieh be used to monitor dell therapy and may have the potential for ¢
diagnosis of MS.

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

Overview of PharmaFrontiers Corp Technologies and Rbgrams

AUTOLOGOUS CELL-EASED

THERAFIES

aAdult Plurip ot ant
T Call Tharapy Stam Call Tharapy
FALIE IR = Solarosis AL IRl Sclarcsis [=E=12=1E- =] Dl At -
Tharapy Mzt ring Tharapy THar =py
Cther: Typa 1 Diabetes, Crohn's, Peorliasis, Cthar: Macular Deaganaration, Stroks,
Ernesumatold arthritlis Parklinson' s.

In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progressautoimmune disease of the central nervous sy&iSs) that i
caused by myelin autoreactivec€Hls progressively eroding the myelin that surdsiand insulates nerve fibers of the brain andadmiord. Globally, there are approximately
million MS patients representing a drug market xeess of $4 billion. The US markets accounted fompBr cent of global MS sales in 2004, at US$2l®obi MS remains
challenging autoimmune disease to study becauspatim®physiologic mechanisms are diverse, and ihenec, unpredictable course of the disease makdifficult to determin:
whether the favorable effects of shtetm treatment will be sustained. Therapies thatpr@vent or stop the progression of disease dod aéversal of the neurological dam.
and disability caused by the disease represergridsest unmet need in MS.
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In recent years, the understanding of MS pathogeres evolved to comprise an initial, T-celediated inflammatory activity followed by sele@idemyelinatio
(erosion of the myelin coating of the nerve fibeagd then neurodegeneration. The discovery of siesedevant immune responses has accelerated theopeveht of targete
therapeutic products for the treatment of the estdges of MS. Healthy individuals have been fotmHave autoreactive T-cells, which recognize aetprof selfantigens (e.c
myelin basic protein [MBP], proteolipid protein [PL, and myelin oligodendrocyte glycoprotein [MOGI$ part of the normal Tell repertoire and circulate naturally in
periphery without causing an autoimmune disease.

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

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the marketaanly palliative and generally work through a mesmsm of immunomodulation or immunosuppression.st
therapies for MS are dominated by three forms ¢érferon that require frequent subcutaneous oaintrscular injections. Copaxone is an immunomoduledmposed of
random copolymer of amino acids that is administetaeily. Novantrone (mitoxanthrone) is an immungmegsive drug that can only be given four timesymear with a life tim
limit of 8 to 12 doses. All of the current therapienly slow the progression of MS and they havei@ant patient compliance challenges becausé®fdosing schedule, limit
decrease in relapse rate, side effects profile,(thg interferon formulations produce severelifte-symptoms, injection site reactions, infectiamd neutralizing antibodies (rar
from 5% to 45%) are developed that limits the effiz of treatment; copaxone causes significant figecsite reactions; while novantrone causes infest bone marro
suppression, nausea, hair thinning, bladder irdastiand mouth sores). These drugs must be aderetstiaily to weekly and they reduce relapses lopyaB8875% (as compart
to a patient’s prior 2-year history).

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

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

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

Tovaxin works selectively on the myelin autoreaeti-cells by harnessing the body’s natural immuefeigse system and feedback mechanisms to depéste Treells
and induce favorable immune regulatory responsdashmebalance the immune system. Tovaxin inducesume responses that deplete (Appendix C) and regtha myeli
autoreactive pro-inflammatory @ells that cause the inflammation and erosion efrityelin sheath resulting in MS. Specifically, Tewais manufactured by taking the MRT
from the blood, expanding them to a therapeutie@dosvivo, and attenuating them with gamma irradiatiorptevent DNA replication. These attenuated MRT(@sthen injecte
subcutaneously into the body in large quantitidee BHody recognizes specificCBll receptor molecules of these MRTCs as foreighraounts an immune response reaction ag
them, not only destroying the injected attenuatdRili@s, but also the circulating, myelin autoreacfiveells carrying the peptide-specific T-cell retmpmolecules. In addition, T-
cell activation molecules on the surface of thavattd MRTCs used as vaccine induce favorable inemagulatory responses, which promote aftammatory response
Because the therapy uses an individualvn cells, the only directly identifiable siddeet is injection site reaction in a small percgetaf the patients. These reactions clear w
24 hours. Clinical studies indicate that followii@V therapy the body does not attack normal T-calshe patient is not put at peril for side effemtd life threatening infections.

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

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

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

The technology was discovered by Dr. Jingwu ZhahBaylor College of Medicine in Houston. We have exclusive, worldwide license from the Baylor Cgkeo
Medicine to develop and commercialize three teabgylareas for MS, namely @ell vaccination, peptides, and diagnostics. UniderLicense Agreement with the Baylor Coll
of Medicine, we have rights to a total of 7 patg@t$).S. and 5 foreign) and 69 patent applicati@®¥.S., 62 foreign, and 1 Patent Cooperation JrR€T]).
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The license was granted to us by Baylor in exchdegeeommon stock in Opexa Pharmaceuticals, Incgfaed by us in November 2004). The key termshe
agreement are: exclusive, worldwide, and a 2% tgyai net sales of licensed products. The royadtgreases after the aggregate net sales exceech$i®. There are no oth
performance or payment terms in the license. We l#ve a separate consulting agreement with thentov, Dr. Jingwu Zhang, which grants us the righfirst refusal on a
future discoveries made by Dr. Zhang.

Tovaxin™ Manufacturing

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

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

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

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

Clinical Development of Tovaxin ™

The intent of our clinical development programaspbsition Tovaxin as firdine therapy for MS. Improvements in efficacy comdad with the inherent safety of
treatment make this goal realistic. If successFalvaxin would be the first product that specifigaiargets the “root cause” of MS—the myelin autctae T-cells. Compared
other treatments available, this therapy is indialized autologous, easier to tolerate and poténiiaces the disease into remission. If patieares treated early enough in
disease course, this therapy may prevent progressimore serious forms of MS and possibly allohes teversal of disease. Furthermore, Tovaxin seerbe appropriate to
combined with existing therapies to form a therdjgecocktail that could be used over the entire Bf/cle of a patient as other treatments are addedplaced. Remyelinati
therapies should be easier to develop and implefodatwving the depletion and regulation of the nigedutoreactive T-cells.
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The clinical effectiveness of whole @ell vaccines has evolved from 1990 to 2005 duotmulation improvements. There are three primageln proteins (MBF
MOG and PLP) that have been implicated in T-cethpgenesis of MS. In the early 1990’s, Dr. Zhangdumonovalent MBReactive T cell formulations to treat patients i
openiabel clinical trial, which demonstrated an exceflsafety profile and a 40% reduction in AnnualiZRelapse Rate (ARR; a primary outcome measureidensing M¢
therapies) (Table 1). Patients treated in Isra#h widivalent (MBP, MOG) formulation had an excetlsafety profile and reduced ARR by 55% (TableMgst recently, patien
treated in our Phase I/ll opéabel studies with trivalent (MBP, MOG, and PLPjrfuulations had an excellent safety profile and ceduARR by 93% (Table 1). In the upcon
Phase llb trial, a new formulation refinement Vol implemented that is expected to further impreffieacy.

Tahlel. Comparison of Annual Rdapse Rate Reductions with T-Cdl Vaccine Formulations
T-Cell Vaccine Feptide Annual Eelapse Rate Mumber Fatients
Fortnulation Formulation Eeduction (%0*
Monovalent LEF 40 114
Divalent LIEF, MOBE S5 20
Trwalent MEP, MOG, FLFP 93 ld
Patient-Bpecfic** Variahle hased on TBD*** 150
natient-specific T-cells

* Allthres clirdcal trials were openclahel. ** The Phase ITh trial will select peptide- specific myelin-
teactive T-cells to tailor the T-cell vaccitie specificaly for the indisidual patient. *** TED = to he

determined. Over the past 10 years 150 patients have been treated with T-cell vaccine,

Tovaxin™ Phase Ilb

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

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

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

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

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

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

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

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

Survive in the recipient after transplant

Integrate into the surrounding tissue after trazaspl

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

Avoid the problem of immune rejection

O 0O O0OO0OO0OoOOo

Although there are many ways to access stem aalis,autologous blood monocyterived stem cells offer distinct advantages. Thesp has been focused
embryonic stem cells because, intrinsically, thayehthe most potential but recent studies haveated that adult stem cells maybe better clinicaijmbryonic stem cells ha
three major drawbacks: (1) They are very expensigccess, requiring 150 to 250 embryos to devetapcell line; (2) They are very difficult to cookrand (3) They are used
administering them into another individual (allogéa), thus risking rejection. Some of these drawdbaran be overcome if the cord blood stem cellsfrazen at birth; but mo
people have not done this. Therefore, the only tmalcway to access ore'own stem cells is either through bone marrow,sfhieal cord or fat tissue. All of these proced
require expensive, hospital treatment and areyfei@umatic to the patient.
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Stem cell transplants have been shown to be su’fatdssestigators have conducted clinical studadate stage heart failure patients using steis &eim the patients’
bone marrow injected directly into the damagedaftthe heart. This procedure involved threadirgatheter through an artery into the left ventrighee hearts main pumpin
chamber) and “mappingspecific sites of muscle damage. Stem cells wee thjected into these areas. After two monthstriated patients had significantly less heartifailan
angina and were better able to pump blood thamutiteeated patients. The treated group also termleld better on treadmill tests, and after four rhenthe treated patients he
sustained improvement in pumping power and thatghd supply blood to the entire body. A summalfyseveral studies using stem cells to treat healire is provided i
Appendix D.

Stem Cell Platform

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

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

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

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

We plan to conduct prelinical animal studies on these MDSC in the fagatrter of 2006 before filing and IND. The plantdasleverage off of extensive internatio
research and clinical trials and develop theses déeiernally for late stage heart failure and typéiabetes. All other potential applications wiél butdicensed to generate upfr
cash, milestone payments, and royalties.

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

Stem Cell Intellectual Property

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

Stem Cell Strategy

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

Synergy between T-Cell Vaccination and Stem Celtapeutics

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

Licenses, Patents and Proprietary Rights

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

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

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

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

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

Stem Cell Therapy IP

We have an exclusive, worldwide license from thevrsity of Chicago to a patent application claiminghts to the development of adult pluripotergnstcells fror
monocytes isolated from adult human peripheral dlddhe technology was developed at the ArgonneoNatiLaboratory, a U.S. Department of Energy Latwoyaoperated by tt
University of Chicago.
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Pursuant to the license we have issued a totaB®f0%4 shares of our common stock to the Univeritghicago. We have also agreed to pay the Unityen$ Chicagc
$1.5 million upon the earlier of October 31, 20Q6oar raising $10 million or more in any financingle are also obligated to issue to the UniversitfChicago sufficier
additional shares of common stock so that the Unitseholds a total of 2.6% of our outstanding &taéter our raising $10 million or more in any fimang. We have agreed to |
a percentage of royalties on sales of productsestiltp the licensed patents, as well as sublicése In addition, the University of Chicago licengquires us to expend
research and development at least $6,000,000 beé&meuary 2008. To date we have spent in exce$8,600,000 and have met our obligations requirethbylicense. The licen
also requires us to sell a product or method bagetie licensed technology by February 2011.

Research Collaborations

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

Commercialization Through Third Part ies

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

Competition

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

Sales and Marketing

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

Our principal executive offices are located at 2685Crescent Ridge Drive, The Woodlands, Texas, amdtelephone number is (281) 29231. This 10,200 sq.
facility is located on 3 acres. This location pdes space for research and development laboratarigsecialized flow cytometry and microscopy lsiopport of clinical trials wit
GMP manufacturing suites; quality systems managémih a quality control laboratory, regulatory aiffs offices, quality assurance space; as welblasrastrative support spau
There is 2500 sq. ft. of space in the facilityl stitailable for future buildbut. The facility including the property is leasfed a term of ten years with two options for an iéiddal
five years each at the then prevailing market fte believe that our lease is at a competitive arket rate.

Government Regulation

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

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

FDA Approval

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

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

2. Submission to the FDA of an Application for an btigational New Drug Exemption, or IND, Which Mis#come Effective Before U.S. Human Clir
Trials May CommenceThe results of the preclinical tests are submhittethe FDA as part of an IND, and the IND becorafsctive 30 days following its receipt by the FDa
long as there are no questions, requests for delapjections from the FDA.

3. Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Produ@linical trials involve the evaluation of the pia!
in healthy volunteers or, as may be the case withpotential products, in a small number of pasamtder the supervision of a qualified physicialni€al trials are conducted
accordance with protocols that detail the objestiwbthe study, the parameters to be used to nrosetiety and the efficacy criteria to be evaluateay product administered ir
U.S. clinical trial must be manufactured in accoriawith clinical good manufacturing practicesGMP, determined by FDA. Each protocol is submitiethe FDA as part of tl
IND.
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The protocol for each clinical study must be approvgdah independent Institutional Review Board, or JRBthe institution at which the study is conddcéad th
informed consent of all participants must be olgdinThe IRB will consider, among other things, ghesting information on the product, ethical fastothe safety of hum.
subjects, the potential benefits of the therapythedossible liability of the institution.

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

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

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

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

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

1. Submission to the FDA of Marketing Authorization gligations. The results of the preclinical studéesl clinical studies are submitted to the FDA ia torm o
marketing approval authorization applications.

2. FDA Approval of the Application(S) Prior to Any Conercial Sale or Shipment of the Drug Biologic PradManufacturing Establishments Located in Ce
States Also May be Subject to Separate RegulatodyLacensing Requirement. The testing and apprpvatess will require substantial time, effort anghense. The time f
approval is affected by a number of factors, inglgdrelative risks and benefits demonstrated inicdl trials, the availability of alternative treag¢nts and the severity of :
disease. Additional animal studies or clinicallfrimay be requested during the FDA review peridaictv might add to that time.

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

FDA Manufacturing Requiremen

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

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

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

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

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

Proposed FDA Regulatior

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

Other Regulations

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

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

Employees

As of December 31, 2005, we had 18 full time empks; We believe that our relations with our empésyare good. None of our employees is represernytedibion o
covered by a collective bargaining agreement.

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

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

Name Age Position
David B. McWilliams 63 President and Chief Executive Officer, Director
C. W. Rouse 58 Chief Financial Officer
Paul M. Frison 69 Director
Scott B. Seaman 50 Director
Gregory H. Bailey 50 Director
David Hung 48 Director
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Biographical information for our directors and ewtiee officers is set forth below:

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

C. William Rouse has served as our Chief Financial Officer since NM@@4. Prior to May 2004, Mr. Rouse was Managinge€tor of Rouse Associates from A|
1999 until May 2004. From January 1995 to April 23% was Chief Marketing Officer for Futorian Iremd from December 1990 to January 1995 he was miBivGener:
Manager for Masco Corporation. Prior to 1990 MruR®was President of BEI, Inc. Mr. Rouse has ledrsé startups and turnarounds and founded sesecakssful companies.

Paul M. Frison has served as a Director since November, 2004FkiBon has been President and CEO of the Houstohribdogy Center since January 1999. Be
helping to found the Houston Technology Center989, Frison spent 24 years as President and/or RE@ing three public companies, NYSE-listed LifeMaNASDAQ-istec
ComputerCraft, and LifeCell Corp. (LIFC: NASDARM). Mr. Frison currently serves on the Board ofdaiors of the Houston Technology Center, Microriedhnologies, Inc
The Institute of Research and Rehabilitation, Thadpreneurship Institute, The Houston Entrepren&aundation, Texas Council of AEA, Texchange, tedAdvisory Counc
of the University of Houston - College of Technojogle received his B.A. from Occidental College.vs Angeles, California.

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

Dr. Gregory H. Bailey has served as a Director of since April, 2006. Siklay 2004, Dr. Bailey has served as a managiregtir of MDB Capital Group LLC. Fro
June 2002 to June 2003, Dr. Bailey served as a giagairector of Gilford Securities, Inc and froA28 to June 2002, Dr. Bailey served as a managiegtdr of Knightsfor
Bank Corp. Since May 2005, Dr. Bailey has servediesctor of Medivation, Inc., a public company @ised on acquiring biomedical technologies. Dr. &aliolds a M.D. fror
the University of Western Ontario.
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Dr. David Hung - has served as a Director of the Company since M¥6.2Dr. Hung has served as the president, chie€give officer and as a director
Medivation, Inc. since December 17, 2004. Dr. Hathgp has served as the President and Chief ExecQtficer, and member of the board of directorsMefdivation, Inc.&
subsidiary, Medivation Neurology, Inc. since itgéption in September 2003. From 1998 until 2001,Hdng was employed by ProDuct Health, Inc., ag®ely held medic:
device company, as Chief Scientific Officer (1998%) and as President and Chief Executive Offit®092001). From December 2001 to January 2003, Dr. Hiatged as
consultant to Cytyc Health Corporation. From Jud@9 to November 2001, Dr. Hung served as presiaedtchief executive officer of ProDuct Health, IBr. Hung received h
M.D. from the University of California at San Frasuo, and his M.A. and A.B. in biology and orgaoiemistry from Harvard College.

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

Audit Committee The Audit Committee of the Board currently cotsisf the entire board of directors, but it is eoteel that the audit committee will be reconstitute
consist of at least two noemployee directors. The audit committee selectshedralf of our board of directors, an independerttlip accounting firm to be engaged to audit
financial statements, discuss with the independenitors their independence, review and discusstitited financial statements with the independelitors and managem
and recommend to our board of directors whetheatltbted financials should be included in our Adrieports to be filed with the SEC. The audit contea operates pursuan
a written charter, which was adopted in Februa®52@uring the last fiscal year, the audit comneitteeld 4 meetings and the then members of the ALafitmittee attended tt
meeting.

Upon the reconstitution of the Audit Committeesiexpected that all of the members of the auditrittee will be noremployee directors who: (1) met the criterie
independence set forth in Rule 10A-3(b)(1) under Securities Exchange Act of 1934, as amended‘Bkehange Act”); ) did not participate in the preparation of ouraficia
statements or the financial statements of OpexanPdeeuticals, Inc.; and (3) are able to read artkrstand fundamental financial statements, inclyidirbalance sheet, inco
statement and cash flow statement. The Board hesndi@ed that Mr. Seaman qualifies as an “audit mitbee financial expert” as defined by Item 401g¢éRegulation B of the
Exchange Act.

Compensation Committed’he Compensation Committee of the board conefskér. Frison, who is an independent director, afireed in Rule 10A3 of the Exchang
Act. The Compensation Committee reviews and apm@¥ethe annual salaries and other compensati@uoéxecutive officers and (2) individual stockdastock option grant
The Compensation Committee also provides assistanderecommendations with respect to our compensaiblicies and practices and assists with the adination of ou
compensation plans. The Compensation Committee hefhgetings in the fiscal year ended December 8@52and the then members of the Compensation Ctiearattende
each meeting.

The Report of the Compensation Committee is indugtethis Information Statement. In addition, theaBd has adopted a written charter for the Comgiem
Committee, adopted in August 2004, which is avaddaim the Company’s website at www.pharmafrontiengscom.
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Nominating and Corporate Governance Committ€Ehe nominating and corporate governance commifethe board currently consists of the entire doal
directors, but the it is expected that the nomintaaind corporate governance committee will be rsiitoted to consisting of members each of whomfavaed by the board
directors to be an “independent directprrsuant to the applicable rules and regulatiossnptgated by the SEC. The nominating and corpagaternance committee assists
board of directors in fulfilling its responsibiks by: identifying and approving individuals quiglif to serve as members of our board of directmtgcting director nominees
our annual meetings of shareholders, evaluatingptivormance of our board of directors, and devielp@nd recommending to our board of directors cafe governan:
guidelines and oversight with respect to corpogagernance and ethical conduct. This committee aipsrpursuant to a written charter adopted in Felpra005, which i
available on the Company’s website at http://wwwpafrontierscorp.com under the heading “Investés’l During the fiscal year ended December 31, 2005ntdminating an
corporate governance committee held 4 meetingsttenthen members of the Compensation Committeadegd each meeting.

Compensation Committee Interlocks And Insider Bgétion. Our Compensation Committee is comprised of Misdfr. None of the committee members has
been an employee of PharmaFrontiers Corp. Noneupnerecutive officers serve as a member of the doérdirectors or compensation committee of anyterhat has an
executive officer serving as a member of our BadrDirectors or Compensation Committee.

Compensation of Directors

Mr. Frison was compensated $2,500 quarterly plu®QkL for each regular board meeting attended irsqrerand $500 for each regular meeting attende
teleconference. Mr. Frison is also compensatedd1f0r each compensation committee meeting he @gtamd $500 for each nominating committee meetm@ttends. M
McWilliams who is a director and an officer doeg neceive any compensation for his services as mhme of our board of directors. Subject to the shalders’approval of a
amendment to the Plan increasing the number oeshafrcommon stock authorized for issuance unaePtan, as directs’compensation for the period ending April 13, 2a6¢
Company approved the issuance of a ten year ofdigurchase 350,000 shares of common stock to &iteyg Mr. Seaman and Dr. Hung at an exercise mfcg0.52 per shar
Each of these options vest 50% on the date of g&&i% on the first anniversary and the remaining 2% the second anniversary with ninety day acagter upon the directc
termination We reimburse our directors for travedl &0dging expenses in connection with their atéemog at board and committee meetings.

In April 2006, the board approved the acceleratsting of the options held by Messrs. Boveroux, MéesKamin and Frison and extended the term tocésefor thre
years. In addition, subject to the sharehol approval of an amendment to the Plan increasingitimeber of shares of common stock authorized fwaace under the Plan,
compensation for the directorgtior efforts, the board approved the issuancéne year options to purchase 20,000 shares toaaddiessrs. Boveroux, Wesner and Kamin
25,000 shares to Mr. Frison. These options arecesadyle at $0.52 per share and vest in one year.
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EXECUTIVE COMPENSATION

Summary Compensation Table

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

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

David B. McWilliams (1) 2005 250,000 - 50,000 -

2004 83,000 - 370,000 (2) -

2003 - - - -
C. William Rouse (3) 2005 180,000 - 50,000 -

2004 77,500 - 100,000 (2) -

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

2004 98,000 - - -

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

2004 42,000 - - -

2003 102,000 - 24.000 -
Q) Served as chief executive officer since August 2004
2) See “Executive Employment Contracts” for a disomsgif the option.
3) Served as chief financial officer since May 2004.
(4) Served as chief executive officer from June 200dubh August 2004.
5) Served as chief executive officer until June 2004.

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

David B. McWilliams 50,000 2% 3.00 01/21/2010
C. William Rouse 50,000 2% 3.00 01/21/2010

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

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at December 31 2005 at December 31 2005 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
David B. McWilliams 243,33( 176,66° $ -0- (1) $ -0- (1)
C. William Rouse 99,99¢ 50,00: -0- (1) -0- (1)

Warren Lau — — — —

Jason Otteson - — - _

(1)  The value of “in-the-moneystock options represents the difference betwee$3t20 exercise price of such options and therfgirket value of $0.60 per share of comi
stock as of December 31, 2005, the closing pricdh@ftommon stock reported on the OTC Bulletin Bdar December 30, 2005.

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

David B. McWilliams has an existing employment agrent with us that he entered into effective Aug804. Mr. McWilliams current agreement for thesipion of
chief executive officer is at an annual salary 25,000 and may be terminated by us or him at emg for any or no reason. Mr. McWilliams has thghtito purchase 370,0
shares of our common stock exercisable at a pecesipare of $3.00, which all vested in April 2006.January 2005, Mr. McWilliams was granted an aptio purchase 50,0
shares of common stock at a purchase price of §&08hare, of which 33,333 shares vested in Jar2@06. In May 2006, subject to the shareholdapgroval of the propos
amendment to the Plan increasing the number ofeshair common stock authorized for issuance underPflan, Mr. McWilliams was granted a ten year aptior purchas
1,200,000 shares of common stock at $0.50 per stesténg in three years with ninety day acceleratipon Mr. McWilliams termination.

C. William “Bill” Rouse entered into an employment agreement, egpitime 2006, providing for an annual salary of $080. Mr. Rouse has the right to purct
100,000 shares of our common stock exercisablepaice per share of $3.00. This option will vesttfimee parts: 33,333 on April 29, 2005, 33,333 @ril&29, 2006 and finall
33,334 on April 29, 2007. Any unexercised option @pire on April 29, 2009. In January 2005, NRouse was granted an option to purchase 50,00@sbacommon stock a
purchase price of $3.00 per share, of which 33 &%&es vested in January 2006. In May 2006, subjettie shareholdersipproval of the proposed amendment to the
increasing the number of shares of common stodkoaized for issuance under the Plan, Mr. Rousegrasted two options: (i) a five year option exeabie at $0.50 per share
purchase 650,000 shares of common stock, 1/3 gestimediately and the balance vesting one year fiteengrant date, with no acceleration or termimapoovisions resultir
from Mr. Rouses termination of employment with the Company; aiijda(five year option exercisable at $0.50 perreha purchase 100,000 shares of common stockdonix
vested if our registration statement to be filedspant to the April 2006 private offering, is filedth the SEC and deemed effective by the SEC witlioggering any payme
obligations as provided for in the April 2006 prigaffering, with no acceleration or terminatiomyisions from Mr. Rouse’s termination of employmerith the Company.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of May 3, 2008e number and percentage of outstanding shat€smpany common stock owned by: (a) each personisvkeowr
by us to be the beneficial owner of more than 5%uwf outstanding shares of common stock; (b) edcundirectors; (c) the named executive officessdafined in Item 402
Regulation S-B; and (d) all current directors ardcaitive officers, as a group. As of May 3, 200&re were 66,967,035 shares of common stock issuédutstanding.

Beneficial ownership has been determined in acemelavith Rule 138 under the Exchange Act. Under this rule, certdiares may be deemed to be benefic
owned by more than one person (if, for examplesqes share the power to vote or the power to despbshe shares). In addition, shares are deembd beneficially owned by
person if the person has the right to acquire shéfile example, upon exercise of an option or wajravithin 60 days of the date as of which the infation is provided. |
computing the percentage ownership of any pers@namount of shares is deemed to include the anudigitares beneficially owned by such person bgaeaf such acquisitic
rights. The warrants issued in the April 2006 ficiag are only exercisable upon the effectivenesthefl for 10 reverse stock split. The Companydfite Preliminary Pro»
Statement on or about May 5, 2006, to hold a slwdeh meeting on June 15, 2006, to vote on, amdhgratems, the 1 for 10 reverse stock split. Forppses of benefici
ownership calculations herein, it is assumed thatlt for 10 reverse stock split will be effectedl dhe warrants issued in the April 2006 financinidl e exercisable within €
days from May 5, 2006. As a result, the percentdgrutstanding shares of any person as shown ifolfeving table does not necessarily reflect tleesons actual voting pow:
at any particular date.

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

Number of Percentage of
Name and Address of Beneficial Owner (1) Shares Owned Class
Beneficial Owners of more than 5%
SF Capital Partners Ltd. (2) 10,000,000 () 14.9%
Magnetar Capital Master Fund, Ltd (4) 6,725,000 () 9.9%
Austin Marxe and David Greenhouse (6) 15,000,000 () 20.84%
Albert and Margaret Alkek Foundation (7) 6,859,724 () 9.9%%
Alkek & Williams Ventures Ltd. (9) 4,167,974 (1) 6.0%
DLD Family Investments, LLC (11) 3,707,780 (1) 5.42%
Officers and Directors
Scott B. Seaman (9) 4,685,807 (1) 6.81%
David B. McWilliams 577,148 (1) *
C. William Rouse 499,957 (1) *
Gregory H. Bailey 714,275 (1) 1.0€%
Paul Frison 75,000 (1) *
David Hung 175,000 (1) *
All directors and executive officers as a groupésons) ** 6,727,187 (1) 9.6€%
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* Less than 1%

€))

@

©)

Q)

®)

(6)

Unless otherwise indicated, the mailing addresh®tbeneficial owner is c/o PharmaFrontiers C&635 N. Crescent Ridge Drive, The Woodlands, Texa81.

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

Excludes 5,000,000 shares of Company common stodkrlying a Warrant that SF Capital Partners Lscdtantractually prohibited from exercising to theeat that i
would beneficially own in excess of 9.999% of th&at number of issued and outstanding shares oframmstock after such exercise.

Magnetar Financial LLC is the investment advisoMzgnetar Capital Master Fund, Ltd. (“Magnetaaf)d consequently has voting control and investrdesretior
over securities held by Magnetar. Magnetar FirelncLC disclaims beneficial ownership of the shahedd by Magnetar. Alec Litowitz has voting contavel
Supernova Management LLC, which is the generalnpardof Magnetar Capital Partners LP, the sole magagember of Magnetar Financial LLC. As a resMit,
Litowitz may be considered the beneficial owneranly shares deemed to be beneficially owned by Magrfeinancial LLC. Mr. Litowitz disclaims benefa

awnershin nf these sharee The mailina addredsenfiéneficial nwner ia 1ANR Orrinatan Ave N Elnar Fuanstan lllinnis A020°

Excludes 2,875,000 shares of Company common staderlying a Warrant that Magnetar is contractugtphibited from exercising to the extent that ituid
beneficially own in excess of 9.999% of the totamber of issued and outstanding shares of comnuwmk sifter such exercise.

Consisting of: (i) 3,310,000 shares of common staec# 1,655,000 shares of common stock issuable tipoaxercise of a Warrant held by Special SituatiBund I
QP, L.P., (ii) 284,000 shares of common stock a421d00 shares of common stock issuable upon theisgeof a Warrant held by Special Situations FUhd..P., (iii)
906,000 shares of common stock and 453,000 shdresnamon stock issuable upon the exercise of a &varheld by Special Situations Cayman Fund, L.iR)
4,000,000 shares of common stock and 2,000,00@shdircommon stock issuable upon the exerciseVaeant held by Special Situations Private Equitnd, L.P.
and (v) 1,500,000 shares of common stock and 780s@@res of common stock issuable upon the exeofiaé/Narrant held by Special Situations Life Scies Func
L.P. MGP Advisors Limited (“MGP”)s the general partner of Special Situations FUhdlP, L.P. and Special Situations Fund Ill, LRVM Investment Compan
Inc. (“AWM?") is the general partner of MGP and theneral partner of and investment adviser to tleciapSituations Cayman Fund, L.P. MG Advisers,.C.L(“MG")
is the general partner of and investment adviséneédSpecial Situations Private Equity Fund, L.B.Advisers, LLC (“LS")is the general partner and investment ad
to the Special Situations Life Sciences Fund, IABstin W. Marxe and David M. Greenhouse are thagyial owners of MGP, AWM, MG and LS. Through ti
control of MGP, AWM, MG and LS, Messrs. Marxe ante@house share voting and investment control theeportfolio securities of each of the funds listbove
The information in this footnote is primarily based a Schedule 13D filed with the SEC on April 2806 and other information provided to iibe mailing address
Messrs. Marxe and Greenhouse is 527 Madison Avesuite 2600, New York, New York 10022.The mailirdfeess of the beneficial owner is 3600 South Lakied,
St. Francis, WI 53235.
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This information is based on the Schedule 13D filétth the SEC on April 24, 2006, as amended, byefland Margaret Alkek Foundation (the “Foundatjoiikek &
Williams Ventures, Ltd. (“Ventures”), Scott Seamdyl.D Family Investments, LLC, and the other repugtipersons named therein (the” Foundation 13Df)e
Foundation acts through an investment committd@esdfoard of directors, which includes Mr. Danighald, Mr. Joe Bailey, Mr. Scott Seaman and Ms.daBunca
Williams. Mr. Seaman is the executive director o Foundation and chairman of the investment cotamifThe investment committee has sole voting awestmer
power over all of the shares of common stock berly owned by the Foundation. However, pursuanthte Foundation 13D, neither the executive dinecm
any member of the investment committee may acwiddally to vote or sell shares of common stockdhgy the Foundation; therefore, the Foundationduaelude:
that no individual committee member is deemed teelieially own, within the meaning of Rule 13def the Exchange Act, any shares of common st@té hy the
Foundation solely by virtue of the fact that hesbe is a member of the investment committee. Aaluitily, pursuant to the Foundation 13D, the Foundaha:
concluded that because Mr. Seaman, in his capasigxecutive director or chairman of the investnoammittee, cannot act in such capacity to voteedirshares «
common stock held by the Foundation without therapg of the investment committee, he is not deetodakneficially own, within the meaning of Ruledt3 of the
Exchange Act, any shares of common stock held byrthundation by virtue of his position as executirector or chairman of the investment commitfBee mailing
address of the beneficial owner is 1221 McKinne§28} Houston, Texas 77010.

Consisting of: (i) 120,834 shares of common stoolfanlying series B warrants exercisable at $2.0Cshare; (i) 222,223 shares of common stock ugideglseries (
warrants exercisable at $3.00 per share; and1(j850,000 shares of common stock underlying a Wariaxcludes 1,150,000 shares of Company commock
underlying a Warrant that the Foundation is contralty prohibited from exercising to the extentttitavould beneficially own in excess of 9.999%tbé total numbe
of issued and outstanding shares of common stdek sich exercise. Pursuant to the Foundation #8Df-oundation and other reporting persons natmeein may b
deemed to constitute a group for purposes of Sedtsgd) or Section 13(g) of the Exchange Act. Idwer, the Foundation, Ventures, Chaswil, Ltd., krd Seama
expressly disclaim (i) that, for purposes of Settl@(d) or Section 13(g) of the Exchange Act, they a member of a group with respect to securitidke Compan
held by DLD Family Investments, LLC, Mr. Arnold, MBailey or Ms. Williams and (ii) that they haveragd to act together with DLD Family InvestmentsCl. Mr.
Arnold, Mr. Bailey or Ms. Williams as a group othiran as described in the Foundation 13D. Theretbis does not include the following securities} 2,333,33:
shares of common stock held by DLD Family InvesttaghlL C; (ii) 96,667 shares of common stock undedyseries B warrants exercisable at $2.00 peresheld b
DLD Family Investments, LLC; (iii) 177,779 sharesammmon stock underlying series C warrants exabtes at $3.00 per share held by DLD Family Invesiis
LLC; (iv) 1,100,000 shares of common stock undedya Warrant held by DLD Family Investments, LL&) 266,667 shares of common stock held by Mr. Adn@¥i)
48,334 shares of common stock underlying seriesaBamts exercisable at $2.00 per share held byAkold; (vii) 88,889 shares of common stock undiedyseries |
warrants exercisable at $3.00 per share held byAvirold; (viii) 100,000 shares of common stock urigiag a Warrant held by Mr. Arnold; (ix) 100,00Gi&es c
common stock held by Mr. Bailey; (x) 50,000 shaoséscommon stock underlying a Warrant held by Mril®g (xi) 2,636,667 shares of common stock hel
Ventures; (xii) 99,084 shares of common stock ulyitey series B warrants exercisable at $2.00 peresimeld by Ventures; (xiii) 182,223 shares of camnstocl
underlying series C warrants exercisable at $3€0spare held by Ventures; (xiv) 1,250,000 shafesommmon stock underlying a Warrant held by Vensurgv)
200,500 shares of common stock held by Mr. Searfiaui);, 29,000 shares of common stock underlyingeseB8 warrants exercisable at $2.00 per share heldrt
Seaman; (xvii) 53,333 shares of common stock uwiteylseries C warrants exercisable at $3.00 peresheld by Mr. Seaman; and (xviii) 75,000 sharesahmot
stock underlying a Warrant held by Mr. Seaman. ififiemation in this footnote is primarily based the Foundation 13D and other information provideds.
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Chaswil, Ltd. is the investment manager of Ventured holds voting power and investment power wétspect to Company securities held by Ventures pumitsio
written agreement. Scott B. Seaman is a principalmswil, Ltd and has shared voting power and eshamvestment power over all of the shares of comistocl
beneficially owned by Ventures. The informatiortliis footnote is primarily based on the Foundati®@® and other information provided to 0he mailing address
the beneficial owner is 1221 McKinney #4545, Houstbexas 77010.

Consisting of: (i) 99,084 shares of common stocHaslying series B warrants exercisable at $2.00spare; (ii) 182,223 shares of common stock undeglgeries (
warrants exercisable at $3.00 per share; andL(R$0,000 shares of common stock underlying a \darra

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

Consisting of: (i) 2,333,334 shares of common sthekd by DLD Family Investments, LLC; (i) 96,66 haes of common stock underlying series B war
exercisable at $2.00 per share held by DLD Fammijestments, LLC; (iii) 177,779 shares of commortistonderlying series C warrants exercisable atGp&r shar
held by DLD Family Investments, LLC; and (iv) 1,1000 shares of common stock underlying the Warraets by DLD Family Investments, LLC. Ms. Willianms or
the investment committee for the Foundation. Pursua the Foundation 13D, the Foundation has cateduthat no individual committee member is deena
beneficially own, within the meaning of Rule 13dbf the Exchange Act, any shares of common stedi by the Foundation solely by virtue of the féwt he or she
a member of the investment committee. The inforamain this footnote is primarily based on the Faatimh 13D and other information provided to Tike mailing
address of the beneficial owner is P.O. Box 473&dton, Texas 77210-4735.

Consisting of: (i) 175,000 shares underlying ariapt(ii) 2,636,667 shares of common stock heldMentures; (iii) 99,084 shares of common stock ulyitey series |
warrants exercisable at $2.00 per share held bytwest (iv) 182,223 shares of common stock undeglyseries C warrants exercisable at $3.00 per dielck by
Ventures; (v) 1,250,000 shares of common stock tiyidg the Warrants held by Ventures; (vi) 29,00@ues of common stock underlying series B warrargscisabl
at $2.00 per share; (vii) 53,333 shares of commocksunderlying series C warrants exercisable a@d@per share; and (viii) 75,000 shares of comntooksunderlyin
the Warrants. (See footnote 8 for additional dis@mrsof the information set forth in clauses (fijdugh (v) of the preceding sentence.) Pursuatited-oundation 13l
this does not include the following shares which BMeaman has determined he does not have beneifierarship or disclaimed beneficial ownership:5i166,66
shares of common stock held by the Foundation1#i),834 shares of common stock underlying serie@Bants exercisable at $2.00 per share held dytundatior
(iii) 222,223 shares of common stock underlyingieeIC warrants exercisable at $3.00 per share Inelthe Foundation; (vi) 2,500,000 shares of comratutk
underlying a Warrant held by the Foundation; and1&,000 shares of common stock that Mr. Seamarapesed to transfer to his &%fe pursuant to an Agreemt
Incident to Divorce dated April 4, 2006. (See famin7 for additional discussion of the informatiet forth in clauses (i) through (iv) of the preicedsentence.) Ti
mailing address of the beneficial owner is 1221 lfoley #4545, Houston, Texas 77010.
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(14

(15)

(16)

@an

(18)

(19)

Consisting of: (i) 403,333 shares of common stoeHeaxlying stock options; (ii) 37,885 shares of coomnstock underlying series B warrants exercisab®2z00 pe
share; and (iii) 69,674 shares of common stock tiyidg series C warrants exercisable at $3.00 pares

Consisting of: (i) 316,665 shares of common stoolarlying stock options; (ii) 6,647 shares of conmnstock underlying series B warrants exercisabl$2ad0 pe
share; and (iii) 12,225 shares of common stock tiyidg series C warrants exercisable at $3.00 pares

Consisting of: (i) 175,000 shares underlying stopkions; (ii)a warrant to purchase 389,275 shafemmmon stock exercisable at $0.50 per sharg;1@0,000 shares
of common stock held by Palantir Group, Inc., atitgin which Dr. Bailey has investment and votipgwer; and (iv) 50,000 shares of common stock Uwiher a
Warrant held by Palantir Group, Inc.

Consisting of 75,000 shares of common stock undweylgptions.
Consisting of 175,000 shares of common stock upiheristock options.

Consisting of: (a) the following held by Mr. Seamarwhich Mr. Seaman may be deemed to have votigimvestment power (i) 175,000 shares underlyimgtion
(ii) 2,636,667 shares of our common stock held leptdres; (iii) 99,084 shares of our common stoattenlying series B warrants exercisable at $2.00share held t
Ventures; (iv) 182,223 shares of our common staudtedlying series C warrants exercisable at $3.0Gspare held by Ventures; (v) 1,250,000 sharesuofcommoi
stock underlying a Warrant held by Ventures; (@)aD0 shares of our common stock underlying s@iesrrants exercisable at $2.00 per share; (viij333 shares
our common stock underlying series C warrants és&lte at $3.00 per share; and (viii) 75,000 shafesir common stock underlying a Warrant; (b) filikowing helc
by Mr. McWilliams (i) 403,333 shares of common $temderlying stock options; (ii) 37,885 shares ofmenon stock underlying series B warrants exercesabl$2.0
per share; and (iii) 69,674 shares of our commonkstinderlying series C warrants exercisable ad®®er share; (c) the following held by Dr. Baileywhich Dr
Bailey has voting and investment power; (i) 175,88@res underlying stock options; (ii)389,275 shiafecommon stock underlying a warrant exercisal$0.50 pe
share; (iii) 100,000 shares of common stock heldPhiantir Group, Inc.; and (iv) 50,000 shares ahowns underlying a Warrant heby Palantir Group, Inc.; (
38,333 shares of common stock underlying stockoogtheld by Mr. Frison; and (e) the following hélg Mr. Rouse (i) 316,665 shares of common stockedgihg
stock options; (ii) 6,647 shares of common stocleaulying series B warrants exercisable at $2.00spare; and (iii) 12,225 shares of our common staufterlying
series C warrants exercisable at $3.00 per share.
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SELLING STOCKHOLDERS

No stockholder may offer or sell shares of our cammstock under this prospectus unless such stod&hdlas notified us of his or her intention to sélares of ot
common stock and this prospectus has been dedéiextive by the SEC, and remains effective attiime such selling stockholder offers or sells sabhres. We are requirec
amend this prospectus to reflect material develogsni@ our business, financial position and resoftsperations. Each time we file an amendmenhi® grospectus with the SE
it must first be declared effective prior to théeofor sale of shares of our common stock by thiengestockholders.

The common stock covered by this prospectus igtoffered for the account of the selling stockhodda the following table. The selling stockholderay from time t
time sell all, some or none of the shares of comstook offered by this prospectus.

The following table, which we have prepared basednéormation provided to us by the applicable isgllstockholder, sets forth the name, the numbeshafes ¢
common stock beneficially owned by the selling khmiders intending to sell our common stock andrthmber of shares of common stock to be offeredessnset forth belo
none of the selling stockholders selling in conimectvith the prospectus has held any position Gcefwith, been employed by, or otherwise has hathgerial relationship with |
or any of our affiliates during the three yearoptb the date of the prospectus.

Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
682501 Alberta Ltd. 3. 50,97« 50,97+ -0- *
AFDSMSSAS, L.P. 4. 42,81 42,815 -0- *
Albert and Margaret Alkek Foundation 5. 6,859,72 509,72 6,350,001 9.2%
Alkek & Williams Ventures 6. 4,167,97 417,97: 3,750,00! 5.5(%
Alpine Atlantic Asset Management AG 7. 1,034,76! 1,034,76! -0- *
Anastasios & Tabitha Belesis 8. 1,867 1,867 -0- *
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Andrew B. & Shanna Sue Linbeck 9. 103,98: 103,98: -0-
Anthony J. Spatacco, Jr. 10. 61,38t 61,38t -0-
Anthony M. Sensoli 11. 209,93 209,93: -0-
Anthony M. Sensoli, IRA Charles Schwab & Co., IGBustodian 12. 37,22: 37,22: -0-
Archie McK Malone 13. 112,92( 112,92( -0-
Armand LaSorsa 14. 16& 16& -0-
Arthur J. & Phyllis C. Goodwin 2001
Family Trust Dated 4-26-01 15. 24,80¢ 24,80¢ -0-
Ball Family Trust dtd 03/08/96
Richard K. Ball & Polly Ball
Co-TTEEs 16. 31 31 -0-
Beverly B. Arnold 17. 203,89( 203,89( -0-
Beverly E. Wrubel 18. 24,72 24,72: -0-
Billie Willmon Jenkin 19. 50,33 50,33: -0-
Bobby D. Perry 20. 101,94t 101,94t -0-
Bradley S. Stewart 21. 64,33’ 64,33’ -0-
Brewer & Pritchard, PC 22. 323,28 323,28 -0-
Bruce C. Marek 23. 257,01! 257,01! -0-
Bruno Nordberg 24, 51,07t 51,07t -0-
Bruno or Joan A. Nordberg, JWROS 25. 61,74( 61,74( -0-
C. William Rouse 26. 499,95 31,79: 468,16t
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Cameron Living Trust Ltd 8/31/95 27. 24,69¢ 24,69¢ -0-
Capital Growth Planning 28. 46 46 -0-
Carmelo Troccoli 29. 35C 35C -0-
Centrum Bank AG 30. 246,12: 246,12: -0-
Charles L. Bradley 31 101,94t 101,94t -0-
Cimarron Biomedical Equity Master Fund, L.P. 32. 509,72 509,72 -0-
Citigroup Global Markets Custodian FBO Mary Ann \Wes
2004 Roth IRA 33. 11,06( 11,06( -0-
Citigroup Global Markets Custodian FBO Mary Ann Wes
2005 Roth IRA 34. 6,03( 6,03( -0-
Citigroup Global Markets Custodian FBO Terry Wes2804 Roth IRA 35. 8,60z 8,60: -0-
Citigroup Global Markets Custodian FBO Terry Wes2805 Roth IRA 36. 11,06( 11,06( -0-
CKW LLC 37. 50,97 50,97 -0-
Clariden Investments LTD 38. 128,50¢ 128,50¢ -0-
Clemente Capital Management, LLC 39. 3,73: 3,73: -0-
Crestview Capital Master, LLC 40. 1,529,16' 1,529,16' -0-
Crutchfield Family 1976 Trust 41. 123,14t 123,14t -0-
Dale W. Spradling 42. 386,93. 256,93. 130,00
Daniel L. Zimmerman 43. 61,84¢ 61,84¢ -0-
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
David B. McWilliams 44, 577,14¢ 171,81! 405,33! *
David Carl Lustig, Ill 45, 40,78( 40,78( -0- *
David Livney 46. 30,58t 30,58: -0- *
David P. Haswell 47. 25,24( 25,24( -0- *
David R. & Alice M. Evers 48. 154 154 -0- *
Davis Investments V LP 49. 2,059,27: 1,770,07! 289,19( *
Delaware Charter Guaranty & Trust fbo Andre Gu&A | 50. 20,07¢ 20,07¢ -0- *
Delaware Charter Guaranty & Trust fbo Gisele GUB® 51. 30,11¢ 30,11¢ -0- *
Delaware Charter Guaranty & Trust foo Ronald BrapgwRA 52. 25,33: 25,33: -0- *
Dietrich & Rosemarie Riemer 53. 61,167 61,167 -0- *
DLD Family Investments, LLC 54. 3,707,78! 407,78( 3,300,00t 4.85%
Donald G. Stewart 55. 242,22° 242,22° -0- *
Donald J. Zinda 56. 31 31 -0- *
Donald M. Ureel Trust dtd 09/24/97; Donald M. UreETEE 57. 24C 24C -0- *
Donald Zinman 58. 20€ 20€ -0- *
Douglas Alan Jenkin 59. 98,91¢ 98,91¢ -0- *
Douglas J. Cook & Christine Cook 60. 31 31 -0- *
Douglas Miller 61. 6,54¢ 6,54¢ -0- *
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
E. Elaine Schuster 62. 49,49: 49,49: -0-
E55 LP 63. 50,97 50,97 -0-
Edward W. Gray and Sharon H. Gray 64. 24,64¢ 24,64¢ -0-
Elizabeth J. Hanson 65. 61,16" 61,16" -0-
Elizabeth J. Hanson, IRA 66. 24,75¢ 24,75¢ -0-
Enable Growth Partners LP 67. 1,597,46. 1,597,46. -0-
Enable Opportunity Partners LP 68. 183,50( 183,50( -0-
Ervin Living Trust 69. 50,44¢ 50,44¢ -0-
Ervin Living Trust Dtd.7/6/95, Robert D. Ervin & RiY. Ervin Co-
TTEES 70. 50,97« 50,97« -0-
First Trust Corporation TTEE FBO: Lynn C. Kalcic 71. 11,86° 11,86 -0-
First Trust Corporation TTEE FBO: Mary A. Kalcic 72. 32,62 32,62 -0-
Frank M. Mandola 73. 102,80! 102,80! -0-
Fred S. Harper 74. 137,41( 137,41( -0-
Gary Hanson & Elizabeth Hanson 75. 26,76( 26,76( -0-
Gemini Master Fund, Ltd. 76. 247,37¢ 247,37¢ -0-
Geoffrey Kopecky 77. 55€ 55€ -0-
George E. Liberato 78. 51,40: 51,40: -0-
George Jarkesy, Jr. 1,212,501 1,212,501 -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
George and Linda Boston 79. 10,09 10,09 -0-
Gerald L. King & Sherry J. King 80. 31 31 -0-
Gerald W. Brown 81. 31 31 -0-
Greeley Orthodontic Center, P.C. Profit Sharingstfbo Gary J.
Kloberdanz 82. 171 171 -0-
Gregg Lerman 83. 3,73 3,73 -0-
H. Michael Lambert 84. 298,99¢ 253,99¢ 45,00(
Harold E. Tellefsen Trust 85. 70,74¢ 70,74¢ -0-
Harry Groszecki 86. 91,75( 91,75( -0-
HRBFA Custo. of the IRA FBO Mary Ann Sharrow 87. 89,35¢ 89,35¢ -0-
HRBFA Custo. of the IRA FBO Paul G. Sharrow 88. 84,39 84,39 -0-
|. Dwyane Davis 89. 100,18: 100,18: -0-
Insiders Trend Fund LP 90. 107,91¢ 107,91¢ -0-
J. Roy Jones & James M. Jones, Charitable Remauhwigust 91. 31 31 -0-
Jack Dulworth 92. 101,94t 101,94t -0-
Jack M. Franks Revocable Trust dtd 06/25/91; Jackdnks, TTEE) 93. 10z 10z -0-
James A. Boston 94. 27,58¢ 27,58¢ -0-
James E. Striedel 95. 127,71: 127,71: -0-
James G. Geistfeld Living Trust 96. 24,72¢ 24,72¢ -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Jarkesy Foundation, Inc. 97. 524,58 524,58 -0-
Jaye S. Venuti, D.D.S. Retirement Plan Trust; By¥enuti & Michael
Yokoyama, TTEES 98. 137 137 -0-
Jerome T. Usalis 99. 741,41 741,41 -0-
Jerry Sexton 100 3,94¢ 3,94¢ -0-
Jessica Spradling 101 305,83 305,83 -0-
Jimmy C. Williams 102 119,91: 66,18¢ 53,72«
John C. Bult, TTEE 103 31 31 -0-
John G. Ariko, Jr. 104 342 342 -0-
John H. Crutchfield 105 246,37: 246,37: -0-
John Parmigiani 106 1,867 1,867 -0-
John T. Borgese 107 119,83: 119,83: -0-
Jonathan Rich 108 33¢ 33¢ -0-
Joseph D. Mandola 109 205,18 205,18 -0-
Joseph L. Draskovich 110 25,22« 25,22« -0-
Joyce E. Burris 111 25,29: 25,29: -0-
JSM Capital Holdings Corp. 112 1,22t 1,22¢ -0-
Kalcic Exemption Trust 113 25,27« 25,27« -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Kenneth & Jill Flint, TTEES - The Kenneth W. FliRamily Protection Tr. 114 62 62 -0-
Kenneth O. Stahl/Frederick R. Stahl, Jr. (POA) 115 15 15 -0-
Kirk Folkerts 116 232,60t 179,43¢ 53,16"
Lakeview Direct Investments, LP 117 203,89( 203,89( -0-
Larry R. Cramer 118 33¢ 33¢ -0-
Lawrence S. Yunker 119 14,73: 14,73: -0-
LB (Swiss) Private Bank LTD 120 64,23: 64,23: -0-
Linda M. Barone/Larry R. Zilli 121 61,86¢ 61,86¢ -0-
Liparus, LLC 122 24,70« 24,70« -0-
Lippert Heilshorn & Associates Inc. 123 40,64: 40,64: -0-
Lone Star No. 1, Ltd 124 103,98: 103,98: -0-
Lorie Cook 125 2,61¢ 2,61¢ -0-
Louis R. Reif 126 85,68 63,08: 22,60(
Lynn Rach 127 80 80 -0-
Marcus F. Wray 128 50,97 50,97 -0-
Mark A. Stewart 129 283,791 230,62! 53,167
Mark S. Boland 130 101,12( 101,12( -0-
Mark Stutzman 131 5,35¢ 5,35¢ -0-
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Mary A. Kalcic Irrevocable Trust dtd 11/11/87 - P&alcic, TTEE 132 31 31 -0-
Michael and Kristine Marrale 133 61,16" 61,16" -0-
Michael Hamblett 134 123,14t 123,14t -0-
Michael K. Boudreaux 135 24,68" 24,68" -0-
Michael C. Neumann 136 24,99( 24,99( -0-
Millard B. Ryland, IRA 137 71,36 71,36 -0-
Mitchell Sassower 138 30,58!¢ 30,58!¢ -0-
Monarch Capital Group, LLC 139 85C 85C -0-
Nancy A. Korpi 140 20€ 20€ -0-
Nancy R. Greer Lini 141 49,10° 49,10° -0-
Nelson Wooster Living Trust; Nelson Wooster, TT 142 15 15 -0-
NFS LLC/FMTC FBO Richard E Crawfol 143 123,69( 123,69( -0-
Nick Lippuner & Marianne Lippune 144 76,34( 76,34( -0-
Norman R. Morris Living Trus 145 50,97« 50,97« -0-
Oxnard Camarillo Anesthesiologist Group MPP; Vahc&alcic TTEE 146 171 171 -0-
Pamela Dru Sutton 147 61,72¢ 61,72¢ -0-
Panacea Fund, LLC 148 510,74: 510,74: -0-
Pankaj A. Patel 149 246,70t 246,70t -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Parsifal Investments, L.P. 150 107,04: 107,04: -0-
Patrick Linbeck 151 78,60" 28,60" 50,00(
Paul G. Sharrow 152 24,72¢ 24,72¢ -0-
Paul Masters, IRA 153 122,81( 122,81( -0-
Pershing LLC as Custodian FBO Kinnary Patel RolidiRA 154 98,21t 98,21t -0-
Pershing LLC as Custodian FBO Kinnary Patel RotA IR 155 98,21t 98,21t -0-
Peter Bischofberger 156 46 46 -0-
Pinnacle Trust Co., LTA 157 509,72 509,72 -0-
Plum Glen Partners, L.P.; Jerry Mendelson Genexgther 158 171 171 -0-
Provident Premier Master Fund, Ltd 159 493,41¢ 493,41¢ -0-
Ratcliff Investments; Attn: Robert Ratcliff 160 171 171 -0-
Renaissance Interests, L.P. 161 364,08 214,08 150,00(
Richard N. Ernst 162 247,37¢ 247,37¢ -0-
Richard T. Jeleniewski 163 61,97: 61,97: -0-
Robert F. Donathan 164 246,37: 246,37: -0-
Robert H. & Joy D. Caldwell, TTEES - Caldwell Faynilrust - U/A dated
7/22/85 165 15 15 -0-
Roland Hartman 166 323,73. 123,73: 200,00(
Ronald Brangwyn 167 50,97« 50,97« -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Rudy Aguirre and Therese Mosqueda Ponce 168 25,33: 25,33: -0- *
S. Edmund Resciniti 169 101,94¢ 101,94¢ -0- *
SAA Trust 170 51,07t 51,07t -0- *
SAA Trust, Paul & MaryAnn Mallis TTEES 171 37,057 37,057 -0- *
Salient Partners 172 87,92( 87,92( -0- *
Sam Buck 173 61,16 61,167 -0- *
Sanders Morris Harris 174 493,47! 493,47! -0- *
Sandra L. Livney 175 43,91¢ 30,58: 13,33 *
Schroder & Co Bank AG 176 886,78 436,78 450,00( *
Scott B. Seaman 177 4,685,80 132,83 4,567,97 6.67%
Scott Shapiro 178 3,73: 3,73: -0- *
Shantilal C. Patidar 179 159,47 114,47: 45,00( *
SIBEX Capital Fund, Inc. 180 611,66° 611,66° - *
SMI Re Limited 181 3,011,24. 2,811,24. 200,00( *
Snehal Patel 182 376,21¢ 322,31t 53,90( *
Snehal S Patel & Kinnary Patel, Jt. Tenants in Comm 183 1,971,63. 816,63 1,155,001 1.71%
Stahl Family Revocable Living Trust dated 8-23-01 184 25,23: 25,23: -0- *
Starboard Capital Markets 185 1,00( 1,00( -0- *
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Stephen Cox 186 2,711 2,711 -0-
Sterling Trust Co fbo Carol A. Wynn 187 49,10° 49,10° -0-
Sterling Trust Company, Custodian fbo Harold El&fsen 188 45,79t 45,79t -0-
Steven Sack 189 61,16" 61,16" -0-
Stone & Sutton, P.A. P/S Trust Pam Sutton, Trustee 190 24,71( 24,71( -0-
Suzette Brown Special Needs Trust - Melodie Z. Sdatistee 191 46 46 -0-
Sylvan Associates; Paul A. Kalcic Managing Partner 192 31 31 -0-
T. William Merrill 193 101,94t 101,94t -0-
TCMP3 Partners, L.P. 194 247,29! 247,29! -0-
Terry H. Wesner 195 393,33 256,76: 136,57:
Terry Wesner & MaryAnn Wesner 196 126,99¢ 126,99¢ -0-
The Barr Asset Family Lt. Partnership, Warren B&eneral Partner 197 31 31 -0-
The G. W. Sleezer Revocable Trust dtd 12/04/89 198 30¢ 30¢ -0-
The Hazen A. Sandwick & Josephine Sandwick Revechbling Trust 199 62 62 -0-
Thomas K. Benedict & Liesbeth L. Benedict 200 19¢ 19¢ -0-
Thomas S. Brower 201 15 15 -0-
Thomas Suppanz 202 3,50( 3,50( -0-
Thomas Thompson 203 4,63( 4,63( -0-
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion
Name of Selling Stockholder Numbers Owned (1) Hereunder of Offering
Number %(2)
Timothy L. Brawner 204 24,72¢ 24,72¢ -0- *
Todd R. Allen 205 75,80 75,80 -0- *
Tom Tice 206 2,61¢ 2,61¢ -0- *
Trappe & Dusseault P.A. Profit Sharing Plan Tri&t2351454; Owen S.
Trappe & Brian Dusseault, TTEES 207 171 171 -0- *
Trevor J. Brown, Inc. DB Pension Plan, Trevor Jowgn &/or Annette
Kowalaski, TTEES 208 154 154 -0- *
University of Chicago 550,39 550,39 -0- *
vFinance Managed by Jonathan C. Rich 209 8,597 8,597 -0- *
Walter Miller 210 6,81¢ 6,81¢ -0- *
Walter W. Pollack, Jr. 211 305,83: 305,83: -0- *
Yellowstone Equity Partners, Ltd. 212 198,79: 198,79: -0- *
FOOTNOTES:

1. Beneficial ownership is determined in accordandt wie rules of the Securities and Exchange Coniomsnd generally includes voting or investment powith respet
to securities. Shares of common stock subject tmp or warrants currently exercisable or exetdisavithin 60 days of April 27, 2006 are deemedstarding fo
computing the percentage of the person holding sption or warrant but are not deemed outstandingdmputing the percentage of any other person.

2. Percentage is based on 20,967,035 shares of comstmcinoutstanding.
3. Includes 34,307 shares of common stock underlyiagants

4. Includes 28,817 shares of common stock underlyiagramts. Saleh M Shenaq exercises voting and dismopower over all of the shares beneficially @sinby
AFDSMSSAS.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

. Number of shares of common stock beneficially owaed number of shares of common stock offered dedu343,057 shares of common stock underlying wes

Albert & Margaret Alkek Foundation is a private @stment fund. Scott Seaman exercises voting apasitsve power over all of the shares beneficialyned by Albel
& Margaret Alkek FoundatioNumber of shares beneficially owned includes 1,880,shares of common stock underlying warrantseelto a financing completed Ag
13, 2006.

. Number of shares of common stock beneficially owaed number of shares of common stock offered dedu281,307 shares of common stock underlying wes

Alkek & Williams Ventures is a private investmeninfl. Scott Seaman exercises voting and dispogitoveer over all of the shares beneficially ownedAlkek &
Williams Ventures. Number of shares beneficiallyned includes 1,250,000 shares of common stock iyidgmvarrants related to a financing completediAp8, 2006.

. Includes 611,624 shares of common stock underlyiagants. Alpine Atlantic Asset Management AG iprivate investment fund. Willy Betschart exercisesing anc

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

. Includes 1,867 shares of common stock underlyingamés. Anastasios and Tabitha Belesis are findoiasultants and acquired these securities in ection with ou

June/July 2005 offering.

. Includes 69,983 shares of common stock underlyiagamts.

Includes 36,266 shares of common stock underlyiagants.
Includes 124,129 shares of common stock underkiagants.

Includes 22,022 shares of common stock underlyiagramts. Anthony M. Sensoli exercises voting arspdsitive power over all of the shares beneficiallyned b'
Anthony M. Sensoli, IRA Charles Schwab & Co., IGustodian.

Includes 70,951 shares of common stock underlyiagants.
Includes 165 shares of common stock underlying avest

Includes 14,675 shares of common stock underlyiagamts. Arthur J. Goodwin exercises voting angakgive power over all of the shares beneficiallyned by Arthu
J. & Phyllis C. Goodwin 2001 Family Trust Dated @-Q@1.

Includes 31 shares of common stock underlying vdsta
Includes 137,223 shares of common stock underhyiagants.
Includes 14,619 shares of common stock underlyiagants.
Includes 29,836 shares of common stock underlyiagants.
Includes 68,612 shares of common stock underlyiaganmts.
Includes 38,253 shares of common stock underlyiagamts.
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22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

Includes 27,446 shares of common stock underlyingants. Brewer and Pritchard, PC is a professioogloration. Thomas Pritchard exercises voting @disgositive
power over all of the shares beneficially ownedgwer and Pritchard PC.

Includes 152,787 shares of common stock underlyiagants.
Includes 34,375 shares of common stock underlyiagants.
Includes 36,505 shares of common stock underlyiagamts.

Number of shares of common stock beneficially owaad number of shares of common stock offered @edul8,872 shares of common stock underlying ws:
Number of shares beneficially owned includes 315 tions that are veste

Includes 14,602 shares of common stock underlyingants. Mr. George R. Cameron exercises votingdispbsitive power over all of the shares beneficiawned by
Cameron Living Trust.

Includes 46 shares of common stock underlying vndsra

Includes 350 shares of common stock underlying avas: Carmelo Troccoli is a financial consultand acquired these securities in connection with Jurre/July 20C
offering.

Includes 145,455 shares of common stock underlyiagants. William Pinamonti exercises voting andpdiitive power over all of the shares beneficiallyned b
Centrum Bank AG.

Includes 68,612 shares of common stock underlyiagamts.

Includes 343,057 shares of common stock underlyiagants. Cimarron Biomedical Equity Master Funaisinvestment fund. J. H. Cullum Clark has the @ote vot
and dispose of PharmaFrontiers Common Stock owpetirbarron Biomedical Equity Master Fund.

Includes 6,535 shares of common stock underlyingamés. Mary Ann Wesner exercises voting and disipespower over all of the shares beneficially @dnby Man
Ann Wesner, 2004 Roth IRA.

Includes 3,563 shares of common stock underlyingamés. Mary Ann Wesner exercises voting and disipespower over all of the shares beneficially @dnby Man
Ann Wesner, 2005 Roth IRA.

Includes 5,083 shares of common stock underlyingamés. Terry Wesner exercises voting and dispasiiower over all of the shares beneficially owrydTerry
Wesner, 2004 Roth IRA.

Includes 6,535 shares of common stock underlyingamés. Terry Wesner exercises voting and dispasiiower over all of the shares beneficially owrdTerry
Wesner, 2005 Roth IRA.

Includes 34,307 shares of common stock underlyingamts. CKW LLC is a private investment fund. DhdiKowalick exercises voting and dispositive poweer all o
the shares beneficially owned by CKW LLC.

Includes 76,394 shares of common stock underlyingamts. Clariden Investments LTD. Is a privateestment fund. Rictee Ingram exercises voting and dispos
power over all of the shares beneficially ownedgriden Investments LTD.
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39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

Includes 3,733 shares of common stock underlyingamés. Clemente Capital Management, LLC is anstment firm that acquired these securities for mwdéng
activities. Guy Clemente has the power to votedisose of PharmaFrontiers Common Stock owned byn€hte Capital Management, LLC.

Includes 1,029,167 shares of common stock underlymarrants. Crestview Capital Master, LLC is a ptésinvestment fund. Daniel |. Warsh exercisesmgp@n(
dispositive power over all of the shares benefigialvned by Crestview Capital Master, LLC.

Includes 72,785 shares of common stock underlyimgramts. John Crutchfield exercises voting and afigjve power over all of the shares beneficiallyned by
Crutchfield Family 1976 Trust

Includes 152,731 shares of common stock underhiagants.
Includes 36,576 shares of common stock underlyiagamts.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul07,559 shares of common stock underlying wes
Number of shares beneficially owned includes 403 @gtions that are vested with an exercise pricg3d80.

Includes 27,446 shares of common stock underlyiagants.
Includes 20,583 shares of common stock underlyiagants.
Includes 14,968 shares of common stock underlyiagants.
Includes 154 shares of common stock underlying avest

Number of shares of common stock beneficially owaad number of shares of common stock offered dedul,090,353 shares of common stock underlyingants
Davis Investments V, LP is a private investmentdiu€hristopher Davis exercises voting and dispasipower over all of the shares beneficially owrdDavis
Investments V, LP. Number of shares beneficiallyned/includes 75,000 shares of common stock unaerlyiarrants related to a financing completed Ap3il 2006.

Includes 11,898 shares of common stock underlyiagamts. Andre Guay exercises voting and dispasjiower over all of the shares beneficially owngdAbdre Guay
IRA.

Includes 17,847 shares of common stock underlyiagamts. Gisele Guay exercises voting and dispesitower over all of the shares beneficially owbgdsisele Gua'
IRA.

Includes 15,030 shares of common stock underlyiagamts. Ronald Brangwyn exercises voting and disipe power over all of the shares beneficiallyn@d by Ronal
Brangwyn, IRA.

Includes 41,167 shares of common stock underlyiaganmts.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu274,446 shares of common stock underlying wes
Laura Liang exercises voting and dispositive poaegr all of the shares beneficially owned by DLDHg Investments, LLCNumber of shares beneficially owr
includes 1,100,000 shares of common stock undeylyiarrants related to a financing completed Ap3il 2006.
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55.

56.

57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

Includes 147,882 shares of common stock underhiagants.
Includes 31 shares of common stock underlying wésra
Includes 240 shares of common stock underlying aves:
Includes 206 shares of common stock underlying aves:
Includes 58,498 shares of common stock underlyiagamts.
Includes 31 shares of common stock underlying vdsta
Includes 6,548 shares of common stock underlyingamss.
Includes 29,271 shares of common stock underlyiagants.
Includes 34,307 shares of common stock underlyiagants. Fanny Chan exercises voting and dispesitbwer over all of the shares beneficially owngdEB5LP.
Includes 14,568 shares of common stock underlyiagamts.
Includes 41,167 shares of common stock underlyiagamts.

Includes 14,641 shares of common stock underlyiagamts. Elizabeth J. Hanson exercises voting aspbsitive power over all of the shares benefigialivned b'
Elizabeth J. Hanson, IRA.

Includes 1,014,560 shares of common stock undeylyiarrants. Enable Growth Partners LP is a priimatestment fund. Brendan R&il exercises voting and disposit
power over all of the shares beneficially ownecHmable Growth Partners LP.

Includes 123,500 shares of common stock underlywiagrants. Enable Opportunity Partners LP is a peivavestment fund. Brendan Keil exercises voting ai
dispositive power over all of the shares benefigialvned by Enable Opportunity Partners LP.

Includes 29,915 shares of common stock underlyingamts. Robert D. Ervin exercises voting and digp@ power over all of the shares beneficiallynad by Ervil
Living Trust.

Includes 34,307 shares of common stock underlyiagants. Robert D. Ervin & Rita Y. Ervin CBFEES exercise voting and dispositive power ovéohthe share
beneficially owned by Ervin Living Trust Dated 796/

Includes 7,021 shares of common stock underlyingamés. Lynn C. Kalcic exercises voting and dispesipower over all of the shares beneficially odny First Trus
Corporation TTEE FBO: Lynn C. Kalcic.

Includes 19,301 shares of common stock underlyiagants. Mary A. Kalcic exercises voting and disfes power over all of the shares beneficially @alrby First Trus
Corporation TTEE FBO: Mary A. Kalcic.

Includes 61,114 shares of common stock underlyiagamts.
Includes 85,414 shares of common stock underlyiagamts.
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75.

76.

77.

78.

79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

Includes 16,666 shares of common stock underlyiagamts.

Includes 146,301 shares of common stock underlyingrants. Gemini Master Fund, Ltd. is a privateestment fund. Steven Winters exercises voting asploditive
power over all of the shares beneficially owned3smini Master Fund, Ltd.

Includes 556 shares of common stock underlying avest
Includes 30,557 shares of common stock underlyiagants.
Includes 6,793 shares of common stock underlyingamés.
Includes 31 shares of common stock underlying vndsta
Includes 31 shares of common stock underlying vdsta
Includes 171 shares of common stock underlying avest

Includes 3,733 shares of common stock underlyingamés. Gregg Lerman is a financial consultant aocquired these securities in connection with oureliuly 200
offering.

Includes 150,756 shares of common stock underkiagants.

Includes 45,999 shares of common stock underlyiagramts. Harold E. Tellefsen exercises voting aispabitive power over all of the shares benefigiaiivned b'
Harold E. Tellefsen Trust.

Includes 61,750 shares of common stock underlyiagants.

Includes 52,872 shares of common stock underlyiagramts. Mary Ann Sharrow exercises voting and asigjve power over all of the shares beneficiallyned by
HRBFA Custodian of the IRA FBO Mary Ann Sharrow.

Includes 49,934 shares of common stock underlyiagants. Paul G. Sharrow exercises voting and dispe power over all of the shares beneficiallynad by HRBF/
Custodian of the IRA FBO Paul G. Sharrow.

Includes 63,387 shares of common stock underlyiagants.

Includes 64,047 shares of common stock underlyiagamts. Insiders Trend Fund LP is a private inwesit fund. Anthony Marchese exercises voting arspasitive
power over all of the shares beneficially ownedrsiders Trend Fund LP.

Includes 31 shares of common stock underlying wésra
Includes 68,612 shares of common stock underlyiagamts.
Includes 103 shares of common stock underlying avest
Includes 23,554 shares of common stock underlyiagants.
Includes 75,858 shares of common stock underlyiagants.
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96.

97.

98.

99.

100.

101.

102.

103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

113.

114.

115.

116.

117.

Includes 14,624 shares of common stock underlyiagamts. James G. Geistfeld exercises voting aspbditive power over all of the shares beneficiallyned by Jam:
G. Geistfeld Living Trust.

Includes 328,828 shares of common stock underlywagants. George Jarkesy Jr. exercises voting @&spmbsitive power over all of the shares benefigiallvned b
Jarkesy Foundation.

Includes 137 shares of common stock underlying avest
Includes 495,965 shares of common stock underhiagants.
Includes 3,949 shares of common stock underlyingamés.
Includes 205,833 shares of common stock underkyiagants.

Number of shares of common stock beneficially owaed number of shares of common stock offered @e3u42,527 shares of common stock underlying wes:
Number of shares beneficially owned includes 416gffons that are vested with an exercise pricg30d0.

Includes 31 shares of common stock underlying wésra
Includes 343 shares of common stock underlying avest
Includes 145,625 shares of common stock underhiagants.

Includes 1,867 shares of common stock underlyingamés. John Parmigiani is a financial consultard acquired these securities in connection with Jaure/July 20C
offering.

Includes 76,613 shares of common stock underlyiagamts.

Includes 333 shares of common stock underlying avast Jonathan Rich is a financial consultant agliaed these securities in connection with ouredduly 200
offering.

Includes 125,979 shares of common stock underkyiagants.
Includes 14,957 shares of common stock underlyiagants.
Includes 15,002 shares of common stock underlyiagamts.

Includes 1,225 shares of common stock underlyingamés. JSM Capital Holdings Corp. is a financiahsultant and acquired these securities in cormreatith ou
June/July 2005 offering.

Includes 14,991 shares of common stock underlyiagrants. Paul A Kalic exercises voting and disposipower over all of the shares beneficially owrmdKalic
Exemption Trust.

Includes 62 shares of common stock underlying wdsta
Includes 15 shares of common stock underlying vdsta
Includes 110,672 shares of common stock underhyiagants.

Includes 137,223 shares of common stock underlyiagants. Thomas Elden exercises voting and dispegiower over all of the shares beneficially ody Lakeviev
Direct Investments, LP.
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118. Includes 339 shares of common stock underlying avest
119. Includes 8,704 shares of common stock underlyingamés.

120. Includes 38,183 shares of common stock underlyingants. Olaf Herr exercises voting and disposipeger over all of the shares beneficially ownedUsy (Swiss
Private Bank LTD.

121. Includes 36,590 shares of common stock underlyiagamts.

122. Includes 14,607 shares of common stock underlyingants. Gregory Mallis exercises voting and digp@spower over all of the shares beneficially @glnby Liparus
LLC.

123. Includes 27,355 shares underlying warrants. Keithippert has the power to vote and dispose obtiees owned by Lippert Heilshorn & Associates, Inc

124. Includes 69,983 shares of common stock underlyingants. James H. Glanville exercises voting asgatfitive power over all of the shares beneficialyned by Lon
Star No. 1, Ltd

125. Includes 2,619 shares of common stock underlyingamés.
126. Includes 37,407 shares of common stock underlyiagamts.
127. Includes 80 shares of common stock underlying vnsta
128. Includes 34,307 shares of common stock underlyiagamts.
129. Includes 145,120 shares of common stock underhjiagants.
130. Includes 64,018 shares of common stock underlyiagamts.
131. Includes 5,354 shares of common stock underlyingamss.
132. Includes 31 shares of common stock underlying vnsta
133. Includes 41,167 shares of common stock underlyiagamts.
134. Includes 72,785 shares of common stock underlyiagamts.
135. Includes 14,496 shares of common stock underlyiagamts.
136. Includes 14,800 shares of common stock underlyiagamts.

137. Includes 48,028 shares of common stock underlyiagamts. Millard B. Ryland exercises voting andodistive power over all of the shares beneficiallyned by Millarc
B. Ryland IRA.

138. Includes 20,583 shares of common stock underlyiagamts.

139. Includes 850 shares of common stock underlying avast Monarch Capital Group, LLC is an investmemnh fthat acquired these securities for underwritaugivities
Anthony Marchese has the power to vote and dispbBdarmaFrontiers Common Stock owned by Monarghit@laGroup, LLC.

140. Includes 206 shares of common stock underlying avest
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141.

142.

143.

144.

145.

146.

147.

148.

149.

150.

151.

152.

153.

154.

155.

156.

157.

158.

Includes 29,012 shares of common stock underlyiagamts.
Includes 15 shares of common stock underlying wésra

Includes 73,151 shares of common stock underlyiagamts. Richard E. Crawford exercises voting aisdasitive power over all of the shares benefigiallvned by NF
LLC/FMTC FBO Richard E. Crawford.

Includes 49,360 shares of common stock underlyiagants.

Includes 34,307 shares of common stock underlyiagramts. Norman R. Morris exercises voting and algfve power over all of the shares beneficiallyned b
Norman R. Morris Living Trust

Includes 171 shares of common stock underlying aves:
Includes 36,508 shares of common stock underlyiagants.

Includes 343,742 shares of common stock underljiagants. Panacea Fund, LLC is a private investrwrd. Charles Polsky exercises voting and dispasfower ove
all of the shares beneficially owned by PanaceaFuhC.

Includes 145,850 shares of common stock underhiagants.

Includes 72,042 shares of common stock underlyingants. Parsifal Investments, L.P. is a privateatiment fund. Alfred L. Deaton Il exercises vgtiand dispositiv
power over all of the shares beneficially ownedPaysifal Investments, L.P.

Includes 28,607 shares of common stock underlyiagamts. Patrick Linbeck is a financial consultantl acquired these securities in connection withJone/July 20C
offering.

Includes 14,624 shares of common stock underlyiagamts.

Includes 72,559 shares of common stock underlyiagamts. Paul Masters exercises voting and dispegiower over all of the shares beneficially owhgdPaul Maste
IRA.

Includes 58,025 shares of common stock underlyingants. Kinnary Patel exercises voting and digpespower over all of the shares beneficially odr®y Kinnar
Patel Rollover IRA.

Includes 58,025 shares of common stock underlyingants. Kinnary Patel exercises voting and digpespower over all of the shares beneficially odr®y Kinnar
Patel Roth IRA.

Includes 46 shares of common stock underlying vndsta

Includes 343,057 shares of common stock underlyvagrants. Pinnacle Trust Co., LTA is a private istweent fund that acquired these securities for vdiéng
activities. Andrew Linbeck has the power to vote dispose of PharmaFrontiers Common Stock owne®@litnyacle Trust Co., LTA.

Includes 171 shares of common stock underlying avest
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159.

160.

161.

162.

163.

164.

165.

166.

167.

168.

169.

170.

171.

172.

173.

174.

175.

176.

Includes 291,701 shares of common stock underlyiagants. Provident Premier Master Fund, Ltd. jsrimate investment fund. Steven Winters exercisating an(
dispositive power over all of the shares benefigialvned by Provident Premier Master Fund, Ltd.

Includes 171 shares of common stock underlying avest

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul44,083 shares of common stock underlying wes
Renaissance Interests, L.P. is a private investrfiugnnt Bradley C. Karp exercises voting and disiasipower over all of the shares beneficially odri®y Renaissan
Interests, L.P. Number of shares beneficially owimetlides 50,000 shares of common stock underlyiagants related to a financing completed April 2806.

Includes 146,301 shares of common stock underhiagants.
Includes 36,660 shares of common stock underlyiagamts.
Includes 145,625 shares of common stock underkyiagants.
Includes 15 shares of common stock underlying wésra
Includes 73,179 shares of common stock underlyiagants.
Includes 34,307 shares of common stock underlyiagamts.
Includes 15,030 shares of common stock underlyiagamts.
Includes 68,612 shares of common stock underlyiaganmts.

Includes 34,375 shares of common stock underlyingamts. Paul and Mary Ann Mallis TTEES exerciséngand dispositive power over all of the shareadiicially
owned by SAA Trust.

Includes 21,912 shares of common stock underlyingamts. Paul and Mary Ann Mallis TTEES exerciséngand dispositive power over all of the shareadiicially
owned by SAA Trust Paul and Mary Ann Mallis TTEES.

Includes 87,920 shares of common stock underlyiagramts. Salient Partners is an investment firm #tguired these securities for underwriting atiggi. Andrev
Linbeck has the power to vote and dispose of Phiaramiers Common Stock owned by Salient Partners.

Includes 41,167 shares of common stock underlyiagants.

Includes 154,981 shares of common stock underlyiagants. Sanders Morris Harris is an investmeant that acquired these securities for underwritgvities. Bel
Morris has the power to vote and dispose of Pharoralers Common Stock owned by Sanders Morris Karri

Number of shares of common stock beneficially owaed number of shares of common stock offered @e3u20,583 shares of common stock underlying wes:
Number of shares beneficially owned includes13,83®ns that are vested with an exercise price3dd&

Number of shares of common stock beneficially owaed number of shares of common stock offered thedu259,642 shares of common stock underlying wes
Number of shares beneficially owned includes 150,8Bares of common stock underlying warrants rélatea financing completed April 13, 2006.MarkusIIkk
exercises voting and dispositive power over athef shares beneficially owned by Schroder & Co Bagk.
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177.

178.

179.

180.

181.

182.

183.

184.

185.

186.

187.

Number of shares of common stock offered include8®3 shares of common stock underlying warreNumber of shares beneficially owned includes: {i%,D00 shar¢
underlying an option; (ii) 2,636,667 shares of casnnstock held by Ventures; (iii) 99,084 shares @hmon stock underlying series B warrants exercisabl$2.00 p¢
share held by Ventures; (iv) 182,223 shares of comstock underlying series C warrants exercisab&#®0 per share held by Ventures; (v) 1,250,0G0es of commc
stock underlying the April 2006 warrants held byntees; (vi) 29,000 shares of common stock undeglygeries B warrants exercisable at $2.00 per skaip53,332
shares of common stock underlying series C warmxescisable at $3.00 per share; and (viii) 75 §lfres of common stock underlying the April 200@revats.

Includes 3,733 shares of common stock underlyingamés. Scott Shapiro is a financial consultant aoduired these securities in connection with aurelJuly 200
offering.

Includes 71,996 shares of common stock underlyiagants.

Includes 411,667 shares of common stock underlyyagrants. SIBEX Capital Fund, Inc. is a private @stment fund. Oleg S. Krasnoshchek exercises vatit
dispositive power over all of the shares benefigialvned by SIBEX Capital Fund, Inc.

Includes 1,669,938 shares of common stock undeylyiarrants. SMI Re Limited is a private investmémd. Dr. Reginal McDaniel exercises voting andpdsitive
power over all of the shares beneficially ownedShl Re Limited.

Number of shares of common stock beneficially owaed number of shares of common stock offered thesul03,320 shares of common stock underlying wes
Number of shares beneficially owned includes 53 éitres of common stock underlying warrants relaexdfinancing completed April 13, 20!

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu485,003 shares of common stock underlying wes
Number of shares beneficially owned includes 388 §lares of common stock underlying warrants rélaie financing completed April 13, 20(

Includes 14,963 shares of common stock underlyiagamts. Frederick Stahl Jr. exercises voting dspogitive power over all of the shares benefigialvned by Stal
Family Revocable Living Trust Dated 8-23-01.

Includes 1,000 shares of common stock underlyingamés. Starboard Capital Markets is an investnfiemt that acquired these securities for underwgtactivities
Michael Hamblet has the power to vote and dispd$tharmaFrontiers Common Stock owned by Starboalt@l Markets.

Includes 2,711 shares of common stock underlyingamés.

Includes 29,012 shares of common stock underlyiagamts. Carol A Wynn exercises voting and dispasipower over all of the shares beneficially owitgdSterling
Trust Company FBO Carol A. Wynn.
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188.

189.

190.

191.

192.

193.

194.

195.

196.

197.

198.

199.

200.

201.

202.

203.

204.

205.

206.

207.

208.

209.

210.

211.

212.

Includes 21,187 shares of common stock underlyiagramts. Harold E Tellefsen exercises voting arspalitive power over all of the shares beneficiallyned b
Sterling Trust Company Custodian FBO Harold E Teée.

Includes 41,167 shares of common stock underlyiagamts.

Includes 14,621 shares of common stock underlyiagants. Pam Sutton exercises voting and dispesitower over all of the shares beneficially owngdPbA. P/S Trus
Pam Sutton Trustee.

Includes 46 shares of common stock underlying vdsta
Includes 31 shares of common stock underlying wésra
Includes 68,612 shares of common stock underlyiaganmts.

Includes 146,245 shares of common stock underlyingants. TCMP3 Partners, LP is a private investnfiend. Steve Slawson exercises voting and dispesfiowe
over all of the shares beneficially owned by TCMR8tners, LP.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul52,617 shares of common stock underlying wes
Number of shares beneficially owned includes 82 &0ions that are veste

Includes 75,378 shares of common stock underlyiagants.
Includes 31 shares of common stock underlying vndsta
Includes 309 shares of common stock underlying avest
Includes 62 shares of common stock underlying wsta
Includes 199 shares of common stock underlying aves:
Includes 15 shares of common stock underlying wésra

Includes 3,500 shares of common stock underlyingamés. Thomas Suppanz is a financial consultadtamguired these securities in connection withJaumre/July 20C
offering.

Includes 4,630 shares of common stock underlyingamss.
Includes 14,624 shares of common stock underlyiagamts.
Includes 48,999 shares of common stock underlyiagamts.
Includes 2,619 shares of common stock underlyingamés.
Includes 171 shares of common stock underlying aves:
Includes 154 shares of common stock underlying aves:

Includes 8,592 shares of common stock underlyingamés. VFinance is an investment firm that acqlitteese securities for underwriting activities. dvon C. Rich h¢
the power to vote and dispose of PharmaFrontiersr@on Stock owned by vFinance.

Includes 6,814 shares of common stock underlyingamss.
Includes 205,833 shares of common stock underhiagants.

Includes 133,792 shares of common stock underlyiagants. Yellowstone Equity Partners, Ltd. is agte investment fund. Brenda Lee exercises vading dispositiv
power over all of the shares beneficially ownedviglowstone Equity Partners, Ltd.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Prior to the April 2006 financing, Mr. Seaman, widually owned 50,500 shares of the Compangdmmon stock, series B warrants to purchase @&béres of tt
Company’s common stock, and series C warrants ifichpse 40,000 shares of the Comparmmgmmon stock. In addition, Ventures, an entitwhich Mr. Seaman may be deer
to have voting power and/or investment power, owh26,667 shares of the Company’s common stockes&iwarrants to purchase 99,084 shares of the @ayfgpcommo
stock, and series C warrants to purchase 182,22@shof the Company’common stock. In connection with the April 2008ahcing, (i) Mr. Seaman individually purcha
150,000 shares of the Company’s common stock ardissaed a Warrant to purchase 75,000 shares @dhganys common stock, and (ii) Ventures acquired 2,500 £itare
of the Company’s common stock and a Warrant tolmse 1,250,000 shares of the Compamgmmon stock. Pursuant to the Foundation 13D, 9daman has concluded tha
does not have beneficial ownership of the sharestaak held by Foundation. Additionally, pursuamthe Foundation 13D, Mr. Seaman and other rempgarsons named ther
may be deemed to constitute a group for purpose®eofion 13(d) or Section 13(g) of the Exchange. Attowever, the Foundation, Ventures, Chaswil,. L&hd Mr. Seam:
expressly disclaim (i) that, for purposes of Settl@(d) or Section 13(g) of the Exchange Act, taeya member of a group with respect to securitieie Company held by DL
Family Investments, LLC, Mr. Arnold, Mr. Bailey dfs. Williams and (i) that they have agreed totagiether with DLD Family Investments, LLC, Mr. Arido Mr. Bailey or Ms
Williams as a group other than as described inFtwendation 13D. The reporting persons in the Fotiodd 3D, other than Mr. Seaman and Ventures, awiiné aggregate: iy
7,866,668 shares of common stock; (ii) 235,835 eshaf common stock underlying series B warrantgats@ble at $2.00 per share; (iii) 444,446 shafesoonmon stoc
underlying series C warrants exercisable at $3édGpare; and (iv) 2,600,000 shares of common stadkerlying Warrants.

In connection with the April 2006 financing, (i) IRatir Group, Inc., an entity in which Dr. Baileya$ voting power and/or investment power, acquil@®@ do0 shares
the Company’s common stock and a Warrant to pucs&000 shares of the Compangommon stock, (i) ) MDB Capital Group LLC, antignin which Dr. Bailey is a
managing director, but disclaims any voting powmd/ar investment power, acquired 2,000,000 shafrdsecCompanys common stock and a Warrant to purchase 1,00G08@
of the Company’s common stock, and (iii) MDB Capfaoup LLC received $1,723,300 for its serviceshia April 2006 financing and a three year wartarpurchase 2,083,301
shares of the Comparsytommon stock at $0.50 per share, of which MDBi@hfsroup LLC assigned the right to purchase 389,8hares of common stock to Dr. Bailey on /#
24, 2006.

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

We are authorized to issue 100,000,000 sharesmimmm stock, par value $0.05 per share. As of Abtil2006, there were 66,967,035 shares of comnumk s$sue
and outstanding. Each share of common stock ifeshtio one vote per share for the election ofdoes and on all other matters submitted to a wbockholders. There are
cumulative voting rights. Common stockholders dotmve preemptive rights or other rights to sulecfor additional shares, and the common stocktisubject to conversion
redemption. In the event of liquidation, the hoklef common stock will share equally in any balaoteorporate assets available for distributiothtiem. Subject to the rights
holders of the any other securities subsequersglyeid, holders of the common stock are entitlecd¢teive dividends when and as declared by our BogRirectors out of func
legally available. We have not paid any dividenidses its inception and has no intention to pay dimdends in the foreseeable future. Any futureaiwds would be subject to
discretion of the Board of Directors and would degp@n, among other things, our future earnings,aperating and financial condition, our capital uiegments, and gene
business conditions.

Preferred Stocl

We are authorized to issue 10,000,000 shares dérpee stock, no par value per share. As of Decenie 2005, no shares of preferred stock are issune
outstanding. Our Board of Directors can, withouprawal of our stockholders, issue one or more sesfepreferred stock. If we offer preferred stookr Board of Directors wi
determine the number of shares and the rightsemre€es and limitations of each series. Thesesiigiteferences and limitations may include spediésignations, number
shares, liquidation value, dividend rights, liquida and redemption rights, voting rights,

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we msiye to our officers, directors, employees andsaliants incentive stock options, non-
qualified stock options and shares of restrictedlstThe plan provides for us to issue up to 2,000 shares of its common stock pursuant to awardsnthe plan. The maximt
number of shares in the Plan was increased to 00y shareholder vote at our annual meetinguire 2005. As of December 31, 2005, we had outstgnaiptions, grante
pursuant to the plan, to purchase 2,316,933 slodresmmon stock. The plan is designed to qualifgiarrthe Internal Revenue Code as an incentive stptikn plan.

Series B Warrants and Series C Warrants As of May 4, 2006 we have issued and outstan{ijn§eries B Warrants to purchase an aggregateQ76365 of ot
common shares, and (ii) Series C Warrants to psecha aggregate of 11,105,365 of our common shares.

(i) The Series B Warrant is exercisable at any tand has an exercise price of $2.90 per share gpides on the later of (i) October 17, 2006 or (i
months after the registration statement for theale- of the warrant shares becomes effective; ifssee common stock or common stock equivalentsfprice les
than $1.50, the exercise price will be revised2d® and the number of shares subject to the wiasteail increase proportionately.

(i) The Series C Warrant is exercisable at anyetand has an exercise price of $4.00 per sharexpites June 17, 2010; if prior to the third annsegy o
the closing of the offering we issue common stocka@mmon stock equivalents for a price less thaB&lthe exercise price will be revised to $3.08 #re number ¢
shares subject to the warrant shall increase ptiopately; if prior to the third anniversary of tlidosing of the offering we issue common stock ommon stoc
equivalents for a price less than the then curexetrcise price but more than $1.50, the exercisze pwill be revised to equal the weighted averageepof the
outstanding shares and the newly issued shareteif the third anniversary of the closing of tHéeonng we issue common stock or common stock eamjeivts for
price less than the then current exercise prieeeiercise price will be revised to equal the wigidtaverage price of the outstanding shares andetéy issued share
whenever any such adjustments are made to theissqmdce, the number of shares subject to theeS&@iWarrant shall increase proportionately; predidhe exercis
price will not be reduced below $3.00 and any iaseein the number of shares shall be proportionéteited.
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All of the warrants are exercisable immediately arelonly exercisable by “accredited investa@s'defined in Regulation D under the Securitiesdid933

April 2006 Warrants . In an offering consummated April 17 2006, we exbwarrants to acquire an aggregate of 23,000,pafes. The April 2006 warrants have
exercise price of $0.65 per share. The April 20@8rants are only exercisable upon the effectivenéssl for 10 reverse stock split. We filed alifmaary Proxy Statement
May 5, 2006, to hold a shareholder meeting on Jife2006, to vote on, among other items, the 1lfbreverse stock split. We have the right to dadl April 2006 warran
commencing one year from the effective date ofsaleeregistration statement if the closing bid @per share of our common stock equals or excek@8 $or twenty consecuti
trading days in which the daily average tradingmeé of the common stock is at least 200,000 shawditionally, if the resale registration statemémt the resale of the shar
issuable upon exercise of the warrants is not g¥edor any period after April 13, 2007, then tivarrant holders may exercise their warrants onsaleas basis during the per
the resale registration statement is not effective.

Placement Agent Warrants. In connection with the 15% Convertible Exchandea&tote offering and the common stock offeringsselb June 17, 2005 we have iss
to the placement agent and other brokerage firnthase offerings warrants to purchase an aggreafa#60,847 shares of common stock at an exercige jof $1.50. Thet
warrants are exercisable immediately and will exgiune 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of @gic obligates us, subsequent to the later of 8®l2006 or a financing, raisi
$10 million or more, to issue sufficient additiorshlares to the University of Chicago so that idsd®.6% of our common stock. In April 2006, thesfise agreement was amer
to extend the date of issue to October 31, 2006.

Restrictions on Sales By Certain Existing Sharehokts

A total of 2,500,000 shares held by Top Tier Inwe=tt, LLC and various other shareholders are stibjeanother lockip agreement effective November 5, 2004
precludes any sales prior to November 5, 2005 tredeafter, limits sales of up to an aggregatel®, 300 shares of our common stock pem@§-period. There is no terminat
provision in this lock-up agreement.
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PLAN OF DISTRIBUTION

We are registering shares of our common stock dralbef the selling stockholders. As used in thisgpectus, “selling stockholdergicludes donees, transfere
pledgees and other successors in interest (otharphrchasers pursuant to this prospectus) sedliages received from a named selling stockholder #fe date of this prospect
We will pay for all costs, expenses and fees imeation with the registration of the shares. THengestockholders will pay for all selling discotsnand commissions, if any. T
selling stockholders may offer and sell their sedrem time to time in one or more of the followitypes of transactions (including block transactjon

« on any national exchange on which the shares stegllor any automatic quotation system through lwttie shares are quoted,

« in the over-the-counter market,

in privately negotiated transactions,

through put and call transactions,

through short sales, and
« a combination of such methods of sale.

The selling stockholders may sell their sharesravailing market prices or at privately negotiafeites. The selling stockholders may use brokezalets or agents
sell their shares. The persons acting as agentsret@yve compensation in the form of commissionscalints or concessions. This compensation mayaie gy the sellin
stockholders or the purchasers of the shares fonwduch persons may act as agent, or to whom tlegysell as a principal, or both.

The selling stockholders may enter into hedgingdaations with broker-dealers or other financiakilmtions. In connection with these transactidmrskerdealers ¢
other financial institutions may engage in shotésaf the shares in the course of hedging posittbry assume with selling stockholders. The sgebitockholders may also er
into options or other transactions with broker-deslor other financial institutions which require tdelivery to these brokelealers or other financial institutions of shasekich
such brokedealer or other financial institution may reselkrguant to this prospectus (as amended or suppleahéatreflect such transaction). The selling stotitérs may als
engage in short sales of shares and, in thosengesathis prospectus may be delivered in connegtith the short sales and the shares offered uhéeprospectus may be use
cover the short sales.

The selling stockholders and any agents or broleaders that participate with the selling stocklkeoddin the offer and sale of the shares may be déetm b
“underwriters”within the meaning of Section 2(11) of the SecasitAct of 1933. Any commissions they receive ang@ofit they realize on the resale of the sharethem ma
be deemed to be underwriting discounts and comamssinder the Securities Act of 1933. Neither we amy selling stockholder can presently estimage @mount of suc
compensation. Because a selling stockholder majebened to be an “underwritewithin the meaning of the Securities Act of 193% selling stockholders will be subject to
prospectus delivery requirements of the Securhietsof 1933, which may include delivery through tflaeilities of the applicable exchange or automagedtation system pursui
to Rule 153 under the Securities Act of 1933. Tékirg stockholders may agree to indemnify any ageéealer or brokedealer that participates in transactions involvihgre
against certain liabilities, including liabilitiesising under the Securities Act of 1933.

The selling stockholders and any other person @patiing in a distribution of the securities cowetgy this prospectus will be subject to applicgevisions of th
Securities Exchange Act of 1934 and the rules agdlations under the Securities Exchange Act o#419&luding Regulation M, which may limit the ting of purchases a
sales of any of the securities by the selling stotiters and any other such person. FurthermoresruRdgulation M, any person engaged in the digiobwf the securities mi
not simultaneously engage in markeaking activities with respect to the particulacisities being distributed for certain periods prio the commencement of or during s
distribution. Regulation M’s prohibition on purclessmay include purchases to cover short positigrthé selling stockholders, and a selling stockeo&lfailure to cover a sh¢
position at a lendes' request and subsequent purchases by the lentter open market of shares to cover such shortipesj may be deemed to constitute an inducemebiiy
shares, which is prohibited by Regulation M. Alltbe above may affect the marketability of the sities and the ability of any person or entity toagage in marketraking
activities with respect to the securities.
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We are not aware of whether the selling stockhslti@ve entered into any agreements, understandimmgamgements with any brokdealers regarding the sale of tl
shares, nor as we aware that there is an underwritoordinating broker acting in connection witle proposed sale of shares by the selling stodks!

Selling stockholders also may resell all or a portdf the shares in open market transactions iame¢ upon Rule 144 under the Securities Act of3198ovided the
meet the criteria and conform to the requirementhat rule.

Following notification by a selling stockholder thathas entered into any material arrangement withtokereealer for the sale of shares through a block trapecie
offering, exchange distribution or secondary disttion or a purchase by a broker or dealer, a smppiht to this prospectus will be filed, if requir@drsuant to Rule 424(b) un
the Securities Act, disclosing:

« the name of each such selling stockholder andeoptrticipating broker-dealer(s);

« the number of shares involved,;

« the initial price at which these shares were sold;

« the commissions paid or discounts or concessidagedl to such broker-dealer(s), where applicable;

« that such broker-dealer(s) did not conduct anystigation to verify the information set out or imporated by reference in this prospectus; and
« any other facts material to the transactions.

In addition, following natification by a sellingatkholder that a donee, pledgee, transferee or stiezessor-ifinterest of such selling stockholder intends td s®re
than 500 shares, we will file a supplement to gnsspectus.

LEGAL MATT ERS
The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & Ekih$., Houston, Texas.
EXPERTS

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

This prospectus is part of a registration statemenfile with the Securities and Exchange Commissikhis prospectus does not contain all of therinfation containe
in the registration statement and all of the esxhilsind schedules thereto. For further informatibaua PharmaFrontiers Corp., please see the compgtstration stateme
Summaries of agreements or other documents imptioispectus are not necessarily complete. Please tiethe exhibits to the registration statementcfamplete copies of su
documents.

We file annual, quarterly and special reports, pretatements and other information with the Seiasriand Exchange Commission under the Securitiehdbge Act ¢
1934. You may read and copy the registration statgmncluding exhibits and schedules filed withait the SEG public reference facilities in Room 1024, JudigiBlaza, 45
Fifth Street, N.W., Washington, D.C. 20549. You nadpfain information on the operation of the pubBéerence room in Washington, D.C. by calling tee®ities and Exchan
Commission at 1-800-SEC-0330.

We file information electronically with the Secuieit and Exchange Commission. Our Securities anthdge Commission filings also are available from $ecuritie
and Exchange Commissianinternet site at http://www.sec.gov, which com$areports, proxy and information statements artbroinformation regarding issuers that

electronically.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balaheet of PharmaFrontiers Corp., (“Pharma”) (eeld@ment stage company), as of December 31, 200%he related
consolidated statements of expenses, changescikhstioers’ equity and cash flows for the two yeamsled December 31, 2005 and the period from Jar22ar§003 (Inception)
through December 31, 2005. These consolidated ¢inhstatements are the responsibility of Pharmasagement. Our responsibility is to express aniopion these
consolidated financial statements based on outsudi

We conducted our audits in accordance with starsdafrithe Public Company Accounting Oversight Bo@tdited States). Those standards require that e ahd perform the
audits to obtain reasonable assurance about whigilheonsolidated financial statements are frematkerial misstatements. An audit includes examinamga test basis, evidence
supporting the amounts and disclosures in the dioleged financial statements. An audit also inceidesessing the accounting principles used andisart estimates made by
management, as well as evaluating the overall dmtaged financial statement presentation. We beliéhat our audits provide a reasonable basis foopunion.

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

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

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

February 7, 2006
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ASSETS
Current assets
Cash

Prepaid expenses

Total current assets

Intangible assets, net of $1,888,891 of accumulatedrtization
Property & equipment, net of $256,082 of accumulatepreciation
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable

Accrued expenses

Note payable
Total current liabilities

Commitments and contingencies

Stockholders’ equity
Convertible preferred stock, no par value, 10,000 $hares

authorized, none issued and outstanding

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

Common stock, $.05 par value, 100,000,000 sharb®azed,

20,619,545 shares issued and outstanding
Additional paid in capital

Deficit accumulated during the development stage
Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying summary of accounting policies
and notes to consolidated financial statements

F-1

$ 2,560,66!
182,52

2,743,191
26,130,44
479,99¢

388,21(
$ 29,741,83

$ 689,46
240,30¢

1,500,001

2,429,77

1,030,97
50,441,94

(24,160,86)

27,312,06

$ 29,741,83




General and administrative

Depreciation and amortization

Research and development

Loss on disposal of assets
Operating loss

Interest income

Other income

Interest expense
NET LOSS

Basic and diluted loss per share
Weighted average shares outstanding

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

Inception
through
2005 2004 2005

$ 550,17¢ $ 572,53 $ 1,203,51
1,735,20! 264,81¢ 2,000,02:

9,892,25: 2,465,63 12,357,88

22,81( 457,12; 479,93:
(12,200,45) (3,760,109 (16,041,36)

81,93( 5,992 87,92.

28,17¢ 2,37¢ 30,55:
(7,323,85) (868,92() (8,237,97)

$ (19,414,19) $ (4,620,669 $ (24,160,86)

$ 129 % (0.7%) N/A

15,648,36 6,309,14! N/A

See accompanying summary of accounting policies
and notes to consolidated financial statements
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Shares issued for cash

Shares repurchased and cancelled
Discount relating to:

- beneficial conversion feature

- warrants attached to debt

Net loss

Balances at December 31, 2003
Shares issued for:

- cash

- services

- license

- reverse merger with Sportan

- acquisition of Opexa

- additional shares attached to
convertible debt

- conversion of convertible notes
Shares cancelled

Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option Expense

Net loss

Balances at December 31, 2004
Shares issued for:

- cash

- convertible debt

- debt

- license

- services

Offering costs relating to

- equity financing

Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option expense

Warrant expense

Net loss

Balances at December 31, 2005

PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERE&QUITY
January 22, 2003 (Inception) through December 8052

Common Stock

Additional
Paid in Accumulated

Shares Par Capital Deficit Total
5,250,001 $ 262,500 $ (261,500 $ - : 1,00(C
(1,706,25) (85,319 84,98¢ - (328)
- - 28,18( - 28,18(
- 28,18( - 28,18(
- - - (126,00%) (126,00%)
3,543,75 177,18 (120,157 (126,00%) (68,96¢)
22,50( 1,12¢ 7,87¢ - 9,00(¢
2,065,001 103,25( 745,75( - 849,00(
242,68t 12,13t 414,94( - 427,07!
997,39 49,87( (197,60 - (147,73)
2,500,001 125,00( 23,625,00 - 23,750,00
161,00( 8,05( 280,31t - 288,36t
607,50: 30,37¢ 217,99! - 248,37(
(80,000) (4,000 4,00( - -
- - 855,84¢ - 855,84¢
- - 1,848,50: - 1,848,50:
- - 123,33: - 123,33:
- - - (4,620,66) (4,620,66)
10,059,83 502,99: 27,805,80 (4,746,66) 23,562,13
3,894,50! 194,72! 5,647,04 - 5,841,76!
6,110,26: 305,51: 7,343,93. — 7,649,441
23,00( 1,15(C 159,85( - 161,00(
291,93! 14,597 1,853,78 - 1,868,38
240,00( 12,00( 1,000,401 - 1,012,401
- - (495,55)) - (495,55))
- - 831,94« - 831,94«
- - 1,433,10! - 1,433,10!
- - 2,487,74. - 2,487,74
- - 2,373,88i - 2,373,88
- - - (19,414,19) (19,414,19)
20,619,54 $ 1,030,97 $ 50,441,94 $ (24,160,86) $ 27,312,06

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31, 2005 and the Period fromaig 22, 2003
(Inception) through December 31, 2004 and 2005

Inception through

2005 2004 2005
Cash flows from operating activities
Net loss $ (19,414,19) (4,620,66) $ (24,160,86)
Adjustments to reconcile net loss to net cash ursed
operating activities:
Stock issued for services 1,012,401 849,00( 1,861,401
Additional stock issued under debt conversion 109,07( - 109,07(
Amortization of discount on notes payable due
to warrants and beneficial conversion feature 5,516,63! 753,81 6,313,20!
Amortization of intangible assets 1,637,12! 251,76: 1,888,891
Depreciation 98,08( 13,05¢ 111,13¢
Debt financing costs 365,91( - 365,91(
Option and warrant expense 4,861,62! 123,33: 4,984,96:
Loss on disposition of fixed assets 22,81( 457,12. 479,93.
Changes in:
Accounts payable 26,36( 58,67( 85,16
Prepaid expenses (88,18 (38,95() (127,139
Accrued expenses 23,65t 23,82: 54,98
Other assets (388,21() - (388,21()
Net cash used in operating activit (6,216,91) (2,129,03) (8,421,55)
Cash flows from investing activities
Purchase of licenses - (232,747 (232,747
Purchase of property & equipment (258,907) (173,00 (431,90)
Net cash used in investing activiti (258,907 (405,741 (664,649
Cash flows from financing activities
Common stock sold for cash, net of offering costs 5,346,21 9,00(¢ 5,356,21
Common stock repurchased and canceled - - (325)
Proceeds from debt 2,896,88! 3,382,701 6,354,59
Repayments on notes payable (58,619 (5,000) (63,619
Net cash provided by financing activiti 8,184,48: 3,386,701 11,646,86
Net change in cas 1,708,67. 851,92 2,560,661
Cash at beginning of year 851,99. 68 -
Cash at end of year $ 2,560,66! 851,992 2,560,66!

See accompanying summary of accounting policies
and notes to consolidated financial statements
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NON-CASH TRANSACTIONS

Issuance of common stock for purchase of
Opexa

Issuance of common stock to Sportan
shareholders

Issuance of common stock for University of
Chicago license

Issuance of common stock for accrued interest

Conversion of notes payable to
common stock

Conversion of accrued liabilities to
common stock

Conversion of accounts payable to
note payable

Discount on convertible notes relating to:
- warrants
- beneficial conversion feature
- stock attached to notes

PHARMAFRONTIERS CORP.

(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
Year ended December 31, 2004 and the Period fromaig 22, 2003

(Inception) through December 31, 2003 and 2004

Inception through

2005 2004 2005
$ - $ 23,750,00 23,750,00
- 147,73¢ 147,73¢
1,868,38: 427,07! 2,295,45!
525,51 - 525,51
6,159,61! 248,37( 6,407,98!
17,17¢ - 17,17¢
- 93,36¢ 93,36¢
1,433,10: 1,848,50: 3,309,791
831,94« 855,84 1,715,97
999,07- 288,36t 1,287,441

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

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

On October 7, 2004 Pharma entered into an agreetmexuire all of the outstanding stock of Opekarfaceuticals, Inc. (“ Opexa " ). The agreeméwgerd on November 5,
2004. A total of 2,500,000 shares of Pharma ' sroom stock were exchanged for all of the outstandiogk of Opexa. 2,250,000 shares was issued taadgiereholders in
December 2004 and the balance of 250,000 shasshah been held in escrow for the prerequisiteyaae period, was issued in November 2005.The aitipr was accounted
for under the purchase method, where all of Opexassets are restated to their fair market vatub® acquisition date, which approximated bookieal'he 2,500,000 shares of
Pharma were valued at $23,750,000 or $9.50 peestdnich represents their current value at the. .tifee Note 12 for details.

Opexa holds rights to technology to diagnose agat tmultiple sclerosis through modified autoreaefivcells and is currently in FDA Phase /Il huntiose ranging clinical trials
to evaluate its safety and effectiveness in trgatmultiple sclerosis.

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

Reclassifications. Certain amounts in the 2004 glidisted financial statements have been reclasisifie
to conform to the 2005 consolidated financial stegat presentation.

Use of Estimates in Financial Statement Preparalibe preparation of consolidated financial statetsien conformity with accounting principles gerigraccepted in the United
States of America requires management to make astand assumptions that affect the reported armofiassets and liabilities, the disclosure oftcment assets and liabilities
at the date of the consolidated financial statementd the reported amounts of revenues and expdnsi@g the reporting period. Actual results caodiffer from those estimates.

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

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

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

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

Inception
2005 2004 through 2005

Net loss as reporte $ (19,414,19) $ (4,620,66) $ (24,160,86)
Add: stock based compensation determined 2,487,74. 123,33: 2,611,07.

Under intrinsic value based method
Less: stock based compensation determined (4,264,01) (153,369 (4,417,37)

under fair value based method

Pro forma net loss $ (21,190,46) $ (4,650,69) $ (25,967,16)
Basic and diluted

Net loss per common share:

As reported $ 129 $ (73 N/A

Pro forma $ 135 $ (.79) N/A

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

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

The basic net loss per common share is computetiviiging the net loss by the weighted average nundbeommon shares outstanding. Diluted net logscpenmon share
computed by dividing the net income adjusted ofiaanif converted" basis, by the weighted averagaber of common shares outstanding plus potentialici securities. Bas
and diluted loss per share is the same due to paiteiiutive securities had an anti-dilutive effend were not included in the calculation of dihinet income per common share.
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Research and development. Research and develommpenses include salaries, related employee expensasulting fees, facility costs, and laboratoogts. All costs fc
research and development activities are expensettased. Pharma expenses the costs of licenspatefts and the prosecution of patents until seeance of such patents
the commercialization of related products is reabbnassured.

Recently Issued Accounting Pronouncements. In Déeer2004, the FASB issued SFAS No0.123R, “Accounfimig Stock-Based CompensatiorSFAS No0.123R establist
standards for the accounting for transactions incvian entity exchanges its equity instruments goods or services. This Statement focuses primanilyaccounting fc
transactions in which an entity obtains employeeises in shardased payment transactions. SFAS No0.123R requiegghe fair value of such equity instruments bmgaize:
as expense in the historical financial statemestseavices are performed. Prior to SFAS No0.123R; oertain pro forma disclosures of fair value weequired. SFAS No.12:
shall be effective for small business issuers ab@beginning of the first interim or annual refray period that begins after December 15, 2005il@Pharma has issued opti
to employees recently, the adoption of this newoanting pronouncement is not expected to have anmahimpact on the consolidated financial statetaef Pharma during tl
calendar year 2006.

Pharma does not expect the adoption of any othmently issued accounting pronouncements to havigrafisant impact on their consolidated financiasition, results ¢
operations or cash flow.

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finanstalements, Pharma incurred recurring net losE84%414,197 and $4,620,664 in 2005 and 20@&spectively, and has
accumulated deficit of $24,160,864 as of Decemlie2805. These conditions raise substantial dosilbd #harma ability to continue as a going concern. Managerigetmying tc
raise additional capital through sales of convégtieebt and equity. The consolidated financialestaants do not include any adjustments that mightdmessary if Pharma
unable to continue as a going concern.

NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreemightthe University of Chicago (“University”jor the worldwide license to technology developédAegonne Nation:
Laboratory, a U.S. Department of Energy Laborat@perated by the University. In consideration fag titense, Pharma paid the University $57,742 aymdeal to issue 375,3
shares of its common stock. 187,688 shares valu&d@®075 were issued on February 20, 2004. In Beee 2004, the License Agreement was amended geaRfiarma e
exclusive, non-transferable worldwide license te tniversitys stem cell technology. In consideration for theeadment, Pharma paid the University an additiori&5$000
issued the University 55,000 shares of common stabtked at $352,000, bringing the total ownersHiPlearma by the University to 242,688 shares, agtegay the Universi
$1,500,000 on the earlier of October 30, 2005 anughe closing of a Pharma financing where proceedsgreater than $10 million and agreed to iskeeUniversity shares
Pharma common stock, including the shares alreaslyed, equal to 2.6% of the total outstanding nunabeshares after conversion of the 15% exchangeabhvertibl
subordinated promissory notes upon the later offitisé financing or November 30, 2005 and afteuasce of any and all equity in the form of stockte close of the fir
financing.

In June 2005, 274,836 shares of common stock wsteed to the University of Chicago per the terma lidense agreement. These shares were record863064.
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In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor®d®9,434.
By amendment dated October 31, 2005 Pharma ardriiversity agreed to extend the date upon whichsth&00,000 to April 30, 2006.

In June of 2004, Pharma paid $50,000 to The Unityeo$ Texas MD Anderson Cancer Center for an aptio negotiate a licensing agreement for the uggedpheral blood ste
cells for cardiac regeneration. This option to riege the licensing agreement expired on Septer2be?004 and the non-refundable fee of $50,000wvaten off during 2004.

NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atéeber 31, 2005:

Description Life Amount

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

Amortization expense totaled $1,637,129 and $231li@6iscal 2005 and 2004, respectively.
NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2005:

Description Life Amount

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

Depreciation expense totaled $98,080 and $13,058dal 2005 and 2004, respectively.
NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferredassets and liabilities are determined based @expected future tax consequences of temporaerelfces between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes. Duringdi®005 and 2004, Pharma incurred net lossestheckfore, has no tax liabilit
The net deferred tax asset generated by the logsfecaward has been fully reserved. The cumulatiee operating loss carry-forward is approximatlg,000,000 at December
31, 2005, and will expire in the years 2024 thro@ga5.
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At December 31, 2005, deferred tax assets consigtér following:

Deferred tax assets

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

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasuediconvertible notes to investors totaling $6,824. In March 2005, 451,688 shares of common stattka relative fair
value of $999,074 were issued to note holderseis dldlditional shares for their subscription inwesit in Pharma. In June 2005 a total of $6,650¢®r@prised of the principal of
the notes of $6,124,859 and accumulated intere®$25,513, which accrued at a rate of 15% per anmas exchanged for 4,433,598 units at $1.50 paresftach unit is
comprised of one share of common stock and thneerate types of warrants to purchase a total & &hares of common stock as stated below. In additi,224,977 shares of
Common Stock were issued in consideration for theesder of the rights to the Bridge Warrants h®ldhe note holders. All of the Bridge Notes aniiBe Warrants were
exchanged so that none are now outstanding.

» Warrants: In connection with the bridge note exdeaand private placement offerings in June and thuBe separate types of warrants to purchaseabao®.75 shares
common stock were issued as follows: (i) a Serie&/@rant which expired on February 17, 2006; (iBexies B Warrant for onlealf of a share with an exercise prict
$2.90 which expires on October 17, 2006; (iii) an8eries C Warrant for one share with an exeraise pf $4.00 that expires on May 25, 2010.

« Pharma analyzed the convertible notes and the wiarfar derivative accounting consideration undeAS 133 and EITF 009. Pharma determined the embec
conversion option in the convertible notes andwaerants met the criteria for classification incitholders equity under SFAS 133 and EITF1®-Therefore, derivati
accounting was not applicable for these convertibles payable or their associated warrants.

NOTE 8 - NOTE PAYABLE

Note payable consists of the followir

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

NOTE 9 - COMMITMENTS AND CONTINGENCIES
After purchasing Opexa, Pharma assumed an eigm@enh operating lease from Opexa for a researdhityad he lease commenced in June 2003 and wagalegpire in
November 2004. Pharma extended the lease initaiy March 31, 2005 and extended it again untpt®mber 30, 2005. Pharma terminated the lease wbérc7, 2005 an

entered into a ten-year lease with a new landldittivcommenced on October 1, 2005.
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Future minimum lease payments under the non-caidelbperating lease are $72,474 for 2006, $117at72007, $137,196 for 2008, $139,782 for 20094 %540 for 2010 and
$731,883 for thereafter

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

NOTE 10 - EQUITY

During 2003, Pharma sold 5,250,000 shares of constawk for $1,000.
In April 2003, 1,706,250 shares were reacquireds&25 and canceled.

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

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

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

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

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

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

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

During 2004, there were additional contributionsapital of $2,704,351 relating to the discountatlig to notes payable from warrants, beneficialveosion features attached to
convertible notes.

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

In June 2005, Pharma sold 3,387,217 shares of canstock with 9,314,868 warrants for $5,080,826. Magrants have exercise prices ranging from $2itar®l expire in seven
months to four years. The relative fair value &f tommon stock is $886,913 and the relative fdirevaf the warrants is $4,198,913. Offering co$t$484,262 related to shares
issued were charged to additional paid in capital.
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In July 2005, Pharma sold 507,292 shares of constawk with 1,395,053 warrants for $760,943. Therawzts have exercise prices ranging from $2 to $4expire in seven
months to four years. The relative fair value & tommon stock is $216,801 and the relative fdirevaf the warrants is $544,137. Offering cost$&f,290 related to shares
issued were charged to additional paid in capital.

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

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

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

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

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

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

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

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

NOTE 11 - STOCK OPTIONS AND WARRANTS

In 2004 Pharma adopted the 2004 Stock Option Ptha Plan”). The Plan provides for the grantingstdck options to employees and consultants of Paarm

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

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

During 2004, 965,000 options were granted to emgégy 200,000 warrants were granted to consultadtd @27,993 warrants were granted to investoetadlto the convertible
notes.
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Stock Options:

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

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

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

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

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

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

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

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

In April 2005, warrants to purchase 20,000 shafé@oonmon Stock were issued to a consultant at ancése price of $3.00 per share of which one thfrthe warrants vest on the
first anniversary date, one third of the warrargsts on the second anniversary date, and the remaine third of warrants vests on the third anrgaey date. These warrants h
a fair value of $83,562, of which $27,854 has bexgrensed during 2005.
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In June 2005, warrants to purchase 175,000 sha@smmon Stock were issued to four consultantsaeercise price of $4.00 per share. One thirdhefwtarrants vested
immediately, one third of the warrants vest onfttst anniversary date, and the remaining one thfrthe warrants vests on the second anniversaey @hese warrants have a fair
value of $467,120, of which $84,813 has been exgudsring 2005.

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

In July 2005, warrants to purchase 460,846 shdr€ommon Stock were issued to several brokeragesfas the offering costs and commissions for Phasrfancing activitie:
at an exercise price of $1.50 per share. Theseantarhave a fair value of $2,197,162 and vest imatelg.

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

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

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

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

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

Summary information regarding options is as follows

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 2003:
Granted - $ - 150,000 $ .AC
Outstanding at December 31, 2003 - - 150,00 .1C
Year ended December 31, 2004:
Granted 965,00( 3.17 1,627,99: 2.2
Outstanding at December 31, 2004 965,00( 3.17 1,777,99: 2.2
Year ended December 31, 2005:
Granted 630,50( 1.57 25,041,28. 2.8¢
Forfeited and cancelled (41,667 4.2¢ (2,642,75)) 2.4t
Outstanding at December 31, 2005 1,553,83. $ 2.4¢ 24,176,52 $ 2.8E
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Options and warrants outstanding and exercisabdé Becember 31, 2005:

Exercise Remaining Options Options Warrants Warrants
Price Life Outstanding Exercisable Outstanding Exercisable
$5.00 3 -4 year 53,33: 53,33: 50,00( -
4.00 4 -5 year: - - 8,504,10: 8,362,44
3.00 4 -5 year: 219,50( 63,33 145,00( 75,00(
3.00 3 -4 year 885,00( 395,00( 50,00( 16,66"
2.90 0.83 year - - 4,164,56 4,164,56
2.00 0.13 year - - 10,411,40 10,411,40
1.50 4 -5 year - - 468,94 8,10(
1.19 4 -5 year - - 215,00( -
1.15 4 -5 year - - 167,50( -
1.14 4 -5 year: 20,00( 6,667 - -
0.70 9 -10 year 376,00( - - -

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

NOTE 12 - PURCHASE OF OPEXA

On October 7,2004 Pharma entered into an agreement to acquioéthle outstanding stock of Opexa. The agreerolasied on November 5, 2004. Pharma issued Opexa
shareholders 2,500,000 shares of Pharma’s comrmok fir all of the outstanding stock of Opexa. of the 2,500,000 shares were put in escrowa fame-year period
pursuant to the escrow agreement. The balanceed®38,000 shares were issued to Opexa sharehatiddovember 2005. The acquisition was accountedifater the purchase
method, where all of Opexa'’s assets are restattétbinfair market value on the acquisition datbjck approximated book value. The 2,500,000 shair@harma were valued at
their then fair value of $23,750,000 or $9.50 pgears.
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Pharma acquired Opexa because Opexa holds rigteshinology to diagnose and treat multiple sclerdsiough modified autoreactive T cells and is ently in FDA Phase /1l
human dose ranging clinical trials to evaluatesifety and effectiveness in treating multiple szdés.

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

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

Current assets $ 55,38
Property, plant and equipment, net 639,16(
Intangible assets 23,991,12
Total assets acquired 24,685,67
Current liabilities 935,67!
Total liabilities assumed 935,67!
Net assets acquire $ 23,750,00

Of the $23,991,128 of acquired intangible asshtsfall amount is assigned to an inseparable gofygatents and licenses that cannot function indéeetly by themselves. The
weighted average useful life of the intangible gras of December 31, 2005 is approximately 15 years

NOTE 13 - STOCK PURCHASE AGREEMENT

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

NOTE 14 - SUBSEQUENT EVENTS

Pharma entered into a remodeling construction achto complete three Good Manufacturing PractiGdP”) production suites at its new facility. Therstruction contract plus
equipment purchased separately cost approxima&€l9,$00. The construction began October 1, 2005.

The construction of the GMP facilities was compdeite January and certified on March 20, 2006 akSah 7 facility.

The Series A Warrant issued to investors in conoeetith the bridge note exchange and private ptaa offerings in June and July of 2005 expired-ebruary 17, 2006.
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