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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10KSB/A

(Amendment No. 1)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF EFSECURITIES EXCHANGE ACT OF 192
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O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(Dlf @HE SECURITIES EXCHANGE ACT OF 19t

Commission File Number: 001-33004

Opexa Therapeutics, Inc.

(Exact name of small business issuer as specifiéd charter)

Texas 76-033316%
(State or other jurisdiction of incorporation oganization) (IRS Employer Identification No
2635 N Crescent Ridge Drive, The Woodlands, T¢ 77381
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(@it) 2729331
Securities registered pursuant to Section 12(bh@fAct: None

Securities registered pursuant to Section 12(gh®fAct: Common Stock

Check whether the Issuer is not required to fifores pursuant to Section 13 or 15(d) of the Exgleafct. O

Check whether the Issuer (1) has filed all repogtpiired to be filed by Section 13 or 15(d) of Securities Exchange Act of 1934 during the preagdid months (or fc
such shorter period that the registrant was reduwodile such reports) and (2) has been subjestith filing requirements for the past 90 days. ®&s NoO

Check if there is no disclosure of delinquent §lér response to Item 405 of RegulatioB $ not contained in this form, and no discloswik be contained, to the best
registrant’s knowledge, in definitive proxy or imfoation statements incorporated by reference it IRaf this Form 10-KSB or any amendment to tRisrm 10-KSB.X]

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). Yed]d No
Issuer’s revenues for the fiscal year ended DeceBthe2006: $0.

The aggregate market value of the voting and ndimgaommon equity held by naaffiliates of the Issuer as of November 5, 2007edaspon the average bid and as
price as of such date, was $13,389,953.
The Registrant’'s common stock outstanding as ofddaer 5, 2007, was 6,696,784 shares.
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Opexa Therapeutics, Inc. is filing this Amendmerat 8l on Form 10-KSB/A (the “Form 10-KSB/A") to anteour Annual Report on Form {or the fiscal year end:
December 31, 2006 (the “Report”) that was filedhwtie Securities and Exchange Commission (the “$B6™March 16, 2007. This Form KBB/A is being filed to replace P
I, Items 6 and 7.

On November 2, 2007, Opexa filed its quarterly réfor the period ended September 30, 2007. As shiomits financial statements, Opexa has negatagh dlow:
provided by its operating activities and has a dzalance of $5.8 million as of September 30, 20@ickvis not sufficient to fund its operations fbetnext twelve months. The
conditions raise substantial doubt as to Opexdility to continue as a going concern. Our ir@gfent accountants have added a going concernrpphatp their report on t
audited financial statements for the year endedeBser 31, 2006 and we have added a going concetndie (See footnote 15) to the financial statesiémt the yeaende«
December 31, 2006.

Pursuant to Rule 12b-15 under the Securities Exgdaict of 1934, as amended (the “Exchange Adtils Amendment No. 1 amends Item 6 and 7 in itgemtanc
contains new certifications pursuant to Rules 18add 15d-14 under the Exchange Act and Sectiono8@2e Sarbane®xley Act of 2002. Other than as set forth above tim
inclusion of new certifications pursuant to Rul@a1l4 and 15d-14 under the Exchange Act and Se8@@rof the Sarbanedxley Act of 2002, no other changes or amendmae
the Original Filing are being made.

This Amendment No. 1 contains only the sections extdbits to the Original Filing that are being arded, and those unaffected parts or exhibits aréenctuded hereil
This Amendment No. 1 continues to speak as of #te df the Original Filing and the Company hasupated the disclosure contained herein to refleents that have occuri
since the date of the Original Filing. Accordingtilis Amendment No. 1 should be read in conjunctigth the Companys other filings made with the Securities and Excje
Commission, and is subject to updating and suppi¢img as provided in the periodic reports that @enpany has filed and will file after the date loé tOriginal Filing with th
Securities and Exchange Commission.




ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLA N OF OPERATION

The following discussion of our financial condition and results of operations should be read in conjunction with the accompanying financial statements and the related
footnotes thereto.

Organizational History

We were incorporated in Texas in 1991 and in Ma@p40wne entered the biopharmaceutical business bui@eg an entity that held rights to treatmentsngsadul
multipotent stem cells derived from adult humanigfegral blood. From an accounting standpoint,shiesidiary is deemed the acquirer in a reverse enavbereby the parent
deemed the survivor of the reorganization. As socin financial statements are those of the suésidiln November 2004, we acquired Opexa Pharnigeds; Inc. which holc
rights to technology to an individualized T-celethpeutic technology for treating MS.

Critical Accounting Policies
General

The Consolidated Financial Statements and Not&€otwsolidated Financial Statements contain inforomathat is pertinent to this managememtiscussion and analysis. -
preparation of financial statements in conformityfmaccounting principles generally accepted in ltheted States requires management to make estnaai@ assumptions tl
affect the reported amounts of assets and liaslitind disclosure of any contingent assets anilitiedh Management believes these accountingcpsiinvolve judgment due
the sensitivity of the methods, assumptions anidhasés necessary in determining the related asseli@ility amounts. Management believes it hesreised proper judgment
determining these estimates based on the factsciacuimstances available to it at the time the estiam were made. The significant accounting paligiee described in t
Company's financial statements.

Principles of Consolidation

The accompanying consolidated financial statemefitthe Company include the accounts of its whollyned subsidiary. All significant intercompany aonts an
transactions have been eliminated.

Long-Lived Assets

Longdived assets (i.e., intangible assets) are reviefwe@mpairment whenever events or changes in oistances indicate that the net book value of tlsetanay not t
recoverable. An impairment loss is recognizedhd@ sum of the expected future cash flows (undisaliand before interest) from the use of the asskess than the net bc
value of the asset. Generally, the amount of thygairment loss is measured as the difference betwe= net book value of the asset and the estinfatedalue of the relate
asset. Management does not believe any assetsmgaeed at December 31, 2006.

Revenue
We did not receive any revenue in 2005 and 2006danabt expect any revenue in 2007.
Intellectual Property

As of December 31, 2006, we had $28,256,772 ofléual property, $23,991,128 of which resultednfr the acquisition of Opexa, $4,028,204 which peet to th:
consideration paid to date to the University ofd@lgio for the worldwide license to technology depelb at Argonne National Laboratory, $112,440 sipayable to the Universi
of Chicago accrued at September 30, 2006 for 21s628es of common stock, and $125,000 paid to hiamghai Institute for Biological Science, China Aemy of Science of tl
Peoples Republic of China whereby it acquired an exclesivorldwide license for the intellectual propertghts and research results of an autologous T w@ttine fo
rheumatoid arthritis. Of the $23,991,128 of acctiiitangible assets, the full amount is assigneahtinseparable group of patents and licensesc#matot function independen
by themselves. The weighted average useful lifhefintangible group as of December 31, 2006 @pmately 17 years. The weighted average usiééubf the University o
Chicago license is approximately 17 years. Acdabted amortization for the Intellectual Propertyoiecember 31, 2006 is $3,533,569. In April 2606 Company obtainec
fairness opinion from an independent investmenkivanfirm with respect to the Opexa acquisition @hdre was no impairment at that time. In accocdanith FAS 144, tt
Board authorized an update to this impairment amiglgs of December 31, 2006 and it was determimetdo impairment existed.




Accounting for Derivative | nstruments

Statement of Financial Accounting Standard (“SFASDY. 133, “Accounting for Derivative InstrumentsdaHedging Activities,”as amended, requires all derivatives t
recorded on the balance sheet at fair value. THeseatives are separately valued and accountedrfayur balance sheet. Fair values for securitiedet! in the open market ¢
derivatives are based on quoted market prices. Bimarket prices are not readily available, faiueal are determined using market based pricing readebrporating readi
observable market data and requiring judgment atithates.

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

In September 2000, the Emerging Issues Task FOEI&R") issued EITF 09, "Accounting for Derivative Financial Instrumsrihdexed to and Potentially Settled i
Company's Own Stock," ("EITF 009") which requires freestanding contracts thatsatled in a company's own stock, including commimtk warrants, to be designated a
equity instrument, asset or a liability. Under tirevisions of EITF 0QL9, a contract designated as an asset or a liahilitst be carried at fair value on a company'srizaahee
with any changes in fair value recorded in the canys results of operations. A contract designate@dn equity instrument must be included withinitggand no fair valu
adjustments are required. In accordance with EITA® in June 2006, we determined that certain oudistg warrants to purchase our common stock shbalgeparate
accounted for as liabilities. We had not classitieglse derivative liabilities as such in our hitak financial statements. In order to reflect #nebanges, we restated our finar
statements for the year ended December 31, 200éctwd the fair value of these warrants on ourrm@asheet and record unrealized changes in thewvaluthese derivatives
our consolidated statement of operations as “Aass) on derivative liabilities.”

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

In December 2006, the FASB issued FASB Staff RasiNo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF 00-19-2). EITF 00-A&ddresses
issuers accounting for registration payment arrangeménsgpecifies that the contingent obligation to mdlture payments or otherwise transfer considmmatnder a registrati
payment arrangement, whether issued as a sepgragngent or included as a provision of a finanicisfrument or other agreement, should be separatetygnized and measu
in accordance with FASB Statement No. 5, AccounfargContingencies. The guidance in EITF 002.@mends FASB Statements No. 133, Accounting foivagve Instrument
and Hedging Activities, and No. 150, Accounting @ertain Financial Instruments with Characteristi€®oth Liabilities and Equity , and FASB Interfagion No. 45, Guaranta’
Accounting and Disclosure Requirements for Guaesjtdncluding Indirect Guarantees of Indebtednes®©Others, to include scope exceptions for regigtratpaymer
arrangements. EITF 00-1B-also requires additional disclosure regarding fa&ure of any registration payment arrangementsrnative settlement methods, the maxin
potential amount of consideration and the curramtying amount of the liability, if any. This EITiE effective immediately for registration paymentaagements and the financ
instruments subject to those arrangements thatmatered into or modified subsequent to the datessfe of this EITF. For registration payment aremgnts and financi
instruments subject to those arrangements that emered into prior to the issuance of this ElTHs tis effective for financial statements issuedffscal years beginning afi
December 15, 2006, and interim periods within thitseal years. The impact of implementing EITFI®2 in the fiscal year 2007 will result in a cumwatieffect of a change
accounting principle with a credit to beginningaieed earnings of $6,656,677 and a reversal ofange amount to the derivative liability account.




Results of Operations and Financial Condition
Net Sales.
We recorded no sales for the twelve months endeember 31, 2006 and 2005.
General and Administrative Expenses

Our general and administrative expenses duringhiledve months ended December 31, 2006, was $5,481a8 compared to $6,259,075 for the twelve moetide!
December 31, 2005. The decrease in expenses isodaecombination of factors including a decreasestotk compensation expenses, professional sefees and overhe
expenses in 2006. General and administrative exgecsnsist primarily of salaries and benefits, lstmmmpensation expense, office expense, profedssemaices fees, and ot!
corporate overhead costs. We anticipate incraasgsneral and administrative expenses as we agntim develop and prepare for commercializatioawftechnology.

Research and Devel opment Expense

Research and development expense was $7,612,93Refdwelve months ended December 31, 2006, as a@dpo $4,183,356 the twelve months ended Deceib
2005. The increase in expenses was primarily dube costs of the Phase I/ll and Phase llb clirtitals for Tovaxin™ and research and developmergupport of preslinical
diabetes stem cell therapies. We have made aretetgcontinue to make substantial investmentesearch and development in order to develop anllenaur technology. W
expense research and development costs as inclRregerty, plant and equipment for research angldpment that has an alternative future use istalaged and the relat
depreciation is expensed as research and develdpusts. We expect our research and developmegreénse to increase as we continue to invest in gweldpment of ot
technology.

Interest Expense

Interest expense was $984 for the twelve monthe@imecember 31, 2006 compared to $7,323,851 famtbkre months ended December 31, 2005. Intesgerese durin
2005 was due to notes payable that were outstarehirigg the second quarter of 2005 which were syisetly converted into equity in June 2005, resglin acceleration of tl
amortization of the discount related to the notes.

Interest Income

Interest income was $688,299 for the twelve moetided December 31, 2006 compared to $81,930 éotwtalve months ended December 31, 2005. Thedserwas dt
to the investment of the cash proceeds from a 20@@y financing in short term and cash equivalenéstments.

Gain (Loss) on Derivative I nstruments Liabilities, net.

The Company recognized a gain on derivative insémisiof $104,978 for the twelve months ended Deeer@b, 2006 compared to $3,896,841 for the twelvatits ended
December 31, 2005. The decrease is a result afe¢henrealized (non-cash) change in the fair vafugur derivative instrument liabilities.

Net Loss

We had net loss for the year ended December 315,200514,056,407 or ($2.61) per share (basic aluted), compared with a net loss of $15,517,35¢$6r90) per sha
(basic and diluted), for the twelve months endedddeber 31, 2005.




Liquidity and Capital Resources

Historically, the Company has financed its operai@rimarily from the sale of its debt and equigcwwities. As of December 31, 2006, the Company ¢esh, cas
equivalents and marketable securities of approétpa15 million.

We used approximately $11.0.million of cash for mpeg activities for the year ended December 3N62compared to approximately $6.2 million for #@me period «
2005. The increase in use of cash is primarily tuan increase in research and development exjpeeslirelated to the clinical trials for our Tovatherapy for MS and tl
purchase of marketable securities.

Capital expenditures were approximately $0.6 millia 2006 and consisted primarily of laboratory ipquent and leasehold improvements related to thestcaction o
manufacturing facilities.

Our financing activities generated approximatelyl 82million for the year ended December 31, 200&@spared to approximately $8.2 million for the saperiod c
2005. In both periods, the cash generated froanfig activities resulted from the sale of Comrtock in equity financings.

Our current burn rate is approximately $1 millicer pnonth excluding capital expenditures. Withdet proceeds of this offering, we would need toeraidditional capital -
fund our working capital needs beyond the firstrtgraof 2008. Currently, we have determined tfiaté do not raise additional funds, there is a eoncabout our ability 1
continue our operations and our independent aceatsthave added a going concern paragraph torgart on the audit financial statements for tharyended December !
2006.

Contractual Commitments
A tabular disclosure of contractual obligation®atember 31, 2006, is as follows:

Payments Due by Period

More than 5
Total Less than 1 yea 1 -3 years 3 - 5years years
Operating Lease $ 1,274,170 $ 117,77:  $ 276,97t % 295,08( $ 584,34
Consulting and Research Agreements $ 142,646.! $ 142,14 % 50C $ =8 =
Total $ 1,416,82. $ 259,92: $ 277,47 $ 295,08( $ 584,34:

Off-Balance Sheet Arrangements
As of December 31, 2006, the Company had no offiriid sheet arrangements.
Recent Accounting Pronouncements

Effective January 1, 2006, we adopted the provisiohStatement of Financial Accounting Standards N8R, “Share-Based Paymenthich establishes accounting
equity instruments exchanged for employee ser¥iée utilize the BlackScholes option pricing model to estimate the failue of employee stock based compensation at te
of grant, which requires the input of highly sultiiee assumptions, including expected volatility aexpected life. Further, as required under SFASRL28e now estima
forfeitures for options granted, which are not extpd to vest. Changes in these inputs and assumgpten materially affect the measure of estimaaé@dvilue of our sharbase!
compensation. These assumptions are subjectivg@mnerally require significant analysis and judgmientlevelop. When estimating fair value, some ef @&ssumptions will t
based on, or determined from, external data aner @bsumptions may be derived from our historigpkeeience with stockased payment arrangements. The appropriate we
place on historical experience is a matter of judgtmbased on relevant facts and circumstances.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

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

We have audited the accompanying consolidated balaheet of Opexa Therapeutics, Inc. (a developstage company), as of December 31, 2006 and l#tedeconsolidated
statements of expenses, changes in stockholdes#yeand cash flows for the years ended Decembg@16 and 2005 and the period from January 223 20@eption) through
December 31, 2006. These consolidated financitdmsiants are the responsibility of Opexa’s managén@ur responsibility is to express an opinion bese consolidated
financial statements based on our audits.

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 diofaged financial statements. An audit also inclidssessing the accounting principles used andisagr 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 stateteerferred to above present fairly, in all mate®spects, the consolidated financial positio®pexa as of December 31, 2006
and the consolidated results of its operationsi@nchsh flows for the periods described in conitywith accounting principles generally acceptedhie United States of Amerit

As discussed in Note 15 to the consolidated firgrstatements, the accompanying consolidated finbsatements have been prepared assuming thaiaQyik continue as a
going concern. Opexa requires significant amourtash in its operations and does not have sufficiash to fund its operations for the next twel@nths, which raises
substantial doubt about its ability to continueaagoing concern. Management’s plans regarding thagéers are also described in Note 15. The cafesteld financial statements
do not include any adjustments that might resoltfthe outcome of this uncertainty.

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

March 14, 2007
Except for Note 15 which is dated November 2, 2007
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED BALANCE SHEET

December 31,

2006
Assets
Current assett
Cash and cash equivalel $ 12,019,91
Investment in marketable securit 2,952,09!
Other current assets 472,88:
Total current asse 15,444,89
Intangible assets, net accumulated amortizatiddB8¢833,56¢ 24,723,20
Property & equipment, net accumulated amortizatib$395,284 1,361,37
Total assets $ 41,529,47
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 868,86
Stock payable 112,44(
Accrued expense 135,06
Note payable 1,500,001
Current maturity of long term de 14,08(
Derivative liability 6,656,67
Total current liabilities 9,287,12i
Long term liabilities:
Loan payable 96,24
Total liabilities 9,383,37!
Commitments and contingenci -
Stockholders' equity
Convertible preferred stock, no par value, 10,000 $hare: -
authorized, none issued and outstanc
Common stock, $0.50 par value, 100,000,000 sharts®azed, 3,348,35
6,696,784 shares issued and outstan
Additional paid in capita 63,118,18
Deficit accumulated during the development stage (34,320,43)
Total stockholders' equity 32,146,10
Total liabilities and stockholders' equity $ 41,529,47

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

General and administratiy

Depreciation and amortizatic

Loss on disposal of assets
Operating los:

Interest incom

Other income

Gain on derivative liability
Interest expense

Net loss

Basic and diluted loss per shi

Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF EXPENSES
Years ended December 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to Decemlye31, 2006

Inception
through
2006 2005 2006

$ 7,612,93 $ 4,183,350 $ 12,428,90
5,461,04 6,259,07! 14,206,46

1,818,79! 1,735,20! 3,818,82:

2,37¢ 22,81( 482,30¢
(14,895,15) (12,200,45) (30,936,51)

688,29¢ 81,93( 776,22:

46,45( 28,17« 77,00

104,97¢ 3,896,84. 4,001,81!
(984) (7,323,85) (8,238,96)

$ (14,056,40) $ (15,517,35) $ (34,320,43)

$ (2.67) $ (9.90 N/A

5,390,91! 1,564,83 N/A

See accompanying summary of accounting policies and
notes to consolidated financial statements
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Shares issued for ca
Shares repurchased and cance
Discount related tc
beneficial conversion featu
warrants attached to de
Net loss

Balances at December 31, 2(
Shares issued fo
cash
services
license
reverse merger with Sporti
acquisition of Opex:
additional shares attached
convertible deb
conversion of convertible not
Shares cancelle
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Net loss

Balances at December 31, 2(
Shares issued fo
cash, net of offering cos
convertible deb
debt
license
services
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Warrant expens

OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
Period from January 22, 2003 (Inception) through Deember 31, 2006

Transition of warrants from equity instrumentsibllity instruments -

Net loss

Balances at December 31, 2(

Shares issued fo
cash, net of offering cos
debt

Option expens

Warrant expens

Net loss

Balances at December 31, 2006

Additional
Common Stock Paid in Accumulated
Shares Par Capital Deficit Total

525,000 $ 262,500 $ (261,500) - % 1,00(
(170,62 (85,31%) 84,98¢ - (325)
- - 28,18( - 28,18(

- - 28,18( - 28,18(
- - - (126,00:) (126,00:)
354,37! 177,18 (120,157) (126,00:) (68,96¢)
2,25( 1,12¢ 7,87¢ - 9,00(
206,50( 103,25( 745,75( - 849,00(
24,26¢ 12,13 414,94( - 427,07!
99,74( 49,87( (197,607 - (147,737
250,00( 125,00( 23,625,00 - 23,750,00
16,10( 8,05( 280,31t - 288,36t
60,75( 30,37¢ 217,99 - 248,37(
(8,000 (4,000 4,00( - -

- - 855,84¢ - 855,84¢

- - 1,848,50: - 1,848,50:

- - 123,33: - 123,33:
- - - (4,620,66:) (4,620,66)
1,005,98. 502,99: 27,805,80 (4,746,66) 23,562,13
389,45: 194,72! 5,151,49; - 5,346,21
611,02¢ 305,51 7,343,93. - 7,649,441
2,30(C 1,15(C 159,85( - 161,00(
29,19« 14,59" 1,853,78 - 1,868,38.
24,00( 12,00( 1,000,401 - 1,012,401

- - 831,94« - 831,94«

- - 1,433,10i - 1,433,10

- - 2,487,74. - 2,487,74

- - 2,373,88! - 2,373,88!
- (10,658,49) - (10,658,49)
- - - (15,517,35) (15,517,35)
2,061,95! 1,030,97 39,783,45 (20,264,02) 20,550,40
4,600,00! 2,300,001 18,853,51 - 21,153,51
34,82¢ 17,37¢ 162,62t - 180,00

- - 2,749,61 - 2,749,61

- - 1,568,961 - 1,568,961
- - - (14,056,40) (14,056,40)
6,696,860 $ 3,348,35. $ 63,118,18 (34,320,43) $ 32,146,10

See accompanying summary of accounting policies and

notes to consolidated financial statements
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OPEXA THERAPEUTICS, INC.

(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2006 and 2005 and the

Period from January 22, 2003 (Inception) to Decemlye31, 2006

Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net ¢
used in operating activitie
Stock issued for servict
Stock issued for debt in excess of princi
Amortization of discount on notes payable «
to warrants and beneficial conversion feal
Unrealized gain on marketable securii
Amortization of intangible asse
(Gain) on derivative liability
Depreciatior
Debt financing cost
Option and warrant expen
Loss on disposition of fixed asst
Changes in
Accounts payabl
Marketable securitie
Prepaid expense¢
Accrued expense
Other assets

Net cash used in operating activit

Cash flows from investing activitie
Purchase of licens¢
Purchase of property & equipment
Net cash used in investing activiti

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

Net cash provided by financing activiti

Net change in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Cash paid for
Income tax
Interest

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

- warrants

- beneficial conversion featu

- stock attached to not
Fair value of derivative instrume
Stock payable

Inception
through
2006 2005 2006

$ (14,056,40) (15,517,35) (34,320,43)
- 1,012,401 1,861,401

- 109,07( 109,07(

- 5,516,63! 6,313,20!
(25,919 - (25,919
1,644,67: 1,637,12! 3,5633,56!
(104,97¢) (3,896,84) (4,001,81)
174,11 98,08( 285,25:

- 365,91( 365,91(

4,318,58: 4,861,62! 9,303,54!
2,37¢ 22,81( 482,30¢
359,39¢ 26,36( 444 ,56.
(2,926,18,) - (2,926,18)
(340,871) (88,185 (468,01))
(105,24() 23,65¢ (50,259)
- (388,21() (388,21()
(11,060,44) (6,216,91) (19,482,00)
(125,00() - (357,745
(619,14) (258,90:) (1,051,05)
(744,14 (258,907 (1,408,79)
21,153,522 5,346,21 26,509,73
- - (325)

110,32: 2,896,88! 6,464,91.
- (58,614 (63,614

21,263,84 8,184,48! 32,910,71
9,459,241 1,708,67: 12,019,91
2,560,661 851,99: -

$ 12,019,91 2,560,661 12,019,91
$ - - -
- - 42¢

$ - - 23,750,00
- - 147,73

- 1,868,38. 2,295,45!

- 525,51: 525,51:

- 6,159,61! 6,407,98

180,00( 17,17¢ 197,17t

- - 93,36¢

- 1,433,10: 3,309,791

- 831,94 1,715,97

- 999,07 1,287,441

- 6,761,65! 6,761,65!

112,44( - 112,44(

See accompanying summary of accounting policies and

notes to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

Opexa Therapeutics, Inc. (“Opexa”), was incorpatateTexas in March, 1991 as a bio-pharmaceuticaigany engaged in developing autologous personidiel therapies.
During the development stage, Opexa acquired thidwale license to technology developed at Argohagional Laboratory, a U.S. Department of Energhdratory Operated
by the University of Chicago (“Argonne”). This ia @xclusive license to a stem cell technology incivladult multi-potent stem cells are derived froranocytes obtained from
the patient’s own blood (the “License”). A patepphcation was filed in November 2003, with the téui States Patent and Trade Office regarding ttent#ogy involved in the
License.

On October 7, 2004, Opexa acquired all of the antlihg stock of Opexa Pharmaceuticals, Inc., aityethit has the exclusive worldwide license frorey®r College of Medicin
to an individualized T-cell therapeutic vacciney@gin™, which is in U.S. FDA Phase IIlb human clalitrials to evaluate its safety and effectiveriagseating multiple sclerosis.

Development Stage Company.The Company is considered to be in the Developrsiage as defined in Statement of Financial ActiogrStandards No. 7. The Company ha
revenues to date.

Basis of Presentation. In June 2006, the Company (i) changed its nan@piexa Therapeutics, Inc. from PharmaFrontiers Camgd (ii) effected a one-for-ten reverse common
stock split. All references to number of shared par share amounts reflect such split as if iuoed on the first day of the first period presenfehe consolidated financial
statements include the accounts of Opexa Theraseuiic. and its wholly-owned subsidiary, OpexarRteeuticals, Inc. Significant inteempany accounts and transactions t
been eliminated.

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

Use of Estimates in Financial Statement PreparatiarThe preparation of consolidated financial statem@ntonformity with accounting principles geneyadkcepted in the
United States of America requires management tceneakimates and assumptions that affect the repanm®unts of assets and liabilities, the disclosfieontingent assets and
liabilities at the date of the consolidated finahaitatements, and the reported amounts of reveaneeexpenses during the reporting period. Actesiiits could differ from those
estimates.

Cash, Cash Equivalents and Marketable Securities.For purposes of the statements of cash flow$ egsivalents include all highly liquid investmemtgh original maturities
of three months or less. Marketable securitiehige investments with maturities greater than timeaths but less than one year. The primary objestior the fixed income
investment portfolio are liquidity and safety ofrmmipal. Investments are made with the objectivadifieving the highest rate of return consisteti Wiese two objectives.
Opexas investment policy limits investments to certaipds of instruments issued by institutions prinyaniith investment grade credit ratings and plaessrictions on maturitie
and concentration by type and issuer.

Long-lived Assets. Property and equipment are stated on the basistmirical cost less accumulated depreciation.r®aption is provided using the straight-line metlower the
estimated useful lives of the assets. Major rengwatl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.
Impairment losses are recorded on ldingd assets used in operations when indicatompéirment are present and the undiscounted casls féstimated to be generated by ti
assets are less than the assets’ carrying amount.

Income Taxes. Income tax expense is based on reported earhifgse income taxes. Deferred income taxes reflectmpact of temporary differences between assals
liabilities recognized for consolidated financiaporting purposes and such amounts recognizedxguurposes, and are measured by applying enaotedtes in effect in years
which the differences are expected to reverse.
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Stock-Based Compensation.On January 1, 2006, Opexa began recording compensatpense associated with stock options and doiners of equity compensation in
accordance with Statement of Financial Accountiten8ards No. 123Rshare-Based Payment, as interpreted by SEC Staff Accounting Bulletin NO7. Prior to January 1, 2006,
Opexa had accounted for stock options accordiriegrovisions of Accounting Principles Board OpimiNo. 25Accounting for Sock Issued to Employees, and related
interpretations, and therefore no related compé@rsakpense was recorded for awards granted withtniasic value. Opexa adopted the modified prasipe transition method
provided for under SFAS No. 123R, and, consequghdye not retroactively adjusted results from ipperiods. Under this transition method, compensatost associated with
stock options recognized in the first quarter etil 2006 includes the quarterly amortization eglab the remaining unvested portion of all stoplian awards granted prior to
January 1, 2006, based on the grant date fair \edtimated in accordance with the original provisiof SFAS No. 123.

The following table illustrates the effect on ne$$ and net loss per share if Opexa had appliefhithealue provisions of FASB Statement No. 123tmck-based employee
compensation prior to January 1, 2006:

Inception through

2005 2006

Net loss as reporte $ (15,517,35) $ (34,320,43)
Add: stock based compensation determined u

intrinsic value based meth 2,487,74. 2,611,07.
Less: stock based compensation determined u

fair value based method (4,264,01) (4,417,37)
Pro forma net los $ (17,293,62) $ (36,126,73)
Basic and diluter

Net loss per common she $ (9.90 N/A

As reportec $ (11.10) N/A

Research and Development.Research and development expenses include saleeiated employee expenses, clinical trial expgn®search expenses, consulting fees, and
laboratory costs. All costs for research and dgwelent activities are expensed as incurred. Opepareses the costs of licenses of patents and tiseqution of patents until the
issuance of such patents and the commercializafioglated products is reasonably assured. Researtklevelopment expense for the year ended Dece3th2006 was
$7,612,932, as compared to $4,183,356 for the greded December 31, 2005.

Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFASt) 133, “Accounting for Derivative Instrumentsdadedging Activities,” as
amended, requires all derivatives to be recordetheralance sheet at fair value. Opexa’s derieatare separately valued and accounted for onadante sheet. Fair values for
securities traded in the open market and derivatiare based on quoted market prices. Where marikesgare not readily available, fair values areedrined using market based
pricing models incorporating readily observable keadata and requiring judgment and estimates.

The pricing model Opexa used for determining failues of its derivatives is the Black Scholes Rgdlodel. Valuations derived from this model argjsat to ongoing internal
and external verification and review. The modelsusgrket-sourced inputs such as interest ratehaege rates and option volatilities. Selectionhefse inputs involves
management's judgment and may impact net income.

In September 2000, the Emerging Issues Task FUEER") issued EITF 00-19, "Accounting for Derivedi Financial Instruments Indexed to and Potenti@#ytled in, a
Company's Own Stock," ("EITF 00-19") which requifesmestanding contracts that are settled in a coyipawn stock, including common stock warrantdealesignated as an
equity instrument, asset or a liability. Under ghevisions of EITF 00-19, a contract designatedraasset or a liability must be carried at faiueabn a company's balance sheet,
with any changes in fair value recorded in the canys results of operations. A contract designatedn equity instrument must be included withinitygand no fair value
adjustments are required.
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In December 2006, the FASB issued FASB Staff Rmsifo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF 00-19-2). EITF 00-19-2raddes an
issuer’s accounting for registration payment areamgnts. It specifies that the contingent obligatmmake future payments or otherwise transfer idenation under a registration
payment arrangement, whether issued as a separaenzent or included as a provision of a finanicisirument or other agreement, should be separsgetgnized and measured
in accordance with FASB Statement No. 5, AccountargContingencies. The guidance in EITF 00-19-2ads FASB Statements No. 133, Accounting for Deéireanstruments
and Hedging Activities, and No. 150, Accounting @ertain Financial Instruments with Characteristitboth Liabilities and Equity, and FASB Interpagon No. 45, Guarantor’s
Accounting and Disclosure Requirements for Guaes)tincluding Indirect Guarantees of Indebtednétloers, to include scope exceptions for regigtrapayment
arrangements. EITF 00-19-2 also requires additidisgllosure regarding the nature of any registrgpiayment arrangements, alternative settlementadsttthe maximum
potential amount of consideration and the currantying amount of the liability, if any. This EITE effective immediately for registration paymenaagements and the financial
instruments subject to those arrangements thatrgezed into or modified subsequent to the datssafe of this EITF. For registration payment aremngnts and financial
instruments subject to those arrangements that ereezed into prior to the issuance of this EIT#s ts effective for financial statements issuedffecal years beginning after
December 15, 2006, and interim periods within tHigseal years. The impact of implementing EITF D82 in the fiscal year 2007 will result in a curtiNe effect of a change in
accounting principle with a credit to beginningaieed earnings of $6,656,677 and a reversal oféinge amount to the derivative liability account.

Recently Issued Accounting Pronouncements.

In February 2006, the FASB issued SFAS 155, "Actiagrfor Certain Hybrid Financial Instruments," whiamends SFAS 133, "Accounting for Derivative fastents and
Hedging Activities" and SFAS 140, "Accounting forahsfers and Servicing of Financial Assets andrigxtishments of Liabilities." SFAS 155 simplifieethccounting for certa
derivatives embedded in other financial instruméaytallowing them to be accounted for as a whotbefholder elects to account for the whole insgnton a fair value basis.
SFA 155 also clarifies and amends certain othevipians of SFAS 133 and SFAS 140. SFAS 155 is @ffedor all financial instruments acquired, issu@dsubject to a
remeasurement event occurring in fiscal years Iméginafter September 15, 2006 and is thereforeiredjto be adopted by the Company as of Octob2006. Management is
still evaluating what effect this will have on tB@mpany’s financial statements.

In July 2006, the FASB issued Interpretation No.(B8\ No. 48), "Accounting for Uncertainty in Incamlaxes." This interpretation requires recognitéma measurement
uncertain income tax positions using a "more-likisignnot" approach. FIN No. 48 is effective for fiscaays beginning after December 15, 2006. Managemaestill evaluatin:
what effect this will have on the Company’s final@tatements.

In September 2006, the FASB issued SFAS 1Fajr‘Value Measurements." This standard defines\alue, establishes a framework for measuring ¥alue in generall
accepted accounting principles, and expands disidosbout fair value measurements. This statenseefféctive for financial statements issued focdlsyears beginning aft
November 15, 2007. Early adoption is encourageé. ddoption of SFAS 157 is not expected to have tenahimpact on the financial statemer

There were various other accounting standardsraedoretations issued during 2006 and 2005, nomehath are expected to have a material impact erCthmpany’s
consolidated financial position, operations or cishs.

NOTE 2 — MARKETABLE SECURITIES

At December 31, 2006, Opexa invested $10.9 miliioim A-1/P-1 commercial paper, of which $2.9 naiiiis invested in marketable securities, and $3lomis invested in a
money market account with an average market yie&138% and average time to maturity of 1.32 montimerest income of $688,299 was recognizedHertivelve months
ended December 31, 2006 in the consolidated statsmé expenses.
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NOTE 3 — LICENSE AGREEMENTS

University of Chicago License Agreement

In 2004 Opexa entered into an agreement with thigddsity of Chicago (“University”) for the worldwillicense to technology developed at Argonne Natibaboratory, a U.S.
Department of Energy Laboratory Operated by thevehsity. In consideration for the license, Opexalphe University $57,742 and issued 237,188 shaaksed at $1,199,706.
In December 2004, the License Agreement was amegideding Opexa an exclusive, non-transferable dvaide license to the University’s stem cell techogyl. In consideration
for the amendment, Opexa paid the University antmadl $175,000, issued the University 5,500 sharecommon stock valued at $352,000, agreed tdlmayniversity
$1,500,000 on October 30, 2005 and agreed to tsmudniversity shares of Opexa common stock, inolyithe shares already issued, equal to 2.6% dbtiaéoutstanding
number of shares after conversion of the 15% exgbalnle convertible subordinated promissory noteduhe 2005, 27,484 shares of common stock wareds® the University
of Chicago per the terms of a license agreemergs&lshares were recorded at $867,064. In Augu$t, 20010 shares of common stock were issued tttineersity of Chicago
per the terms of a license agreement. These shamesrecorded at $109,434. In October 2006, the0®1000 cash payment obligation was extended Aptil 30, 2007 and (ii)
the obligation to issue 21,623 shares of Opexaisnson stock issuable was extended until April 3@72Qvith $112,440 accrued at December 31, 2006.

Shanghai I nstitute for Biological Science License Agreement

In January 2006, Opexa acquired an exclusive wade\cense for the intellectual property rightslaesearch results of an autologous T cell vacimineheumatoid arthritis from
the Shanghai Institute for Biological Science, Ghikcademy of Science of the People’s Republic ah&hIn exchange for a payment of $125,000 andggaed running royalty
from the sale of commercialized products, Opexeixes all information and data related to all dalitrials on all patient controls and patientshwhieumatoid arthritis with the T
cell vaccine. This includes all clinical, cell prtoement and manufacturing protocols, completeepatiata sheets, all laboratory materials, metlhodsresults and manufacturing
records and documents and any other data relatie totellectual property. The first payment untter license occurred in April 2006 upon the deljvef materials pursuant to
the terms of the licensing agreement. Opexa aneartizis intangible asset over its life of 19 yemrd as of December 31, 2006 the intangible asseahainamortized balance of
$120,311.

NOTE 4 — INTANGIBLE ASSETS

Intangible assets consisted of the following atéeber 31, 2006:

Description Life Amount
University of Chicago license (see Note 17 years $ 4,140,64
Opexa intangible group (see Note 15 years 23,991,12
Rheumatoid arthritis license (see Note 2) 19 years 125,00(
Subtotal 28,256,77
Less: accumulated amortization (3,533,56)
Intangible assets, net $ 24,723,20

The Company believes that patent rights form oniésahost valuable assets. Patents and patentcafiphs are a key currency of intellectual propeggpecially in the early stage
of product development, as their purchase and examice gives the Company access to key productagenent rights from Opexa’s academic partners. ddmapany amortizes
its patent and license costs over a period of 1Btgears. These intangible assets are reviearaichpairment whenever events or changes in cirtantgs indicate that the
carrying amount may not be recoverable. If the sfithe expected undiscounted cash flows is legs i carrying value of the related asset or gafugssets, a loss is recogni:
for the difference between the fair value and teying value of the related asset or group oftas3éne Company expenses payments made to leged firat are engaged in fili
and protecting rights to intellectual property aights for our current products in both the domeatid international markets. Amortization expeiosaled $1,644,678 and
$1,637,129 in fiscal 2006 and 2005, respectively.
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NOTE 5 — PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2006:

Description Life Amount

Computer equipmet 3 years $ 134,02:
Office furniture and equipmel 3-10 years 220,11:
Software 3-5 years 46,08¢
Laboratory equipmer 3-10 years 912,70¢
Leasehold improvements 10 years 443,72
Subtotal 1,756,66

Less: accumulated depreciation (395,28
Property and equipment, net $ 1,361,37

Property and equipment is carried at cost lessmuatated depreciation. Depreciation is calculatedheystraight-line method over the estimated udé&ubf three to ten years,
depending upon the type of equipment, except fsdbold improvements which are amortized usingttaght-line method over the remaining lease terrthe life of the asset,
whichever is shorter. The cost of repairs and neaianbce is charged as an expense as incurred. Dfmeexpense totaled $174,117 and $98,080 im[fi3806 and 2005,
respectively.

NOTE 6 — INCOME TAXES

Opexa uses the liability method, where deferredasets and liabilities are determined based omstpected future tax consequences of temporargréifices between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes.

At December 31, 2006, for federal income tax ameraative minimum tax reporting purposes, the Camydead approximately $31,383,048 of unused netaipey losses
available for carryforward to future years. The dfigrfrom carryforward of such net operating losaels expire in various years through 2026. Untlex provisions of Section 3¢
of the Internal Revenue Code, the benefit fromaailon of approximately $5,650,429 of net opemuimsses incurred prior to October 7, 2004 wasifggmtly limited as a result
of the change of control that occurred in connectidth the Company’s acquisition of Opexa. The ligrweuld be subject to further limitations if sidisant future ownership
changes occur in the Company.

At December 31, 2006, deferred tax assets consigtérd following:

NOL @ 12/31/0¢ $ (21,540,24)
Net loss- 2006 $ (14,056,40)
Subtotal (35,596,65)
Derivative (gain) los: (104,979
Option expens 2,749,61
Warrant expense 1,568,961
NOL @ 12/31/0¢ (31,383,04)
Estimated tax rate X 34%
Deferred tax asst (10,670,23)
Valuation allowance 10,670,23

Net deferred tax ass $ -
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NOTE 7 — THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Opexedsonvertible notes to investors totaling $6,838, In March 2005, 45,169 shares of common stdtk avrelative fair
value of $999,074 were issued to note holderseis dldditional shares for their subscription inwesnt in Opexa. In June 2005, a total of $6,650&¥8@prised of the principal of
the notes of $6,124,859 and accumulated intere®52$,513, which accrued at a rate of 15% per anmas exchanged for 443,360 shares of common s@eks A and Class B
warrants that expired in 2006, and Class C warranpairchase 1,110,548 shares at an exercise @20 per share.

Opexa analyzed the convertible notes and the wiarfanderivative accounting consideration undeASHA.33 and EITF 00-19. Opexa determined the emlzbddeversion option
in the convertible notes met the criteria for cifisation in stockholders equity under SFAS 133 &idF 00-19. Therefore, derivative accounting wasapplicable for these
convertible notes payable. See Note 13 for a dson of the accounting for the warrants.

NOTE 8 — NOTE PAYABLE
Note payable consists of a note in the amount (§(L000 payable to the University of Chicago, sedby license, no interest and due April 30, 208@e Note 3 for detail

Loan payable consists of an equipment line of up280,000 with Wells Fargo of which $110,322 watstanding as of December 31, 2006. This loan hasterest rate of 7.61¢
per annum, matures in May 2011 and is secured Bx®sp furniture and equipment purchased with tle@ lproceeds.

NOTE 9 — COMMITMENTS AND CONTINGENCIES
Office Lease

In October 2005, Opexa entered into a ten-yeaeléasits office and research facilities. Ther@,500 sq. ft. of space still available for futimgld-out. The facility including the
property is leased for a term of ten years with bptions for an additional five years each at ttentprevailing market rate. Future minimum leasgnpents under the non-
cancellable operating lease are $117,774 for 28037,196 for 2008, $139,782 for 2009, $147,54@fk0, $147,540 for 2011 and $584,343 for years 202D15. Rent expense
for 2006 was $136,153 and $178,963 for 2005.

Contract Research Organization Agreement

In September 2006, Opexa engaged PharmaNet, Lt@ntaact research organization focused on managingal nervous system trials to provide it withvéees in connection
with its Phase Ilb clinical trial. An initial prpayment of $400,000 was made to PharmaNet, LLCpinl 2006, of which $133,334 remains as a prepaidrice as of December
31, 2006. An additional $235,000 payment was niad®ctober representing an advance for investigatant expenses, of which $191,329 remains a ptdgdance as of
December 31, 2006.

NOTE 10 - EQUITY

During 2003, equity related transactions were Hevis:
- 525,000 shares of common stock were sold for $1,000

- 170,625 shares were reacquired for $325 and cahcele

- Additional contributions to capital of $56,360 réied from the discounted value to notes payabletdwearrants and beneficial conversion featureschttd to
convertible notes was issued in 20

During 2004, equity related transactions were Hevis:
- 2,250 shares of common stock were sold for $9,000.

- 206,500 shares of common stock valued at their thiewvalue of $849,000 were issued to employeescamsultants for their services.

- 24,269 shares of common stock valued at their thiervalue of $427,075 were issued to the UnivgrsftChicago per the terms of a license agreengee. Note 2 for
details.
— 99,740 shares of common stock were issued foriatgtities of $147,733 pursuant to the 2004 reoigaiion.

- 250,000 shares of common stock valued at their thievalue of $23,750,000 were issued to OpexaiRbaeuticals, Inc., shareholders. See Note 12dtaild.
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16,100 shares of common stock with a relativevaiue of $288,366 were issued to note holderseis éldditional shares for their subscription invesint.
60,750 shares of common stock were issued to ratiets for the conversion of $248,370 of princigadl interest from convertible notes.
8,000 shares of common stock were cancelled putrsodhe terms of an employment separation agreemen

Additional contributions to capital of $2,704,3%sulted from the discounted value to notes payfbie warrants, beneficial conversion features &ttacto convertibl
notes.
Employee stock option expense was $123,333 for 2004

During 2005, equity related transactions were Hei:

389,451 shares of common stock with warrants telmse 1,070,993 shares were sold for $5,841,76@.rdlative fair value of the common stock is $8,704 and th
relative fair value of the warrants is $4,748,00%ering costs of $495,552 related to shares issue@ charged to additional paid in capi
45,168 shares of common stock with a relativevfaiue of $999,074 were issued to note holderseis ddditional shares for their subscription invesnt.

565,858 shares of common stock were issued tohwiters for the conversion of $6,124,859 of priatipnd $525,513 interest from convertible notes.

2,300 shares of common stock valued at their faliney of $161,000 were issued to note holders fectnversion of $51,930 of principal and interestf the notes.
29,194 shares of common stock were issued to ttieetsiity of Chicago per the terms of a license agrent. These shares were recorded at $1,868,384.
24,000 shares of common stock valued at theinvlire of $1,012,400 were issued to consultantgheir services.

Additional contributions to capital of $2,265,0%2ating to the discounted value to notes payaloe fiwarrants, beneficial conversion features atta¢beonvertible
notes.
Employee stock option expense was $2,487,741 18520

Warrant expense was $2,373,888 for 2005.
Transition of warrants from equity instrumentsitbllity instruments in the amount of $10,658,49%swecorded. See Note 13 for details.

During 2006, equity related transactions were Heis:

In March 2006, 34,829 shares of common stock wenaed to settle an outstanding accounts payalthe iamount of $180,000.

In April 2006, Opexa sold 4,600,000 shares of asymon stock and warrants to purchase 2,300,00@slefiOpexa’s common stock for $23,000,000. Opexd p
$1,846,481 for the commissions and fees relatedisooffering and granted to its brokers warrantpuirchase 213,720 shares of common stock at anisxerice of
$5.00 per share. These warrants are not callablédvave a cashless exercise opt

Employee stock option expense was $2,749,617 106620

Warrant expense was $1,568,966 for 2006.

NOTE 11 — STOCK OPTIONS AND WARRANTS

In 2004, Opexa adopted the 2004 Stock Option Ptae Plan”) for the granting of stock options to@pyees and consultants of Opexa. Options gramelér the Plan may be
either incentive stock options or nonqualified &toptions. The Board of Directors has discretiodétermine the number, term, exercise price antingesf all grants.

Employee Stock Options:

During 2004, options to purchase 96,500 shares gremeted to employees at exercise prices rangarg $30.00 to $50.00. These options have termssefyfears and vest from
one to three years. Fair value of $5,623,186 wesrded using the Black-Scholes method of calaatiith a volatility of 75.05% and a discount rafe2%.
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During 2005, options to purchase 63,050 shares grareted to employees. at exercise prices of $7B8se options have terms of ten years and véstiryears. Fair value of
$261,879 was recorded using the Black-Scholes rdathoalculation with a volatility range of 175.48ad a discount rate of 2%.

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

During 2006, options to purchase 389,160 sharesmimon stock were granted by Opexa to its emplogeegercise prices ranging from $5.00 to $9.4@sEhoptions have terms
from five to ten years, vest from one to three geard have a fair value of $3,126,168. Using tleeBIScholes method, stock compensation for 200684#366,451 with a
volatility range of 401.34% to 429.86% and a distaate range of 4.72% - 5.22%.

Opexa recorded $2,749,617 stock-based compensatfanse to the management and employees during 2006
During 2006, options to purchase 14,133 shares foeisited.
Consultant Warrants:

During 2004, warrants to purchase 20,000 shares granted to consultants at exercise prices rarfgimg $30.00 to $50.00. These options have ternfivefyears and vest from
one to three years. Fair value of $1,011,770neesrded using the Black-Scholes method with atilitjarange of 75.05% and a discount rate of 2%.

During 2005, warrants to purchase 71,060 shares granted to consultants. Using the Bl&toles method, fair value for 2005 was $1,552)986 a volatility range of 175.4'
and a discount rate of 2%.

During 2005, warrants to purchase 46,085 shar€oofmon Stock ere issued to several brokerage fagrthe offering costs and commissions for Opgfiaancing activities at ¢
exercise price of $1.50 per share. These wartes a fair value of $2,197,162 and vest immediatel

During 2005, warrants to purchase 9,914 shares foefeted and cancelled.

In April 2006, warrants to purchase 213,720 shafepmmon stock were granted by Opexa to the beokeconnection with the $23,000,000 equity finagciat an exercise price
of $5.20. These warrants have a term of three ygass immediately and have a fair value of $1,078,

During 2006, warrants to purchase 156,500 sharesrmamon stock were granted by Opexa to its constgltairectors and exiting directors at the exerpisces ranging from
$5.20 to $9.80. These warrants have a term oféansy vest from one to three years and have adhie of $1,496,375. Using the Black-Scholes metistatk compensation for
2006 was $931,597 with a volatility range of 4028t 429.86% and a discount rate range of 4.729%2%.

Opexa recorded $1,568,966 stock-based compensatimnse to the consultants, directors and exitirggtbrs during 2006.

During 2006, warrants to purchase 5,000 shares agrized.

Investor Warrants:

During 2003, warrants to purchase 15,000 shares granted to investors related to the convertibles

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

During 2005, warrants to purchase 2,386,984 shmees granted to investors related to the convertilnites and warrants to purchase 254,363 sharesfevézited and cancelled.
During 2006, warrants to purchase 2,765,043 shmees granted to investors related to the Aril 260&ncing and warrants to purchase 1,645,002 shveees forfeited and

cancelled.
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Summary information regarding options and warrases follows:

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 20!

Granted - $ - 15,000 $ 1.0C
Outstanding at December 31, 2C - - 15,00( 1.0C
Year ended December 31, 20!

Granted 96,50( 31.7C 162,80( 22.3(
Outstanding at December 31, 2C 96,50( 31.7¢ 177,80( 22.4(
Year ended December 31, 20!

Granted 63,05( 15.7( 2,504,12! 28.6(

Forfeited and canceled (4,167) 42.8( (264,27°) 24.5(
Outstanding at December 31, 2C 155,38: 24.9( 2,417,65: 23.51
Year ended December 31, 20!

Granted 389,16( 5.4¢ 3,135,26: 9.2¢

Forfeited and canceled (14,137) 34.7¢ (1,649,99) 12.77
Outstanding at December 31, 2006 530,41( $ 10.3¢ 3,902,92. $ 13.52
Summary of options and warrants outstanding ancceseble as of December 31, 2006 is as follows:

Warrants
Exercise Price Remaining Life Options Outstanding Options Exercisable Qutstanding Warrants Exercisable

$ 40.00 3-4 years - - 17,500 8,375
$ 30.00 2 - 3 years 84,500 58,667 5,000 3,333
$ 30.00 3-4 years 18,850 8,950 1,125,05¢€ 1,116,38¢
$ 15.00 3- 4 years - - 46,895 46,895
$ 11.90 3-4 years - - 21,500 3,000
$ 11.50 2- 3 years - - 16,750 -
$ 11.40 2 - 3 years 2,000 - - -
$ 9.80 9- 10 year - - 37,000 17,500
$ 9.40 9- 10 years 30,900 - 4,500 500
$ 8.25 9- 10 year 12,500 - 1,500 -
$ 7.09 9- 10 years 3,300 - - -
$ 7.00 9- 10 year 37,000 9,250 - -
$ 6.50 4 -5 years - - 2,300,00C 2,300,00C
$ 5.20 2 - 3 years - - 8,500 -
$ 5.20 9- 10 years - - 105,000 52,500
$ 5.00 3- 4 years - - 213,720 213,720
$ 5.00 4 -5 years 75,000 32,100 - -
$ 5.00 9 - 10 years 266,360 - - -

530,410 108,967 3,902,921 3,762,21¢
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NOTE 12 — PURCHASE OF OPEXA PHARMACEUTICALS

In October 2004, Opexa acquired all of the outstanding stddRmexa Pharmaceuticals, Inc. The acquisition vasanted for under the purchase method, wherd &pexa
Pharmaceuticals, Inc.’s assets are restated tofiemarket value on the acquisition date. Th8,260 shares of Opexa were valued at their thervédile of $23,750,000 or
$95.00 per share. The results of operations fox@femm November 6, 2004 through December 31, 2085ncluded in the Statements of Operations aadbthtements of Cash
Flows.

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

Current asset $ 55,38
Property, plant and equipment, | 639,16(
Intangible assets 23,991,12
Total assets, nt 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 grais of December 31, 2006 is approximately 15 years

NOTE 13 — DERIVATIVE INSTRUMENTS

For the years ended December 31, 2006 and 200%aCp&luated the application of SFAS 133 and EITH for all of its financial instruments and idiéied the following
financial instruments as derivatives:

(1) Series A Warrants issued in conjunction wité tidge note exchange and private placement nfferin June and July 2005, which expired on Fepriidr 2006;
(2) Series B Warrants issued in conjunction with Ithidge note exchange and private placement offsrin June and July 2005, which expired on OctGB@e2006; and
(3) Series C Warrants issued in conjunction with lhidge note exchange and private placement offerin June and July 2005.

These three series of warrants are derivativesusecthe liquidated damage provision in the redistnaights agreement covering each warrant reguttehe conclusion that it
was more economic to issue registered shares ¢thiasue unregistered shares and pay the penaéigalBe issuing registered shares is outside of@peantrol, Opexa
concluded the warrants should be accounted foedsalive liabilities under SFAS 133 and EITF 00-19

As a result, Opexa reports the value of these dévies as current liabilities in its balance steget report changes in the value of these derivatgenon-operating gains or losses
in its statements of operations. The value of #evdtives is required to be remeasured on a giatiasis, and is based on the Black Scholes Ryiblndel.

Variables used in the Black-Scholes option-priaimgdel include (1) risk free interest rate, (2) ectpd warrant life is the actual remaining life bétwarrants as of each period
end, (3) expected volatility and (4) zero expedidends as further detailed in the table as fetio
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As of 12/31/2005 As of 12/31/2006

Risk-free rate for tern

A Warrant 4.08% -
B Warrant 4.37% -
C Warrant 4.35% 501%

Expected volatility

A Warrant 30% -
B Warrant 112% -
C Warrant 475% 487%

The impact of the application of SFAS 133 and EODF19 on the balance sheets as of December 31,&@08005 and the statements of operations aritiéoyears ended
December 31, 2006 and 2005 and the period fronptiare through December 31, 2006 is as follows:

Gain(Loss)
Gain(Loss) Year  Gain(Loss) Year Inception
Ended Ended Through
As of 12/31/200!  As of 12/31/200! 12/31/2005 12/31/2006 12/31/2006
Series A Warrant $ - 3% - 3% 332,44 $ - 3% 332,44(
Series B Warrant 264,95 - 640,88: 264,95 $ 905,83¢
Series C Warrani 6,496,69: 6,656,67 2,923,51! (159,979 $ 2,763,541
Totals $ 6,761,65 $ 6,656,67 $ 3,896,84. $ 104,97¢  $ 4,001,81

The warrants granted during the April 2006 finagcivere determined to qualify as for equity treatmerer SFAS 133 and EITF 00-19. Nothing in therasat agreements
required cash settlement or allowed for the pobsiluf cash settlement including the impact of tiypiidated damages penalty under the registratgits agreement. It was
determined on the date of grant and at Decembe2(J6 that it was more economic to issue unregidtshares and pay the penalty than to issue regissbares.

In December 2006, the FASB issued FASB Staff Rmsifo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF 00-19-2). EITF 00-19-2raddes an
issuer’s accounting for registration payment areamgnts. It specifies that the contingent obligatmmake future payments or otherwise transfer idenation under a registration
payment arrangement, whether issued as a separaenzent or included as a provision of a finanicisirument or other agreement, should be separsgetgnized and measured
in accordance with FASB Statement No. 5, AccounfargContingencies. The guidance in EITF 00-19-2ads FASB Statements No. 133, Accounting for Déirreadnstruments
and Hedging Activities, and No. 150, Accounting @ertain Financial Instruments with Characteristitboth Liabilities and Equity, and FASB Interpagon No. 45, Guarantor’s
Accounting and Disclosure Requirements for Guaes)tincluding Indirect Guarantees of Indebtedné3tloers, to include scope exceptions for regigtrapayment
arrangements. EITF 00-19-2 also requires additidisgllosure regarding the nature of any registrgpiayment arrangements, alternative settlementadsttthe maximum
potential amount of consideration and the currantying amount of the liability, if any. This EITiE effective immediately for registration paymenaagements and the financial
instruments subject to those arrangements thatrgezed into or modified subsequent to the datssafe of this EITF. For registration payment aremngnts and financial
instruments subject to those arrangements that ereezed into prior to the issuance of this EIT#s ts effective for financial statements issuedffecal years beginning after
December 15, 2006, and interim periods within tHigseal years. The impact of implementing EITFD®-2 in the fiscal year 2007 will result in a curtiNe effect of a change in
accounting principle with a credit to beginningaieed earnings of $6,656,677 and a reversal oféinee amount to the derivative liability account.
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NOTE 14 — STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhithgstries, 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 15 - GOING CONCERN

On November 2, 2007, Opexa filed it quarterly régor the period ended September 30, 2007. As shvits financial statements, Opexa has negatish @@ws provided by i
operating activities and has a cash balance of ®#ll®n as of September 30, 2007 which is not isight to fund its operations for the next twelvenths. These conditions ra

substantial doubt as to Opesgaidbility to continue as a going concern. Managemeélhseek to raise additional capital throughesabf convertible debt and/or equity. The finar
statements do not include any adjustments thatthigmecessary if Opexa is unable to continuegasrey concern.
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ITEM 13. EXHIBITS

(@) Exhibits. The following exhibits of the Companyeancluded herein.
Exhibit No. Description
Exhibit 31.1 Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
Exhibit 31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
Exhibit 32.1 Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the Sarbar-Oxley Act of 2002
Exhibit 32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the Sarbar-Oxley Act of 2002

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the Regigthas duly caused this report to be signed ©hehalf by th
undersigned, thereunto duly authorized.

SIGNATURES

OPEXA THERAPEUTICS, INC.

By: /s/ DAVID B. MCWILLIAMS

David B. McWilliams,
President and Chief Executive Offic

Date: November 9, 2007

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bé&ipwhe following person on behalf of the registrand in th:
capacities and on the dates indicated.

By: /s/ LYNNE HOHLFELD

Lynne Hohlfeld,
Chief Financial Officer and Principal Accountingfioér

Date: November 9, 2007



EXHIBIT 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, David B. McWilliams, certify that:

1.

| have reviewed this annual report on Form 10-K$Bpexa Therapeutics, Inc. (the “small businessdss

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistaie a material fact necessary to make the stamtisnmade,
light of the circumstances under which such statémeere made, not misleading with respect to #réeod covered by this repo

Based on my knowledge, the financial statementd,aiher financial information included in this repdairly present in all material respects theafigial conditior
results of operations and cash flows of the smadirtess issuer as of, and for, the periods predémtdis report

The small business issuer's other certifying off€eand | are responsible for establishing andnta@iing disclosure controls and procedures (ameefin Exchanc
Act Rules 13a-15(e) and 15d-15(e)) and internatrebover financial reporting (as defined in ExchganAct Rules 13a-15(f) and 18d(f)) for the small business iss
and have

a. Designed such disclosure controls and proceduresaused such disclosucentrols and procedures to be designed under gareision, to ensure that mate
information relating to the small business issusluding its consolidated subsidiaries, is madevim to us by others within those entities, paraciyl during thi
period in which this report is being prepar

b. Designed such internal control over financial reipgr, or caused such internal control over finaho#gorting to be designed under our supervisioprwvide
reasonable assurance regarding the reliabilityraficial reporting and the preparation of finanai@tements for external purposes in accordande geherall
accepted accounting principle

c. Evaluated the effectiveness of the small busingsserr's disclosure controls and procedures anémebin this report our conclusions about thecgffeness ¢
the disclosure controls and procedures, as ofrideoéthe period covered by this report based @h ®valuation; an

d. Disclosed in this report any change in the smaflifess issuer's internal control over financialorépg that occurred during the small businesséassufourtl
fiscal quarter that has materially affected, areiasonably likely to materially affect, the smalsiness issuer's internal control over financipbréing; anc

The small business issuer's other certifying offieand | have disclosed, based on our most remaitiation of internal control over financial refiog, to the sma
business issuer's auditors and the audit comnufté®e small business issuer's board of directmrpérsons performing the equivalent functiol

a. All significant deficiencies and material weaknessethe design or operation of internal controéofinancial reporting which are reasonably likadyadversel
affect the small business issuer's ability to rdcprocess, summarize and report financial infoiomatand

b.  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the small business issuer's internal amver
financial reporting

[s/ DAVID B. MCWILLIAMS

David B. McWilliams
President and Chief Executive Officer

Date: November 9, 2007



EXHIBIT 31.2
CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Lynne Hohlfeld, certify that:

1. I have reviewed this annual report on Form 10-K$Bpexa Therapeutics, Inc. (the “small businessdss

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omgitede a material fact necessary to make the s¢etisnmade, in
light of the circumstances under which such statgmeere made, not misleading with respect to tréod covered by this repo

3. Based on my knowledge, the financial statemenis,adiner financial information included in this repdairly present in all material respects theafigial condition,
results of operations and cash flows of the smagirtess issuer as of, and for, the periods predeémtihis report

4. The small business issuer's other certifying offigeand | are responsible for establishing anchiaaiing disclosure controls and procedures (ameefin Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in Exchamct Rules 13a-15(f) and 15d-15(f)) for the snbaliness issuer
and have

a. Designed such disclosure controls and proceduresised such disclosure controls and procedures tiesigned under our supervision, to ensurentiagrial
information relating to the small business issireluding its consolidated subsidiaries, is madevin to us by others within those entities, paraciyl during the
period in which this report is being prepar

b. Designed such internal control over financial réjpg;, or caused such internal control over finah@gaorting to be designed under our supervisioprtwide
reasonable assurance regarding the reliabilitynainicial reporting and the preparation of finanstatements for external purposes in accordandegeiterally
accepted accounting principle

c. Evaluated the effectiveness of the small busiresserr's disclosure controls and procedures anémezbin this report our conclusions about thectiffeness of
the disclosure controls and procedures, as ofrideoéthe period covered by this report based @h gvaluation; an

d. Disclosed in this report any change in the smadimess issuer's internal control over financiabrépg that occurred during the small businessdssifourth
fiscal quarter that has materially affected, arigsonably likely to materially affect, the smalbimess issuer's internal control over financipbréng; anc

5. The small business issuer's other certifying off€eand | have disclosed, based on our most reneattiation of internal control over financial refog, to the small
business issuer's auditors and the audit comnuoftéee small business issuer's board of directmrpérsons performing the equivalent functiol

a. All significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting which are reasonably likedyadversely
affect the small business issuer's ability to rdcprocess, summarize and report financial inforomatand

b.  Any fraud, whether or not material, that involveammagement or other employees who have a significéain the small business issuer's internal amiver
financial reporting

/s LYNNE HOHLFELD
Lynne Hohlfeld
Chief Financial Officer and Principal Accountingfi@ér

Date: November 9, 2007



EXHIBIT 32.1

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

Pursuant to 18 U.S.C. Section 1350, the undersi@¥féder of Opexa Therapeutics, Inc.(the “Companyigreby certifies, to such officer’'s knowledgeattthe Company Annua
Report on Form 10-KSB for the year ended DecembeRB06 (the “Reportjully complies with the requirements of Sectiond)3¢r Section 15(d), as applicable, of the Seas
Exchange Act of 1934 and that the information core@ in the Report fairly presents, in all materegpects, the financial condition and resultsperations of the Company.

/s/IDAVID B. MCWILLIAMS
David B. McWilliams
President and Chief Executive Officer

Date: November 9, 2007



EXHIBIT 32.2

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

Pursuant to 18 U.S.C. Section 1350, the undersi@féder of Opexa Therapeutics, Inc. (the “Compgnyiereby certifies, to such officer's knowleddeattthe Companyg' Annua
Report on Form 10-KSB for the year ended DecembeRB06 (the “Reportjully complies with the requirements of Sectiond)3¢r Section 15(d), as applicable, of the Seas
Exchange Act of 1934 and that the information core@ in the Report fairly presents, in all materegpects, the financial condition and resultsperations of the Company.

[s/ LYNNE HOHLFELD
Lynne Hohlfeld
Chief Financial Officer and Principal Accountingfioér

Date: November 9, 20C



