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FORWARD LOOKING STATEMENT

The statements contained in this report, other #taiements of historical fact, constitute forwhydking statements. Such statements incl
without limitation, all statements as to expectatio belief and statements as to our future resdiltgperations, the progress of our research
and product development programs, the need fortiaridg of, additional capital and capital expend#s, partnering prospects, the need for
additional intellectual property rights, effectsregulations, the need for additional facilitiesl ggotential market opportunities. Our actual
results may vary materially from those containedunh forward-looking statements because of riskshich we are subject, such as failure
to obtain a corporate partner or partners to sugperdevelopment of our stem cell programs, otlitalo sell, assign or sublease our intel
in our facilities related to our encapsulated tethnology program, risks of delays in researcheligpment and clinical testing programs,
obsolescence of our technology, lack of availabieing, competition from third parties, intelledtpaoperty rights of third parties, failure of
our collaborators to perform, regulatory constmititigation and other risks to which we are suabje

Stock Split

In April 2004, the Company's shareholders appravede for fifty reverse common stock split. All slygpar share and par value amount
(except authorized shares) have been retroactadjiysted to reflect the split.

PART |
ITEM 1. DESCRIPTION OF BUSINESS
Overview

PharmaFrontiers Corp. is a biopharmaceutical compagaged in developing autologous personalizddhesiapies. Our strategy is to
develop and commercialize cell therapies to treaémal major diseases including multiple sclerasasdiovascular diseases, and diabetes. We
have an exclusive license to an individualized ITtberapy that is in FDA Phase I/l human dosegiag clinical trials to evaluate its safety
and effectiveness in treating multiple sclerosig &l50 have an exclusive license to a stem cdihtdogy in which adult pluripotent stem

cells are derived from monocytes obtained frompiatent's own blood. We are initially pursuing ications in heart failure and Type |
diabetes with our stem cell technology.

Autologous therapies use cells or other materralsifthe patient's own body to create treatmentgi®patient, thus preventing rejection
complications that result when "foreign" or "norfseells are introduced into a patient. Cellulaetapies are expected to play a large role in
the treatment and cure of a broad spectrum of hudisgases. According to independent market reseaxctellular therapies along with their
related technologies, such as diagnostics and Hlaakling, may exceed $30 billion by 2010.

Our multiple sclerosis cell therapy, Tovaxin(TMy,durrently in Phase /1l studies. Tovaxin(TM) ciats of modified autoreactive T cells.
Multiple sclerosis is a result of a person's owrells attacking the myelin sheath that coats theeneells of the central nervous system. Tl

T cells, that attack a person's own body, are redeio as "autoreactive” T cells. In our treatmtéetT cells are taken from the patient,
modified and returned to the patient. The modifiecklls cause an immune response directed at thec@gative T cells in the patient's body.
This immune response reduces the level of autaveattcells and potentially allows the myelin shettt be repaired. In addition, we are
evaluating whether this technology will allow usdiegnose multiple sclerosis and determine therggwd the disease through an analysis of
the level of autoreactive T cells in a patienttzool.

Two clinical studies of Tovaxin(TM) have reachedical milestones:

o In one study, a first group of 10 patients haanbenrolled and received two doses of Tovaxin(TiMj repeat treatment Phase I/11 protocol.
This protocol is designed to determine whethergpdsi who received clinical benefit from T cell thigy in a previous study conducted at the
Baylor College of Medicine can be safely and effety re-treated with a second-generation T cadtéipy. Six-month clinical results
evaluating safety, tolerability and efficacy arg@egted to be available by the third quarter of 2005
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o In the second study, a Phase I/l desealating study designed to evaluate safety,abiéy and efficacy in 9 to 15 patients, 6 pateehave
completed the initial four dose injection seriestiso dosage levels and the 28-week portion olthdy. One-year clinical results for the low
and mid dose groups evaluating safety, tolerabifiosage timing and efficacy are expected to béadla by the third quarter of 2005.

We intend to submit data from these two clinicabgts to the FDA for approval to commence a pivBtadse 11b study in the fourth quarte
2005.

Our stem cell technology allows us to create golultipotent stem cells from monocytes isolated figood drawn from the patient. We
believe that these stem cells, if successfully tpexl, may provide the basis for therapies to @meariety of diseases and conditions. We
anticipate that our stem cell technology will havsignificant competitive advantage over many efdther stem cell technologies. The
peripheral blood monocytes, used by our technotogyoduce stem cells, have the advantage of belatively abundant and easy and cost
effective to obtain. Our technology does not hdaedollection and storage difficulties presentediimpilical cord blood or the controversial
ethical and regulatory issues associated with earticystem cells. In addition, our technology issldgficult and less risky than collecting
adult stem cells from tissues such as bone magpinal fluid or adipose (fat) tissue. Furthermaney, stem cells are pluripotent, whereas
other adult stem cells are not likely to be plutg.

Our stem cell technology will also avoid rejectissues because it is autologous ("self"). Thisis@posed to the embryonic, umbilical, and
some adult stem cell technologies, which must kertdrom one individual and given to another. Fertlwe believe our stem cell therapies
will be regulated as autologous "manipulated" nomblogous use cell therapies. Thus, we use a psrgam stem cells, and we therefore do
not expect to encounter the same significantgtiréeal and clinical development regulatory husdthat embryonic, umbilical, and some ac
stem cells therapies are expected to face.

Initially we are conducting pre-clinical researohdevelop stem cell therapies to treat heart faiind Type | diabetes. We plan to move
expeditiously through pre-clinical development af cardiac stem cell therapy and, if successfitiaile human testing as soon as possible.

We believe that with our stem cell technology pius additional technology related to the differatitin of stem cells into islet cells, we will
be able to create insulin producing islet cellswdet from the patient's own blood. We are currentipducting laboratory research and plan to
move expeditiously through pre-clinical developmehour diabetes stem cell therapy and, if succdsisitiate human testing in 2006.

A structural outline of the Company's technicalgreom is provided below.

Autologous Cell-Based Therapies
Adult Pluripotent Stem Cell Therapy T Cell Therapy
Cardiac Therapy Diabetes Therapy Multip le Sclerosis Multiple Sclerosis
T herapy Diagnosis
Other Therapies Blood
o0 Macular Degeneration Banking

0 Stroke
o Parkinson's




Organizational History

The Company was incorporated in Texas in 1986 aigihally engaged in businesses other than theHaiopaceutical business. These other
business operations were terminated in Februarg.260Viay 2004, we entered the biopharmaceuticali@ss by acquiring an entity that
held rights to treatments using adult pluripotdaiscells derived from adult human peripheral bjad in connection therewith we changed
our name to our current corporate name. From aousting standpoint, the subsidiary is deemed tlygieer in a reverse merger whereby the
parent is deemed the survivor of the reorganizaterrse merger. As such, our financial statemamghose of the subsidiary. In November
2004, we acquired Opexa Pharmaceuticals, Inc.,iwinitds rights to technology to diagnose and tmealtiple sclerosis through modified
autoreactive T cells.

The Company's Products and Services
Our T cell Based Therapy
Multiple Sclerosis Therapy.

Our T cell based therapy for the treatment of mldtsclerosis is called "Tovaxin(TM)." Multiple sebsis is caused by myelin peptide
reactive T cells destroying the myelin sheath cwptif the axons in the central nervous system. &igpl of the myelin peptide reactive T
cells would theoretically stop disease progresaiwhin some cases allow the myelin sheath repathamésm to be effective and potentially
lead to remission and possibly reverse the effeftisultiple sclerosis. Repair mechanisms are migedyi to occur early in the disease process
and are likely to be more robust in the youngeiepat A completed 114-patient clinical study contdcby Dr. Jingwu Zang at Baylor

College of Medicine has demonstrated that the deplef myelin basic protein (MBP) reactive T celNlas beneficial to patients with multij
sclerosis. These investigations resulted in theldgwment of Tovaxin(TM), which includes the modifi®1BP reactive T cells, proteolipid
protein (PLP) and myelin oligodendrocyte glycopimot@OG) reactive T cells as well.

Tovaxin(TM) has some advantages over existingrmeats for multiple sclerosis. Tovaxin(TM) is indivalized, easier to tolerate, and has
the potential to place the disease into remissiad,possibly to allow a reversal of the effectmaoittiple sclerosis.

Multiple Sclerosis Diagnostic

In addition to using our T cell technology to deyeh therapy for multiple sclerosis, we are aldngig to develop a diagnostic test for
multiple sclerosis. Multiple sclerosis is difficiti diagnose and there is no existing reliable icovdtory diagnostic test. Based on preliminary
evidence we believe that the presence of myelitigiepeactive T cells in the blood may have a higirelation as to whether an individual
may develop or has multiple sclerosis. We havéaiitl a proof of concept clinical study that, i€sessful, will be expanded into a major
clinical study in 2005. If the larger study prodadavorable results, we plan to offer a diagnastst for sale in 2006.

Applications of Our T cell Technology To Other Disases

Recent advances in the understanding of basic mesrha of autoimmune disease have led to the denmopof reagents that can potentially
interfere with the disease process and limit disgmegression. Some of these therapeutics havefdreean effective in the treatment of
autoimmune conditions. Although our initial focssTi cell therapy for the treatment and managemiemiudtiple sclerosis, several
autoimmune diseases including inflammatory bowstdse, diabetes, systemic lupus and rheumatotitiarthay be candidates for potential
treatment with our technology in the future.

Our T cell Therapy Process
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Our cell therapy is similar to that of traditiomaicrobial vaccination where modified infectious atgeare used to stimulate protective imm
responses. In preparing a T cell therapy, the I5 calusing the disease are taken from the blo@difsgally identified and expanded ex vivo
by incubating T cells with MBP, PLP and MOG selecpeptides in the presence of antigen presentiltgyaed growth factors. Selected T
cells are grown to therapeutic levels and cryopresk Prior to use, the T cells are expanded, ftatad and modified to render them
replication incompetent but viable. These modiflecells are administered subcutaneously as a pyisgries of injections. It is likely that a
retreatment of patients will follow the primary s

Our Pluripotent Adult Stem Cell Therapies
Our Cardiac Stem Cell Therapy Program

Stem cell treatment of congestive heart failure @avolutionize treatment of the disease becatseuld treat the source of the problem by
replacing diseased cardiac muscle tissue with stdlmthat grow into new healthy cardiac tissuezeB& human clinical trials involving the
use of stem cells derived from bone marrow to reggte cardiac tissue and improve cardiac functaretbeen conducted. These clinical
trials have treated over 70 patients with their d@ne marrow stem cells and have shown increageéacgerfusion. We plan to move
expeditiously through pre-clinical development af cardiac stem cell therapy and, if successfitiale human testing as soon as possible.

Our Diabetes Stem Cell Therapy Program

Type 1 diabetes is a chronic disease, caused Hgghef functioning islet cells that produce imsufor which there is no cure. Frequent
testing of glucose levels coupled with insulin otjens are used to control the disease but dodubrieas the underlying cause. The medical
community has tried to treat the cause and curdiease by implanting functioning islet cells,vested from cadavers, into the pancreas.
However, the supply of these cells from cadavelimited and the patient must be placed on a regiframti-rejection drugs. We believe that
with our stem cell technology plus our additioreadtinology related to the differentiation of stertiscato islet cells, we will be able to create
insulin producing islet cells derived from the patis own blood. We are currently conducting latmosatests and plan to move expeditiously
through pre-clinical development of our diabetesrstell therapy and, if successful, initiate hurtesting as soon as possible.

Blood Banking Business

We are assessing the feasibility of operating adloanking business designed to provide individwétls a process for storing blood to be
used later if they need treatment by our stemteelinology. As an individual ages, it is possibiatthe number of available monocytes per
blood draw will decrease, thus creating a demanthi®cryopreservation of stem cells from healthg eelatively young adults. As the
volume of stem cell treatments increase, there Ioeagy demand from patients for the storage of duhilt stem cells isolated from single bl
draws. We are reviewing the potential establishméatstem cell cryropreservation service.

Other Applications For Our Stem Cell Technology

We plan to conduct basic research to determinpdkential use of adult stem cells created withteahnology in other indications such as
macular degeneration, heart attack, and Parkingsgsse. Liver cells (hepatocytes) derived fromstem cells may be valuable across the
biopharmaceutical industry to test for drug toxiat to help cure liver diseases. We intend torparbr sublicense some of these indicatio
they are not pursued for internal development.tRose indications, which we believe we can parditdgzommercially, we expect to take
partners in key commercial markets outside of thédd States. Alternatively, we may form a brodwate with a pharmaceutical or
biotechnology company for the entire technologyfptan and therapeutic areas.

Our Stem Cell Therapy Process

Our stem cell therapy process commences with bb@iinly drawn from the patient in a typical bloodvdray process. The blood is then
processed to obtain monocytes (white blood céllsgse monocytes can be dedifferentiated in theepoesof certain growth factors to form
stem cells. The resulting stem cells with macroghiige characteristics can be expanded and diffexted into other cell types when cultured
in the presence of the appropriate growth faciResearchers have been able to turn these dediflgeshmonocytes into several different
types of cells including islet cells, nerve celiger cells, blood vessel cells and skin cells.
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We estimate that from a 500 ml blood collectior, tihaximum allowable blood draw in one sitting, wi# e able to produce approximately
10 to 100 million monocyte derived stem cells. Tiignber of stem cells is considerably greater tharent stem cell dosing requirements
under study in human clinical studies by other canmigs and institutions. Consequently, we expedttieamay be able to produce multiple
therapeutic doses from a single blood draw utifjzinyopreservation to store cells for future use.

We anticipate that the patient's blood will be dnaat the patient's hospital or doctor's office ahippped to us with a proprietary collection
At our GMP (current good manufacturing process) ufiacturing facility, the monocytes will be procedde create stem cells and their
progeny with the proper concentration and charesties. Cells will then be cryopreserved until negdor treatment, transported to the
patient's physician, and injected into the diseasgdn with the approved delivery system.

Sources of Stem Cells and Our Competitive Advantage

Cells are the basic unit of the tissues that caseptie human body. Each type of tissue has a anadtuse to the human body. Stem cells are
non-specialized cells that have not yet differaéatianto specific cells with a particular functionthe human body. These non-specialized
cells are able to continue to divide and regendoatperiods of time through cell division. Plurteat stem cells have the property of being
able to differentiate into all the different spdizied cells that make up the individual tissueshef body with the exception of germ cells
(sperm and egg).

There are currently three sources of stem cellsiatuembryos, umbilical cord blood and certain atisgues:

o Every human begins life when a single cell, thgote, is formed after fertilization. About five ydaafter conception, a tiny ball of cells has
formed, this is known as the blastocyst. The iro@dls of the blastocyst are known as embryonic stelts. These stem cells are pluripotent;
that is they can develop into a wide variety of tgles in the human body. These embryonic stets aet the stem cells over which a great
deal of ethical and scientific controversy has edsleading up to President Bush's September 280Dib Federal funding for any new
embryonic stem cell lines. We do not use embrystem cells.

o Another source of stem cells is the umbilicaldcbiood of a newborn baby, which contains pluripptem cells. The umbilical cord is the
tissue that ties a baby to the mother within thenvoAfter the baby is born the blood can be coflddtom the umbilical cord and
cryopreserved. Most candidates for stem cell thetagiay did not have their umbilical cord bloodZem, so to use this technology, like the
embryonic stem cells above, they must use the sedisifrom other individuals and must address t&adssues. We use a person’'s own stem
cells, and thus we do not expect to encounteraheessignificant pre-clinical and clinical developrheegulatory hurdles that embryonic,
umbilical, and certain adult stem cells therapiesexpected to face.

o Stem cells obtained from a person after birthcatked adult stem cells and are found within vasitissues that make up the body. Adult
stem cells are usually programmed to form a limitathber of different cell types of their own tissaad are classified as "multipotent"
meaning they are only able to create several @iffietypes of cells within the same type of tisshier stem cells are pluripotent and can be
differentiated into a wider variety of differenssue types. In addition, collecting adult stemscigbm tissues such as bone marrow, spinal
fluid or adipose (fat) tissue, can involve comptiéxh painful, and expensive surgical proceduregreds our technology is simple, cost
effective, and convenient to the patient.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our tealogies is critical to the development of our besie We intend to continue to protect our
proprietary intellectual property through patentd ather appropriate means. We rely upon tradesspootection for some confidential and
proprietary information and take active measuresoturol access to that information. We currentlydnon-disclosure agreements will all of
our employees, consultants, vendors, advisory baambers, contract research organizations andrc@raspective investors.
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The Company's intellectual property strategy inekideveloping proprietary technology for the sagcscale up, manufacturing, and stor
of T cells and pluripotent adult stem cells anduke of these cells in multiple therapeutic appiices. This strategy will include expanding
technologies in-licensed to us as well as in-liggpadditional technologies through collaboratiarnth universities and biotech companies.

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

We have an exclusive, worldwide license from thgl&aCollege of Medicine to patent applicationsirimg rights to the treatment of
multiple sclerosis using modified T cells and te tise of the T cell technology as a diagnostic.ddtige Baylor license we are obligated to
pay a percentage of net sales of products sulgjehetlicensed patents.

Stem Cell Therapy IP

We have an exclusive, worldwide license from théversity of Chicago, through its prime contractelationship with Argonne National
Laboratory, to a patent application claiming rigtitshe development of adult pluripotent stem detisn monocytes isolated from adult
human peripheral blood. The technology was dis@yand developed at the Argonne National Laboratoty.S. Department of Energy
Laboratory.

Pursuant to the license we have issued a totad 2638 shares of our common stock to the Univerdighicago. We have also agreed to pay
the University of Chicago $1.5 million upon oureadng $10 million or more in any financing. At tsame time as making such payment
are obligated to issue to the University of Chicagfiicient additional shares of common stock s the University holds a total of 2.6% of
our outstanding stock after consummation of tharfaing.

We have agreed to pay a percentage of royaltieses of products subject to the licensed patastajell as sublicense fees. In addition, the
University of Chicago license requires us to expendesearch and development at least $2,000,0@@wvo (2) years of the execution of
the license and at least an additional $4,000,0€@0mwfour (4) years of the execution of the licenResearch and development expenditures
by sublicensees may account for half of each amdailure to meet the above criteria may resuthalicense being amended to restrict the
grant to only: (a) an exclusive license in two tedirapy areas, and (b) a non-exclusive licensieamemaining cell areas. The license also
requires us to sell a product or method based etidbnsed technology by February 2011.

Our Product Pipeline
Multiple Sclerosis T Cell Therapy

Tovaxin is a unique approach to treating multiglieosis in that it safely and selectively induttessbody's immune system to attack the
myelin reactive T-cells (MRTCSs) that are resporesiior destroying the myelin sheath coating of thena in the central nervous system.
Depletion of the MRTCs would theoretically allonetinyelin sheath repair mechanism to be effectivktampotentially lead to remission and
possibly reverse or stop progression of multiplerssis. Repair mechanisms are more likely to oeeuly in the disease process and are
likely to be more robust in the younger patientl-patient clinical study conducted by Dr. Jing&iang at Baylor College of Medicine has
already been completed that demonstrates thatghlettbn of myelin basic protein (MBP) reactive @lis was beneficial to patients with
multiple sclerosis. From these investigations,@loenpany has developed Tovaxin, which encompasdemhothe MBP reactive T-cells but
has been expanded to include proteolipid proteliiPjRaind myelin oligodendrocyte glycoprotein (MO®active T-cells as well.
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Initial human trials conducted by the Company shioat Tovaxin safely reduces MRTCs, thus stabilizimg disease and in the majority of
patients showing improvement both subjectively ¢régd by the patient) and objectively (determingdhe exam).

Tovaxin is currently in Phase I/l testing. Comphte other treatments available, this treatmentdssidualized, easier to tolerate, and has
potential to place the disease into a remissiod parssibly reverse or stop progression of multiglerosis. Tovaxin may also be appropria
indicated for combination therapy meaning that cae imagine it being used over the entire life eyafi the patient as other treatments are
added and replaced.

Multiple Sclerosis Diagnostic

Multiple Sclerosis is difficult to diagnose and thés no reliable confirmatory diagnostic. Basedogliminary evidence the presence of
MRTCs in the blood of patients that are ex vivoaxgable may have a correlation as to whether awichdl has or may develop multiple
sclerosis. The Company has initiated a proof otephclinical study that may be expanded into aomeljnical study. A diagnostic test
conducted in the Company's laboratories may be antiadized in the future as "home brew".

Cardiac Stem Cell Therapy

Stem cell treatment of congestive heart failure @avolutionize treatment of the disease becatseuld treat the source of the problem by
replacing diseased cardiac muscle tissue with stdls that grow into new healthy cardiac tissuepgimately six Phase | clinical studies
encompassing more than 70 patients have been thrautologous bone marrow stem cells that showistamgly improved cardiac perfusic

A recent (2003-2004) trial reported that injectetbéogous bone marrow mononuclear cells, usingietechanical mapping into areas of
ischemic myocardium in patients with endstage istheardiomyopathy and heart failure, showed aapeuntic effect with improved
myocardial perfusion and exercise capacity, atdlhmonths, as well as increased global left vauwlar function. Numerous new studies
actively recruiting patients or will begin shortlgach of these studies is designed to determinmtst efficient type of stem cell and mode of
delivery as well as time of therapy to maximize iemefits of cellular cardiomyoplasty. Using th@esience of these Phase | trials we plan to
move quickly through pre-clinical development amduccessful, initiate human testing as soon astjmable.

Diabetes Stem Cell Therapy

Type 1 diabetes is a chronic disease for whichetieno treatment. Frequent testing of glucoseldex@upled with insulin injections are used
to control the disease but do nothing for the ulyiley cause. Implanting functioning islet cellsdrthe pancreas would be the beginnings of a
cure but thus far the supply of these cells fronfepers is limited and anti-rejection drugs mustibed. The Company believes it can
piggyback on the success of the cadaver islepcefiram and replace the cadaver cells with inquiaducing cells derived from adult
monocyte derived stem cells. The Company holdsem$ie to produce cells that generate insulin usi@gore stem cell technology and will
hold a license for the use of some unique growtkofa, which have overcome the major scientifidlehge of differentiating an adult stem
cell to produce insulin. Our goal is to schedulenhu trials as soon as practicable.

Blood Banking

The possibility for generating near term revenustexvith the establishment of a stem cell cryrepreation service. As the volume of stem
cell treatments increase, the potential existgfiorent and future patients to freeze their adealinscells isolated from single blood draws. As
an individual ages, it is possible that the numdfeavailable monocytes per blood draw will decre#ises creating a demand for the
cryopreservation of stem cells from healthy andtre¢ly young adults. An assessment of instituingh a service will be carried out over the
next several months and a plan of implementatiateted if deemed feasible.

Other Opportunities
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The Company will also conduct basic research terd@he the potential use of the Company's sters gebther indications such as macular
degeneration, heart attack, and Parkinson's diskase cells (hepatocytes) derived from our steatiscmay be valuable across the
biopharmaceutical industry to test for drug toxiat to help cure liver diseases. The Company oigdn partner or sublicense some of these
indications if they are not pursued for internal&glepment. For those indications where the Comgaels it can participate commercially,
Company will take partners in key commercial maglaitside of the United States. There is also fsagmt potential for the Company to fo

a broad alliance with a pharmaceutical or largédaionology company for the entire technology platf@and therapeutic areas, due to the
many competitive advantages outlined above.

Research Collaborations

We anticipate that from time to time in the futwe will enter into collaborative research agreemavith other academic and research
institutions. We will use such agreements to enbang research capabilities. Typically, in the isity, such agreements provide the industry
partner with rights to license the intellectual pecty created through the collaboration. We may atgter into collaborative research
agreements with other pharmaceutical companies wiednelieve such collaboration will support the @lepment and commercialization of
our technology.

Commercialization Through Third Party

We anticipate that we will grant sublicenses fataia applications of our technologies. We beliéhvat by sublicensing some of the rights to
our technology to pharmaceutical companies and diivel parties, we will be able to more efficigntlevelop some applications of our
technologies. We currently do not have any subsiesn

Competition

The development of therapeutic and diagnostic agenthuman disease is intensely competitive. Mpf@armaceutical companies currently
offer a number of pharmaceutical products to theart attack, stroke, Parkinson's disease, digheteisdiseases, arthritis and other diseases
for which our technologies may be applicable. Mphgrmaceutical and biotechnology companies arestigating new drugs and therapeutic
approaches for the same purposes, which may ach@avefficacy profiles, extend the therapeutic wwdor such products, alter the
prognosis of these diseases, or prevent their owaebelieve that our products, when and if sudoéigsieveloped, will compete with these
products principally on the basis of improved artkrded efficacy and safety and their overall ecoodenefit to the health care system.
expect competition to increase. We believe thatoost significant competitors will be fully integeal pharmaceutical companies and more
established biotechnology companies. Smaller companay also be significant competitors, partidyl#firough collaborative arrangements
with large pharmaceutical or biotechnology compan&me of our primary competitors in the curregdtment of and in the development of
treatments for multiple sclerosis include Biogelart: Serono, Aventis, Teva, and Schering AG. Sofrmioprimary competitors in the
development of stem cell therapies include AastBiosciences, Geron, Gamida-Cell Ltd, Stem Cells, I6ellerant Therapeutics, Viacell,
and Osiris Therapeutics. Many of these competharse significant products in development that cdnddcompetitive with our potential
products.

Sales and Marketing

We intend to develop a sales force to market outiphei sclerosis cell therapy and diagnostic prddue the U.S. Given the concentration of
multiple sclerosis among a relatively small numbiespecialized neurologists, we believe that a rebdize sales force would be sufficient to
market the multiple sclerosis products. Our platvistart building the sales force with the launtlthe multiple sclerosis diagnostic products.

We expect to partner with large biotech and phaeutical companies for the marketing and sales ostam cell therapy products.
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Government Regulation

Our research and development activities and theduhanufacturing and marketing of our potentialdoicts are, and will be, subject to
regulation for safety and efficacy by a number @fgrnmental authorities in the United States ahérotountries.

In the United States, pharmaceuticals, biologiaals medical devices are subject to FDA regulafldve Federal Food, Drug and Cosmetic
Act, as amended, and the Public Health Service@scmended, the regulations promulgated thereuyademother Federal and state statutes
and regulations govern, among other things, thentgamanufacture, safety, efficacy, labeling, at®, export, record keeping, approval,
marketing, advertising and promotion of our potntroducts. Product development and approval withis regulatory framework takes a
number of years and involves significant uncerjagadmbined with the expenditure of substantial veses.

FDA Approval

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

1. Preclinical Laboratory and Animal Tests. Prachhtests include laboratory evaluation of theduet and animal studies in specific disease
models to assess the potential safety and effiohtlye product and our formulation as well as thaliy and consistency of the
manufacturing process.

2. Submission to the FDA of an Application for awéstigational New Drug Exemption, or IND, Which MiBecome Effective Before U.S.
Human Clinical Trials May Commence. The resultshef preclinical tests are submitted to the FDAas$ pf an IND, and the IND becomes
effective 30 days following its receipt by the FDéSs long as there are no questions, requests oy deobjections from the FDA.

3. Adequate and Well-Controlled Human Clinical 1sito Establish the Safety and Efficacy of the RiaddClinical trials involve the
evaluation of the product in healthy volunteersagrmay be the case with our potential producta,amall number of patients under the
supervision of a qualified physician. Clinical ts@re conducted in accordance with protocolsdeédil the objectives of the study, the
parameters to be used to monitor safety and theaeff criteria to be evaluated. Any product adntarsd in a U.S. clinical trial must be
manufactured in accordance with GMP. Each protmcslibmitted to the FDA as part of the IND.

The protocol for each clinical study must be apprbisy an independent Institutional Review BoardRB, at the institution at which the
study is conducted and the informed consent gdaticipants must be obtained. The IRB will consj@enong other things, the existing
information on the product, ethical factors, thiegaof human subjects, the potential benefitsheftherapy and the possible liability of the
institution.

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

o In Phase I, products are typically introduced imalthy human subjects or into selected patieptifations to test for adverse reactions,
dosage tolerance, absorption and distribution, baditam, excretion and clinical pharmacology.

o Phase Il involves studies in a limited patienpydation to (i) determine the efficacy of the protfor specific targeted indications and
populations, (ii) determine optimal dosage and gegalerance and (iii) identify possible adverdeast and safety risks. When a dose is
chosen and a candidate product is found to betefeand to have an acceptable safety profile iaseH| evaluations, Phase 1l trials begin.

o Phase lll trials are undertaken to conclusivelsndnstrate clinical efficacy and to test furthardafety within an expanded patient
population, generally at multiple study sites.

The FDA continually reviews the clinical trial pkand results and may suggest changes or may eatjisgontinuance of the trials at any
time if significant safety issues arise.
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1. Submission to the FDA of Marketing Authorizatidpplications. The results of the preclinical segland clinical studies are submitted to
the FDA in the form of marketing approval authoti@a applications.

2. FDA Approval of the Application(S) Prior to Aommercial Sale or Shipment of the Drug Biologiodrct Manufacturing
Establishments Located in Certain States Also Magbbject to Separate Regulatory and Licensing iRegant. The testing and approval
process will require substantial time, effort amgense. The time for approval is affected by a nemalf factors, including relative risks and
benefits demonstrated in clinical trials, the aafaility of alternative treatments and the seveuityhe disease. Additional animal studies or
clinical trials may be requested during the FDAi@evperiod, which might add to that time.

After FDA approval for the product, the manufaatgriand the initial indications, further clinicalais may be required to gain approval for
use of the product for additional indications. Hi2A may also require unusual or restrictive postkating testing and surveillance to
monitor for adverse effects, which could involvgrificant expense, or may elect to grant only ctiodal approvals.

FDA Manufacturing Requirements

Among the conditions for product licensure is teguirement that the prospective manufacturer'stguaintrol and manufacturing
procedures conform to the FDA's GMP requiremenérEafter product licensure approval, the manufactonrust comply with GMP on a
continuing basis, and what constitutes GMP may gbas the state of the art of manufacturing charid@mestic manufacturing facilities ¢
subject to regular FDA inspections for GMP compdigrwhich are normally held at least every two geBoreign manufacturing facilities ¢
subject to periodic FDA inspections or inspectibgghe foreign regulatory authorities with recipgbmspection agreements with the FDA.
Domestic manufacturing facilities may also be sabje inspection by foreign authorities.

Fast Track, Priority Review and Accelerated Approva

Fast Track refers to a process for interacting WithFDA during drug development. Priority Revieppbes to the time frame the FDA targ
for reviewing a completed application. Acceleratguproval (Subpart H) applies to the design and eaindf the studies used to support a
marketing claim.

Fast Track is a formal mechanism to interact whith EDA using approaches that are available topgllieants for marketing claims. The Fact
Track mechanism is described in the Food and DrigiAistration Modernization Act of 1997. The betefif Fast Track include scheduled
meetings to seek FDA input into development pléms,option of submitting a New Drug Application (MPin sections rather than all
components simultaneously, and the option of raifugesvaluation of studies using surrogate endgaastdiscussed below. The Fast Track
designation is intended for the combination of @dpict and a claim that addresses an unmet medied| but is independent of Priority
Review and Accelerated Approval. An applicant mag any or all of the components of Fast Track withbe formal designation. Fast Tr:
designation does not necessarily lead to a PriBv#tyiew or Accelerated Approval.

Priority Review is a designation for an applicatadter it has been submitted to the FDA for reviewapproval of a marketing claim. Under
the Food and Drug Administration Modernization A€tL997, reviews for NDAs are designated as eifitandard or Priority. A Standard
designation sets the target date for completingsgkects of a review and the FDA taking an actiothe application (approve or not approve)
at 10 months after the date it was filed. A Priodéesignation sets the target date for the FDAoacdit 6 months. A Priority designation is
intended for those products that address unmetaaledieeds.

Accelerated Approval or Subpart H Approval is agrean described in the NDA regulations that is idezhto make promising products for
life threatening diseases available on the markahe basis of preliminary evidence prior to formamonstration of patient benefit. The
studies are designed to measure and the FDA ei@luatperformed on the basis of a surrogate magkeneasurement intended to substitute
for the clinical measurement of interest, usuatlylgngation of survival) that is considered likédypredict patient benefit. The approval that
is granted may be considered a provisional appnithla written commitment to complete clinical dies that formally demonstrate patient
benefit. The Federal Register published a disconssi@d\ccelerated Approval with comments. Absentr@rfal demonstration of patient
benefit, a risk benefit assessment cannot be nfaxbelerated Approval designation does not necdgdadd to a Priority Review.
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Proposed FDA Regulations

The FDA is requiring human cell, tissue, and callind tissue-based product (HCT/P) establishnteritdlow current good tissue practice,
which governs the methods used in, and the fagsligind controls used for, the manufacture of HGTAR®rdkeeping; and the establishment
of a quality program. The agency is also issuing regulations pertaining to labeling, reportinggspactions, and enforcement that will apply
to manufacturers of those HCT/Ps regulated soletieuthe authority of the Public Health Service,Aetd not as drugs, devices, and/or
biological products.

As part of this approach, the FDA has publishedlfinles for registration of establishments thajaaye in the recovery, screening, testing,
processing, storage or distribution of human céBspes, and cellular and tissue-based produatisfaa the listing of such products. These
products specifically include stem cells that am@gyenitors of blood cells; however, the FDA makeserplicit statement regarding the
inclusion of other types of stem cells. In addititre FDA has published proposed rules for makingability determinations for donors of
cells and tissue and for current good tissue pradtir manufacturers using them. We cannot nowrghite the full effects of this regulatory
initiative, including precisely how it may affedte clarity of regulatory obligations and the extehtegulatory burdens associated with
pluripotent adult stem cell research (for stemscilat give rise to various tissue types, includitapd), and the manufacture and marketin
adult stem cell products.

Other Regulations

In addition to safety regulations enforced by tiBAFwe are also subject to regulations under theupational Safety and Health Act, the
Environmental Protection Act, the Toxic Substan€estrol Act and other present and potential fuforeign, Federal, state and local
regulations.

Outside the United States, we will be subject tutations that govern the import of drug produatsrf the United States or other
manufacturing sites and foreign regulatory requaeta governing human clinical trials and marketipgroval for our products. The
requirements governing the conduct of clinicallssiproduct licensing, pricing and reimbursemerty/widely from country to country. In
particular, the European Union is revising its fatpry approach to high tech products, and reptasigas from the United States, Japan and
the European Union are in the process of harmagiaimd making more uniform the regulations for #gistration of pharmaceutical produ

in these three markets.

Research and Development

Research and development expenses for the yead &wt'ember 31, 2004 were $0.6 million for Pharmateos. On a pro forma basis for
the combined companies research and developmeahsag for the year ended December 31, 2004 weter$ition, mainly reflecting the
costs of the Phase I/ll clinical trials for Tovaxind pre-clinical cardiac and diabetes stem csflaech.

Risk Factors

The following factors affect our business and tiduistry in which it operates. The risks and undetitss described below are not the only
ones we face. Additional risks and uncertaintiespnesently known or that we currently consider iatenial may also have an adverse effect
on our business. If any of the matters discusséldriollowing risk factors were to occur, our mess, financial condition, results of
operations, cash flows, or prospects could be nadlieadversely affected.

Our business is at an early stage of development.

Our business is at an early stage of developmeatd@hot have any products in late-stage clini@alstor on the market. We are still in the
early stages of identifying and conducting researcipotential products. Our potential products véljuire significant research and
development and preclinical and clinical testingipto regulatory approval in the United States atlter countries. We may not be able to
develop any products, to obtain regulatory appmval enter clinical trials for any of our prodeeindidates, or to commercialize any
products. Our product candidates may prove to bhadesirable and unintended side effects or otharacheristics adversely affecting their
safety, efficacy or cost-effectiveness that coulelpnt or limit their use. Any product using anyooi technology may fail to provide the
intended therapeutic benefits, or achieve therapbenefits equal to or better than the standatdeatment at the time of testing or
production.
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We have a history of operating losses and do nm&xo be profitable in the near future.

We have not generated any profits since our entoythe biotechnology business, have no sourcewafues, and have incurred significant
operating losses. We expect to incur additionataiey losses for the foreseeable future and, asmavease our research and development
activities, we expect our operating losses to imseesignificantly. We do not have any sourceswémaes and may not have any in the
foreseeable future.

We will need additional capital to conduct our ggiems and develop our products, and our abilitylitain the necessary funding is uncer

We need to obtain significant additional capitaiaerces through equity and/or debt financings, tgrand/or collaborative research
arrangements in order to develop products and moatbur business. The timing and degree of anydudapital requirements will depend on
many factors, including:

o the accuracy of the assumptions underlying otimases for our capital needs in 2005 and beyond:;

o scientific progress in our research and developmpegrams;

o the magnitude and scope of our research andajgweht programs;

o our ability to establish, enforce and maintamtsgic arrangements for research, developmentcalitesting, manufacturing and marketi
o our progress with preclinical development andicél trials;

o the time and costs involved in obtaining regulapprovals;

o the costs involved in preparing, filing, proseéegt maintaining, defending and enforcing pateatrok; and

o the number and type of product candidates thagiwsue.

We do not have any committed sources of capitatlitahal financing through strategic collaboratippablic or private equity financings,
capital lease transactions or other financing sssimay not be available on acceptable terms, alt. s&dditional equity financings could
result in significant dilution to our stockholdeRurther, if additional funds are obtained throagtangements with collaborative partners,
these arrangements may require us to relinquistisripp some of our technologies, product candidatggsoducts that we would otherwise
seek to develop and commercialize ourselves. ficset capital is not available, we may be reqdite delay, reduce the scope of or
eliminate one or more of our programs, any of whichld have a material adverse effect on our bgsine

Patents obtained by other persons may result imgément claims against us that are costly tordefend which may limit our ability to use
the disputed technologies and prevent us from ngsesearch and development or commercializatfgrotential products.

A number of pharmaceutical, biotechnology and otfmenpanies, universities and research institutiene filed patent applications or have
been issued patents relating to cell therapy, sy, T cells, and other technologies potentiedlgvant to or required by our expected
products. We cannot predict which, if any, of sapiplications will issue as patents or the clainad thight be allowed. We are aware that a
number of companies have filed applications retat;istem cells. We are also aware of a numbeatp applications and patents claiming
use of stem cells and other modified cells to tdéstase, disorder or injury.
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If third party patents or patent applications cantdaims infringed by either our licensed techmyyl@r other technology required to make .
use our potential products and such claims armatély determined to be valid, there can be norasse that we would be able to obtain
licenses to these patents at a reasonable castlif or be able to develop or obtain alternata@nology. If we are unable to obtain such
licenses at a reasonable cost, we may not be @blevelop some products commercially. There camoba&ssurance that we will not be
obliged to defend ourselves in court against atiega of infringement of third party patents. Patéigation is very expensive and could
consume substantial resources and create sigrificexertainties. An adverse outcome in such acsuild subject us to significant liabilities
to third parties, require disputed rights to berised from third parties, or require us to ceasegisich technology.

Our competition includes fully integrated pharmaa=l companies that have significant advantages as.

The markets for both therapeutic stem cell prodants multiple sclerosis products are highly comjweti We expect that our most significant
competitors will be fully integrated pharmaceuticampanies and more established biotechnology coiepal hese companies are
developing stem cell-based products, and they higneficantly greater capital resources and experith research and development,
manufacturing, testing, obtaining regulatory appis\and marketing than we currently do. Many of¢hgotential competitors are further
along in the process of developing products anal @gerate large, well-funded research and developpregrams. As a result, our
competitors may develop more competitive or affbfdgroducts, or achieve earlier patent proteatioproduct commercialization than we
do. Competitive products may render any producigroduct candidates that we develop obsolete.

If we fail to meet our obligations under our liceregreements, we may lose our rights to key teckynes on which our business depends.

Our business currently depends on two licenses fhira parties. Those third party license agreesi@npose obligations on us, such as
payment obligations and obligations to diligentiygue development of commercial products undelickased patents. If a licensor believes
that we have failed to meet our obligations undiégzemse agreement, the licensor could seek td bmierminate our license rights, which
could lead to costly and time-consuming litigataord, potentially, a loss of the licensed rightsribgithe period of any such litigation, our
ability to carry out the development and commeizadion of potential products could be significgrahd negatively affected. If our license
rights were restricted or ultimately lost, our @hito continue our business based on the affeteteldhology platform would be severely
adversely affected.

If we are unable to obtain future patents and gpheprietary rights our operations will be sign#itly harmed.

Our ability to compete effectively is dependenpart upon obtaining patent protection relating o technologies. The patent positions of
pharmaceutical and biotechnology companies, innlydurs, are uncertain and involve complex andwrgllegal and factual questions. The
coverage sought in a patent application can beedeami significantly reduced before or after theepais issued. Consequently, we do not
know whether the patent applications for our tedbgy will result in the issuance of patents, oatify future patents will provide significant
protection or commercial advantage or will be aneented by others. Since patent applications anesantil the applications are published
(usually eighteen months after the earliest effiectiling date), and since publication of discoesrin the scientific or patent literature often
lags behind actual discoveries, we cannot be cettiait the inventors of our licensed patents weeditst to make the inventions covered by
the patent applications or that the licensed patpplications were the first to be filed for sunkéntions. There can be no assurance that
patents will issue from the patent applicationgfdssued, that such patents will be of commerbihefit to us, afford us adequate protection
from competing products, or not be challenged atated invalid.

Restrictive and extensive government regulatiodelow or hinder our production of a cellular puatl

The research and development of stem cell therégpmsbject to and restricted by extensive regutelly governmental authorities in the
United States and other countries. The procesbtafring U.S. Food and Drug Administration, or FCakd other necessary regulatory
approvals is lengthy, expensive and uncertain. Valg fail to obtain the necessary approvals to comtiour research and development, which
would hinder our ability to manufacture or markey duture product.
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To be successful, our product candidates must é@&péed by the health care community, which candrg slow to adopt or unreceptive to
new technologies and products.

Our product candidates, if approved for marketingy not achieve market acceptance since hospitaysicians, patients or the medical
community in general may decide to not accept ditidaithese products. The product candidateswleaare attempting to develop represent
substantial departures from established treatmethieds and will compete with a number of more catieeal drugs and therapies
manufactured and marketed by major pharmaceutirapenies. The degree of market acceptance of aoyrafeveloped products will
depend on a number of factors, including:

o0 our establishment and demonstration to the medizamunity of the clinical efficacy and safetyair product candidates;

o our ability to create products that are supdnalternatives currently on the market;

o our ability to establish in the medical commuriftg potential advantage of our treatments overrative treatment methods; and
o reimbursement policies of government and thirdyppayers.

If the health care community does not accept oodycts for any of the foregoing reasons, or for atimer reason, our business would be
materially harmed.

We may be unable to open a blood cell bank faciéitien if we have sufficient capital.

We currently do not own or operate a blood cellki@tility. To our knowledge, no other companies fieezing and storing pluripotent stem
cells in the manner in which we plan to implemé&iée may not be able to locate a facility and/or perel for the blood cell bank. Further,
may be unable to convince HMO's, insurance compaamne private individuals of the potential bengficryofreezing an individual's blood
for use in the future. The failure to open and afethe blood cell bank facility may adversely effeur business strategy.

Our management team has a limited history of warkagether.

We have a limited history of operations under aurent officers and directors. Although experienaad officers have not worked together
for an extensive length of time. If for any reasam management members cannot work efficiently @&, our business will be adversely
affected. Further, any loss of one or more of oanagers may also have an adverse affect on ourdsssi

There is currently a limited market for our comnstock, and any trading market that develops irciremon stock may be highly illiquid
and may not reflect the underlying value of the @any's net assets or business prospects.

Although our common stock is currently traded oa @TC Bulletin Board, there is currently a limitexrket for our common stock and there
can be no assurance that an improved market will @gvelop. If a trading market does develop, snakket may be highly illiquid. Investors
are cautioned not to rely on the possibility thatative trading market may develop.

If our share price is volatile, we may be the tagfesecurities litigation, which is costly and #reconsuming to defend.

In the past, following periods of market volatilitythe price of a company's securities, securitiglérs have often instituted class action
litigation. If the market value of our common staokperiences adverse fluctuations and we beconudvied in this type of litigation,
regardless of the outcome, we could incur substiletjal costs and our management's attention doultlverted from the operation of our
business, causing our business to suffer.
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Our "blank check" preferred stock could be issweprevent a business combination not desired byagement or our current majority
shareholders.

Our articles of incorporation authorize the isswaot"blank check" preferred stock with such deatgms, rights and preferences as may be
determined by our board of directors without shaléér approval. Our preferred stock could be wiias a method of discouraging,
delaying, or preventing a change in our control ané method of preventing shareholders from rawpa premium for their shares in
connection with a change of control.

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

We may sell additional shares of common stock bssquent public or private offerings. We may atsué additional shares of common
stock to finance future acquisitions. We cannotijmtethe size of future issuances of our commonkstr the effect, if any, that future
issuances and sales of shares of our common stiidkawe on the market price of our common stockieS of substantial amounts of our
common stock (including shares issued in conneatitim an acquisition), or the perception that seales could occur, may adversely affect
prevailing market prices for our common stock.

We presently do not intend to pay cash dividendswrcommon stock.

We currently anticipate that no cash dividends hallpaid on the common stock in the foreseeabledutVhile our dividend policy will be
based on the operating results and capital neetti® dfusiness, it is anticipated that all earniifgay, will be retained to finance the future
expansion of the our business. Therefore, prospeitvestors who anticipate the need for immediaeme by way of cash dividends from
their investment should not purchase the shareseaffin this offering.

Employees

As of December 31, 2004, we had 17 full time emp&sy We believe that our relations with our empdsyare good. None of our employees
is represented by a union or covered by a collediargaining agreement.

The following table sets forth certain informaticgarding the Company's current directors and dixecafficers.

Name Age Position
David B. McWilliams..........ccccocueeeenn. 61 President and Chief Executive Officer, Director
Robert H. GOW.......ccvvvveiiiiiiiiis 71 Chairman of the Board
C. William RouUSE.........ccccvveeernnne. 57 Chief Financial Officer
Jim C. Williams......ccccoeeeeveniinnnnns 61 Chief Operating Officer
Mitzi Martinez-Montgomery.................. 50 Vice President of Discovery and Preclinical Ope rations
Donna R. Rill..........coooniiiiiinnnn. 50 Vice President of Operations
Sandy L. Livney..........oevevvnvvinenns 49 Vice President of Administration / Controller
Anthony N. Kamin..........cccceeveviinnne 44 Director
Paul M. Frison.........cccoocveieenninnen. 67 Director
Brian E. Rodriguez............cccceevunas 35 Director

ITEM 2. DESCRIPTION OF PROPERTY

Our principal executive offices and research faesiare located at 2408 Timberloch Place, Suife Bhe Woodlands, Texas, and our
telephone number is

(281) 272-9331. Our facilities are leased purst@operating leases for various terms. We belibaé dur lease is at a competitive or market
rate and do not anticipate any difficulty in leasguitable additional space upon expiration of@urent lease term. We currently hold an
option on 4,800 square feet of office and manufaoguspace which adjoins our current location.
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The Company conducts its research and developmentlmical manufacturing in this 7,117 sq. ft. Vtends facility and intends to contir

to expand and enhance its state of the art mamnuifiagtexpertise. T cell and stem cell therapieslmamanufactured in the same production
suite; utilizing the same GMP trained personnelsthllowing for significant operational synergytas Company develops cellular products
utilizing both technologies. The components ofrtienufacturing facility are a small gowning areapaamon service area, and a GMP
production suite for the manufacture of T cell atein cell therapies with sufficient capacity foaBé | quantity products. The Company is
planning to build a 1200 sq. ft. pilot facility fapproximately $1 million which will provide the cessary manufacturing capacity for Phase I
& Il clinical trials as well as the option to fimer expand the facility as the multiple scleroségydostic product is launched.

ITEM 3. LEGAL PROCEEDINGS
We are not currently a party to any material lgakeedings.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted during the fourth quasfeéhe period covered in this report to a votslwdireholders
PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDERS MATTERS

The common stock of PharmaFrontiers is traded erBtiletin Board under the Symbol PFTR (previousided under the Symbol SPOU
until July 2004). The quarterly ranges of high &l sales prices for the last two fiscal yearssdrewn below and reflect inter-dealer prices,
without retail mark-up, mark-down or commissiongdanay not reflect actual transactions:

2004 HIGH LOW

Fourth Quarter $ 95 0 ----- $ 5‘;)0
Third Quarter $ 8.1 5 ----- $ séo
Second Quarter $14.2 5 ----- $ 061
First Quarter $ 0.0 3 ----- $ 0(-Jl
2003 HeH LOW

Quarter ended December 31 $ 15 0 ----- $ OéO
Quarter ended September 30 15 002-5
Quarter ended June 30 1.5 002-5
Quarter ended March 31 1.5 002-5

No cash dividends have been declared on the Comgmanynon stock since the Company's inception aiscniot anticipated that dividen
will be declared on our common stock in the foreséefuture.

As of December 31, 2004, there were approximat@8/Holders of record of our Common Stock.

Trades of our common stock may be subject to SEIE Fag-9, which imposes certain requirements olidrvdealers who sell securities
subject to the rule to persons other than estadislhistomers and accredited investors. For transaatovered by the rule, brokers/dealers
must make a special suitability determination forghasers of the securities and receive the pueckasritten agreement to the transaction
prior to sale. The SEC also has rules that regblatker/dealer practices in connection with tratisas in "penny stocks." Penny stocks
generally are equity securities with a price ofldwn $5.00 (other than securities registeredeoiaio national securities exchanges or quoted
on the NASDAQ system, provided that current pricd ®olume information with respect to transactiomthat security is provided by the
exchange or system). The penny stock rules requireker/ dealer, prior to a transaction in a pestogk not otherwise exempt from the
rules, to deliver a standardized risk disclosureudeent prepared by the SEC that provides informadlmout penny stocks and the nature and
level of risks in the penny stock market. The brédealer also must provide the customer with curbéhand offer quotations for the penny
stock, the compensation of the broker/dealer ansiallesperson in the transaction, and monthly atcatements showing the market value
of each penny stock held in the customer's accdtmet bid and offer quotations, and the broker/deatel salesperson compensation
information, must be given to the customer oralynowriting prior to effecting the transaction amdist be given to the customer in writing
before or with the customer's confirmation. Theiseldsure requirements have the effect of redutiedevel of trading activity in the
secondary market for our common stock. As a resutiese rules, investors may find it difficultgell their shares
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Restrictions on Sales by Certain Existing Sharehokts

A total of 3,941,248 shares are subject to a lgglagreement that precludes any sales prior to4up@05 and, thereafter, limits sales of u
an aggregate of 492,656 shares of Company comrook ger 90-day period. This lock-up will termindftéhe last sales price of the
Company common stock is at or above $10.00 peedbarl0 out of 20 consecutive days, or upon arigheaof control” transaction.

A total of 891,820 shares are subject to anothek-lp agreement effective May 2004 that limits salBup to an aggregate of 74,319 shares
of Company common stock per 90-day period. Thik-ge agreement restriction will terminate if the Iaales price of the Company comn
stock is at or above $10.00 per share for 10 o@0afonsecutive days commencing from the dateeoStock Transaction, or upon a "change
of control" transaction.

A total of 2,500,000 shares are subject to andtwl-up agreement effective November 5, 2004 thetlpdes any sales prior to November 5,
2005 and, thereafter, limits sales of up to an egage of 312,500 shares of Company common stoc&(péay period. There is no terminat
provision in this lock-up agreement.

Equity Compensation Plan Information

The following table sets forth information, as aéd@mber 31, 2004, with respect to the Company'peasation plans under which common
stock is authorized for issuance. We issue optiomsficers, directors, employees and consultantieu our stockholder approved 2004
Compensatory Stock Plan. Additionally, prior toyJ2004, the Company issued warrants and optionertain officers, directors and
consultants not approved by stockholders, whialieisses were negotiated between the recipient &Bdhrd of Directors on an issuance
basis. We believe that the exercise price forfahe options set forth below reflects fair marketue.

Number of Securities To Weighted Average Number of Securities

be Issued Upon Exercise Exercise Price of  Remaining Available for

of Outstanding Options, Outstanding Options,  Future Issuance Under
Warrants and Rights Warrants and Rights Equity Compensation Plans

(Excluding Securities
Reflected in Column A)

Plan Category (A) (B) ©)
Equity Compensation
Plans Approved by 1,132,000 $3.00 868,000
Security Holders
Equity Compensation
Plans Not Approved by 200,000 $3.00 @ -
Security Holders

Total 1,332,000 $6.00 868,000

Recent Sales of Unregistered Securities
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Set forth below is certain information concernisguances of securities by the Company that wereegitered under the Securities Act.

On February 14, 2005 we completed the second thaoha private offering of 15% convertible promigsaotes (the "Notes"); we issued
Notes with an aggregate principal amount of $6.lioni The Notes are mandatorily exchangeable éousities at the earlier of an "Equ
Financing" (as defined below) or upon maturity covBimber 30, 2005. The Notes and accrued interestavertible at a purchase price
equal to the weighted average gross offering prfagur common stock or common stock equivalenisddsn an Equity Financing. If no su
Equity Financing occurs, the Notes and accrueddsteare convertible at $3.00 per share on Nove®@®e2005. An "Equity Financing" is
defined as our raising at least $10,000,000 inasreeseries of transactions of common stock or comstock equivalent securities prior to
the maturity of the Notes. As additional considierafor the purchase of Notes, we issued to invesda aggregate of 612,468 shares of our
common stock and, upon the earlier of an Equit@R@ing or maturity of the Notes, each investor vatieive a one-year warrant to purchase
shares of our common stock. Each warrant will ker@gable for that number of shares of common stoglal to the principal amount of the
Note purchased divided by the warrant's exercige pfhe warrant's exercise price will be equad@®6 of the weighted average gr(

offering price of equity issued in an Equity Finargeor, if there is no Equity Financing, $3.00 ghare.

In December 2004 we issued to a director optioqmutohase 20,000 shares of Common Stock at theisaqarice of $3.00 per share. The
option vested 1/3 on signing and 1/3 will vest anleof the next two anniversaries provided thateneains a director upon such anniversary
dates.

In December 2004 we issued to a consultant optmpsirchase 80,000 shares of Common Stock at #eisg price of $3.00 per share. The
option will vest 1/3 on the first anniversary ofiising and 1/3 on each of the next two anniversamesgided that he remains a consultant upon
such anniversary dates.

In November 2004 we issued to an advisor optiommitehase 20,000 shares of Common Stock at theisgqarice of $3.00 per share. The
option will vested upon the first anniversary oé gigning date.

In November 2004 the Company issued to four em@symtions to purchase an aggregate of 275,0086sbh&Common Stock at the
exercise price of $3.00 per share. The optionswest 1/3 on the first anniversary of signing af@ldn each of the next two anniversaries
provided that the employee remains employed upoh anniversary dates.

In November 2004 we issued to an advisor an opiggurchase 50,000 shares of Common Stock at #reisg price of $3.00 per share. The
option will vest 1/3 on the first anniversary ofising and 1/3 on each of the next two anniversaqmiegided that he remains an advisor upon
such anniversary dates.

In November 2004, we issued 2,500,000 shares sx8@dited investors in connection with the actjoisiof Opexa Pharmaceuticals, of
which 250,000 shares are subject to an escrow mgree

In November 2004 we issued to a director an ogtigourchase 20,000 shares of Common Stock at #reisg price of $3.00 per share. The
option vested 1/3 on signing and 1/3 on each ohthe two anniversaries provided that he remaidisextor upon such anniversary dates.

The above transactions were completed pursuaregdtidd 4(2) of the Securities Act and did not inehany public offering and were sold to
a limited group of persons. Each recipient eitleeeived adequate information about the Companydraecess, through employment or ¢
relationships, to such information, and the Compdetgrmined that each recipient had such knowladgeexperience in financial and
business matters that they were able to evaluatm#rits and risks of an investment in the Company.

Except as otherwise noted, all sales of the Conipa@gurities were made by officers of the Compaing received no commission or other
remuneration for the solicitation of any persordmnection with the respective sales of securitescribed above. The recipients of secur
represented their intention to acquire the seesriibr investment only and not with a view to ardale in connection with any distribution
thereof and appropriate legends were affixed testiare certificates and other instruments issusdcéh transactions.
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ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS
Organizational History

The Company was incorporated in Texas in 1986 aigthally engaged in businesses other than thehgiopaceutical business. These other
business operations were terminated in Februarg.260May 2004, we entered the biopharmaceuticaif@ss by acquiring an entity that
held rights to treatments using adult pluripotdatscells derived from adult human peripheral bja in connection therewith we changed
our name to our current corporate name. From aouating standpoint, the subsidiary is deemed tlyeieer in a reverse merger whereby the
parent is deemed the survivor of the reorganizaterrse merger. As such, our financial statemamtghose of the subsidiary On November
5, 2004, we acquired Opexa Pharmaceuticals, Indchaholds rights to technology to diagnose andttneultiple sclerosis through modified
autoreactive T cells.

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

Critical Accounting Policies
General

The Consolidated Financial Statements and Not€otwsolidated Financial Statements contain inforomatihat is pertinent to this
management's discussion and analysis. The prepaiatiinancial statements in conformity with acnting principles generally accepted in
the United States requires management to makeassmand assumptions that affect the reported amofiassets and liabilities and
disclosure of any contingent assets and liabilifiéanagement believes these accounting policies\evjudgment due to the sensitivity of
methods, assumptions and estimates necessaryeimmieing the related asset and liability amountan&bement believes it has exercised
proper judgment in determining these estimatesdarehe facts and circumstances available to @sagement at the time the estimates"
made. The significant accounting policies are dbsdrin the Company's financial statements (See Mah the Notes to Consolidated
Financial Statements).

Principles of consolidation

The accompanying consolidated financial statemainise Company include the accounts of its whoikned subsidiaries. All significant
intercompany accounts and transactions have baaimated.

Long-lived assets

Long-lived assets (i.e., intangible assets) ar&evesd for impairment whenever events or changesraumstances indicate that the net book
value of the asset may not be recoverable. An imyit loss is recognized if the sum of the expefitade cash flows (undiscounted and
before interest) from the use of the asset istlens the net book value of the asset. Generaklyathount of the impairment loss is measured
as the difference between the net book value och#iset and the estimated fair value of the relassdt. Management does not believe any
assets have been impaired at December 31, 2004.

Revenue
We did not receive any revenue in 2004 and do xjp¢&t any revenue in 2005.
Intellectual Property
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As of December 31, 2004, we had $27,042,834 ofiguteial property, $23,991,128 of which resulteshfrthe acquisition of Opexa
Pharmaceuticals and $3,051,706 which pertaineldet@dnsideration paid to the University of Chicégothe worldwide license to technolc
developed at Argonne National Laboratory. Of th8,991,128 of acquired intangible assets, the fulbant is assigned to an inseparable
group of patents and licenses that cannot funétidependently by themselves. The weighted averagtullife of the intangible group as of
December 31, 2004 is approximately 16.5 years.\Widighted average useful life of the University dfi€ago license is 19 years.
Accumulated amortization for the Intellectual Pnapeas of December 31, 2004 is $251,761. The Compétained a fairness opinion from
an independent investment banking firm with respethe Opexa acquisition. In accordance with FA3, the Board authorized an
impairment analysis as of December 31, 2004. Naimpgent existed.

Results of Operations and Financial Condition
Revenue
Net Sales. We recorded no sales for the twelve nsoended December 31, 2004 and 2!
General and Administrative Expenses

Our general and administrative expenses increasedgithe twelve months ended December 31, 200831927,488 as compared to $80,801
from January 22, 2003 ("Inception”) to DecemberZ1)3. The increase in general and administratiperses is due primarily to the stap-
of operations which included the hiring of new pensel including employees and directors and sdiertdvisory board members. These
individuals have agreements with the Company wpidvide for salary payments. The increase in operats also attributable to the
acquisition of Opexa Pharmaceuticals and the assomgf its operations and research and developmemgrams. Also included are
professional fees incurred from legal, accountarg] consulting services to secure and expand aemde patent claims as well as license
milestone fees to the University of Chicago. Susticgpated future expenses may include researchdaadlopment, professional and
consulting fees, and expenses associated with raatowiing facilities.

Research and Development Expense

Research and development expense increased t®?832jethe twelve months ended December 31, 20@#pared to $ -0 - from Inception
to December 31, 2003. The increase is primarilgteel to the acquisition of Opexa Pharmaceuticaldtarongoing Phase I/11 Clinical Trial
for Tovaxin as well as the beginning of the Prenfchl Studies for our Cardiac and Diabetes Sterh Twrapies.

Interest Expense

Interest will accrue at a rate of 15% per annune Notes are mandatorily exchangeable for secuatiéise earlier of an Equity Financing (as
defined below) or upon maturity on November 30,20Che Notes and accrued interest are convertttdeparchase price equal to the
weighted average gross offering price of the Cornganmmon stock or common stock equivalents issnethiEquity Financing. If no such
Equity Financing occurs, the Notes and accruedestere convertible at $3.00 per share. An Edtiitancing is defined as a Company raise
of at least $10,000,000 in one or a series of &etitns of common stock or common stock equivadentrities prior to the maturity of the
Notes. Interest will be paid in cash or at the@pbf the Company, in shares of common stock vaiie8.00 per shar

Net loss

We had net loss for the year ended December 34, 2004,620,664 or ($.73) per share (basic andetil), compared with a net loss of
$126,003, from Inception to December 31, 2003. Jtary reason for the increase in net loss istdube start-up of operations which
included the hiring of new personnel including eaygles and directors and scientific advisory boaedhivers. These individuals have
agreements with us which provide for salary paymente increase in net loss is also attributabteeéaacquisition of Opexa Pharmaceuticals
and the assumption of its operations and reseamthi@velopment programs. Also included are prodessifees incurred from legal,
accounting, and consulting services to secure gpdral our license patent claims as well as licemgestone fees to the University of
Chicago. Such anticipated future expenses maydedeasearch and development, professional and ltimigsiees, and expenses associated
with manufacturing facilities.
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Liquidity and Capital Resources

Since our Inception, the Company has financedagsations from the sale of its debt and equity sges (including the issuance of its
securities in exchange for goods and services)inBuhe six months ended February 2005, the Compeawmgtely placed an aggregate
principal amount of $6.1 million of 15% Notes. TiNetes are mandatorily exchangeable for securitiiseaearlier of an Equity Financing or
upon maturity on November 30, 2005. The Notes acdued interest are convertible at a purchase pdcal to the weighted average gross
offering price of the Company common stock or comratock equivalents issued in an Equity Finandifigo such Equity Financing occurs,
the Notes and accrued interest are convertibl®.80%er share. As additional consideration forghechase of Notes, the Company issued to
investors an aggregate of 612,688 shares of Comganynon stock and, upon the earlier of an EquibaRcing or maturity of the Notes,
each investor will receive a one-year warrant. iitamber of shares of common stock underlying theamreach investor will be issued will
be determined by dividing the aggregate principabant of the Notes by the exercise price. The esenrice will be equal to 50% of the
weighted average gross offering price of Companytggssued in an Equity Financing or, if therens Equity Financing, $3.00.

As of December 31, 2004, the Company had cashsf,$92. Giving effect to the closing of the saletwf Notes in February 2005, we
believe we have sufficient cash to fund currentrapens through June 2005. The Company's curremt tate in the first quarter of 2005 was
$500,000 per month. As the operations of the Compamp up, our burn rate is expected to increa$85®,000 per month in the second
through the fourth quarters of 2005. The Comparigbes that we will need a minimum of $9,000,000uod our operations for fiscal 2005.
This money will be used for research and developraed for general and administrative expenses.ddrapany anticipates that it will need
to engage in best efforts sales of its securitiasise needed working capital. Failure to raissessary working capital will cause us to curtail
operations.

Contractual Commitments

The Company has exercised its option with the Lanidio renew the lease on its executive officesrasdarch facilities for a term of five
years with an option for an additional five yearsha& then prevailing market rate. Management igimgaon final construction pricing in ord
to finalize the rental rate on the lease renewal.

In its acquisition of Opexa in November 2004, whaaguisition was previously announced on a CufRaptort on Form 8-K filed on
November 8, 2004, the Company assumed a leas@&2041 square foot office/warehouse facility use@®aexa's headquarters locate
Houston, TX. This facility was deemed unsuitableftdure expansion and a lease termination wastisgd by the Company which
terminated the remaining eight year obligation esdliced the annual facility expenses by $215,086.l@ase termination required for a final
monthly lease payment for February 2005, surrentitire security deposit in the amount of $15,381@ a lease termination fee of $56,763.
The agreement also contains a mutual release pyosiseleasing both parties from any claims each hodd against the other under the lease
dated on or about May 31, 2002.

Off-Balance Sheet Arrangements
As of December 31, 2004, the Company had no ofi+izd sheet arrangements.
Recent Accounting Pronouncements

In December 2004, the Financial Accounting Stansl&udiard ("FASB") enacted Statement of FinancialdArtting Standards 123--revised
2004 ("SFAS 123R"), Share-Based Payments, whidacep Statement of Financial Accounting Standarmlsli43 ("SFAS 123"),
Accounting for Stock-Based Compensation, and sepes APB Opinion No. 25 ("APB 25"), Accounting ftock Issued to Employees.
SFAS 123R requires the measurement of all emplsliaesbased payments to employees, including grants pfamee stock options, using
fair-value-based method and the recording of suglerse in the consolidated statements of income.
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The accounting provisions of SFAS 123R will be efifiee for the Company for reporting periods begmgnafter December 15, 2005. The pro
forma disclosures previously permitted under SF2S 1o longer will be an alternative to financiatstment recognition. See Note 1 of the
Notes to Consolidated Financial Statements foptieeforma net income and net income per share atapfaon Fiscal 2003 through Fisc

2004, as if the Company had used a fair-value-bamttiod similar to the methods required under SEAER to measure compensation
expense for employee stock incentive awards. Thapg2oy is evaluating the terms and structure daftitsent share based payments and does
not expect the adoption to have a significant, estvémpact on the consolidated statements of inc@mdenet income per share as it relates to
current granted options and warrants as of theafdtee adoption.

In January 2003, the FASB issued InterpretationdgR) ("FIN 46"), Consolidation of Variable IntsteEntities. FIN 46 addresses
consolidation by business enterprises of variattierést entities (formerly special purpose enfiitiesgeneral, a variable interest entity is a
corporation, partnership, trust or any other legalcture used for business purposes that eithelog@s not have equity investors with voting
rights or (b) has equity investors that do not ptesufficient financial resources for the entitysupport its activities. The objective of FIN
is not to restrict the use of variable interesttes, but to improve financial reporting by compaminvolved with variable interest entities.
FIN 46 requires a variable interest entity to besmidated by a company if that company is sulifeet majority of the risk of loss from the
variable interest entity's activities or entitl@edréceive a majority of the entity's residual retuor both. The consolidation requirements are
effective for the first period that ends after MadS5, 2004; the Company elected to adopt the requents effective for the reporting period
ending December 31, 2004. The adoption of FIN 4brwmeffect on the consolidated financial statement

ITEM 7. FINANCIAL STATEMENTS
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balsineet of PharmaFrontiers Corp., ("Pharma”)(aldement stage company), as of
December 31, 2004 and the related consolidateenséatts of operations, changes in stockholderstyegnd cash flows for the year then
ended and the period from January 22, 2003 (Ineepthrough December 31, 2003 and 2004. These lidatan financial statements are the
responsibility of Pharma's management. Our respitgiis to express an opinion on these consoéiddtnancial statements based on our
audits.

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@dited States). Those standards
require that we plan and perform the audits toiabtsasonable assurance about whether the contaliflaancial statements are free of
material misstatements. An audit includes examinimga test basis, evidence supporting the amaunaslisclosures in the consolidated
financial statements. An audit also includes assgsbe accounting principles used and signifiemiimates made by management, as well as
evaluating the overall consolidated financial stegat presentation. We believe that our audits e reasonable basis for our opinion.
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In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Pharma as of December 31, 2004 and the consadidasults of its operations and its cash flowstie periods described in conformity
with accounting principles generally accepted m lthmited States of America.

The accompanying consolidated financial statemiesie been prepared assuming that Pharma will agntis a going concern. As discussed
in Note 2 to the consolidated financial statemePbgrma has suffered recurring losses from op&isaod has a negative working capital,
which raises substantial doubt about its abilitgdatinue as a going concern. Management's plgasdimg those matters are described in
Note 2. The consolidated financial statements danotude any adjustments that might result from dntcome of this uncertaint

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

February 23, 2005
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PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED BALANCE SHEET

December 31, 2004

Current Assets

Cash $ 851,992
Prepaid expenses 94,337
Current assets 946,329
Intangible assets, net of $251,761 of
accumulated amortization 26,791,073
Property & equipment, net of $184,318
of accumulated depreciation 341,984
Total Assets $ 28,079,386

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities

Accounts payable $ 1,188,617

Accrued expenses 233,831

Convertible notes, net of

unamortized discount of $2,619,754 608,221

Stock payable to convertible note holders 367,243

Notes payable 2,485,253
Total Current Liabilities 4,883,165

Commitments and Contingencies -

Stockholders' Equity
Convertible preferred stock, no par value,

10,000,000 shares authorized, none issued and ou tstanding -

Common stock, $.05 par value, 50,000,000 shares

authorized, 10,059,838 shares issued and outstan ding 502,992

Additional paid in capital 27,439,896

Deficit accumulated during the development stage (4,746,667)
Total Stockholders' Equity 23,196,221
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 28,079,386

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

CONSOLIDATED STATEMENTS OF EXPENSES
Year ended December 31, 2004 and the Period frommeadg 22, 2003 (Inception) through December 31 328d 2004

Inception Inception
through through

2004 2003 2004

General and administrative $ 3,127,488 $ 80,801 $ 3,208,289
Research and development 632,621 - 632,621

Net operating loss (3,760,109) (80,801) (3,840,910)
Interest income 5,992 - 5,992
Other income 2,379 - 2,379
Interest expense (868,926) (45,202) (914,128)
NET LOSS $ (4,620,664) $(126,003) $ (4,746,667)
Basic and diluted loss per share $ (.73) N/A
Weighted average shares outstanding 6,309,145 N/A

See accompanying summary of accounting policiesnates to consolidated financial statements
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PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED STATEMENT OF CHANGES IN ST
From January 22, 2003 (Inception) throug

Shares issued for cash 5,250,0
Shares repurchased and cancelled (1,706,2
Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Net loss

Balances at December 31, 2003 3,543,7

Shares issued for:

- cash 22,5

- services 2,065,0

- license 242,6

- reverse merger with Sportan 997,3

- acquisition of Opexa 2,500,0

- additional shares attached to

convertible debt 161,0

- conversion of convertible notes 607,5
Shares cancelled (80,0
Offering costs relating to

convertible debt
Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option expense
Net loss

Balances at December 31, 2004 10,059,8

Less: par

Additional paid in capital

any)
OCKHOLDERS' EQUITY
h December 31, 2004

Deficit
Accumulated
During the

Common Stock Development
S Amount Stage
00 $ 1,000 $ - $
50) (325) -

- 28,180 -

- 28,180 -

- - (126,003)
50 57,035 (126,003)
00 9,000 -
00 849,000 -
88 427,075 -

99 (147,733) -
00 23,750,000 - 2
00 288,366 -
01 248,370 -
00) - -

- (365,909) -

- 855,849 -

- 1,848,502 -

- 123,333 -

- - (4,620,664) (
38 27,942,888 $(4,746,667) $2

502,992
$27,439,896

See accompanying summary of accounting policiesnates to consolidated financial statements
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28,180
28,180
(126,003)

(68,968)

9,000
849,000
427,075

(147,733)
3,750,000

288,366
248,370

(365,909)

855,849
1,848,502

123,333
4,620,664)



PHARMAFRONTIERS CORP.

(A Development Stage Comp

CONSOLIDATED STATEMENTS OF CA
Year ended December 31, 2004 and the Period
(Inception) through December 31, 2

Cash flows from operating activities
Net loss
Adjustments to reconcile net
loss to net cash used in
operating activities:
Stock issued for services
Amortization of discount on
notes payable due to warrants
and beneficial conversion feature
Amortization of intangible assets
Depreciation
Option expense
Loss on disposition of fixed assets
Changes in:
Accounts payable
Prepaid expenses
Accrued expenses

Net cash used in
operating activities

Cash flows from investing activities
Purchase of licenses
Purchase of property & equipment

Net cash used in
investing activities

Cash flows from financing activities
Common stock sold for cash
Common stock repurchased and canceled
Payments on license notes payable
Proceeds from debt

Net cash provided by
financing activities

Net change in cash
Cash at beginning of year

Cash at end of year

See accompanying summary of accounting policiesnates to consolidated financial statements

any)
SH FLOWS

from January 22, 2003

003 and 2004

Inception
through
2004 2003
$(4,620,664) $(126,003)
849,000 -
753,812 42,755
251,761 -
13,058 -
123,333 -
457,122 -
58,670 137
(38,950) -
23,822 7,504
(2,129,036) (75,607)
(232,742) -
(173,004) -
(405,746) -
9,000 1,000
(325)
(5,000) -
3,382,706 75,000
3,386,706 75,675
851,924 68
68 -
$ 851,992 $ 68
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Inception
through
2004

$(4,746,667)

849,000

796,567
251,761
13,058
123,333
457,122

58,807
(38,950)
31,326

(232,742)
(173,004)

10,000
(325)
(5,000)
3,457,706



PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED STATEMENTS OF CASH FLO
Year ended December 31, 2004 and the Period
(Inception) through December 31, 2

NON-CASH TRANSACTIONS

Issuance of common stock for

purchase of Opexa $23,750,
Issuance of common stock to

Sportan shareholders 147,
Issuance of common stock for

University of Chicago license 427,
Conversion of notes payable

to common stock 248,
Conversion of accounts payable

to note payable 93,
Discount on convertible notes

relating to:

- warrants 1,848,

- beneficial conversion feature 855,

- stock attached to notes 288,

any)

WS (Continued)

from January 22, 2003
003 and 2004

Inception Inception
through through
2003 2004

000 $ - $23,750,000
733 - 147,733
075 - 427,075
370 - 248,370
364 - 93,364
502 28,180 1,876,682
849 28,180 884,029
366 - 288,366

See accompanying summary of accounting policieshatek to consolidated financial statements



PHARMAFRONTIERS CORP.
(A Development Stage Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

PharmaFrontiers Corp. ("Pharma") was incorporatetexas on January 22, 2003 as a biopharmaceatiogbany engaged in developing
autologous personalized cell therapies. Duringdinvelopment stage, Pharma acquired the worldwigadie to technology developed at
Argonne National Laboratory, a U.S. Department oéfgy Laboratory Operated by the University of @gic ("Argonne"). This is an
exclusive license to a stem cell technology in Wwhadult pluripotent stem cells are derived from oaytes obtained from the patient's own
blood. (the "License"). A patent application wdediin November 2003, with the United States PadedtTrade Office regarding the
technology involved in the License.

On October 7, 2004 Pharma entered into an agreemectuire all of the outstanding stock of Opekarfhaceuticals, Inc. ("Opexa"). The
agreement closed on November 5, 2004. A total59@000 shares of Pharma’'s common stock were egetdar all the outstanding stock
Opexa's of which 250,000 shares is held in escruhtlae balance of 2,250,000 was issued to Opexatelsolders in December 2004. The
acquisition was accounted for under the purchagsbadewhere all of Opexa's assets are restatdtbiofair market value on the acquisition
date, which approximated book value. The 2,5008@0es of Pharma were valued at $23,750,000 o0 $&56share, which represents their
current value at the time. See note 12 for details.

Opexa holds rights to technology to diagnose agat tmultiple sclerosis through modified autoreacfivcells and is currently in FDA Phase
I/l human dose ranging clinical trials to evaludgesafety and effectiveness in treating multgdterosis.

Basis of presentation. The consolidated finand&tksnents include the accounts of Pharma and itdlyvbwned subsidiary, Opexa.
Significant inter-company accounts and transactiang been eliminated.

Reclassifications. Certain amounts in the 2003 alidsted financial statements have been recladsificonform to the 2004 consolidated
financial statement presentation.

Use of Estimates in Financial Statement Preparaliba preparation of consolidated financial statet:én conformity with accounting
principles generally accepted in the United StafeSmerica requires management to make estimatgassumptions that affect the reported
amounts of assets and liabilities, the disclosfimatingent assets and liabilities at the datthefconsolidated financial statements, and the
reported amounts of revenues and expenses dugngplorting period. Actual results could differrfrahose estimates.

Cash and cash equivalents. For purposes of tremgats of cash flows, cash equivalents includkighily liquid investments with original
maturities of three months or less.
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Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldégateciation. Depreciation is provided
using the straight-line method over the estimatgzful lives of the assets. Major renewals and imgneents are capitalized, while minor
replacements, maintenance and repairs are chargenirent operations.

Impairment losses are recorded on long-lived asssd in operations when indicators of impairmeetpesent and the undiscounted cash
flows estimated to be generated by those assetesw¢han the assets' carrying amount.

Income Taxes. Income tax expense is based on egpearnings before income taxes. Deferred incoresteeflect the impact of temporary
differences between assets and liabilities recaghfar consolidated financial reporting purposes such amounts recognized for tax
purposes, and are measured by applying enactedtesin effect in years in which the differences expected to reverse.

Stock-Based Compensation. Pharma accounts for-bi@eéd compensation under the intrinsic value ntetbader this method, Pharma
recognizes no compensation expense for stock agptjoamted when the number of underlying shareadsvk and exercise price of the option
is greater than or equal to the fair market value stock on the date of grant. The followingl¢éabustrates the effect on net loss and net
loss per share if Pharma had applied the fair vatogisions of FASB Statement No. 123, Accountiog$tock-Based Compensation, to
stock-based employee compensation.

Inception Inception
through through
2004 2003 2004
Net loss as reported $(4,620,6 64) $ (126,003) $(4,746,667)
Add: stock based compensation
determined under intrinsic
value-based method 123,3 33 - 123,333
Less: stock based compensation
determined under fair value-
based method (153,3 64) - (153,364)
Pro forma net loss $(4,650,6 95) $ (126,003) $(4,776,698)
Basic and diluted net loss
per common share:
As reported $(.7 3) N/A N/A
Pro forma $(.7 4) N/A N/A

The weighted average fair value of the stock optigranted during 2004 was $3.09. Variables usdikiBlack-Scholes option-pricing model
include (1) 2% risk-free interest rate, (2) expdatgtion life is the actual remaining life of thptimns as of each year end, (3) expected
volatility is from 0.1% to 796.30% and (4) zero egfed dividends.
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Basic and diluted net loss per share calculatioageesented in accordance with Financial Accognfitandards Statement 128, and are
calculated on the basis of the weighted averagebeuwf common shares outstanding during the yday Thclude the dilutive effect of
common stock equivalents in years with net incoBasic and diluted loss per share is the same dtetabsence of common stock
equivalents.

Research and development. Research and developwperises include salaries and related employeasgp@nd consulting fees, facility
costs, and laboratory costs. All costs for researthdevelopment activities are expensed as induPiearma expenses the costs of licens
patents and the prosecution of patents until theaisce of such patents and the commercializatioelated products is reasonably assured.

Recently Issued Accounting Pronouncements:

In December 2004, the FASB issued SFAS No.123R¢6Anting for Stock-Based Compensation” SFAS No.l188@blishes standards for
the accounting for transactions in which an ergitghanges its equity instruments for goods or sesviThis Statement focuses primarily on
accounting for transactions in which an entity atg@mployee services in share-based payment tdmss. SFAS No.123R requires that the
fair value of such equity instruments be recognias@xpense in the historical financial statemastservices are performed. Prior to SFAS
No0.123R, only certain pro forma disclosures of f@ilue were required. SFAS No0.123R shall be effedior small business issuers as of
beginning of the first interim or annual reportipgriod that begins after December 15, 2005. WHilgrfa has issued options to employees
recently, the adoption of this new accounting proreement is not expected to have a material ingrathe consolidated financial statements
of Pharma during the calendar year 2006.

Pharma does not expect the adoption of any otleently issued accounting pronouncements to haigniisant impact on their consolidat
financial position, results of operations or caskvf

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarstatiements, Pharma incurred recurring net lodsesspectively, has an accumulated
deficit of $4,746,667 and a working capital defifit These conditions raise substantial doubt &htrma'’s ability to continue as a going
concern. Management is trying to raise additioagital through sales of convertible debt and eqdibe consolidated financial statements
not include any adjustments that might be necess®lyarma is unable to continue as a going concern

NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreewidnthe University of Chicago ("University") fohé worldwide license to technology
developed at Argonne National Laboratory, a U.Syd@enent of Energy Laboratory Operated by the Usite In consideration for the
license, Pharma paid the University
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$57,742 and agreed to issue 375,375 shares afriison stock. 187,688 shares valued at $75,075 isgued on February 20, 2004. In
December 2004, the License Agreement was amend@dirgy Pharma an exclusive, non-transferable waddwcense to the University's
stem cell technology. In consideration for the admeant, Pharma paid the University an additional550d0, issued the University 55,000
shares of common stock valued at $352,000, brindiadotal ownership of Pharma by the Universit24@,688 shares, agreed to pay the
University $1,500,000 on the earlier of October ZW)5 or upon the closing of a Pharma financingre/peoceeds are greater than $10
million and agreed to issue the University shafedBh@rma common stock, including the shares alréslyed, equal to 2.6% of the total
outstanding number of shares after conversionefiito exchangeable convertible subordinated pramisstes upon the later of the First
financing or November 30, 2005 and after issuarfi@ny and all equity in the form of stock at thesd of the first Financing.

In June of 2004, Pharma paid $50,000 to The Unityeo$ Texas MD Anderson Cancer Center for the aptio negotiate a licensing
agreement for the use of peripheral blood stens éetlcardiac regeneration. The option to negotiadicensing agreement expired on
September 21, 2004 and the non-refundable fee@D$b was written off at the end of the fourth denar

NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atémelber 31, 2004:

Description Li fe Amount
University of Chicago license (see note 3) 19 years 3,051,706
Opexa intangible group (see note 12) 16 years 23,991,128
27,042,834
Less: accumulated amortization
26,791,073
Amortization expense totaled $251,761 and $0 tefi2004 and 2003, respectively.
NOTE 5 - PROPERTY AND EQUIPMENT
Property and equipment consisted of the followihg a
Description Li fe Amount
Leasehold improvements 5 years $ 29,795
Computer equipment 3 years 50,669
Office furniture and equipment 3- 5 years 224,218
Laboratory equipment 5- 10 years 221,620
526,302
Less: accumulated depreciation (184,318)
341,984
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Depreciation expense totaled $13,058 and $0 ialfd@04 and 2003, respectively.
NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferredssets and liabilities are determined based @expected future tax consequences of
temporary differences between the carrying amooinéssets and liabilities for financial and incotae reporting purposes. During fiscal
2004 and 2003, Pharma incurred net losses anaftiney has no tax liability. The net deferred taged generated by the loss carry-forward
has been fully reserved. The cumulative net opggdtiss carnforward is approximately $3,000,000 at December2804, and will expire il
the years 2023 through 2024.

At December 31, 2004, deferred tax assets consi$tiénrd following:

Deferred tax assets

Net operating losses $ 1,0 20,000
Less: valuation allowance (1,0 20,000)
Net deferred tax asset $

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES & STOCK PAYA BLE TO NOTE HOLDERS
During 2004, Pharma issued convertible notes testors totaling $3,227,975. A description of théesas as follows:

o Maturity: The notes mature on November 30, 2@5vhich time the principal amount of the noted il mandatorily convertible into
shares of common stock at the conversion pricedasribed below).

o Interest: Interest will accrue at a rate of 1586 gnnum. If Pharma completes an Equity Financiig po November 30, 2005, interest will
be converted to common stock using a conversiare @i the weighted average gross offering pricBlefrma’s common stock or common
stock equivalents issued in the Equity Financihgolsuch Equity Financing occurs, the accruedasteis convertible at $3.00 per share.

o Mandatory Exchange: In the event Pharma raise®80,000 in one or a series of transactions bingeitommon stock or common stock
equivalents prior to the maturity of the notes (g Financing"), the principal amount of the noteil by automatically exchanged for the
same type of securities issued in the Equity Fimancrhe exchange will occur upon the closing & Bquity Financing. The conversion pr
used for the mandatory exchange will be equaldontbighted average gross offering price of the comstock or common stock equivalents
sold in the Equity Financing. Pharma will pay aectinterest on the closing date in cash or shdresromon stock valued at the common
stock offering price of the Equity Financing.
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o Conversion and conversion price: In the everttttiere is no Equity Financing, the principal amboofithe notes will automatically convert
into common stock and Pharma will have the rightdg the accrued interest on notes in cash orshilies of common stock. The number of
shares of common stock shall be determined by idigithe amount owed by $3.00. The conversion prieg be adjusted from time to time
upon the occurrence of certain specified events.

o Additional shares: For each $100,000 loaned triRa, 10,000 shares of common stock will be issued.

o Warrants: If the notes are mandatorily excharfge@harma securities, Pharma will issue investols-year warrants. The number of
warrants issued will be determined by dividing dggregate principal amount of the notes by theais@price. The exercise price of the
warrants will be equal to 50% of the weighted agergross offering price of the common stock or camrstock equivalents issued in the
Equity Financing. If there is no Equity Financingop to the maturity of the notes, Pharma will isswte holders warrants identical to those
issued upon a mandatory exchange, except thakéreige price shall equal the conversion price.

The proceeds from the notes have been discountéldeaelative fair value of the warrants, the kt@nd beneficial conversion feature. All
discounts will be amortized over the life of theew As of December 31, 2004, the stock has nat isseed. A summary of the notes is as
follows:

Not es Stock
Payab le Payable
Gross proceeds from notes $3,227,9 7%
Less: Relative fair value of:
stock payable to note holders (655,6 08) 655,608
warrants (1,782,5 10) -
beneficial conversion feature (789,8 57) -
amounts already issued - (288,365)
Add: amortization of discounts 608,2 21 -

Carrying amount of notes and stock on
December 31, 2004 $ 608,2 21 $367,243

As of December 31, 2004, Pharma had only issue@61of the 322,978 additional common shares dumte holders. The relative fair
value of the remaining 161,978 shares totaled $367and is accrued as of December 31, 2004.
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NOTE 8 - NOTES PAYABLE
Notes payable to third parties consists of thefeihg:

Note payable to a vendor for services;
12% interest; due in February 2005;
unsecured $ 58,614

Note payable to individual; interest of
12%; due on demand; unsecured 34,750

Note payable to the University of Chicago;
no interest; due earlier of Pharma raising
$10,000,000 in an Equity Financing or
October 30, 2005; secured by license
(see note 3 for details) 1, 500,000

Stock payable to the University of Chicago
equal to 2.6% of outstanding shares;
no interest; due later of Pharma raising
$10,000,000 in an Equity Financing or
November 30, 2005; secured by license
(see note 3 for details) 891,889

Total $2, 485,253

NOTE 9 - STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhithgstries, Inc. in a transaction accounted for asverse acquisition. Pharma's
shareholders were issued 6,386,439 Sportan shmesshange for 100 percent of the outstanding comshares of Pharma. Immediately
following this transaction, Sportan changed its aamPharma and 7,383,838 shares were outstanding.

NOTE 10 - EQUITY

In 2003, Pharma sold 5,250,000 shares of commah o $1,000 in cash. On April 2, 2003, 1,706,35ares were reacquired for $325 and
canceled.

Additional contributions to capital of $56,360 riéed from the discounted value to notes payabletdwearrants and beneficial conversion
features attached to convertible notes issued @320

During 2004, 22,500 shares of common stock werm feol$9,000 in cash.

During 2004, 2,065,000 shares of common stock dbhieheir then fair value of $849,000 were issieeBharma's employees and consult
for their services.

In February 2004, 187,688 shares of common stoltledaat their then fair value of $75,075 were iskteethe University of Chicago per the
terms of a license agreement. In December 20080B5hares of common stock valued at their thervédie of $352,500 were issued to the
University of Chicago per the terms of an amendwszhke agreement. See note 3 for details.

In June 2004, 997,399 shares of common stock weted for net liabilities of $147,733 to Sportathiareholders for the reverse merger with
Sportan. See note 9 for details.

In November 2004, 2,500,000 shares of common staltled at their then fair value of $23,750,000 wisseied to 30 accredited investors in
connection with the acquisition of Opexa Pharmdcals, of which 250,000 shares are subject to aroesagreement. See note 12 for det
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In December 2004, 161,000 shares of common stoitkanielative fair value of $288,366 were issueddte holders as their additional sh:
for their subscription investment in Pharma. Sete i@dfor details.

During 2004, 607,501 shares of common stock westgeid to note holders for the conversion of $248 @ ff¥incipal and interest from
convertible notes.

In November 2004, 80,000 shares of common stock wancelled pursuant to the terms of an employsegpdration agreement.

Offering costs of $365,909 related to the convégtitotes issued in 2004 that are mandatorily cdiibterwere charged to additional paid in
capital. Additional contributions to capital of 827,684 relating to the discounted value to nots&bple from warrants and beneficial
conversion features attached to convertible nesed in 2004. See note 7 for details.

NOTE 11 - STOCK OPTION PLAN

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

Options granted under the Plan may be either ineestock options or nonqualified stock optionsdntive stock options ("ISO") may be
granted only to Pharma employees (including officerd directors who are also employees). Nongedlgtock options ("NSO") may be
granted to Pharma employees and consultants. TaglBd Directors has discretion to determine thealner, term, exercise price and vesting
of all grants. 150,000 warrants were granted testors related to the convertible notes in 20Q1%3,000 options were granted to employees
and consultants in 2004 and 1,427,993 warrants grarged to investors related to the convertiblesa 2004.

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 $ .10
Outstanding at December 31, 2003 - - 150,000 .10
Year ended December 31, 2004:

Granted 1,165,000 3.22 1,427,993 2.29
Outstanding at December 31, 2004 1,165,000 $ 3.22 1,577,993 $ 2.08
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Options and warrants outstanding and exercisable as of December 31, 2004:

Exercise Remaining Options (0] ptions Warrants Warrants
Price Life Outstanding Exerc isable  Outstanding Exercisable
$5.00 5 years 130,000 - -
3.00 5 years 1,035,000 23,333 - -
3.00 1 year - 1,075,991 1,075,991
.10 1 year - - 502,002 502,002
1,165,000 23,333 1,577,993 1,577,993

As of December 31, 2004, there were no optionsasramts outstanding to purchase Opexa common stock.
NOTE 12 - PURCHASE OF OPEXA

On October 7, 2004 Pharma entered into an agreemeawtjuire all of the outstanding stock of Opétae agreement closed on November 5,
2004. Pharma issued Opexa shareholders 2,500,@888ssbf Pharma's common stock for all of the ontitay stock of Opexa. 250,000 of the
2,500,000 shares were put in escrow. The acquisitas accounted for under the purchase method evdlleof Opexa's assets are restated to
their fair market value on the acquisition datejchtapproximated book value. The 2,500,000 shar@harma were valued at their then fair
value of $23,750,000 or $9.50 per share.

Pharma acquired Opexa because Opexa holds rigtegshnology to diagnose and treat multiple sclertwiough modified autoreactive T
cells and is currently in FDA Phase I/l human domgging clinical trials to evaluate its safety affictiveness in treating multiple sclerosis.

The results of operations for Opexa from Novemh&(0®4 through December 31, 2004 are includeddrttiatement of Expenses and the
Statement of Cash Flows.

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

Current assets $ 55,387
Property, plant and equipment, net 639,160
Intangible assets 23,991,128
Total assets acquired 24,685,675
Current liabilities 935,675
Total liabilities assumed 935,675
Net assets acquired $23,750,000
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Of the $23,991,128 of acquired intangible asshesfull amount is assigned to an inseparable godygatents and licenses that cannot
function independently by themselves. The weiglatesfage useful life of the intangible group as eE@mber 31, 2004 is approximately 1
years.

The following shows the pro forma results of opierat as though the purchase of Opexa had been etedps of January 1, 2003:

Inception
through
2004 2003
General and administrative $ 4,289,02 3 $ 1,482,810
Research and development 2,383,78 0 1,408,904
Net operating loss (6,672,80 3) (2,891,714)

Interest income 11,64 9 21,406
Other income 28,00 8 602
Interest expense (869,66 1) (45,202)
NET LOSS $ (7,502,80 7) $(2,914,908)
Basic and diluted loss per share $(1.19) N/A
Weighted average shares outstanding 6,309,14 5 N/A

NOTE 13 - BOARD OF DIRECTORS AGREEMENTS

In April and May of 2004, Pharma entered into agreets with four individuals that will comprise Phe's Board of Directors. The
agreements resulted in the authorization of 200¢0@0®es of common stock and compensation of $55809ear.

NOTE 14 - COMMITMENT AND CONTINGENCIES

In 2003 and part of 2004, Pharma's principal offi@s in the office of one of Pharma's shareholgarsuant to a verbal agreement on a rent-
free month-to-month basis.

After purchasing Opexa, Pharma assumed an eigimeerth operating lease from Opexa for a researdlityad he lease commenced in June
2003 and was due to expire in November 2004. Phaxteanded the lease until March 31, 2005. Pharmadheoption to exercise two 5 year
renewals extending the lease to March 31, 2010fahd second option is exercised, extending thedeo March 31, 2015. Basic rent
expense charged to operations for fiscal 2004 @08 vas $14,234 and $0 respectively.

Future minimum lease payments under the non-cdnleetgerating lease are $21,351 for 2005 and rferedfter.
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NOTE 15 - SUBSEQUENT EVENTS

On February 14, 2005 Pharma completed the secanddh of a private offering of 15% convertible pissory notes (the "notes") and isst
notes with an aggregate principal amount of $6llioni The notes are mandatorily exchangeable éonmon stock at the earlier of an
"Equity Financing" (as defined below) or upon mayuon November 30, 2005. The notes and accrueddst are convertible at a conversion
price equal to the weighted average gross offguge of the common stock or common stock equidalessued in an Equity Financing. If
such Equity Financing occurs, the notes and acantetkst are convertible at $3.00 per share oreNdoer 30, 2005. An "Equity Financing"
is defined as Pharma raising at least $10,000/000¢ or a series of transactions of common stoclommon stock equivalents prior to the
maturity of the notes. As additional considerafionthe purchase of notes, Pharma issued to inkseatoaggregate of 612,468 shares of
common stock and, upon the earlier of an Equit@R@ing or maturity of the notes, each investor metleive a one-year warrant to purchase
shares of common stock. Each warrant will be egalde for that number of shares of common stochlequthe principal amount of the note
divided by the warrant's exercise price. The wdlisaxercise price will be equal to 50% of the gl average gross offering price of equity
issued in an Equity Financing or, if there is nailBgFinancing, $3.00 per share.

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable
ITEM 8A. CONTROLS AND PROCEDURES

In accordance with the Exchange Act, we carriedapuevaluation, under the supervision and withpirticipation of management, including
our Chief Executive Officer and Chief Financial iO#f, of the effectiveness of our disclosure cdstemd procedures as of the end of the
period covered by this report. Based on this evaloaour Chief Executive Officer and Chief FinaaddDfficer concluded that our disclosure
controls and procedures were effective as of Deeer®b, 2004, to provide reasonable assurancertfuatiation required to be disclosed in
our reports filed or submitted under the Exchangeig\recorded, processed, summarized and repaitbih the time periods specified in the
Securities and Exchange Commission's rules andsfofimere has been no change in our internal centnadr financial reporting that
occurred during the year ended December 31, 2@@4htas materially affected, or is reasonably yikelmaterially affect, our internal
controls over financial reporting.

ITEM 8B. OTHER INFORMATION
Not Applicable.

PART llI
ITEMS 9, 10, 11, AND 12

These items have been omitted in accordance wétiyéheral instructions to Form 10-KSB. The infoliovatequired by these items will be
included in the Company's definitive proxy or infation statement to be filed no later than May(0%, and are incorporated by reference in
this annual report.
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ITEM 13. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits. The following exhibits of the Compaane included herein.

Exhibit No. Description

Exhibit 2.1 Stock Purchase Agreement
Report on Form K filed J

Exhibit 2.2 Merger Agreement (incorp
8-K filed October 8, 200

Exhibit 3.1 Amended and Restated Art
Company's Definitive Inf

Exhibit 3.2 By-laws

Exhibit 4.1 Form of Common Stock Cer
Registration Statement o

Exhibit 10.1 2004 Compensatory Stock
Definitive Information S

Exhibit 10.2 Employment Agreement of
Company's Quarterly Repo

Exhibit 10.3 Second Amended Employmen
99.1 to the Company's Cu

Exhibit 10.4 Amended Employment Agree

the Company's Current Re

Exhibit 10.5 Director's Agreement of
Company's Quarterly Repo
Exhibit 10.6(1) Director's Agreement of
Exhibit 10.7(1) Director's Agreement of
Exhibit 10.8(1) Director's Agreement of
Exhibit 10.9 Director's Agreement of
Company's Quarterly Repo
Exhibit 10.10 Scientific Board Advisor
to the Company's Quarter
Exhibit 10.11 Termination Settlement a
reference to Exhibit 99.
Exhibit 10.12(1)  Form of Note Agreement,
Exhibit 10.13(1)  Form of Warrant Agreemen
Exhibit 10.14(1)(2) Amended and Restated Lic
Exhibit 10.15(1)(2) Amended and Restated Lic
Exhibit 31.1(1) Certification of Chief E
Exhibit 31.2(1) Certification of Chief F
Exhibit 32.1(1) Certification of Chief E
Section 906 of the Sarba
Exhibit 32.2(1) Certification of Chief F
Section 906 of the Sarba

(1)  Filed herewith.
(2) Portions of this exhibit have been omitted
of the Exchange Act.

(incorporated by reference to Exhibit 2.1 to the C
une 4, 2004)

orated by reference to Exhibit 2.1 to the Company's
4)

icles of Incorporation (incorporated by reference t
ormation Statement filed on June 29, 2004)

tificate (incorporated by reference to Exhibit 2.3

n Form 10-SB (File No. 000-25513), initially filed
Option Plan (incorporated by reference to Exhibit B
tatement filed on June 29, 2004)

David McWilliams (incorporated by reference to Exh
rt on Form 10-QSB filed November 16, 2004)

t Agreement of William Rouse (incorporated by refe
rrent Report on Form 8-K filed February 4, 2005)
ment of Warren C. Lau (incorporated by reference to
port on Form 8-K filed February 4, 2005)

David McWilliams (incorporated by reference to Exhi
rt on Form 10-QSB filed November 16, 2004)

Robert H. Gow

Paul Frison

Tony Kamin

Brian Rodriguez (incorporated by reference to Exhib
rt on Form 10-QSB filed November 16, 2004)

y Agreement of Yong Zhao (incorporated by reference
ly Report on Form 10-QSB filed November 16, 2004)
nd Release Agreement with R. Wayne Fritzsche (incor
3 to the Company's Current Report on Form 8-K filed
Note and Form of Registration Agreement

t

ense Agreement with Baylor College of Medicine
ense Agreement with University of Chicago

xecutive Officer Pursuant to Section 302 of the Sar
inancial Officer Pursuant to Section 302 of the Sar
xecutive Officer Pursuant to 18 U.S.C. Section 1350
nes-Oxley Act of 2002

inancial Officer Pursuant to 18 U.S.C. Section 1350
nes-Oxley Act of 2002

based on a request for confidential treatment purs
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Item 14. Principal Accounting Fees and Services

The aggregate fees billed by the principal accotntdalone & Bailey PLLC, for the three quarterBviews and related audit services for the
period ending December 31, 2004 were $81,575.

No other fees were billed for services by Malon8&iley, PLLC other than those covered in the pramegaragraph. No professional fe
were billed for financial information, tax advice @lanning, or system design and implementation.

SIGNATURES

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

PHARMAFRONTIERS CORP.

By: /s/ DAVID B. MCW LLI AMS

David B. McWIlianms, President and Chi ef Executive Oficer

Date: April 14, 2005

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

Signature Title Date

/s DAVID B. MCWILLIAMS Preside nt and Chief Executive Officer April 14, 2005

David B. McWilliams

/sl C. WILLIAM ROUSE Chief F inancial Officer and April 14, 2005
----------------------- Princip al Accounting Officer
C. William Rouse

/sl ROBERT H. GOW Chairma n of the Board April 14, 2005

Robert H. Gow

/sl ANTHONY N. KAMIN Directo r April 14, 2005

Anthony N. Kamin

/s PAUL M. FRISON Directo r April 14, 2005

Paul M. Frison

/s/ BRIAN E. RODRIGUEZ Directo r April 14, 2005

Brian E. Rodriguez
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Exhibit 10.6

DIRECTOR'S AGREEMENT

This Director's Agreement (this "Agreement") is maohd entered into as of the 28th day of April 2q@+ "Effective Date"), by and
between Robert H. Gow (hereinafter referred toZisettor") and PharmaFrontiers Corp.(together \aitly successor to the business of
PharmaFrontiers Corp. by merger, consolidationtieercform of business combination hereinafter reféto as "PharmaFrontiers").

WITNESSETH:

WHEREAS, the shareholders of PharmaFrontiers vasHect Director to serve on the Board of Direc{tine "Board") of PharmaFrontiers,
and Director has agreed to serve at the pleasuteahareholders and on the terms and conditielosvband

WHEREAS, PharmaFrontiers' success requires thegtion of its intellectual property, proprietaryarmation and goodwill;
NOW, THEREFORE, the parties hereto, intending tdelgally bound, agree as follown
1. Nomination as Director

PharmaFrontiers agrees to nominate Director fattiele by the shareholders of PharmaFrontiers a&ttir of PharmaFrontiers, and, upon
such election, Director agrees that Director wélzdte the amount of time, skill, and efforts durihg term of this Agreement to the affairs of
PharmaFrontiers as may be reasonably requestectgnided of Director and in accordance with théesuand obligations imposed upon
directors of corporations by applicable law. Phéfroatiers agrees to recommend to the Board tha&ciir be appointed as Chairman of
PharmaFrontiers immediately upon his election &oBbard. Director agrees to serve as Chairmanapdrform such duties and obligations
of the Chairman as are set forth in the bylawsh&rBaFrontiers or as are assigned to the ChairmamebBoard.

2. Compensation

As compensation for serving as a member of theoPharmaFrontiers, PharmaFrontiers agrees upoaxecution and delivery of this
Agreement to PharmaFrontiers, to issue to Direlgtghty Thousand (80,000) shares of the common stb&harmaFrontiers. In addition,
PharmaFrontiers will pay Director the sum of $1,000per month for each month Director serves asecr of PharmaFrontiers, which
shall compensate Director for his expenses in ditgnand participating in meetings of the Board.c®impensation paid Director shall be
subject to such payroll and withholding deductiaagnay be required by law or the policies of Ph&mnoatiers.
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3. Confidential and Proprietary Information; Docuntse

3.1 PharmaFrontiers shall provide Director witloimfiation deemed secret and confidential by Pharomdiers. Such secret or confidential
information or know-how of PharmaFrontiers (refdrte collectively as "Confidential Information") ahinclude, without limitation, the
following: the status and plans for research anetldpment; materials, cells, tissues, and othdpbgioal samples and specimens; cell ban
methods, apparatus, and services; pending andgalgratent applications (until published by the Ria@ffice); invention disclosures;
research and technical data and information; metlddreating, preparing, and using stem cellsathdr biological materials; license,
sublicense, and other agreements relating to éuteibl property rights; PharmaFrontiers' planstarusr or contact information; contributor
information; strategies, costs, prices, uses, agiiins of products and services; results of amd flam investigations or experiments; all
apparatus, products, processes, compositions, sajpimulas, computer programs, pricing policyaficial information, and methods of
doing business; policy and/or procedure manuasitrg and recruiting procedures; accounting praoest the status and content of
PharmaFrontiers' contracts with its contributolignts, and customers; PharmaFrontiers' businggsspbhy, and servicing methods and
techniques; all at any time used, developed, adtigated by PharmaFrontiers, before or duringeira of this Agreement, which are not
generally available to the public or which are ntaiimed as confidential by PharmaFrontiers.

3.2 Director recognizes and acknowledges that Biregill have access to certain information of RhaFrontiers that is confidential and
proprietary and constitutes valuable and uniqueeny of PharmaFrontiers. Director agrees thatd@newill not at any time, either during or
subsequent to the term of this Agreement, disdiosghers, use, copy or permit to be copied, exiteptirsuance of Director's duties on
behalf of PharmaFrontiers, its successors, assignesminees, or as required by the order of attral having jurisdiction or by mandatory
provisions of applicable law, any Confidential Infaation or know-how of PharmaFrontiers without gii®r written consent of the Board of
PharmaFrontiers. Director further agrees to maintaconfidence any confidential information ofrthparties received as a result of
Director's relationship with PharmaFrontiers.

3.3 Director further agrees to deliver to Pharmakens promptly after his resignation, removal @iture to be nominated or elected as a
member of the Board, all biological materials cep@ndence, memoranda, notes, records, drawingshske plans, customer, client and/or
contributor lists, product compositions, or othecdments and all copies thereof (all of which a¥eehfter referred to as the "Documents"),
made, composed or received by Director, solelyimtly with others, and which are in Director's pession, custody, or control at such date
and which are related in any manner to the passgmt, or anticipated business of PharmaFrontiers.

3.4 Director further agrees that Director will ndtiring the term of this Agreement, and on behBFttarmaFrontiers accept or agree to
receive from persons not employed by PharmaFrantiery confidential information not belonging tcaRhaFrontiers, unless prior to such
receipt or acceptance a valid agreement has besuied between PharmaFrontiers and the disclosirty fhat states that PharmaFrontiers
will not be in a confidential relationship with thiésclosing party. Director further agrees thatebior will not use in violation of any
confidentiality obligation binding upon Directoryanonfidential information belonging to Directoémployer or former employer, or any
other third parties.

Page 2 of °



3.5 In the event of a breach or threatened breiahyoof the provisions of Section 4, or any brebgtDirector of his fiduciary obligation to
PharmaFrontiers and its shareholders, PharmaFrsstiall be entitled to an injunction ordering teirn of such Documents and any and all
copies thereof and restraining Director from usinglisclosing, for Director's benefit or the benhefiothers, in whole or in part, any
Confidential Information, including but not limited the Confidential Information which such Docurtsecontain, constitute, or embody.
Director further agrees that any breach or threatdareach of any of the provisions of Section 4 l@ause irreparable injury to
PharmaFrontiers for which it would have no adequerteedy at law. Nothing herein shall be construegrahibiting PharmaFrontiers from
pursuing any other remedies available to it for smgh breach or threatened breach, including t@very of damages.

4. Noncompetition/No-Hire Agreement

4.1 Director agrees that, from the Effective Datéla period of one (1) year following the datehid resignation, removal or failure to be
nominated or elected as a member of the Board,'lbacompetition Period"), Director will not dirdgtor indirectly, either as an employee,
employer, consultant, agent, principal, partnerpomate officer, director, or in any other indivalwr representative capacity, engage or
participate in any "Competitive Business" anywharthe United States of America, Canada or the gema Union (the "Noncompetition
Territory"). As used herein, a "Competitive Busisieis defined as any business, including thosdingl@o stem cells or cell banking, which
provides the same or substantially the same predsetvices or licenses to intellectual propegits, in whole or in part, as are provided by
PharmaFrontiers during the term of this Agreement.

4.2 Director further agrees that during the Noncetitipn Period and within the Noncompetition Ternit Director will not, directly or
indirectly, either as an employee, employer, caastil agent, principal, partner, corporate offickrector, or in any other individual or
representative capacity, call on, solicit, recraitattempt to call on, solicit, or recruit, oreattpt to hire any of the employees of
PharmaFrontiers, regardless of whether for thefitesfehe Director or for any other person, firor, corporation.

4.3 Director shall not during the NoncompetitionmiBa and within the Noncompetition Territory, eithagirectly or indirectly (i) make known
to any Competitive Business the names and addre$sey of PharmaFrontiers' customers or contacény other information pertaining to
such persons or businesses or (ii) call on, spbcitake away, or attempt to call on, solicitake away any of the customers of
PharmaFrontiers with whom Director became acqudidteging Director's service as a member of Pharomfars' Board, regardless of
whether for the benefit of the Director or for asther person, firm or corporation.
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4.4 Director agrees that this Section is anciltarshis Agreement, and Director acknowledges thatcbnsideration given by PharmaFrontiers
for this Agreement includes PharmaFrontiers' agesgrto provide to the Director access to the Cemfithl Information. Further, the
existence of any claim or cause of action of Dweeigainst PharmaFrontiers or any officer, direapoemployee of PharmaFrontiers, whe
predicated on this Agreement or otherwise, shdlcoastitute a defense to the enforcement by PHamondiers of Director's covenants
contained in this Agreement. In addition, this Agreent shall continue to be binding upon Directaadnordance with its terms,
notwithstanding the termination of this Agreement.

4.5 Director agrees that Director's breach or Viotg or threat thereof, of this covenant not tmpete shall entitle PharmaFrontiers, as a
matter of right, to an injunction without the nesigs of posting bond, issued by any court of corapejurisdiction, restraining any further or
continued breach or violation of this covenant.8tight to an injunction shall be cumulative andhddition to, and not in lieu of, any other
remedies to which PharmaFrontiers may show itastfy entitled. Further, during any period in whighrector is in breach of this covenant
not to compete, the time period of this covenaatldie extended for an amount of time that Direitdn breach.

5. Inventions and Other Intellectual Property

5.1 Director agrees to hold in complete trust fer benefit of PharmaFrontiers, and to disclose ptiynand fully to PharmaFrontiers in
writing, and hereby assigns, and binds Directalsshexecutors, administrators, and all legalesentatives to assign, to PharmaFrontiers
and all inventions, discoveries, ideas, conceptprovements, copyrightable works, biological maitistiand other developments (all of the
above are collectively referred to as the "Develepts") conceived, made, discovered or developeduraysolely or jointly with others,
during the term of this Agreement, whether duringuatside of usual working hours and whether onrfPla&rontiers' premises or not, which
relate in any manner to the past, present or gatied business of PharmaFrontiers. The partieg dlgag, if Director is an inventor as
determined by U.S. patent law for any inventiorreglbior shall be named as an inventor in conneetitimany patent application therefor.
Any and all such Developments shall be the soleexwtusive property of PharmaFrontiers, whetheemiable, copyrightable, or neither, and
Director agrees that Director will assist and fudboperate in every way, at PharmaFrontiers' expeénsecuring, maintaining, and enforcing,
for the benefit of PharmaFrontiers or its desigmpagents, copyrights or other types of proprietarintellectual property protection for such
Developments in any and all countries. Directomaeiledges and agrees that any and all such Develafsnconceived, created, or authored
by him is a "work made for hire," as defined by thderal copyright laws, and therefore all copyrsgin and to such works are and will be
owned by PharmaFrontiers. To the extent that Darestithors any copyrightable work in any mediumintfyithe term of this Agreement
which relates or pertains in any way to Pharmakeosbr any of the operations or activities of eitand which was is held not a work made
for hire, Director hereby assigns all right, titéd interest, including but not limited to allhitg of copyright, in and to such works to
PharmaFrontiers. Within six months following themiénation of this Agreement, and without limitingetgenerality of the foregoing, any
Development of the Director relating to any Pharnsakers subject matter on which Director workedwvais informed during the term of this
Agreement shall be conclusively presumed to haes lsenceived and made prior to the terminatioisf Agreement (unless the Director
clearly proves that such Development was conceivelilmade following the termination of this Agreemyeand shall accordingly belong, ¢
be assigned, to PharmaFrontiers and shall be dubjéus Agreement.
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5.2 Without limiting the foregoing, Director agreststhe request of PharmaFrontiers (but withouttamtthl compensation from
PharmaFrontiers during Director's employment byrRla&rontiers) to execute any and all papers anfdpeall lawful acts which
PharmaFrontiers deems necessary for the preparéling, prosecution, and maintenance of applmagi for United States and foreign letters
patent, or for United States and foreign copyrigbisthe Developments, and to execute such institgyas are necessary or convenient to
assign to PharmaFrontiers, its successors, assigraminees, all of the Director's right, title dainterest in the Developments and the like, so
as to establish, maintain or perfect, in Pharmattem) its successors, assigns or nominees, tire eight, title, and interest to the
Developments, and also to execute any instrumerusssary or which PharmaFrontiers may deem desiitatbnnection with any
continuation, renewal or reissue thereof, or indbeduct of any proceedings or litigation in regdrereto.

5.3 All expenses incurred by the Director by reagbtine performance of any of the obligations sethf in this Section on Inventions shall be
borne by PharmaFrontiers. Should the Director'stsge be requested by PharmaFrontiers afternation of this Agreement,
PharmaFrontiers would compensate the Directora@asonable rate.

6. Conflicts of Interest

6.1 In keeping with Director's fiduciary dutiesRbarmaFrontiers, Director agrees that Directorl stwd] directly or indirectly, become
involved in any conflict of interest, or upon diseoy thereof, allow such a conflict to continue. fgaver, Director agrees that Director shall
promptly disclose to the Board of PharmaFrontiens facts which might involve any reasonable posigitdf a conflict of interest as
PharmaFrontiers is currently and in the future mured and practicing business. Director shall t@mthe highest standards of conduct, and
shall not do anything likely to injure the reputattior goodwill of PharmaFrontiers, or embarrasstberwise generate adverse publicity for or
bring unwanted attention to PharmaFrontiers.

6.2 It is agreed that any direct or indirect ing¢iia, connection with, or benefit from any outsalivities, particularly commercial activities,
which interest might in any way adversely affecafPhaFrontiers or any of its subsidiaries or afifi& involves a possible conflict of interest.
Circumstances in which a conflict of interest oa pgart of Director would or might arise, and whattould be reported immediately by
Director to an officer of PharmaFrontiers, includéhout limitation, the following: (a) ownershig a material interest in, acting in any
capacity for, or accepting directly or indirectiyyapayments, services or loans from a suppliertractor, subcontractor, customer or other
entity with which PharmaFrontiers does businessimisuse of information or facilities to which Diter has access in a manner which wil
detrimental to PharmaFrontiers' interest; (c) disate or other misuse of information of any kindaiieed through the Director's connection
with PharmaFrontiers; (d) acquiring or tradingdirectly or indirectly, other properties or intetesonnected with the design, manufacture or
marketing of products designed, manufactured oketad by PharmaFrontiers; (e) the appropriaticiéoDirector or the diversion to others,
directly or indirectly, of any opportunity in whidghis known or could reasonably be anticipated BlzarmaFrontiers would be interested; and
(f) the ownership, directly or indirectly, of a reatl interest in an enterprise in competition witharmaFrontiers or its dealers and
distributors or acting as a director, officer, part consultant, Director or agent of any enteepwitich is in competition with PharmaFronti

or its dealers or distributors.
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7. Prior Discoveries

Director has no unpatented inventions and disceseariade or conceived by Director prior to the EffecDate that relate to stem cell
isolation, identification and/or expansion and/ell banking.

8. Remedies

Director and PharmaFrontiers agree that, becausagkes at law for any breach or nonperformanceisfAreement by Director, while
recoverable, are and will be inadequate, this Agezeg may be enforced in equity by specific perfarog injunction, accounting or
otherwise.

9. Miscellaneous

9.1 This Agreement is made and entered into alseoEffective Date and the rights and obligationthefparties hereto shall be binding upon
the heirs and legal representatives of the Diremtolrthe successors and assigns of PharmaFrofigssAgreement may be assigned by
PharmaFrontiers (including assignment by operatfdaw to any successor to the business of PharoméiErs by merger, consolidation or
other business combination) without the consemiactor but is personal to the Director and ndisg duties, and obligations of Director
hereunder may be assigned without the consentari®Frontiers or its assigns, which may be graotetdithheld in its sole discretion.

9.2 No waiver or non-action with respect to anyalsteby the other party of any provision of this égment, nor the waiver or naation witt
respect to any breach of the provisions of sindigneements with other Directors shall be consttadmk a waiver of any succeeding breac
such provision, or as a waiver of the provisioelits

9.3 Should any portions hereof be held to be iavatiwholly or partially unenforceable, such hofglghall not invalidate or void the
remainder of this Agreement. The portions heldeartvalid or unenforceable shall be revised andeed in scope so as to be valid and
enforceable, or, if such is not possible, then quations shall be deemed to have been wholly eecluwith the same force and effect as if it
had never been included herein.

9.4 Director's obligations under this AgreementarmaFrontiers shall survive Director's resigmatiemoval or failure to be nominated or
elected as a member of the Board of PharmaFrontiers

9.5 This Agreement supersedes, replaces and mangeand all prior and contemporaneous understaadiegresentations, agreements and
discussions relating to the same or similar subjeatter as that of this Agreement between Direghol PharmaFrontiers and constitutes the
sole and entire agreement between the DirectoPaadmaFrontiers with respect to the subject maftéris Agreement.
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9.6 The laws of the State of Texas, excluding amflicts of law rule or principle that might otheise refer to the substantive law of another
jurisdiction, will govern the interpretation, vailig and effect of this Agreement without regardtie place of execution or the place
performance thereof, and PharmaFrontiers and Diregree that the state and federal courts in sl@wunty, Texas, shall have personal
jurisdiction and venue over PharmaFrontiers aneédar to hear all disputes arising under this Agrest. This Agreement is to be at le
partially performed in Harris County, Texas.

9.7 All notices and other communications requiregermitted hereunder or necessary or conveniecimection herewith shall be in writi
and shall be deemed to have been given when niajleegistered mail or certified mail, return redegquested, as follows:

If to PharmaFrontiers, to:

Mr. Warren Lau
PharmaFrontiers Corp.
10211 Silver Leafe Lane
Tomball, Texas 77375

If to Director, to:

Mr. Robert H. Gow
5 Woods Edge Lane
Houston, Texas 77024

or to such other addresses as either party magrdsi by notice to the other party hereto in thameaspecified in this section.

9.8 This Agreement may not be changed or terminattaity, and no change, termination or waiver @ thgreement or of any of the
provisions herein contained shall be binding untaase in writing and signed by both parties, anthéhcase of PharmaFrontiers, by an
authorized officer of PharmaFrontiers. Any changet@anges, from time to time, in Director's comgion shall not be, nor be deemed to
a change, termination or waiver of this Agreemeridfany of the provisions herein contained.

PHARMAFRONTIERS CORP. DIRECTOR

By: /s/Warren C. Lau By: / s/ Robert H Gow

Warren C. Lau Robert H. Gow
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Exhibit 10.7
DIRECTOR'S AGREEMENT

This Director's Agreement (this "Agreement") is maohd entered into as of the 23rd day of Noven#i#4, (the "Effective Date"), by and
between Paul Frison (hereinafter referred to asetor") and PharmaFrontiers Corp. (together with successor to the business of
PharmaFrontiers Corp. by merger, consolidationtieercform of business combination hereinafter reféto collectively as
"PharmaFrontiers").

WITNESSETH:

WHEREAS, the shareholders of PharmaFrontiers vasHect Director to serve on the Board of Direc{tine "Board") of PharmaFrontiers,
and Director has agreed to serve at the pleasuteahareholders and on the terms and conditielosvband

WHEREAS, PharmaFrontiers' success requires thegtion of its intellectual property, proprietarydrmation and goodwill;
NOW, THEREFORE, the parties hereto, intending tdelgally bound, agree as follown
1. Appointment as Director

PharmaFrontiers shall appoint Director to the BadrBharmaFrontiers, and, upon such appointmengéciir agrees that Director will devote
the amount of time, skill, and efforts during tleen of this Agreement to the affairs of PharmaHesatas may be reasonably requested and
required of Director and in accordance with thdéeduaind obligations imposed upon directors of cafans by applicable law.

2. Compensation

As compensation for serving as a member of the o&PharmaFrontiers, PharmaFrontiers agrees umoaxecution and delivery of this
Agreement to PharmaFrontiers, to grant to Direatooption to purchase up to 20,000 shares of theramn stock of PharmaFrontiers, the
terms of which are set forth in the Incentive St@kion Agreement attached hereto as Exhibit "Ag&(tOption Agreement"). In addition,
PharmaFrontiers will grant to Director a five-y@gtion to purchase up to 15,000 shares of comnumk stf PharmaFrontiers at an exercise
price of Market price per share upon each re-aadbt the Board of PharmaFrontiers at each anmasbblolders meeting, pursuant to terms
similar to those set forth in the Option Agreemdifite Company shall pay Director the sum of $1,@¥G&&ch Board meeting attended in
person, and $500 for each Board meeting attendeeléyhony.
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3. Confidential and Proprietary Information; Docuntse

3.1 PharmaFrontiers shall provide Director witloimfiation deemed secret and confidential by Pharomdiers. Such secret or confidential
information or know-how of PharmaFrontiers (refdrte collectively as "Confidential Information") ahinclude, without limitation, the
following: the status and plans for research anetldpment; materials, cells, tissues, and othdpbgioal samples and specimens; cell ban
methods, apparatus, and services; pending andgalgratent applications (until published by the Ria@ffice); invention disclosures;
research and technical data and information; metlddreating, preparing, and using stem cellsathdr biological materials; license,
sublicense, and other information; contributor infation; strategies, costs, prices, uses, appicadf products and services; results of and
data from investigations or experiments; all appergoroducts, processes, compositions, samplesufas, computer programs, pricing
policy, financial information, and methods of doimgsiness; policy and/or procedure manuals, trgiaimd recruiting procedures; accounting
procedures; the status and content of PharmaFrentntracts with its contributors, clients, andtomers; PharmaFrontiers' business
philosophy, and servicing methods and techniqukat any time used, developed, or investigatetPhgrmaFrontiers, before or during the
term of this Agreement, which are not generallyilalée to the public or which are maintained asfo@Ential by PharmaFronteirs.

3.2 Director recognizes and acknowledges that Biregill have access to certain information of RhaFrontiers that is confidential and
proprietary and constitutes valuable and uniquegny of PharmaFrontiers. Director agrees that@inewill not at any time, either during or
subsequent to the term of this Agreement, disdiosghers, use, copy or permit to be copied, exiteptirsuance of Director's duties on
behalf of PharmaFrontiers, its successors, assignesminees, or as required by the order of attral having jurisdiction or by mandatory
provisions of applicable law, any Confidential Infaation or know-how of PharmaFrontiers without gii®r written consent of the Board of
PharmaFrontiers. Director further agrees to maintaconfidence any confidential information ofrthparties received as a result of
Director's relationship with PharmaFrontiers.

3.3 Director further agrees to deliver to Pharmakens promptly after his resignation, removal aiture to be nominated or elected as a
member of the Board, all biological materials cep@ndence, memoranda, notes, records, drawingshske plans, customer, client and/or
contributor lists, product compositions, or othecdments and all copies thereof (all of which sxeehfter referred to as the "Documents”),
made, composed or received by Director, solelyimtly with others, and which are in Director's pession, custody, or control at such date
and which are related in any manner to the passgmt, or anticipated business of PharmaFrontiers.

3.4 Director further agrees that Director will ndtiring the term of this Agreement, and on behBfttarmaFrontiers accept or agree to
receive from persons not employed by PharmaFrantiery confidential information not belonging tcaRhaFrontiers, unless prior to such
receipt or acceptance a valid agreement has bemuiex between PharmaFrontiers and the disclosirty fhat states that PharmaFrontiers
will not be in a confidential relationship with thiésclosing party. Director further agrees thatebior will not use in violation of any
confidentiality obligation binding upon Directoryanonfidential information belonging to Directo€mployer or any former employer, or any
other third parties.
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3.5 In the event of a breach or threatened breiahyoof the provisions of Section 4, or any brebgtDirector of his fiduciary obligation to
PharmaFrontiers and its shareholders, PharmaFrsstiall be entitled to an injunction ordering teirn of such Documents and any and all
copies thereof and restraining Director from usinglisclosing, for Director's benefit or the benhefiothers, in whole or in part, any
Confidential Information, including but not limited the Confidential Information which such Docurtsecontain, constitute, or embody.
Director further agrees that any breach or threatdareach of any of the provisions of Section 4 l@ause irreparable injury to
PharmaFrontiers for which it would have no adequerteedy at law. Nothing herein shall be construegrahibiting PharmaFrontiers from
pursuing any other remedies available to it for smgh breach or threatened breach, including t@very of damages.

4. Director's Current Position as President and @ERouston Technology Center

4.1 Not withstanding anything herein, all parti@slerstand and agree that Director may conducoafhal functions, contacts, relations and
support of any companies and activities in whiclisheormally engaged, as President and CEO of thestdn Technology Center.

5. Inventions and Other Intellectual Property

5.1 Director agrees to hold in complete trust far benefit of PharmaFrontiers, and to disclosefaliylto PharmaFrontiers in writing, and
hereby assigns, and binds Director's heirs, exegutdministrators, and all legal representativesssign, to PharmaFrontiers any and alll
inventions, discoveries, ideas, concepts, improvesyeopyrightable works, biological materials, arider developments (all of the above are
collectively referred to as the "Developments") aaimed, made, discovered or developed by him, solejointly with others, during the term
of this Agreement, whether during or outside ofalsuworking hours and whether on PharmaFrontieesnises or not, which relate in any
manner to the past, present or anticipated busofd8sarmaFrontiers. The parties agree that, #€@ar is an inventor as determined by U.S.
patent law for any invention, Director shall be mahas an inventor in connection with any patentiegion therefore. Any and all such
Developments shall be the sole and exclusive ptppéiPharmaFrontiers, whether patentable, copyaigle, or neither, and Director agrees
that Director will assist and fully cooperate ireeyway, at PharmaFrontiers' expense, in secumirgitaining, and enforcing, for the benefit
of PharmaFrontiers or its designee, patents, cgbigior other types of proprietary or intellectpedperty protection for such Developments
in any and all countries. Director acknowledges agictes that any and all such Developments cordeiveated, or authored by him is a
"work made for hire," as defined by the federalygght laws, and therefore all copyrights in angteh works are and will be owned by
PharmaFrontiers. To the extent that Director awtlaory
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copyrightable work in any medium during the terntto$ Agreement which relates or pertains in any weaPharmaFrontiers or any of the
operations or activities of either and which wakel not a work made for hire, Director herebyigssall right. title, and interest, including
but not limited to all rights of copyright, in abol such works to PharmaFrontiers. Within six morftlewing the termination of this
Agreement, and without limiting the generality bétforegoing, any Development of the Director iatato any PharmaFrontiers subject
matter on which Director worked or was informedidgrthe term of this Agreement shall be conclusiyekesumed to have been conceived
and made prior to the termination of this Agreenfantess the Director clearly proves that such Dmpraent was conceived and made
following the termination of this Agreement), artth8 accordingly belong, and be assigned to Pharamdiers and shall be subject to this
Agreement.

5.2 Without limiting the foregoing, Director agressthe request of PharmaFrontiers (but withouttamiéhl compensation from
PharmaFrontiers during Director's employment byrRla&rontiers) to execute any and all papers anfdiperall lawful acts which
PharmaFrontiers deems necessary for the preparéliog, prosecution, and maintenance of applimagi for United States and foreign letters
patent or for United States and foreign copyrigbisthe Developments, and to execute such instrisasnare necessary or convenient to
assign to PharmakFrontiers, its successors, assigraminees, all of the Director's right, title dainterest in the Developments and the like, so
as to establish, maintain or perfect, in Pharmatiems) its successors, assigns or nominees, tive eight, title, and interest to the
Developments, and also to execute any instrumeusssary or which PharmaFrontiers may deem desiitadbnnection with any
continuation, renewal or reissue thereof, or indbveduct of any proceedings or litigation in regtrereto.

5.3 All expenses incurred by the Director by reasbiine performance of any of the obligations settfin this Section on Inventions shall be
borne by PharmaFrontiers. Should the Director's@sse be requested by PharmaFrontiers afternation of this Agreement,
PharmaFrontiers would compensate the Director@asonable rate.

6. Conflicts of Interest

6.1 In keeping with Director's fiduciary dutiesRbarmaFrontiers, Director agrees that Directorl stwd) directly or indirectly, become
involved in any conflict of interest, or upon disewoy thereof, allow such a conflict to continue. fidaver, Director agrees that Director shall
promptly disclose to the Board of PharmaFrontiens facts which might involve any reasonable posigitdf a conflict of interest as
PharmaFrontiers is currently and in the future ued and practicing business. Director shall @mthe highest standards of conduct, and
shall not do anything likely to injure the reputetior goodwill of PharmaFrontiers, or embarrasstberwise generate adverse publicity for or
bring unwanted attention to PharmaFrontiers.
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6.2 It is agreed that any direct or indirect ing¢iia, connection with, or benefit from any outsalivities, particularly commercial activities,
which interest might in any way adversely affecafPhaFrontiers or any of its subsidiaries or atfifi& involves a possible conflict of interest.
Circumstances in which a conflict of interest oa pgart of Director would or might arise, and whattould be reported immediately by
Director to an officer of PharmaFrontiers, includéhout limitation, the following: (a) ownershig a material interest in, acting in any
capacity for, or accepting directly or indirectiyyapayments, services or loans from a suppliertractor, subcontractor, customer or other
entity with which PharmaFrontiers does businessiisuse of information or facilities to which Dater has access in a manner which wil
detrimental to PharmaFrontiers' interest; (c) disate or other misuse of information of any kindaiieed through the Director's connection
with PharmaFrontiers; (d) acquiring or tradingdirectly or indirectly, other properties or intetesonnected with the design, manufacture or
marketing of products designed. manufactured oketad by PharmaFrontiers; (e) the appropriaticiiéoDirector or the diversion to others,
directly or indirectly, of any opportunity in whidghis known or could reasonably be anticipated BlzarmaFrontiers would be interested; and
(f) the ownership, directly or indirectly, of a reatl interest in an enterprise in competition witharmaFrontiers or its dealers and
distributors or acting as a director, officer, part consultant, Director or agent of any enteepwitich is in competition with PharmaFronti

or its dealers or distributors.

7. Prior Discoveries

Director has no unpatented inventions and disceseriade or conceived by Director prior to the BffecDate that relate to stem cell
isolation, identification and/or expansion and/ell banking.

8. Remedies

Director and PharmaFrontiers agree that, becausagtss at law for any breach or nonperformanceisftgreement by Director, while
recoverable, are and will be inadequate, this Agezeg may be enforced in equity by specific perfarog injunction, accounting or
otherwise.

9. Miscellaneous

9.1 This Agreement is made and entered into aseoEffective Date and the rights and obligationthefparties hereto shall be binding upon
the heirs and legal representatives of the Diregntorthe successors and assigns of PharmaFrofiessAgreement may be assigned by
PharmaFronteirs (including assignment by operatfdaw to any successor to the business of Pharomégirs by merger, consolidation or
other business combination) without the consemiactor but is personal to the Director and ndisg duties, and obligations of Director
hereunder may be assigned without the consentarinRiFrontiers or its assigns, which may be graoteuthheld in its sole discretion.
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9.2 No waiver or non-action with respect to anyalsteby the other party of any provision of this égment, nor the waiver or naation witt
respect to any breach of the provisions of sinalgreements with other Directors shall be consttadxe a waiver of any succeeding breac
such provision, or as a waiver of the provisioelits

9.3 Should any portions hereof be held to be iavatiwholly or partially unenforceable, such hofglghall not invalidate or void the
remainder of this Agreement. The portions heldeartvalid or unenforceable shall be revised andeed in scope so as to be valid and
enforceable, or, if such is not possible, then quations shall be deemed to have been wholly eecluwith the same force and effect as it if
had never been included herein.

9.4 Director's obligations under this AgreementarmaFrontiers shall survive Director's resigmatiemoval or failure to be nominated or
elected as a member of the Board of PharmaFronteirs

9.5 This Agreement supersedes, replaces and mangeand all prior and contemporaneous understaadiegresentations, agreements and
discussions relating to the same or similar subjeatter as that of this Agreement between Direghol PharmaFronteirs and constitutes the
sole and entire agreement between the DirectoPhadmaFrontiers with respect to the subject maftéris Agreement.

9.6 The laws of the State of Texas, excluding amflicts of law rule or principle that might otheise refer to the substantive law of another
jurisdiction, will govern the interpretation, vailig and effect of this Agreement without regardhe place of execution or the place
performance thereof, and PharmaFronteirs and Diregiree that the state and federal courts in slaointy, Texas, shall have personal
jurisdiction and venue over PharmaFrontiers aneédar to hear all disputes arising under this Agret. This Agreement is to be at le
partially performed in Harris County, Texas.

9.7 All notices and other communications requiregaermitted hereunder or necessary or conveniecoimection herewith shall be in writi
and shall be deemed to have given when maileddigtered mail or certified mail, return receiptuegted, as follows:

If to PharmaFronteirs, to:

Mr. David McWilliams
PharmaFrontiers Corp.

835 Greens Parkway,

Suite #150 Houston, TX 77067
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If to Director, to:

Paul Frison
102 N. Wynden Estates Court
Houston, TX 77056

or to such other addresses as either party magrdesi by notice to the other party hereto in thameaspecified in this section.

9.8 This Agreement may not be changed or terminattaity, and no change, termination or waiver @ thgreement or of any of the
provisions herein contained shall be binding untaase in writing and signed by both parties, anthéhcase of PharmaFrontiers, by an
authorized officer of PharmaFrontiers. Any changelmanges, from time to time, in Director's comias shall not be deemed to be, a
change, termination or waiver of this Agreementfoany of the provisions herein contained.

IN WITNESS WHEREOF, the undersigned have herebgedthis Agreement to be effective as of the degeviritten above.
PharmaFrontiers Corp., a Texas Corporation

By: /s/ David B. MWIIians

David McW I |lians, President

By: /s/Paul Frison

Paul Frison
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Exhibit 10.8
EXHIBIT "B"
DIRECTOR'S AGREEMENT

This Director's Agreement (this "Agreement") is reaohd entered into as of the 7th day of Deceml@®4 the "Effective Date"), by and
between Tony Kamin (hereinafter referred to aséBtior") and PharmaFrontiers Corp. (together withsurccessor to the business of
PharmaFrontiers Corp. by merger, consolidationtieercform of business combination hereinafter ref@to collectively as
"PharmaFrontiers").

WITNESSETH:

WHEREAS, the shareholders of PharmaFrontiers waiskect Director to serve on the Board of Direc{tine "Board") of PharmaFrontiers,
and Director has agreed to serve at the pleasuteahareholders and on the terms and conditielosvb and

WHEREAS, PharmaFrontiers' success requires thegtioh of its intellectual property, proprietarfarmation and goodwill;
NOW, THEREFORE, the parties hereto, intending tdelgally bound, agree as follown
1. Appointment as Director

PharmaFrontiers shall appoint Director to the BadrBharmaFrontiers, and, upon such appointmengciir agrees that Director will devote
the amount of time, skill, and efforts during tleenh of this Agreement to the affairs of PharmaResatas may be reasonably requested and
required of Director and in accordance with thaeduaind obligations imposed upon directors of c@tions by applicable law.

2. Compensation

As compensation for serving as a member of the@oBPharmaFrontiers, PharmaFrontiers agrees upoaxecution and delivery of this
Agreement to PharmaFrontiers, to grant to Direatooption to purchase up to 20,000 shares of theramn stock of PharmaFrontiers, the
terms of which are set forth in the Incentive St@gkion Agreement attached hereto as Exhibit "Ag(tOption Agreement"). In addition,
PharmaFrontiers will grant to Director a five-yegtion to purchase up to 15,000 shares of comnuuk stf PharmaFrontiers at an exercise
price of Market price per share upon each re-aadbt the Board of PharmaFrontiers at each anmzabbolders meeting, pursuant to terms
similar to those set forth in the Option Agreemditte Company shall pay Director the sum of $1,@@@fach Board meeting attended in
person, and $500 for each Board meeting attendeeléyhony.
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3. Confidential and Proprietary Information; Docuntse

3.1 PharmaFrontiers shall provide Director witloimfiation deemed secret and confidential by Pharomdiers. Such secret or confidential
information or know-how of PharmaFrontiers (refdrte collectively as "Confidential Information") ahinclude, without limitation, the
following: the status and plans for research anetldpment; materials, cells, tissues, and othdpbgioal samples and specimens; cell ban
methods, apparatus, and services; pending andgalgratent applications (until published by the Ria@ffice); invention disclosures;
research and technical data and information; metlddreating, preparing, and using stem cellsathdr biological materials; license,
sublicense, and other information; contributor infation; strategies, costs, prices, uses, appicadf products and services; results of and
data from investigations or experiments; all appergoroducts, processes, compositions, samplesufas, computer programs, pricing
policy, financial information, and methods of doimgsiness; policy and/or procedure manuals, trgiaimd recruiting procedures; accounting
procedures; the status and content of PharmaFrentntracts with its contributors, clients, andtomers; PharmaFrontiers' business
philosophy, and servicing methods and techniqukat any time used, developed, or investigatetPhgrmaFrontiers, before or during the
term of this Agreement, which are not generallyilalée to the public or which are maintained asf@Ential by PharmaFrontiers.

3.2 Director recognizes and acknowledges that Biregill have access to certain information of RhaFrontiers that is confidential and
proprietary and constitutes valuable and uniquegny of PharmaFrontiers. Director agrees that@inewill not at any time, either during or
subsequent to the term of this Agreement, disdiosghers, use, copy or permit to be copied, exiteptirsuance of Director's duties on
behalf of PharmaFrontiers, its successors, assignesminees, or as required by the order of attral having jurisdiction or by mandatory
provisions of applicable law, any Confidential Infaation or know-how of PharmaFrontiers without gii®r written consent of the Board of
PharmaFrontiers. Director further agrees to maintaconfidence any confidential information ofrthparties received as a result of
Director's relationship with PharmaFrontiers.

3.3 Director further agrees to deliver to Pharmakens promptly after his resignation, removal aiture to be nominated or elected as a
member of the Board, all biological materials cep@ndence, memoranda, notes, records, drawingshske plans, customer, client and/or
contributor lists, product compositions, or othecdments and all copies thereof (all of which sxeehfter referred to as the "Documents”),
made, composed or received by Director, solelyimtly with others, and which are in Director's pession, custody, or control at such date
and which are related in any manner to the passgmt, or anticipated business of PharmaFrontiers.
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3.4 Director further agrees that Director will ndtiring the term of this Agreement, and on behBfttarmaFrontiers accept or agree to
receive from persons not employed by PharmaFrantiary confidential information not belonging tcaRhaFrontiers, unless prior to such
receipt or acceptance a valid agreement has besied between PharmaFrontiers and the disclosirty fhat states that PharmaFrontiers
will not be in a confidential relationship with thiésclosing party. Director further agrees thatebior will not use in violation of any
confidentiality obligation binding upon Directoryanonfidential information belonging to Directo€mployer or any former employer, or any
other third parties.

3.5 In the event of a breach or threatened breiahyoof the provisions of Section 4, or any brebgtDirector of his fiduciary obligation to
PharmaFrontiers and its shareholders, PharmaFrsstiall be entitled to an injunction ordering teturn of such Documents and any and all
copies thereof and restraining Director from usinglisclosing, for Director's benefit or the behefiothers, in whole or in part, any
Confidential Information, including but not limited the Confidential Information which such Docurtsecontain, constitute, or embody.
Director further agrees that any breach or threstdmmeach of any of the provisions of Section 4 i@ause irreparable injury to
PharmaFrontiers for which it would have no adequaeedy at law. Nothing herein shall be construedrahibiting PharmaFrontiers from
pursuing any other remedies available to it for smgh breach or threatened breach, including tt@very of damages.

4. Noncompetition/No-Hire Agreement

4.1 Director agrees that, from the Effective Datéla period of one (I) year following the dateto$ resignation removal or failure to be
nominated or elected as a member of the Board,'ftbacompetition Period"), Director will not dirdgtor indirectly, either as an employee,
employer, consultant, agent, principal, partnerpomate officer, director, or in any other indivadwr representative capacity, engage or
participate in any "Competitive Business" anywharthe United States of America, Canada or the gema Union (the "Noncompetition
Territory"). As used herein, a "Competitive Busisieis defined as any business, including thosdingldo stern cells or cell banking, which
provides the same or substantially the same predsetvices or licenses to intellectual propeigits, in whole or in part, as are provided by
PharmaFrontiers during the term of this Agreemidotwithstanding the foregoing, PharmaFrontiers'theen provided notice of and conse
to Directors's activities involving "nutraceuticafer the vivo production of stem cells and corddd and its affiliates Saneron CCEL and
Cryo-Cell International and Chemokine Pharmacelgiaad its affiliated companies. Director has npatanted inventions and discoveries
made or conceived by Director prior to Directorigagement with PharmaFrontiers that relate to s&lhisolation, identification and/or
expansion and/or cell banking as of the EffectiateD

Nothing in this agreement is intended nor shaltlu@e Director's ownership and trading of publiciséies that may be in simil:
biotechnology or cell related businesses as Phawn#€rs, however if Director acquires a mateniest (i.e. a 5% interest in any said
companies this must be disclosed to PharmaFrontiers
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4.2 Director further agrees that during the Nonceiitipn Period and within the Noncompetition Tearijt Director will not, directly or
indirectly, either as an employee, employer, caastil agent, principal, partner, corporate offickrector, or in any other individual or
representative capacity, call on, solicit, recraitattempt to call on, solicit, or recruit, oreattpt to hire any of the employees of
PharmaFrontiers, regardless of whether for thefitesfehe Director or for any other person, firor, corporation.

4.3 Director shall not during the NoncompetitionmiBa and within the Noncompetition Territory, eithdirectly or indirectly (i) make known
to any Competitive Business the names and addre$sey of PharmaFrontiers' customers or contacég other information pertaining to
such persons or businesses or (ii) call on, spticitake away, or attempt to call on, solicit@ke away any of the customers of
PharmaFrontiers with whom Director became acqudidteging Director's service as a member of Pharomfars' Board, regardless of
whether for the benefit of the Director or for asther person, firm or corporation.

4.4 Director agrees that this Section is anciltarshis Agreement, and Director acknowledges thatcbnsideration given by PharmaFrontiers
for this Agreement includes PharmaFrontiers' ageserto provide to the Director access to the Cemfithl Information. Further, the
existence of any claim or cause of action of Dweeigainst PharmaFrontiers or any officer, direapoemployee of PharmaFrontiers, whe
predicated on this Agreement or otherwise, shdlcoastitute a defense to the enforcement by PHamondiers of Director's covenants
contained in this Agreement. In addition, this Agrent shall continue to be binding upon Directaadnordance with its terms,
notwithstanding the termination of this Agreement.

4.5 Director agrees that Director's breach or Viotg or threat thereof, of this covenant not tompete shall entitle PharmaFrontiers, as a
matter of right, to an injunction without the nesigs of posting bond, issued by any court of corapgjurisdiction, restraining any further or
continued breach or violation of this covenant.8tight to an injunction shall be cumulative andhddition to, and not in lieu of, any other
remedies to which PharmaFrontiers may show itasify entitled. Further, during any period in whighrector is in breach of this covenant
not to compete, the time period of this covenaatldie extended for an amount of time that Direitdn breach.

5. Inventions and Other Intellectual Property

5.1 Director agrees to hold in complete trust far benefit of PharmaFrontiers, and to disclosefaiylto PharmaFrontiers in writing, and
hereby assigns, and binds Director's heirs, exegutdministrators, and all legal representativesssign, to PharmaFrontiers any and alll
inventions, discoveries, ideas, concepts, improvesyeopyrightable works, biological materials, aider developments (all of the above are
collectively referred to as the "Developments") aaimed, made, discovered or developed by him,solel
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or jointly with others, during the term of this Aggrment, whether during or outside of usual workiagrs and whether on PharmaFrontiers'
premises or not, which relate in any manner topte, present or anticipated business of Pharm#€rsnThe parties agree that, if Directo
an inventor as determined by U.S. patent law fgriamention, Director shall be named as an invemaonnection with any patent
application therefore. Any and all such Developraeftall be the sole and exclusive property of Ph&nantiers, whether patentable,
copyrightable, or neither, and Director agrees Biegctor will assist and fully cooperate in evevgy, at PharmaFrontiers' expense, in
securing, maintaining, and enforcing, for the bér#fPharmaFrontiers or its designee, patentsyiigpts or other types of proprietary or
intellectual property protection for such Develomtsein any and all countries. Director acknowledgied agrees that any and all such
Developments conceived, created, or authored byihariwork made for hire," as defined by the fedleopyright laws, and therefore alll
copyrights in and to such works are and will be edvby PharmaFrontiers. To the extent that Direatthors any copyrightable work in any
medium during the term of this Agreement whichtedaor pertains in any way to PharmaFrontiers gradithe operations or activities of
either and which was is held not a work made fog,HDirector hereby assigns all right. title, antkrest, including but not limited to all rights
of copyright, in and to such works to PharmaFraati®/ithin six months following the termination thiis Agreement, and without limiting
the generality of the foregoing, any Developmenrthef Director relating to any PharmaFrontiers stthjeatter on which Director worked or
was informed during the term of this Agreementlsbalconclusively presumed to have been conceiadd@ade prior to the termination of
this Agreement (unless the Director clearly pratveg such Development was conceived and made fioltpthe termination of this
Agreement), and shall accordingly belong, and ls@gasd to PharmaFrontiers and shall be subjetiisodgreement.

5.2 Without limiting the foregoing, Director agressthe request of PharmaFrontiers (but withouttamiéhl compensation from
PharmaFrontiers during Director's employment byrRla&rontiers) to execute any and all papers anfdpeall lawful acts which
PharmaFrontiers deems necessary for the preparéliog, prosecution, and maintenance of applimagi for United States and foreign letters
patent or for United States and foreign copyrigbisthe Developments, and to execute such instrisasnare necessary or convenient to
assign to PharmakFrontiers, its successors, assigraminees, all of the Director's right, title dainterest in the Developments and the like, so
as to establish, maintain or perfect, in Pharmattem) its successors, assigns or nominees, tire eight, title, and interest to the
Developments, and also to execute any instrumeusssary or which PharmaFrontiers may deem desiitatbnnection with any
continuation, renewal or reissue thereof, or indbveduct of any proceedings or litigation in regtrereto.

5.3 All expenses incurred by the Director by reasbiine performance of any of the obligations settfin this Section on Inventions shall be
borne by PharmaFrontiers. Should the Director'stsge be requested by PharmaFrontiers afternation of this Agreement,
PharmaFrontiers would compensate the Directora@asonable rate.
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6. Conflicts of Interest

6.1 In keeping with Director's fiduciary dutiesRbarmaFrontiers, Director agrees that Directorl stwd) directly or indirectly, become
involved in any conflict of interest, or upon disewny thereof, allow such a conflict to continue. fidaver, Director agrees that Director shall
promptly disclose to the Board of PharmaFrontiengs facts which might involve any reasonable poigitdf a conflict of interest as
PharmaFrontiers is currently and in the future ued and practicing business. Director shall @mthe highest standards of conduct, and
shall not do anything likely to injure the reputetior goodwill of PharmaFrontiers, or embarrasstberwise generate adverse publicity for or
bring unwanted attention to PharmaFrontiers.

6.2 It is agreed that any direct or indirect ing¢iia, connection with, or benefit from any outsalivities, particularly commercial activities,
which interest might in any way adversely affecafPhaFrontiers or any of its subsidiaries or afifi& involves a possible conflict of interest.
Circumstances in which a conflict of interest oa pgart of Director would or might arise, and wh#ttould be reported immediately by
Director to an officer of PharmaFrontiers, includéthout limitation, the following: (a) ownershig a material interest in, acting in any
capacity for, or accepting directly or indirectiyyapayments, services or loans from a suppliertractor, subcontractor, customer or other
entity with which PharmaFrontiers does businessiisuse of information or facilities to which Dater has access in a manner which wil
detrimental to PharmaFrontiers' interest; (c) disgte or other misuse of information of any kindadted through the Director's connection
with PharmaFrontiers; (d) acquiring or tradingdirectly or indirectly, other properties or intetesonnected with the design, manufacture or
marketing of products designed. manufactured oketad by PharmaFrontiers; (e) the appropriaticiéoDirector or the diversion to others,
directly or indirectly, of any opportunity in whidhis known or could reasonably be anticipated BfzarmaFrontiers would be interested; and
(f) the ownership, directly or indirectly, of a redtl interest in an enterprise in competition witharmaFrontiers or its dealers and
distributors or acting as a director, officer, part consultant, Director or agent of any enteepwitich is in competition with PharmaFronti

or its dealers or distributors.

7. Prior Discoveries

Director has no unpatented inventions and disceseariade or conceived by Director prior to the EffecDate that relate to stem cell
isolation, identification and/or expansion and/ell banking.
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8. Remedies

Director and PharmaFrontiers agree that, becausagkes at law for any breach or nonperformanceisfAreement by Director, while
recoverable, are and will be inadequate, this Agereg may be enforced in equity by specific perfaro®g injunction, accounting or
otherwise.

9. Miscellaneous

9.1 This Agreement is made and entered into alseoEffective Date and the rights and obligationthefparties hereto shall be binding upon
the heirs and legal representatives of the Diremtolthe successors and assigns of PharmaFrofigssAgreement may be assigned by
PharmaFrontiers (including assignment by operatfdaw to any successor to the business of PharoméiErs by merger, consolidation or
other business combination) without the consemiactor but is personal to the Director and ndisg duties, and obligations of Director
hereunder may be assigned without the consentari®iFrontiers or its assigns, which may be graotetdithheld in its sole discretion.

9.2 No waiver or non-action with respect to anyalsteby the other party of any provision of this égment, nor the waiver or naation witt
respect to any breach of the provisions of sinalgreements with other Directors shall be consttadxe a waiver of any succeeding breac
such provision, or as a waiver of the provisioelits

9.3 Should any portions hereof be held to be iavatiwholly or partially unenforceable, such hofglghall not invalidate or void the
remainder of this Agreement. The portions heldeartvalid or unenforceable shall be revised andeed in scope so as to be valid and
enforceable, or, if such is not possible, then quations shall be deemed to have been wholly eecluwith the same force and effect as it if
had never been included herein.

9.4 Director's obligations under this AgreemerPl@armakFrontiers shall survive Director's resigmatiemoval or failure to be nominated or
elected as a member of the Board of PharmaFrontiers

9.5 This Agreement supersedes, replaces and mangeand all prior and contemporaneous understaadiegresentations, agreements and
discussions relating to the same or similar subjeatter as that of this Agreement between Direghol PharmaFrontiers and constitutes the
sole and entire agreement between the DirectoPhadmaFrontiers with respect to the subject maftéris Agreement.

9.6 The laws of the State of Texas, excluding amflicts of law rule or principle that might otheise refer to the substantive law of another
jurisdiction, will govern the interpretation, vailig and effect of this Agreement without regardhe place of execution or the place
performance thereof, and PharmaFrontiers and Diregiree that the state and federal courts in slaminty, Texas, shall have personal
jurisdiction and venue over PharmaFrontiers aneédar to hear all disputes arising under this Agreset. This Agreement is to be at le
partially performed in Harris County, Texas.
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9.7 All notices and other communications requiregermitted hereunder or necessary or conveniecimection herewith shall be in writi
and shall be deemed to have given when maileddigtered mail or certified mail, return receiptuegted, as follows:

If to PharmaFrontiers, to:

Mr. David McWilliams
PharmaFrontiers Corp.

835 Greens Parkway,

Suite #150 Houston, TX 77067

If to Director, to:

Tony Kamin
619 Bluff Street, Suite 100
Glencoe, IL 60022

or to such other addresses as either party magrdesi by notice to the other party hereto in thameaspecified in this section.

9.8 This Agreement may not be changed or terminattaity, and no change, termination or waiver @ thgreement or of any of the
provisions herein contained shall be binding untaase in writing and signed by both parties, anthéhcase of PharmaFrontiers, by an
authorized officer of PharmaFrontiers. Any changet@anges, from time to time, in Director's compiom shall not be deemed to be, a
change, termination or waiver of this Agreementfoany of the provisions herein contained.

IN WITNESS WHEREOF, the undersigned have herebgedthis Agreement to be effective as of the degeviritten above.
PharmaFrontiers Corp., a Texas Corporation

By: /s/ David B. MWIIians

David B. MW IIlians, CEO

By: /s/Tony Kam n

Tony Kami n
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Exhibit 10.12

FORM OF NOTE AGREEMENT

15% Exchangeable Convertible Subordinated NotesNlmwember 30, 2005

To each of the Purchasers
of the above Notes:

Gentlemen:

PharmaFrontiers Corp., a Texas corporation (theri@my"), is offering for sale up to $10,000,000686 Exchangeable Convertible
Subordinated Notes due November 30, 2005 (the #pt€he terms and conditions governing the Notescantained in this Agreement. As
purchasers of the Notes, you are acquiring onease rof the Notes to be issued pursuant to this égent. Accordingly, the Company her
agrees with you (each herein called a "Purchaset't@gether, the "Purchasers") as follows:

1. AUTHORIZATION OF NOTES. The Company will authoeithe issue and sale of up to $10,000,000 in ggtgeprincipal amount of its
Notes. Each Note issued hereunder will be datedake of its issuance, will mature on NovemberZ8@5, will bear interest on its unpe
principal balance from the date of issuance atate of 15% per annum, computed on the basis 6Daday year of twelve 30 day months,
payable at maturity, November 30, 2005, and willhthe other terms and provisions provided herethia the form of Note attached hereto
as Exhibit A. Interest is payable in cash or atdh#on of the Company in shares of its Common ISt@dued at $3.00 per share. Upon
maturity, the principal amount of the Note will amtatically convert into Common Stock. The term "®&'abr "Notes" as used herein shall
include each Note delivered pursuant to any prowisif this Agreement and each Note delivered irssulion or exchange for any such N
pursuant to any such provision. Certain capitalteeths used in this Agreement are defined in Sedm

2. PURCHASE AND SALE OF NOTES. The Company williesand sell to you and, subject to the terms anditons of this Agreement,
you will purchase from the Company at the purchaim of 100% of the principal amount or value dudr

3. REGISTRATION RIGHTS. The Company agrees to tegithe resale of the shares of Common Stock issped maturity, as set forth in
Exhibit B.

4. REPRESENTATIONS AND WARRANTIES. The Company reggnts and warrants to you that:

4.1 Organization, Qualification, Standing, Cap&abck, etc. The Company is a corporation duly o validly existing, and in good
standing under the laws of its jurisdiction of ingoration, has the corporate power to own its priiggeand to carry on its businesses as the
same are now being conducted and is duly qualifietb business and is in good standing in eachdiation in which the character of the
properties owned by it or the nature of its busieeamakes such qualification necessary. The am#tbdapital stock of the Company consists
of 50,000,000 shares of Common Stock, of which @,&88 shares are issued and outstanding as o&theflthis Agreement, and 10,000,
shares of preferred stock, of which no sharesssuged and outstanding as of the date of this Ageaenll of the outstanding shares of
Common Stock have been validly issued and are faglg and nonassessable. Except for those desdrnilted Memorandum and in SEC
Filings, there are not outstanding, nor is the Camypsubject to any agreement, arrangement, or staaheling under which there may become
outstanding, any option, warrant, or other righptiochase or subscribe to, or security convertiitte or exchangeable for, any shares of
capital stock of any class of the Company.

4.2 Financial Statements, Subsequent Change§ tetdinancial statements and other financial dathiaformation contained in or referred
to in SEC Filings and the Memorandum, are com@eatecorrect in all material respects and fairlyspre in all material respects the finan
condition of the Company at the respective datesaaf statements or information for the respeqtimeéods covered thereby. Such financial
statements have been prepared in accordance witrally accepted accounting principles applied gorssistent basis throughout the per
involved (except as otherwise noted therein).
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4.3 Other Information as to the Company. The SHi@ds and the Memorandum do not contain any misstant of a material fact or omit to
state any material fact necessary to be statedither necessary in order to make the statemeetsithnot misleading. In the event the
Company has furnished to you written informatiorichihcorrects information previously furnished, thiormation last furnished is deemec
govern for purposes of this Section 4.3.

4.4 Litigation. Except as set forth in the SECrigs and the Memorandum, there is no action, sufiraceeding at law or in equity or by or
before any governmental instrumentality or agerncgny arbitrator now pending or, to the Companysviiedge, threatened, against, or
affecting the Company, or any of its propertiesigits, which, if adversely determined, might, eitin any case or in the aggregate result
Material Adverse Change, or result in any substhiigibility not adequately covered by insuranaefop which adequate reserves are not
maintained on the Company's balance sheet.

4.5 Licenses. Except as disclosed in the SEC HEilargd the Memorandum and which would not have &NétAdverse Change, the
Company has all permits, licenses, and other aijres are necessary to enable it to conduct isinless as now conducted and as propos
be conducted, and to the best of the Company's ledoe, the Company is not in default under any @erhits, licenses or other authority.

4.6 Due Authorization and Compliance with Othetidmsents. This Agreement and the Notes have belgradd validly authorized by all
requisite corporate proceeding and this Agreemenstitutes, and the Notes when executed and detiveill be, valid and legally binding
obligations of the Company enforceable againsbepany in accordance with their terms except &xresability is limited by bankruptcy,
insolvency, reorganization, moratorium, or othevdaelating to or affecting generally the enforcetaf creditors' rights and except to the
extent that availability of equitable remedies subject to the discretion of courts before whicki proceeding therefor may be brought and
the Notes will be entitled to the benefits of tAgreement and are not subject to any preemptiwénaifar rights on the part of any holder or
holders of shares of capital stock of the Company.

4.7 Burdensome and Conflicting Agreements and Yima of Charter Provisions. The Company is notriablly any agreement or instrum
or subject to any charter or other corporate @gin which materially and adversely affects itsiness, properties, operations, prospects or
condition, financial or otherwise. The Companyads im violation of its charter or bylaws or of aagreement or instrument by which it is
bound, or of any statute, law, rule or regulatimnof any judgment, decree, writ, injunction, ordeaward of any arbitrator, court or
governmental authority applicable to it, in a marthat could result in the imposition of substalnpienalties or result in a Material Adverse
Change. Neither the authorization, execution, altvery of this Agreement or the Notes, the consatiom of the transactions herein and
therein contemplated, nor the fulfillment of or qaimnce with the terms hereof and thereof, will ftichwith or result in a breach of any of
the terms of the charter or by-laws, or of any makstatute, law, rule, or regulation, or of amggment, decree, writ, injunction, order, or
award of any arbitrator, court or governmental atitfs, or of any instrument, which is applicableth@ Company or by which the Compan
bound, or result in the imposition of any lien u@y of the properties or assets of the Compaimgrdahan consents to obtained prior to
Closing.

4.8 Consents and Approvals. Except as disclos#tei®EC Filings or the Memorandum or as would @oeha Material Adverse Change, the
Company has obtained or made provisions to obthimaterial (a) governmental consents, approvatsauthorizations, and registrations and
filings with governmental authorities, and (b) cents, approvals, waivers, and notifications of lsbatders, creditors, lessors, and other non-
governmental persons, in each case, in conneciibrnthre execution and delivery of this Agreemend #me Notes, and the consummation of

the transactions herein and therein contemplated.

4.9 Tax Returns and Payments. The Company hasdiledquired information and tax returns and répand has paid, or adequately
provided for the payment of, all taxes, assessmantsother governmental charges that are materahount imposed upon it or upon an

its assets, income or franchises, other than acly sliarges which are currently payable without figma interest. The charges, accruals, and
reserves on the books of the Company with respeeixes for all fiscal periods are adequate, inoihieion of the Company, and the
Company knows of no actual or proposed tax assesdimed is material in amount for any fiscal perandof any basis therefor against which
adequate reserves have not been set up.
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4.10 Offering of the Securities. Neither the Compaar anyone authorized to act on its behalf (othan the Agent) has or will directly or
indirectly sell or offer the Notes or any part thefror any similar instruments to, or solicit arffeoto buy any thereof from, any Person so as
to bring the issue and sale of any thereof withmgrovisions of Section 5 of the Securities Act.

4.11 Transactions With Affiliates and Employeescé&pt as set forth in the SEC Filings or the Memduan, none of the officers, directors,
affiliates or greater than 5% shareholders of then@any and, to the knowledge of the Company, nétigecemployees of the Company is
presently a party to any transaction with the Comypar any subsidiary (other than for services apleyees, officers and directors), includ
any contract, agreement or other arrangement grayfdr the furnishing of services to or by, prawig for rental of real or personal property
to or from, or otherwise requiring payments toronf any officer, director or such employee or e knowledge of the Company, any entity
in which any officer, director, or any such empley®s a substantial interest or is an officer ctline trustee or partner.

5. PREPAYMENT OF NOTES. The Company does not haweright to prepay all or a portion of the Notes.
6. RESERVED.

7. COVENANTS OF THE COMPANY. The Company covenaas agrees that, so long as any of the Notes as&aading, it will comply
with the following provisions, subject to the preiins of Section 17 hereof:

7.1 Use of Proceeds. The Company will apply alcpeals (net of costs directly related to the prejmarand negotiation of this Agreement
and the offering and sale of the Notes) derivethftbe sale of the Notes as set forth in the Mentan

7.2 Payment of Principal and Interest. The Compaitiymake all payments of principal of and interestthe Notes at the time the same shall
become due thereunder or hereunder.

7.3 Taxes. The Company will promptly pay and disghaall lawful taxes, assessments, and governmelnéabes or levies (other than taxes,
assessments, and other governmental charges imppderkign jurisdictions or otherwise which in thggregate are not material to the
business or assets of the Company) imposed oruppan its income or profits, or upon any of itsgedies, real or personal, before the same
shall become in default, as well as all lawful ilaifor labor, materials, and supplies or otherwibéh, if unpaid, might become a lien or
charge upon its properties or any part thereofyigea, however, that the Company shall not be meguio pay or cause to be paid any such
tax, assessment, charge, levy or claim prior totin®n of foreclosure proceedings if the validthereof shall be contested in good faith by
appropriate proceedings and if the Company shat legtablished reserves deemed by the Company ateeagith respect to such tax,
assessment, charge, levy, or claim or as may hereebby generally accepted accounting principtassistently applied.

7.4 Insurance. The Company will maintain all cutramd will use its best efforts to obtain all ddxhial, liability, property damage and other
insurance on its insurable property against firg @ier hazards with financially sound and resgaasnsurance carriers with which the
Company is doing or will do business, or (in theaire of any such requirements) in the relativegmnate amounts usually carried by
reasonable and prudent companies conducting bssisasmilar to that of the Company.

7.5. Maintenance of Existence and Properties. Tdragany will keep its corporate existence in fulice and effect. The Company will keep
its properties in good repair, working order, anddition, and from time to time will make all neatldnd proper repairs, renewals,
replacements, extensions, additions, bettermendsinaprovements thereto, so that the businessechon may be properly conducted at all
times in accordance with prudent business manageffiee@ Company will comply with all applicable lawrd regulations (including
Environmental Laws), decrees, orders, judgmerasnes and permits, including without limitatioheadvironmental permits ("Applicable
Laws"), except where noncompliance with such Amtlle Laws would not cause a Material Adverse Change
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7.6 Financial Statements. The Company will keegkbaif record and accounts in which full, true andect entries in all material respects in
accordance with generally accepted accounting ipfeewill be made of all dealings or transactionselation to its business and activities.

7.7 Filings Under the Exchange Act. So long asNbteholders beneficially own the Notes, the Compsimgll file all reports required to be
filed with the Commission pursuant to Section 18 &B(d) of the Exchange Act and shall not termiriatstatus as an issuer required to file
reports under the Exchange Act where the rulesegulations thereunder would permit such termimatiche Company will take all
reasonable action under its control to maintainctir@inued listing and quotation and trading ofitseCommon Stock on the OTC Bulletin
Board and will comply with the Company's reportifiting and other obligations under the by-lawswles of the National Association of
Securities Dealers, Inc. applicable to it at lesstong as the Noteholder beneficially owns theeot

7.8 Listing on Securities Exchanges and Nasdatipdrevent the Company applies for listing on arjonal securities exchange or on the
Nasdaqg Stock Market, the Company will include thares of Common Stock underlying the Notes in arch sipplication

7.9 Shares Reserved for Issuance. The Companyrebative, free from preemptive rights, out of ittharized but unissued shares, sufficient
shares to provide for the conversion of the Natesiftime to time as such Notes are presented fovaasion; provided that nothing contair
herein shall be construed to preclude the Compamy Satisfying its obligations in respect of thewersion of Notes by delivery of
repurchased shares of Common Stock which are hélekitreasury of the Company.

7.10 Shares Issued Upon Conversion. The Compargnemis that all shares of Common Stock which magsed upon conversion of
Notes will upon issuance be fully paid and nonassigle by the Company and free of preemptive righ&sy shares of Common Stock to
reserved for the purpose of conversion of Notesurader require registration with or approval of goyernmental authority under any
federal or state law before such shares may bdlyadisued or delivered upon conversion, then tbm@any covenants that it will in good
faith and as expeditiously as possible endeaveetoire such registration or approval, as the caseba; provided, however, that nothing in
this Section shall be deemed to affect in any via@yadbligations of the Company to convert Notes ddonmon Stock.

7.11 Dealings with Affiliates. Without Board of ictors approval, the Company covenants that itwitlenter into any transaction includi
without limitation, any loans or extensions of dtex royalty agreements with any officer, directaffiliate or greater than 5% shareholder of
the Company, or any member of their respective idiate families or any corporation or other entiiyedtly or indirectly controlled by one

or more of such officers, directors, affiliatesgpeater than 5% shareholder or members of theirddiate families, except for (i) ordinary
course business expense advances for businessspanhat are subject to reimbursement from the @agnppon presentation of appropriate
documentation and other advances in reasonablerasmade to employees of the Company for validri®ss purposes, and (i) service
rendered to the Company by an officer, directopleyee or greater than 5% shareholder.

7.12 Other Negative Covenants. Unless such transastapproved in writing by the holders of 51%ilvé aggregate principal amount of the
Notes, the Company hereby further covenants aretaghat it will not

(a) Alter, change or amend the preferences orgighthe Company's common stock;
(b) Amend its articles of incorporation;

(c) Sell, lease, or otherwise dispose of all orstaifitially all of its assets;

(d) Dissolve, liquidate, or wind up its business;

(e) Conduct its business other than in its ordirsangf usual course;
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(f) Reclassify any of its outstanding securitiesleclare, set aside, or pay any dividend or otfstribution on or make or agree or commit to
make any exchange for or redemption of any suchriges payable in cash, stock, or property; or

(g9) Create, incur, or assume any long-term or steon indebtedness for money borrowed by the Compémer than the Notes, Permitted
Debt or in the ordinary course of business.

7.13 Notice of Default. The Company will within tBusiness Days notify you upon becoming aware efttcurrence of any Event of
Default hereunder.

8. PAYMENT, REGISTRATION, AND TRANSFER OF NOTES. &lCompany will promptly and punctually pay the iett on the Notes
held by you without any presentment thereof; ard@bmpany will pay all amounts payable to you gpezt of principal of and interest on
the Notes to you or your nominees at the addreas suich other place as you may from time to tiesghate in writing. The Company
agrees to maintain an office (or to appoint an agaming an office) in Houston, Texas, or such ottty as the Company may designate by
notice in writing to the Noteholders, at which Notaay be surrendered for transfer and reissuaocex€hange, replacement, conversion, or
cancellation. The Company shall keep or cause tepg at the office or agency so maintained, &tegor registers in which the Company
or its agents shall register the names and addre$ske holders of the Notes and shall transfgistered Notes in accordance with this
Agreement. Upon surrender for transfer of any tegesl Note duly assigned by the registered holaleit duly authorized attorney) to the
transferee(s) thereof and subject to satisfactidheorequirements set forth in Section 12.4, tbenBany shall execute and deliver a new
registered Note (or Notes in appropriately subdididenominations of principal), dated the mostmedate to which interest shall have been
paid on the surrendered Note, in an equal prin@padunt with notation of payments of principal maiereon, or in a principal amount equal
to the original principal amount as reduced by pagts of principal theretofore made on the Noteendered, in the name of, and payable to
the order of, the transferee(s) thereof. No seri@rge shall be assessed for any transfer, ratjistr reissuance, or notation of payment
hereunder.

9. SUBORDINATION OF NOTES. The Company covenantd agrees and each Noteholder, by his acceptan@aothevhether upon

original issue or upon transfer or assignmentwike covenants and agrees that the payment ofihapal of and interest on each and all of
the Notes is hereby expressly made subordinatecordance with the provisions of this Section 4 each Person holding any Notes, acc
and agrees to be bound hereby.

9.1 Subordination to Senior Indebtedness. The iedigless evidenced by, and payment of the prinoipahd interest on, the Notes shall be
subordinate and subject in right of payment togktent and in the manner set forth in this Sec@ido the prior payment in full of all Senior
Indebtedness.

9.2 No Payment of Notes in Certain Events. To ttterg and in the manner set forth in this Sectidh 8o part of the Notes shall have any
claim to the assets of the Company on parity withr@r to the claim of the Senior Indebtednesshimevent and during the continuation of a
Senior Indebtedness Default, no payment of prin@panterest shall be made on the Notes unlessuatitisuch Senior Indebtedness Default
shall have been waived or remedied, nor shall ania payment be made if after giving effect, asaitipto such payment, any Senior
Indebtedness Default would exist; provided, thahwéspect to a Senior Indebtedness Default ottaar & default in the payment of principal
(including mandatory prepayments) of or interesSenior Indebtedness, nothing in this Section Ball prevent any regularly scheduled
payment of principal or interest of the Notes fqreaiod longer than the longer of (i) 120 daysidrafy period during which the Senior
Indebtedness in respect of which a Senior IndeletesiDefault so exists is or has been declaredmtlipayable in its entirety and (x) such
acceleration has not been rescinded or annull¢g) such Senior Indebtedness has not been paidlin f

9.3 Priority of Payment of Senior Indebtednessént&in Events. Upon any payment or distributiomssets of the Company of any kind or
character, whether in cash, property, or secuyiteesreditors upon any dissolution or winding wgagal or partial liquidation or
reorganization of the Company, whether voluntaringoluntary, assignment for the benefit of creditmr in bankruptcy, insolvency,
receivership, reorganization or other proceediafi§enior Indebtedness shall first be paid in dulpayment thereof provided for in money
money's worth before the holders of the Notes die#ntitled to retain any assets so paid or Higted in respect thereof (for principal or
interest); and upon any such dissolution or windipgr liquidation or
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reorganization any payment or distribution of asgéthe Company of any kind or character, wheitheash, property, or securities, to which
the holders of the Notes would be entitled, exéepthese provisions, shall be paid by the Comparlyy any receiver, trustee in bankruptcy,
liquidating trustee, agent, or other Person makingh payment or distribution, or by the Noteholdersceived by them, directly to the
holders of Senior Indebtedness (pro rata to ealitehon the basis of the respective amounts ofd@éndebtedness held by such holder) or
their representatives, to the extent necessargy@lp Senior Indebtedness in full, in money or s worth, after giving effect to any
concurrent payment or distribution to or for thédeos of such Senior Indebtedness, before any patyoralistribution is made to the
Noteholders

9.4 Payments Due Holders of Senior Indebtednegbelrvent that any payment or distribution of tsseéthe Company of any kind or
character, whether in cash, property, or secuyitidxich, by virtue of the provisions of Sectiong 8r 9.3 should not be paid to the
Noteholders, shall nevertheless be received biltteholders before all Senior Indebtedness is ipdidll, or provision made for suc

payment, in accordance with its terms, such paysnendistribution shall be held in trust for thenb#t of, and shall be paid over or delivered
to, the holders of such Senior Indebtedness or thpresentative or representatives, or to thedeusr trustees under any agreement pursuant
to which any instruments evidencing any of suchi®@dndebtedness may have been issued, as thpeagtse interests may appear, or to a
bank or trust company having a combined capitalsamglus of not less than $10,000,000 which isdadystanding and has its principal of

in the State of Texas, to be held in escrow, f@liaption to the payment of all Senior Indebtednessaining unpaid to the extent necessary
to pay all such Senior Indebtedness in full in adaace with its terms, after giving effect to amncurrent payment or distribution to or for
the holders of such Indebtedness.

9.5 Notice of Acceleration. The Noteholders agregite the holders of Senior Indebtedness notiaeriting 30 days prior to declaring the
unpaid principal amount of the Notes immediatelg dnd payable pursuant to the provisions of Sedtlon

9.6 Enforcement, Subrogation, etc. The foregoirgpatination provisions shall be for the benefitted present and future holders of the
Senior Indebtedness and may be enforced directBubli holders against the Noteholders. Upon angnpayor distribution of assets of the
Company referred to in Section 9.3, the Notehodihall be entitled to rely upon a certificate of teeeiver, trustee in bankruptcy, liquidating
trustee, Company, agent, or other Person making gagment or distribution, delivered to the Noteleolfor the purpose of ascertaining the
Persons entitled to participate in such distributio the holders of the Senior Indebtedness amer abdebtedness of the Company, the
amount thereof or payable thereon, the amount @uats paid or distributed thereon and all othetsfaertaining thereto or to the provisions
of this Section 9. Subject to the payment in fdilalb Senior Indebtedness, the Noteholders (togethd pro rata with the holders of any other
indebtedness of the Company which is subordinatigitt of payment to the payment of other indebtsdnof the Company, but is not
subordinate in right of payment to the Notes anddterms grants the right of subrogation to thilérs thereof) shall be subrogated to the
rights of the holders of Senior Indebtedness teivecpayments or distributions of assets of the @amy made on the Senior Indebtedness
until the principal of and interest on the Notealkhe paid in full; and, for the purposes of sgadbrogation, no payments or distributions to
the holders of Senior Indebtedness of any casipgpty, or securities to which the Noteholders wduddentitled except for these provisions
shall, as between the Company, its creditors dtiar the holders of Senior Indebtedness, and thehstiers, be deemed to be a payment by
the Company to or on account of Senior Indebtedrielssing understood that these provisions areaaadntended solely for the purpose of
defining the relative rights of the Noteholders,tba one hand, and the holders of Senior Indebtsdoa the other hand.

9.7 Obligations Unimpaired. Nothing contained iis tBection 9 is intended to or shall impair as leetawthe Company, its creditors other than
the holders of Senior Indebtedness and the Notehglthe obligation of the Company, which shalbbsolute and unconditional, to pay to
the Noteholders the principal of and interest aNotes as and when the same shall become dueagiatlle in accordance with the terms
thereof, or is intended to or shall affect the tiearights against the Company of the Notehol@ers creditors of the Company other than the
holders of Senior Indebtedness, nor shall anythergin or therein prevent the Noteholder from eisérg all remedies otherwise permitted
applicable law upon default, subject to the riglitany, under this Section 9 of the holders ofiSemdebtedness in respect of any required
notice of the exercise of any such remedy or gagiperty, or securities of the Company otherwisgapée or deliverable to such holder. Ei
Noteholder by his acceptance thereof shall be ddémacknowledge and agree that the subordinatiovigions of this Section 9 are, and
intended to be, an inducement and a consideratieath holder of any Senior Indebtedness, whetledr Senior Indebtedness, was create
acquired before or after the issuance of the Nodeas¢quire and continue to hold, or to continubdtal, such Senior Indebtedness and each
holder of Senior Indebtedness shall be deemed esinely to have relied on such subordination priovis in acquiring and continuing to
hold, or in continuing to hold, such Senior Indelntess.
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10. SUBSTITUTION OF NOTES. Upon receipt by the Camyp of evidence satisfactory to it of the lossftthdestruction, or mutilation of

any Note, and of indemnity satisfactory to it (Whi the case of any original purchaser of theeNpshall be a contractual obligation of such
purchaser) and upon surrender, at the office an@gmaintained in accordance with Section 8 herad, cancellation of any Note, if
mutilated, the Company will execute and deliveewmNote of like tenor, in lieu of such Note, datkd most recent date to which interest on
such Note shall have been paid.

11. EVENTS OF DEFAULT.
11.1 Definition; Remedies. If any one or more & fbllowing events (herein called "Events of Defguhall occur and be continuing:

(a) default shall be made in the payment of prialcgd any of the Notes when and as the same skatihe due and payable at maturity wt
principal amount shall not have been paid throinghisgsuance of Common Stock at the Conversion Riitbén 20 days from maturity;

(b) default shall be made in the payment of inteoesthe Notes when the same becomes due and payadblsuch default shall have
continued for a period of 10 days;

(c) default shall be made in any of the represenmtator warranties set forth in Section 4 or theetants set forth in Section 7 and such
default shall have continued for a period of 20dafger written notice thereof to the Company framy holder or holders of Notes
aggregating not less than 51% of the aggregateipaghamount of the Notes then outstanding;

(d) the Company shall (i) apply for or consenthte appointment of a receiver, trustee, or liquidafdhe Company or any of its assets, (ii)
make a general assignment for the benefit of aveslitiii) be adjudicated a bankrupt or insolven(iv) file a voluntary petition in bankruptc
or a petition or answer seeking reorganizationnoarmangement with creditors to take advantagegptankruptcy, reorganization,
insolvency, readjustment of debt, moratorium, digon, liquidation, or debtor relief law, or anhapter of any such law, or an answer
admitting the material allegations of a petitidedi against it in any proceeding under any suchdeehapter, or corporate action shall be
taken by the Company for the purpose of effectimg@f the foregoing; (v) or an order, judgmentdecree shall be entered, without the
application, approval, or consent of the Compamyay court of competent jurisdiction, approvingedition seeking liquidation or
reorganization of the Company of all or a substmiart of the assets of the Company, and providatsuch order, judgment, or decree
remains in effect for more than 90 consecutive days

(e) default shall occur with respect to any otimelebtedness for borrowed money of the Company demuany agreement under which such
indebtedness may be issued by the Company anddefighlt shall continue for more than the periodafce, if any, therein specified, if the
aggregate amount of such indebtedness for whidh default shall have occurred exceeds $500,000; or

(f) final judgment for the payment of money in ess@f $500,000 shall be rendered against the Coyrgoaththe same shall remain
undischarged for a period of 60 days during whighéxecution shall not be effectively stayed;

then and in each and every such case upon themvatithorization of a holder of a Note by noticeviiting to the Company, declare the
unpaid principal of all the Notes together with raea interest thereon to be forthwith due and pleyabd thereupon such principal and
interest shall be due and payable without presemttrpeotest, or further demand or notice of anydkiall of which are hereby expressly

waived.
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This Section 11, however, is subject to the coadithat, if at any time after the occurrence oEaent of Default hereunder, and before the
entry of any judgment or decree against the Comgpanthe payment of all or any portion of the Notken outstanding, the Noteholders
aggregating not less than 51% of the aggregateipahamount of the Notes then outstanding maywbiten notice to the Company, either
temporarily suspend or permanently rescind andlasuah declaration of an Event of Default and @asequences (including, without
limitation, the acceleration of the Notes as altesfuisuch Event of Default); but no such suspemsiorescission and annulment shall extend
to or affect any prior, concurrent, or subsequefiadlt or Event of Default (other than the onesitidied by the Noteholders declaring them
due as the ones upon which such declaration wasipas impair any right consequent thereon.

If any Noteholder shall demand payment thereofke tany other action (of which the Company hasahétuowledge) in respect of a default
occurring in the payment of any principal of, oteirest on, any Note when and as the same shalii#edae and payable, the Company will
forthwith give written notice thereof to each haldé record of the Notes then outstanding.

11.2. Costs of Collection. The Company covenardasiththe Event of Default, it will pay to the heldthereof such further amount as shall be
reasonably sufficient to cover the cost and expefisellection, including, without limitation, coucosts and reasonable compensation to the
attorneys and counsel of the holder for all ses/igmdered in that connection.

11.3. No Course of Dealing. No course of dealingyveen the Company and any Noteholder or any deiaye part of the Noteholder in
exercising any rights thereunder or hereunder sipaltate as a waiver of any rights of any suchérold

12. REPRESENTATIONS OF PURCHASER. Each Purchaggesents and warrants to the Company as of thehda¢ef, as follows:

12.1. Investment Representations. The Purchaseqisiring the Notes for investment purposes anduithta view to the resale or
distribution of all or any part thereof. The Pursbaacknowledges that the Notes have not beenesgiisunder the Securities Act, or the
securities or "blue sky" laws of any state or otth@mestic or foreign jurisdiction, and that noneso€h securities may be sold, transferred or
otherwise disposed of except pursuant to an effectgistration statement thereunder or an appéaatemption therefrom.

12.2. Authority. The execution and delivery of thigreement, and the consummation of the transactiontemplated hereby by the
Purchaser has been duly and validly authorizedlbngguisite action on the part of the Purchaskis Agreement has been duly executed and
delivered by the Purchaser and constitutes thd @aldl binding obligations of Purchaser, enforcealsinst the Purchaser in accordance with
its terms except as the same may be limited bytagjei principles and by bankruptcy, insolvency, atarium and other laws of general
application affecting the enforcement of creditoights.

12.3 Accredited Investor. Each Purchaser (i) hab ¥nowledge and experience in financial and bissimeatters that such Purchaser is
capable of evaluating the merits and risks of hisey investment in the Notes and has the finaradidity to assume the monetary risk
associated therewith; (i) is able to bear the deteposs of his or her investment in the Notes; tregeived such documents and information
from the Company as such Purchaser has requedidtharhad the opportunity to ask questions of andive answers from the Company
the terms and conditions of the offering of theasaind to obtain additional information ; (iv) s '&ccredited investor" as defined in Rule
501(a) of Regulation D promulgated under the SéesrAct; and (v) is not relying upon any statersestinstruments made or issued by any
person other than the Company in making a decisianvest in the Notes.

12.4. Restrictive Legends. Each Note shall (uniélserwise permitted by the provisions of SectiorbX#ereof) and certificate for Common
Stock issued upon conversion of a Note and eadtficate for Common Stock issued to a subsequantteree shall be stamped or otherwise
imprinted with a legend in substantially the foliog form:

"The securities represented by this certificatechaat been registered under the Securities Ac9881las amended ("Securities Act") or any
state securities act. The securities have beeriraddor investment and may not be sold, transtempéedged or hypothecated unless (i) they
shall have been registered under the Securitieadtany applicable state securities act, ori{@)dorporation shall have been furnished with
an opinion of counsel, satisfactory to counsetfi@rcorporation, that registration is not requiseder any such act.”
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12.5. Notice of Proposed Transfers. (a) Exceptlasravise provided in paragraph (b) of this Secfi@rb, prior to any transfer or attempted
transfer of any Note or shares of Common Stockhtiider thereof shall give written notice to then@pany of such holder's intention to eff
such transfer. Each such notice shall describentimener and circumstances of the proposed transéestzall be accompanied by an opinion
of counsel for such holder satisfactory to the Canyp to the effect that such transfer may be effbetithout registration of such Note under
the Securities Act. If such notice is accompanigduich an opinion, such holder shall be entitletansfer such Note in conformity with the
terms of such notice, and, if the opinion of colissespecifies, the Note issued upon any suchfeaskall not bear the restrictive legend set
forth in Section 12.4. Such holder shall indemiifg Company for any transfer effected pursuarii$ection 12.5(a).

(b) The procedure set forth in paragraph (a) &f 8ection 12.5 shall not apply to any transfer dwy ¢or a transferee pursuant to this parac

(b)) of any Note to any of your Subsidiaries orikdfes; provided, however, that at the time oftstransfer the transferee shall execute and

deliver to the Company an "investment letter" comitay substantially the representations provide8éctions 12.1, 12.2 and 12.3 hereof with
respect to the Notes that are the subject of gacisfer and its agreement to be bound by the pom&f this Section 12 and such transfer is
otherwise exempt from registration under the séiegrAct and applicable state securities laws. Blasued upon such transfer shall bear the
appropriate restrictive legend set forth in Secfi@rd hereof.

12.6 Transfer of Your Rights. Your rights undestBiection 12 shall inure to the benefit of all Basswho shall at any time be the holders of
Notes originally purchased by you hereunder, pta irmaccordance with their respective interestd,@ach such holder, by such hold
acceptance of such Note, as the case may be, dgreesnd shall be deemed to be bound by all of govenants set forth in this Section 12,
to the extent that such covenants are applicaldedb holder's Notes.

13. EXCHANGE FOR SECURITIES ISSUED IN EQUITY FINANKG.

13.1 Closing of Equity Financing. Upon the closafgn Equity Financing, the holders of the Noteeagnd acknowledge that the principal
amount of the Notes will automatically be exchanfggdhe securities issued in the Equity Financifige amount of principal of each Note
will constitute the consideration of the securitigsued in the Equity Financing. The purchase pridee mandatory exchange shall be equal
to the weighted average gross offering price ofcibramon stock or common stock equivalents issugkariEquity Financing resulting in
gross proceeds raised of at least $10 million i @nmore series of transactions by the Compangrutsel interest on the Notes will be pair
closing in cash or in shares of Common Stock valtdtie Common Stock equivalent offering pricehaf Equity Financing.

13.2 No further action needed to Cancel Notes. Uperctlosing of the Equity Financing, the holdeil deliver to the Company the Notes
issued upon the closing as set forth in this Agesgni-ailure to deliver the Notes to the Compang trmely manner will authorize the
Company to effect such transfer on its books andrds in lieu of said delivery by the Noteholders.

14. MANDATORY CONVERSION OF NOTES.

14.1. Mandatory Conversion and Conversion Pricearlpaturity, the principal amount of the Note willtomatically convert into Common
Stock and the Company will have the right to paydbcrued interest on the Note through the issuaih€emmon Stock or in cash. The
number of shares of Common Stock which shall bgedsipon conversion of a Note shall be determiryedividing the outstanding principal
amount of, and accrued interest on (if applicaldegh Note by the Conversion Price (as definedimgire effect at the time of conversion.
The "Conversion Price" per share at which sharé&3oofimon Stock shall initially be $3.00; providediaver, that the Conversion Price shall
be subject to adjustment pursuant to Section 14.4.
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Conversion. Conversion shall be deemed to have éféected on the maturity date, and such datefésrerl to herein as the "Conversion
Date." As promptly as practicable on or after tlwmersion Date, the Company shall issue and skhillat at such office or agency a
certificate or certificates for the number of fsilares of Common Stock issuable upon conversigether with payment in lieu of any
fraction of a share, as provided in Section 14.3.

No payment or adjustment shall be made upon anyersion on account of any interest accrued on thkedNsurrendered for conversion a
such surrender or on account of any dividends erCiimmon Stock issued upon conversion.

Notes shall be deemed to have been converted inataeddprior to the close of business on the daguofender of such Notes for convers

in accordance with the foregoing provisions, ansugh time the rights of the holders of such Nateholders shall cease, and the Person or
Persons entitled to receive the shares of Commmek$$suable upon conversion shall be treatedIfguaposes as the record holder or
holders of such shares of Common Stock at such time

14.3. Fractional Shares. No fractional shares oh@on Stock shall be issued upon conversion of Nétetead of any fractional share of
Common Stock that would otherwise be delivered ugmversion of any Note or Notes (or specified iBag thereof), the Company shall |
a cash adjustment in respect of such fraction iaraaunt equal to the same fraction of the MarkiteRyer share of Common Stock (as
deemed by the Board of Directors or in any mannesgibed by the Board of Directors) at the closSeusiness on the day of conversion.

14.4 Adjustment of Conversion Price. (a) The Cosiogr Price shall be subject to adjustment as falow

(i) If the Company, at any time while any Notes awstanding, (a) shall pay a cash dividend ormilse make a distribution or distributions
on shares of its Common Stock payable in shar€afmon Stock, (b) subdivide outstanding sharesoof@on Stock into a larger number
of shares, (¢) combine outstanding shares of Comatock into a smaller number of shares, or (d)adsureclassification of shares of
Common Stock any shares of capital stock of the izom, the Conversion Price shall be multiplied bByaation of which the numerator sh
be the number of shares of Common Stock (excluglaasury shares, if any) outstanding before suelnteand of which the denominator
shall be the number of shares of Common Stockand#tg after such event. Any adjustment made puatdoahis

Section 14.4 shall become effective immediatelgrafie record date for the determination of stotddns entitled to receive such dividend or
distribution and shall become effective immediatgier the effective date in the case of a subiinjscombination or re-classification.

(i) If the Company, at any time while any Notes autstanding, shall distribute to all holders ofif@non Stock evidences of its indebtedness
or assets or rights or warrants to subscribe f@uochase any security (excluding those referrad fection 14.4(a)(i) above), then in each
such case the Conversion Price shall be deternfipenaultiplying the Conversion Price in effect imnmely prior to the record date fixed for
determination of stockholders entitled to receivetsdistribution by a fraction of which the denoatior shall be the Market Price of Comn
Stock determined as of the record date mentionedeatand of which the numerator shall be such MaPkee of the Common Stock on such
record date less the then fair market value at sembrd date of the portion of such assets or eie®f indebtedness so distributed applici
to one outstanding share of Common Stock as deterhy the Company's board of directors in godthfairovided, however, that if the
Noteholder disputes such amount, the Noteholdersebgct a nationally recognized or major regionaéstment banking firm or firm ¢
independent certified public accountants of recogghistanding (an "Appraiser") paid for by the Notder and the Company equally, in
which case the fair market value shall be equithécaverage of the determinations by the Compénogsd of directors and such Appraiser
either case the adjustments shall be describedtatament provided to the Noteholder of the Nofdke portion of assets or evidences of
indebtedness so distributed or such subscriptginsiapplicable to one share of Common Stock. &dgistment shall be made whenever
such distribution is made and shall become effedtivmediately after the record date mentioned above
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(iii) In case the Company (i) consolidates witmogrges into any other entity and is not the comignor surviving entity of such
consolidation or merger, or (ii) permits any otbkatity to consolidate with or merge into the Compand the Company is the continuing or
surviving Company but, in connection with such aditigtion or merger, the Common Stock is changéal an exchanged for common stock
or other securities of any other entity or cashroy other assets, or (iii) transfers all or suliidiip all of its properties and assets to any othe
entity, or (iv) effects a reorganization or reclisation of the equity of the Company in such antiaat holders of Common Stock shall be
entitled to receive stock, securities, cash ortassith respect to or in exchange for Common Sttodn, and in each such case, proper
provision shall be made so that, upon the exeafisiee Notes at any time after the consummatiosuch consolidation, merger, transfer,
reorganization or reclassification, the Notehoklell be entitled to receive (at the Conversioed’im effect for Common Stock issuable u
such conversion of the Notes immediately priordohsconsummation), in lieu of Common Stock issualplen such exercise of the Note p
to such consummation, the stock and other secsiritessh and assets to which the Noteholder wowld haen entitled upon such
consummation if such Holder had so exercised the Momediately prior thereto.

(iv) If and whenever the Company issues or sefs@ommon Stock (or Common Stock Equivalents) foetiactive consideration per
common stock of less than the then Conversion Rrider no consideration (such issuances indiviguahd collectively, a "Dilutive
Issuance"), then, the Conversion Price shall beaed by multiplying the Conversion Price by a fi@tt the numerator of which is the
number of shares of Common Stock issued and odisigimmediately prior to the Dilutive Issuance pthe number of shares of Common
Stock which the offering price for such Dilutivest&ance would purchase at the then Conversion Ruicethe denominator of which shall be
the sum of the number of shares of Common Stocleésand outstanding immediately prior to the Dilatissuance plus the number of sh
of Common Stock so issued or issuable in connegtitimthe Dilutive Issuance. Such adjustment shalmade whenever Common Stock or
Common Stock Equivalents are issued.

(v) Exceptions to Adjustment of Conversion Pricethithstanding the foregoing, no adjustment willhade under this
Section 14.4 in respect of an Exempt Issuance

(b) Notwithstanding the foregoing provisions, nguatinent in the Conversion Price shall be requineléss such adjustment would require an
increase or decrease in such Conversion Price of than $.01; provided, however, that any adjustshich by reason of this paragraph
(b) are not required to be made shall be carrieddod and taken into account in any subsequensadgnt.

(c) All calculations under this Section 14.4 sliedimade to the nearest cent.

(d) Whenever the Conversion Price is adjusted esirherovided, the Company shall determine thestdpiConversion Price in accordance
with this

Section 14.4 and shall prepare an Officers' Cediiéi setting forth such adjusted Conversion Prckshowing in detail the facts upon which
such adjustment is based; such Officers' Certd#ishall forthwith be mailed by or on behalf of thempany to the holders at their last
addresses as they shall on the appropriate Schedule

14.5 Notice of Certain Events. In case at any time:
(a) the Company shall declare a dividend (or ahgmwdistribution) payable to the holders of Comrtock otherwise than in cash; or

(b) there shall occur any reclassification of ComnStock (other than a subdivision or combinatioowftanding shares of Common stock)
or any consolidation or merger to which the Compiargy party and for which approval of any stocklesddof the Company is required, or the
sale or transfer of all or substantially all theets of the Company; or

(c) there shall occur the voluntary or involuntdigsolution, liquidation or winding-up of the Conmya

then the Company shall cause to be filed at theeftir agency maintained for the purpose of excbaridgNotes, and shall cause to be mailed
to the holders of Notes at their last addressdeaat 20 days prior to the record date or othplieable date hereinafter specified, or two days
after such date as it receives actual notice df swent, whichever is later, a notice stating ) date on which a record is to be taken for the
purpose of such dividend, or, if a record is ndvéaaken, the date as of which the holders of Com8tock of record to be entitled to such
dividend, or (y) the date, if known by the Compaoy,which such reclassification, consolidation, gegy sale, transfer, dissolution,
liquidation or winding-up is expected to becomeefiive.
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14.6 Transfer Taxes. The Company will pay any dhdecumentary, stamp, transfer or similar taxes thay be payable in respect of the
transfer and delivery of shares of Common Stockyamt hereto (but not income, capital gains orlaimthxes imposed on Noteholders in
respect of such transactions); provided, howeteat,the Company shall not be required to pay anh sax which may be payable in respect
of any transfer involved in the delivery of shaoé€€ommon Stock in a name other than that in wkiiehNotes converted were registered,

no such transfer or delivery shall be made unlagsuatil the Person requesting such transfer hiastpahe Company the amount of any such
tax, or has established, to the satisfaction ofxbmpany, that such tax has been paid.

15. DEFINITIONS.

"Affiliates" of any Person shall mean any Persaediy or indirectly controlling, controlled by ander direct or indirect common control
with such Person. A Person shall be deemed to@antorporation if such Person possesses, directiydirectly, the power to direct or
cause the direction of the management and polafissch corporation, whether through the ownershiyoting securities, by contract or
otherwise.

"Agreement" shall mean this Note Agreement goveyiiire 15% Exchangeable Convertible Subordinateés\dtie November 30, 2005, as
amended and modified pursuant to Section 16 hereof.

"Applicable Law" shall have the meaning given stam in Section 7.5 hereof.

"Business Day" shall mean any day on which natitaalks located in Texas are open for the condueaoking business.

"Closing" shall have the meaning given such teri8eation 3 hereof.

"Commission” shall mean the Securities and Exch&w@amission, or any other federal agency at the twiministering the Securities Act.
"Common Stock" shall mean the Company's presentlyaized Common Stock.

"Common Stock Equivalents" means any securitigh®fCompany which would entitle the holder theitecdcquire at any time Common
Stock, including without limitation, any debt, peefed stock, rights, options, warrants or othetrimsent that is at any time convertible intc
exchangeable for, or otherwise entitles the haldereof to receive, Common Stock.

"Conversion Price" shall have the meaning giverngeom in Section 14.1 hereof.
"Dilutive Issuance" shall have the meaning givechsierm in Section 14.4 hereof.

"Environmental Law" shall mean all federal, stddeal and foreign laws and regulations relatingadution or protection of human health or
the environment (including, without limitation, aiabt air, surface water, groundwater, land surfacgubsurface strata), including, without
limitation, laws and regulations relating to emiss, discharges, releases or threatened releabést@fials of Environmental Concern, or
otherwise relating to the manufacture, procesdigdtibution, use, treatment, storage, disposahgport or handling to materials of
environmental concern.

"Equity Financing" shall mean the sale in one seres of closings of the Common Stock or CommaiclSequivalent securities of the
Company (either in the form of common or preferseatk) resulting in the raising of gross sales geas by the Company of at least $10
million prior to November 30, 2005. The weightecege of the Common Stock or Common Stock equivaléaring price in the Equity
Financing (giving effect to the gross offering ambresulting in the satisfaction of the $10,000,@@i6imum threshold) will be the purchase
price in the mandatory exchange.

"Event of Default" shall have the meaning giventsterm in Section 11 hereof.
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"Exchange Act" shall mean the Securities ExchangeofA1934, as amended, or any similar federalitgatind the rules and regulations of
Commission thereunder, all as the same shall b&eat at the time.

"Exempt Issuance" shall mean the issuance of @pstof Common Stock or Common Stock Equivalengsriployees, officers, or directors
of the Company pursuant to any existing or futumrpkyment arrangements or compensatory plans egisti duly adopted by a majority of
the members of the board of directors of the Commara majority of the members of a committee oédiors established for such purpose,
(b) Common Stock issued upon conversion or exchahgee Notes and Common Stock issued upon exeo€itee Warrants, (c) securities
underlying Common Stock Equivalents outstandinghendate of this Agreement, provided that suchritgesihave not been amended since
the date of this Agreement to increase the numbguah securities (unless such amendment resolts the application of any anti-dilution
provisions applicable to such securities), (d) séies issued pursuant to acquisitions or stratégiesactions, but shall not include a
transaction in which the Company is issuing sei@srprimarily for the purpose of raising capitatomn entity whose primary business is
investing in securities provided that such arrang@isiare approved by a majority of the memberb@bbard of directors of the Company;
(e) shares of Common Stock issued to persons itiesnwith whom the Company has business relatipssincluding under equipment
leasing arrangements, bank or other institutiooahs$, acquisitions of companies or product lingst ventures, manufacturing, marketing, or
distribution arrangements, technology transferdemelopment arrangements, or other arrangemenmtarsactions wherein the principal
purpose of the issuance of such Common Stock isdofequity financing purposes; (f) shares of Comr8tock issued to Sanders Morris
Harris Inc. or issuable to Sanders Morris Harris bpon exercise of warrants or options issuedatwd8rs Morris Harris Inc. pursuant to the
terms of the Financing & Strategic Advisory Agreernéated June 12, 2004; and (g) shares of Comnumk $tsued pursuant to a public
offering.

"Market Price" shall mean the price of one shar€a@fhmon Stock determined as follows: (i) if the Goom Stock is listed on the New York
Stock Exchange, the American Stock Exchange, oBBY, the closing bid price on such exchange onddwe of valuation; (i) if clause (i)
does not apply and the Common Stock is listed erNtasdaq National Market System, the Nasdaq SnagdlMarket, or the OTC Bulletin
Board, the mean between the last reported bid gneeeof on the date of valuation; (iii) if neithdause (i) nor (ii) apply but the Common
Stock is quoted in the over-the-counter markettlararecognized exchange or on the pink sheetsndan between the last reported "bid"
and "asked" prices thereof on the date of valuatiod (iv) if neither clause (i), (i), or (iii) @lve applies, the fair market value thereof as
determined by the Company's board of directoromdgfaith.

"Material Adverse Change" shall mean any singlewirstance or event (or series of circumstanceseants) having a material adverse effect
on the assets, properties, financial conditionjri®ss operations, or prospects of the Company.

"Materials of Environmental Concern" shall meanmfeals, pollutants, contaminants, wastes, toxistires, hazardous substances,
petroleum, and petroleum products.

"Maximum Rate" shall mean the maximum non-usuri@is of interest which, under all applicable stgutules and regulations, the
Purchasers are permitted to contract for, chaade, reserve, or receive on the Notes. If the t®@atuules, and regulations of the State of
Texas are applicable for purposes of determiniegilaximum rate, then such term means the "weekllipgefrom time to time in effect
under Texas Finance Code ss.303.001 as limitecekgsTFinance Code ss.303.009. The Company agegeSthpter 346 of the Texas
Finance Code, as amended (which regulates cegaaiving credit loan accounts and revolving trifgaccounts), does not apply to the Note
Agreement or Notes.

"Memorandum" shall mean the Private Placement Manmawm dated September 22, 2004, as may be heraafesrded, modified, or
supplemented, relating to the offering and salthefNotes.

"Noteholder" or "Noteholders" shall mean any Pelisowhose name at the time a particular Note dbealegistered on the registry books of
the Company maintained for that purpose in accarelavith the terms of this Agreement.

"Notes" shall have the meaning given such termeictiSn 1 hereof.
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"Officers' Certificate" means a certificate sigrmdthe chairman of the board of directors or thesptent or a vice president, and by the
treasurer, or the secretary of the Company, aridetet to the Agent.

"Permitted Debt" means (a) all indebtedness ofxbmpany for money borrowed from and owed to anykpsaavings, and loan association
other financial institution that makes loans oréstments as a part of its regular business andvegsieextensions, modifications, and
refundings of any such indebtedness, (b) all ineldtess of the Company for money borrowed purswamtiridge financing on terms
substantially similar to the terms of the Notead &) all indebtedness assumed in any Qualifiedgeleor Acquisition.

"Person” shall mean and include an individual, @r@eiship, a corporation, a trust, a joint ventaire unincorporated organization, a
government or any department or agency thereofaagdther entity.

"Qualified Merger or Acquisition" shall mean any mger, acquisition or consolidation transaction uteden between the Company and any
other entity so long as such transaction is a bmteaarms length transaction approved by a disésted board.

"SEC Filings" shall mean the Company's Form 10-Kifie fiscal year ended September 30, 2003; thepaaosgis Form 10-Q SBfor the
quarter ended June 30, 2004; the Company's CuRegmdrt on Form & filed on June 4, 2004; and the Company's inforomestatement file
on June 29, 2004.

"Securities Act" shall mean the Securities Act 883, as amended, or any similar federal statutktlarules and regulations of the
Commission thereunder, all as the same shall b&eat at the time.

"Senior Indebtedness" shall mean all indebtedned®edCompany, whether outstanding at the timexetation of this Agreement or
thereafter created, which is not by its expregmsesubordinated in right of payment to or on pahwhe Notes. Indebtedness means (i) all
indebtedness for money borrowed, which is creassiimed, incurred, or guaranteed in any manndreb@€ompany or for which the
Company is otherwise responsible or liable orl¢igses that are capitalized under generally acdeqmeounting principles.

"Subsidiary" shall mean any Person of which attitne of determination the party in question anafee or more of its subsidiaries owns or
controls directly or indirectly more than 50% oétbhares of voting stock of such Person.

"Warrant" shall have the same meaning as desciib#: Memorandum which shall be issued upon caiweror exchange of the Notes.

16. WAIVERS; MODIFICATIONS OF AGREEMENT. Any provien in this Agreement to the contrary notwithstamgichanges in or
additions to this Agreement may be made, and campd with any covenant or condition herein sehfaray be omitted, if the Company (a)
shall obtain from the holders of record of Notegragating not less than 51% of the aggregate paheimount of the Notes at the time
outstanding their consent thereto in writing andsfiall deliver copies of such consent in writingahy such holders of record who did not
execute the same; provided, however, that withmitbnsent in writing of the holder of each Nofie@gd thereby, no such consent shall be
effective to reduce the principal of or rate okitst payable on, or to postpone any date fixethtopayment of principal of or any
installment of interest on, any Note, to incredsegercentage specified in Section 11 hereof opthmeipal amount of the Notes the holders
of which may, in accordance with the provisionswéh Section 11, accelerate the maturity of theedlapon an Event of Default or to reduce
the percentage of the principal amount of the Ntteonsent of the holders of which shall be negliunder this Section 16.

17. SURVIVAL OF COVENANTS, ETC. All covenants, agraeents, representations, and warranties made radiim the Notes and in any
certificate delivered pursuant hereto shall suramg investigation made by you and the executiahdmtivery to you of the Notes to be
purchased by you and your payment therefor.

18. BROKERS; ISSUANCE TAXES. The Company will hglou free and harmless from any (a) claim, demaadbility for, or expense in
connection with, any broker's or finders' feesanmissions claimed by any Person asserted to begamm behalf of the Company in
connection with this Agreement or the transactioortemplated herein and (b) taxes, if any, payaptm, or on account of, issuance of the
Notes.
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19. GOVERNING LAW; VENUE. THIS AGREEMENT AND THE NTES ARE BEING DELIVERED IN TEXAS AND SHALL BE
GOVERNED BY AND CONSTRUED ACCORDING TO THE LAWS OFHE STATE OF TEXAS WITHOUT CONSIDERATION OF IT
CONFLICT OF LAW PROVISIONS. The Company hereby eqsly and irrevocably agrees and consents thaut)action or proceeding
arising out of or relating to this Agreement, theté, or the transactions contemplated hereineseith may be instituted by any Noteholder
in any State or Federal court sitting in Harris @iyu Texas, United States of America, and, by ttexation and delivery of this Agreement,
the Company expressly waives any objection thagiy have now or hereafter to the laying of the eenuto the jurisdiction of any such suit,
action or proceeding, and irrevocably submits galheand unconditionally to the jurisdiction of asych court in any such suit, action or
proceeding.

20. NOTICES. Any notice, consent, request, or otteenmunication required or permitted hereunderl &teain writing and shall be deemed
given when either (a) personally delivered to titerided recipient or (b) sent, by certified or ségried mail, return-receipt requested,
addressed to the intended recipient as follows:

if to the Company to: 2408 Timberloch Place , Suite B-7
The Woodlands, TX 773 80
Attn: David B. McWill iams, CEO

if to any of you, to the address given for suclyad; if to any other Noteholder to the addressuahsholder given to the Company in
accordance with

Section 8. Any Person (other than the Company) chiaynge the address to which notice is to be sesupnt to the preceding sentence by
giving notice of such new address to the Comparacoordance with this Section 20. The Company rhayge the address to which notic
to be sent hereunder by giving notice of such chamgaccordance with this Section 20, to eachdPeagainst whom such change shall be
effective. Any notice mailed as aforesaid shalless otherwise provided herein, be deemed givehefifth day after deposited in the Uni
States mail in accordance with the first senteri¢his Section 20.

21. PARTIES IN INTEREST. All of the terms and prsiains of this Agreement shall bind and inure tottaeefit of the parties hereto and
their respective successors and assigns.

22. BUSINESS DAYS. Should any installment of thimpipal of or interest on any Note become due amghple upon a day other than a day
on which national banks located in Texas are opethi conduct of banking business, the maturigyebf shall be extended to the next
succeeding day upon which such banks are opehdardnduct of banking business and, in the case aistallment of principal, interest
shall be payable thereon at the rate per annunifigaein such Note during such extension.

23. HEADINGS. The headings of the various sect@ms subsections hereof have been inserted for anee of reference only and shall
not be deemed to in any way modify any of the teomgrovisions hereof.

24. COUNTERPARTS. This Agreement may be signeddnheparty hereto upon a separate copy, in whichteatkof said copies shall
constitute a single counterpart of this Agreeme&hts Agreement may be executed in two or more apatts, each of which shall be dee!
an original, and it shall not be necessary in mgkiroof of this Agreement to produce or accountfimre than one such counterpart.

25. SEVERABILITY. Whenever possible, each provisadrthis Agreement will be interpreted in such anmer as to be effective and valid
under applicable law, but if any provision of thigreement is held to be prohibited by or invalidlenapplicable law, such provision will be
ineffective only to the extent of such prohibitioninvalidity, without invalidating the remaindef this Agreement.

26. FINAL AGREEMENT. This Agreement, together witiose documents expressly referred to herein, itotest the final agreement of the
parties concerning the matters referred to heegid,supersedes all prior agreements and undenstsndi
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27. SAVINGS CLAUSE. Regardless of any provisiontedmed in the Notes or Note Agreement, Purchasat sbver be entitled to receive,
collect or apply as interest (whether the terméerest herein or deemed to be interest by operafitaw or judicial determination) on the
Note any amount in excess of interest calculatedeaMaximum Rate, and, in the event that any Ragehever receives, collects or applie
interest any such excess then the amount whichdameikexcessive interest shall be deemed to betialgaepayment of principal and treated
hereunder as such; and, if the principal amouth@Note is paid in full, then any remaining excslsall forthwith be paid to the Company.
determining whether or not the interest paid orgtée under any specific contingency exceeds intesdsulated at the Maximum Rate, the
Company and Purchasers shall, to the maximum egtgmitted under applicable law: (a) characterizg r@on-principal payment as an
expense, fee or premium rather than as interesexX8ude voluntary principal prepayments and tifieces thereof; and (C) amortize, prorate,
allocate, and spread, in equal parts, the totaluamaf interest throughout the entire contemplaésth of the Note; provided that, if the Note
is paid and performed in full prior to the end loé full contemplated term thereof, and if the iagtreceived for the actual period of existence
thereof exceeds interest calculated at the MaxirRaite, then Purchaser shall refund to the Compamgitiount of such excess or credit the
amount of such excess against the principal amafuthe Note and, in such event, Purchasers shalbésubject to any penalties provided by
any laws for contracting for, charging, taking,a®sng, or receiving interest in excess of intergdtulated at the Maximum Rate.

28. TERMINATION. This Agreement will terminated upthe repayment or conversion of all obligationsstanding under the Notes.
[THE REMAINDER OF THIS PAGE HAS INTENTIONALLY BEEN LEFT BLANK]
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If the foregoing is in accordance with your undansting, please sign the form of confirmation anckeptance on the enclosed counterpart of
this Agreement and return the same to the Compalngreupon this Agreement shall be a binding agreéfmtween you and the Company.

Very truly yours, PharmaFrontiers Corp.

By:
David McWilliams, Chief Executive Officer

Dated as of , 2004

| HEREBY ACCEPT AND AGREE TO THE
TERMS AND CONDITIONS CONTAINED IN
THIS NOTE AGREEMENT:
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EXHIBIT "A"

THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECUREB ACT OF 1933, AS AMENDED, AND IS TRANSFERABLE
ONLY UPON THE CONDITIONS SPECIFIED IN THE NOTE AGEMENT REFERRED TO HEREIN.

15% Exchangeable Convertible Subordinated Note Dudovember 30, 2005

No. $

PHARMAFRONTIERS CORP. a corporation duly organiaed existing under the laws of the State of Tekasen called the "Company")
for value received, hereby promises to pay to or registerednasssite principal sum of

Dollars ($ on November 30, 2005, through the issuance of Cam&tock valued at tt
Conversion Price, and all accrued interest on Ndner80, 2005, at 15% per annum, from the datesofisce of this Note until maturity,
computed on the basis of a 360-day year of twebsd&/ months, and paid as set forth in the NoteeAgrent.

The principal amount of this Note is mandatorilygkchangeable for securities issued by the Comparsuant to the Equity Financing (as
defined in the Note Agreement) provided that Eq#ityancing closes prior to maturity and (ii) cortilde into Common Stock at maturity.

This Note is one of a duly authorized issue of Nattthe Company (which term includes any successqroration under the Note
Agreement hereinafter referred to) designatedsak5% Subordinated Notes due November 30, 2005 tbees"), issued pursuant to a Note
Agreement, dated as of , 2004 (the "Ngteement"), between the Company and the purchadd¢he Notes. The terms of this
Note include those stated in the Note Agreemerfer@ece is hereby made to the Note Agreement drstigplements thereto for a statem
of the respective rights, limitations of rightsties and immunities thereunder of the Company,thadolders of the Notes and of the terms
upon which the Notes are, and are to be, and delive

If an Event of Default shall occur and be contimithe principal of all the Notes may be declarad dnd payable in the manner and with the
effect provided in the Note Agreement.

The indebtedness evidenced by the Notes is, textent provided in the Note Agreement, subordimaie junior in right of payment to the
prior payment in full of all Senior Indebtedness defined in the Note Agreement. Each holder &f Note, by accepting the same, agrees to
and shall be bound by such provisions of the Najee@ment.

No reference herein to the Note Agreement and avigion of this Note or of the Note Agreement shadtiér or impair the obligation of tt
Company, which is absolute and unconditional, tptha principal of and interest on this Note attihges, places, and rate, and in the coin or
currency, herein prescribed.

As provided in the Note Agreement and subject ttage limitations therein set forth, the transféttos Note is registrable in the Note
register, upon surrender of this Note or registrabf transfer at the offices or agencies of thenGany in Houston, Texas duly endorsed by,
or accompanied by a written instrument of trangfesubstantially the form accompanying this Noté/dixecuted by, the holder hereof or his
attorney duly authorized in writing, and thereupoe or more new Notes, of authorized denominaténsfor the same aggregate principal
amount, will be issued to the designated transferémnsferees.

Prior to due presentment of this Note for registradf transfer, the Company, and any agent offbmpany may treat the person in whose
name this Note is registered as the owner heredfpurposes, whether or not this Note be overdod neither the Company nor any such
agent shall be affected by notice to the contrary.
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All terms used in this Note which are defined ia tote Agreement shall have the meanings assignixin in the Note Agreement. The
Company will furnish to any Note holder of recoqgba written request without charge a copy of théeNegreement. Requests may be made
to the Company at 2408 Timberloch Place, Suite BRg Woodlands, TX 77380 (which address shall tgestito the change of address
provisions of the Note Agreement).

IN WITNESS WHEREOF, PharmaFrontiers Corp. has aatisis instrument to be executed in its corporat@e.

Dated: , 2005

PharmaFrontiers Corp.

By:
David B. McWilliams, CEO
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EXHIBIT B
REGISTRATION RIGHTS AGREEMENT

This Registration Rights Agreement (this "Agreemigistby and between PharmaFrontiers Corp. (therigany") and (the
"Holder"), dated as of , 2004.

WITNESSETH:

WHEREAS, the Company offered for sale of 15% Cotiller Subordinated Notes due November 30, 2005 tgBl9;
WHEREAS, the Notes automatically convert into Comnstock upon the maturity of the Notes at Noven@ier2005;

WHEREAS, interest on the Notes is payable on Nowvar36, 2005, at the rate 15% per annum, in caslh thve option of the Company in
shares of Common Stock valued at $3.00 per share;

WHEREAS, in connection with the issuance of ComrBtock upon conversion of the principal and for aedrinterest of the Notes, the
Company has agreed to grant one demand registragiointo the Holder to register the resale of sGammon Stock issued; and

WHEREAS, the parties desire to set forth the Héddeghts and the Company's obligations to causeedbistration of the resale of shares
pursuant to the Securities Act of 1933, as ameifttied'Securities Act").

NOW, THEREFORE, in consideration of the premises thie mutual covenants contained herein, and gib@d and valuable consideratic
the receipt and sufficiency of which is hereby amkledged, the parties hereto agree as follows:

ARTICLE ONE
Registration Rights Agreement

SECTION 1.1 Registration Rights Available. The Camp agrees to provide the Holder with respect ¢ostiares underlying the principal
amount of the Note and issued for accrued inteheston the Note ("Shares") and any other securégesed or issuable at any time or from
time to time in respect of the Shares upon a ssptk stock dividend, recapitalization or othen#ar event involving the Company
(collectively, the "Securities"): one demand se@gffering by means of registration pursuanthi $ecurities Act of 1933, as amended
("Securities Act"), subject to the provisions oftiAgreement (the demand registration right isrrefiéto herein as the "Registration Right").

SECTION 1.2 Demand Registration. With respect t¢dilids right to one demand registration pursuai@dotion 1.1, the parties agree as
follows:

(a) Holder shall provide written notice to the Canp indicating his intention to exercise the demaagistration right on or after November
30, 2005, and on or before December 31, 2005. Tdmpany shall promptly, and in any event within @yslof receiving notice from the
Holders, use its best efforts to file with the S@ms and Exchange Commission (the "Commissiont) eause to become effective, a
registration statement on appropriate form relatnthe offer and sale of the Common Stock by Hol@ilbe Company shall use its best eff
to obtain effectiveness of such registration statenfior the demand secondary offering requesteémgdction 1.1. The Company agrees to
provide Holder with notice of the filing of suchgistration and of the filing of any amendmentsupEements thereto.
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(b) The Company agrees to maintain such registraiatement in effect for the maximum period allbieaunder the regulations promulgated
by the Commission then in effect.

(c) In any offering pursuant to this Section thattmes effective in which the Holder participathe, Company shall use its best efforts to
keep available to the Holder a prospectus meefiagaquirements of Section 10(a)(3) of the Seagifict and shall file all amendments and
supplements under the Securities Act requiredHar purpose. In any offering pursuant to this ®&cthe Company will, as soon as
practicable, use its best efforts to effect sugfisteation and use its best efforts to effect sgalification and compliance as may be so
requested and as would permit or facilitate th&ibistion of such Securities, including, withoutltation, registration under the Securities
Act, appropriate qualifications under applicabledskky or other state securities laws, appropdatepliance with any other governmental
requirements and listing on a national securitiehange on which the Common Stock is then listeidter-dealer quotation system.

SECTION 1.3 Registration Procedure. With respeeach Registration Right, the following provisiaiell apply:

(a) The Holder shall be obligated to furnish to @@mpany and the underwriters (if any) such infdiararegarding the Securities and the
proposed manner of distribution of the Securiteth@ Company and the underwriters (if any) mayestjin writing and as shall be required
in connection with any registration, qualificationcompliance referred to herein and shall otherwizoperate with the Company and the
underwriters (if any) in connection with such reégition, qualification or compliance.

(b) With a view to making available the benefitseftain rules and regulations of the SecuritiabExchange Commission (the
"Commission), which may at any time permit the sdlthe Restricted Securities (used herein as défin Rule 144 under the Securities Act)
to the public without registration, the Companyesy to use its best lawful efforts to:

(i) Make and keep public information available tlagse terms are understood and defined in Rulauhdér the Securities Act, at all times
during which the Company is subject to the repgrtiequirements of the Securities Exchange Act 8419as amended ("Exchange Act"); and

(i) File with the Commission in a timely mannel r@@ports and other documents required of the Camppader the Securities Act and the
Exchange Act (at all times during which the Compangubject to such reporting requirements).

(c) All expenses (except for costs of any interimiarequired by underwriters, any underwriting atling discounts and commissions and
legal fees for Holder's attorneys) of any regigtret permitted pursuant to this Agreement and Iafthker offerings by the Company
(including, but not limited to, the expenses of galifications under the blue-sky or other staeusities laws and compliance with
governmental requirements of preparing and filing post-effective amendments required for the ladfstribution of the Securities to the
public in connection with such registration, of plying prospectuses, offering circulars or othecwtunents) will be paid by the Company.

(d) In connection with the preparation and filifgaaregistration statement under the Securitiespiicsuant to this Agreement, the Company
will give the Holder, its counsel and accountatits,opportunity to participate in the preparatiéisuch registration statement, each
prospectus included therein or filed with the Comssiun, and each amendment thereof or supplemartthand will give each of them such
access to its books and records and such oppaesitot discuss the business of the Company withffisers and the independent public
accountants who have certified its financial staets as shall be necessary to conduct a reasanabitigation within the meaning of the
Securities Act.

ARTICLE TWO
Indemnification

SECTION 2.1 Indemnification by the Company. In évent of any registration of the Securities of @mampany under the Securities Act, the
Company agrees to indemnify and hold harmless Healdd each other person who patrticipates as amwritky in the offering or sale of
such securities against any and all claims, demdosises, costs, expenses, obligations, liabilijest or several, damages, recoveries and
deficiencies, including interest, penalties andrattys' fees (collectively, "Claims"), to which ldel may become subject under the Securities
Act or otherwise, insofar as such Claims (or actionproceedings, whether commenced or threatémeelspect thereof) arise out of or are
based on any untrue statement or alleged untrtenstat of any material fact contained in any regti&in statement under which Holder's
Securities were registered under the Securitiesaut preliminary prospectus, final prospectusumnmary prospectus contained therein, or
any amendment or supplement thereto, or any omigsialleged omission to state therein a mateaiet fequired to be stated therein or
necessary to make the statements therein not mistgaand the Company will reimburse Holder anchesiech underwriter for any legal or
any other expenses reasonably incurred by therarinaction with investigating or defending any s@aim (or action or proceeding in
respect thereof); provided that the Company slalbe liable in any such case to the extent thatsash Claim (or action or proceeding in
respect thereof) or expense arises out of or isthas an untrue statement or alleged untrue statesn@mission or alleged omission mad:
such registration statement, any such preliminapgmectus, final prospectus, summary prospectusndment or supplement in reliance on
and in conformity with written information furnistiéo the Company through an instrument duly exethteHolder specifically stating thai

is for use in the preparation thereof. Such indéyrstiall remain in full force and effect regardlesany investigation made by or on behal
Holder or any such underwriter and shall survivettiansfer of the Securities by Holder.

SECTION 2.2 Indemnification by Holder. The Compangy require, as a condition to including the Sdiggiin any registration statement
filed pursuant to this Agreement, that the Compsimgll have received an undertaking satisfactoiyftom Holder, to indemnify and hold

harmless (in the same manner and to the same exdesat forth in Section 2.1) the Company, eadactir of the Company, each officer of
the Company and each other person, if any, whaaisnthe Company, within the meaning of the Semsrif\ct, with respect to any statem



or alleged statement in or omission or alleged simisfrom such registration statement, any prelanjrprospectus contained therein, or any
amendment or supplement thereto, if such stateoraaiteged statement or omission or alleged omisgias made in reliance on and in
conformity with written information furnished toelCompany through an instrument duly executed bgétspecifically stating that it is for
use in the preparation of such registration staténpeeliminary prospectus, final prospectus, sumynpaospectus, amendment or supplement.
Notwithstanding the foregoing, the maximum lialilitereunder which any holder shall be requiredufes shall be limited to the n

proceeds to such Holder from the Securities soldumh Holder in the offering. Such indemnity shathain in full force and effect, regardl

of any investigation made by or on behalf of thenpany or any such director, officer or controllipgrson and shall survive the transfer of
the Securities by Holder.
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SECTION 2.3 Notices of Claims, etc. Promptly afezeipt by an indemnified party of notice of thentbencement of any action or
proceeding involving a Claim referred to in thigidle Two, such indemnified party will, if a claim respect thereof is to be made against an
indemnifying party, give written notice to the ktbf the commencement of such action, providetittieafailure of any indemnified party to
give notice as provided herein shall not relieweitidemnifying party of its obligations under tAigicle Two, except to the extent that the
indemnifying party is actually prejudiced by sueliidre to give notice. In case any such actiorrégaight against an indemnifying party,
unless in such indemnified party's reasonable jiedgra conflict of interest between such indemnified indemnifying parties may exist in
respect of such Claim, the indemnifying party sballentitled to participate in and to assume ttierde thereof, jointly with any other
indemnifying party similarly notified to the extetfitat it may wish, with counsel reasonably satigfigcto such indemnified party, and after
notice from the indemnifying party to such indenedfparty of its election so to assume the def#mse=of, the indemnifying party shall not
be liable to such indemnified party for any legabther expenses subsequently incurred by the lat@nnection with the defense thereof
other than reasonable costs of investigation. Menmifying party shall, without the consent of théemnified party, consent to entry of any
judgment or enter into any settlement that doesnuiiide as an unconditional term thereof the gj\ily the claimant or plaintiff to suc
indemnified party of a release from all liability iespect of such Claim.

SECTION 2.4 Indemnification Payments. The indeneatfion required by this Article shall be made byigic payments of the amount
thereof during the course of the investigation@iedse, as and when bills are received or exps®e,damage or liability is incurred.

ARTICLE THREE
Miscellaneous

SECTION 3.1 Consent to Amendments. Except as oifker@xpressly provided herein, the provisions f &greement may be amended or
waived only by the written agreement of the Compang the Holder of 51% or more of the shares of @omStock sold pursuant to the
Subscription Agreements and shall be effective tmihe extent specifically set forth in such vnii

SECTION 3.2 Term of the Agreement. This Agreeméialiserminate with respect to Holder on the eatleoccur of (i) the Securities
having been registered as provided in Article OngipNovember 30, 2007.

SECTION 3.3 Successors and Assigns. Except asvadeexpressly provided herein, all covenants ayrdeaments contained in this
Agreement by or on behalf of any of the partieeteeare transferable and will bind and inure toliéeefit of the respective successors and
assigns of the parties hereto, but only if so esgad in writing.

SECTION 3.4 Severability. Whenever possible, eacdhvipion of this Agreement will be interpreted inch a manner as to be effective and
valid under applicable law, but if any provisiontbis Agreement is held to be prohibited by or iidzander applicable law, such provision
will be ineffective only to the extent of such piaition or invalidity, without invalidating the reainder of this Agreement.

SECTION 3.5 Delays or Omissions. No failure to eis@ or delay in the exercise of any right, poweremedy accruing to Holder on any
breach or default of the Company under this Agregrakall impair any such right, power or remedy stuall it be construed to be a waive
any such breach or default.

SECTION 3.6 Remedies Cumulative. All remedies urbisr Agreement, or by law or otherwise afforded@mny party hereto shall be
cumulative and not alterative.

SECTION 3.7 Descriptive Headings. The descriptigadings of this Agreement are inserted for convex@enly and do not constitute a part
of this Agreement. Unless clearly denoted otherywasg reference to Articles or Sections containetim shall be to the Articles or Sections
of this Agreement.
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SECTION 3.8 Notices. Any notices required or petaditto be sent hereunder shall be delivered peltgaramailed, certified malil, return
receipt requested, to the following addresses shatl be deemed to have been received on the dagrsbnal delivery or within three
business days after deposit in the mail, postagpgi:

If to the Company, to:
David B. McWilliams, CEO
PharmaFrontiers Corp.

2408 Timberloch Place, Suite B-7
The Woodlands, TX 77380

If to Holder, to:
the address set forth below.

SECTION 3.9 Governing Law. The validity, meaningl&ifect of this Agreement shall be determineddooadance with the laws of the St
of Texas applicable to contracts made and to bieimeed in that state.

SECTION 3.10 Final Agreement. This Agreement, tbgetvith those documents expressly referred toilecenstitutes the final agreement
of the parties concerning the matters referrecetein, and supersedes all prior agreements andsiaddings.

SECTION 3.11 Execution in Counterparts. This Agreatimay be executed in any number of counterpeaitd) of which when so executed
and delivered shall be deemed an original, and saahterparts together shall constitute one instntm

The parties hereto have executed this Agreemeuitthe date first set forth above.
COMPANY:

PHARMAFRONTIERS CORP.

By:
David B. McWilliams, Chief Executive Officer
HOLDER:
By:
Name
Address:
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EXHIBIT 10.13
WARRANT AGREEMENT

This Warrant and the Shares of common stock issugiidn the exercise hereof have not been register@er either the Securities Act of
1933, as amended ("Act"), or applicable state séesifaws ("State Acts") and shall not be solédgjed, hypothecated, donated, or otherwise
transferred (whether or not for consideration) iy Holder except upon the issuance to the Compiag opinion of counsel or submissior
the Company of such evidence as may be satisfattia@gunsel to the Company, in each such casbeteffect that any such transfer shall

be in violation of the Act and the State Acts.

WARRANT TO PURCHASE SHARES OF COMMONSTOCK

PHARMAFRONTIERS, CORP.
(a Texas corporation)

2408 Timberloch Place, Suite B-7
The Woodlands, TX 77380

Not Transferable or Exercisable Except
upon Conditions Herein Specified

PharmaFrontiers Corp., a Texas corporation ("Coryipahereby certifies that , itggered successors and permitted
assigns registered on the books of the Companytaia@d for such purposes, as the registered hbleleof ("Holder"), for value received, is
entitled to purchase from the Company the numbéulbf paid and non-assessable shares of Commark $tfiche Company, $.05 par value
("Shares" or "Common Stock"), stated above at tirelgse price per Share set forth in Section v (the number of Shares and Exer
Price being subject to adjustment as hereinaf@riged) upon the terms and conditions herein pedid

TERMS

1. Exercise of Warrants.

(a) Subject to subsection (b) of this Section hrupresentation and surrender of this Warrant Ages#, with the attached Purchase Form
duly executed, at the principal office of the Compeor at such other place as the Company may ni@sidy notice to the Holder hereof,
together with a certified or bank cashier's chemyable to the order of the Company in the amouth@Exercise Price times the number of
Shares being purchased (or in the case of exgrais@ant to Section 1(c)(i) or (ii), as set forrsuch sections), the Company shall deliver to
the Holder hereof, as promptly as practicable jfagates representing the Shares being purchaded Warrant may be exercised in whole or
in part; and, in case of exercise hereof in palg,dhe Company, upon surrender hereof, will deliwethe Holder a new Warrant Agreement
or Warrant Agreements of like tenor entitling theldter to purchase the number of Shares as to whistWarrant has not been exercised.
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(b) This Warrant may be exercised at a price of $ _per share (the "Exercise Price"); provided hanghat the Exercise Price shall be
subject to adjustment pursuant to Section 6(b).VWaerant shall expire upon the close of business on

2. Exchange and Transfer of Warrant.

At any time prior to the exercise hereof, upon en¢ation and surrender to the Company, this Waf(egnnay be exchanged, alone or with
other Warrants of like tenor registered in the narihe Holder, for another Warrant or other Watsaof like tenor in the name of such
Holder exercisable for the same aggregate numb8hafes as the Warrant or Warrants surrenderedbpmtay not be sold, transferred,
hypothecated, or assigned, in whole or in partheut the prior written consent of the Company.

3. Rights and Obligations of Warrant Holder.

(a) The Holder of this Warrant Agreement shall hgtyirtue hereof, be entitled to any rights ot@ckholder in the Company, either at law or
in equity; provided, however, that in the event tvay certificate representing the Shares is issoéioe Holder hereof upon exercise of this
Warrant, such Holder shall, for all purposes, bended to have become the holder of record of suahneSton the date on which this Warrant
Agreement, together with a duly executed PurchasmFwas surrendered and payment of the Exercise Ris made, irrespective of the
date of delivery of such Share certificate. Thétsgf the Holder of this Warrant are limited togk expressed herein and the Holder of this
Warrant, by his acceptance hereof, consents tagreks to be bound by and to comply with all tlevigions of this Warrant Agreement,
including, without limitation, all the obligationsiposed upon the Holder hereof by Sections 2 aner&of. In addition, the Holder of this
Warrant Agreement, by accepting the same, agre¢shth Company may deem and treat the person isevhame this Warrant Agreement is
registered on the books of the Company maintaineduch purposes as the absolute, true and lawfioéofor all purposes whatsoever,
notwithstanding any notation of ownership or otiveiting thereon, and the Company shall not be adfg¢by any notice to the contrary.

(b) No Holder of this Warrant Agreement shall bétid to vote or receive dividends or to be deenedholder of Shares for any purpose,
nor shall anything contained in this Warrant Agreetrbe construed to confer upon any Holder of\ftié&srant Agreement any of the rights of
a stockholder of the Company or any right to vgtee or withhold consent to any action by the Comypavhether upon any recapitalization,
issue of stock, reclassification of stock, consligh, merger, conveyance or otherwise, receivie@of meetings or other action affecting
stockholders (except for notices provided for h&xaieceive dividends, subscription rights, or otfise, until this Warrant shall have been
exercised and the Shares purchasable upon thesex#rereof shall have become deliverable as peaviterein; provided, however, that any
such exercise on any date when the stock tranefeesbof the Company shall be closed shall constitue person in whose name the
certificate for those Shares are to be issuedeassttord holder thereof for all purposes at thenoqeof business on the next succeeding day
on which such stock transfer books are open, ami\tarrant surrendered shall not be deemed to heee dxercised, in whole or in part as
the case may be, until the next succeeding dayhichwstock transfer books are open for the purpbstetermining entitlement to dividends
on the Company's common stock.
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4. Shares Underlying Warrant.

The Company covenants and agrees that all Shaliesrdd upon exercise of this Warrant shall, upetivéry and payment therefor, be duly
and validly authorized and issued, fully paid and+assessable, and free from all stamp taxes, dirdxharges with respect to the purchase
thereof.

5. Representations and Warranties of Holder; Disiposof Warrant or Shares.
(a) The Holder acknowledges that it has had adcea material information concerning the Compavtich it has requested. The Holder
also acknowledges that it has had the opportuajtarid has to its satisfaction, questioned theef§i of the Company with respect to this
Warrant. The Holder is purchasing the Warrant and@mmon Stock issued upon exercise thereof f@rstment for its own account only
and not with a view to, or for resale in connectigith, any "distribution” thereof in violation ofi¢ Act or State Acts. The Holder further
represents that it understands that the WarranCamnamon Stock to be issued upon exercise theref hat been registered under the Act or
State Acts by reason of specific exemptions thenefiwhich exemptions depend upon, among other $hithg bona fide nature of the
Holder's investment intent as expressed herein Hidider is an "accredited investor" as defined @g®ation D promulgated under the Act.

(b) The Holder of this Warrant Agreement and aapnsferee hereof or of the Shares issuable upoextireise of the Warrant Agreement, by
their acceptance hereof, hereby understand ane #grethe Warrant, and the Shares issuable ugoex@rcise hereof, have not been
registered under either the Act or State Acts dnadl sot be sold, pledged, hypothecated, or othewriansferred (whether or not for
consideration) except upon the issuance to the @agnpf an opinion of counsel favorable to the Conyper its counsel or submission to the
Company of such evidence as may be satisfactahet@€ompany or its counsel, in each such casbgteftect that any such transfer shall
be in violation of the Act or the State Acts. lafitbe a condition to the transfer of this Warrtatt any transferee of this Warrant deliver to
the Company his written agreement to accept arltbbad by all of the terms and conditions of thisrk&at Agreement. The Holder
acknowledges that the Company has not grantedegistration rights hereunder.

(c) The stock certificates of the Company that esMidence the shares of Common Stock with respashitch this Warrant may be
exercisable will be imprinted with a conspicuougeled in substantially the following form:

"The securities represented by this certificatechant been registered under either the Securitié®1933 ("Act”) or the securities laws of
any state ("State Acts"). Such securities shallbeosold, pledged, hypothecated, or otherwise feearesl (whether or not for consideration) at
any time whatsoever except upon registration onugmivery to the Company of an opinion of its ceelnsatisfactory to the Company or its
counsel that registration is not required for strahsfer or the submission of such other evidesamay be satisfactory to the Company or its
counsel to the effect that any such transfer stwlbe in violation of the Act, State Acts or amjeror regulation promulgated thereunder."

(d) The Company is offering piggy-back registratiayhts to the Holder which rights are attachedetens Exhibit "A."
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6. Adjustments.

The number of Shares purchasable upon the exarfcesgch Warrant is subject to adjustment from timgme upon the occurrence of any of
the events enumerated below:

(a) If at any time after the date of this Warramtl &o long as this Warrant is outstanding, the(g & stock split, stock dividend, subdivision,
or similar distribution with respect to the Comn®iock, (ii) a combination of the Common Stock, idy & sale or issuance of Common
Stock, or exchangeable for its Common Stock, orraghts, options or warrants to subscribe for optiochase of its Common Stock, then, in
such event, the Exercise Price shall be adjustedéordance with (b) below.

(b) Immediately upon the effective date of any evenquiring adjustment pursuant to (a), the Compsirgll adjust the Exercise Price then in
effect (to the nearest whole cent) as follows:

(i) If the Company (A) shall pay a stock dividendotherwise make a distribution or distributionsstrares of its Common Stock payable in
shares of Common Stock, (B) subdivide outstandivegess of Common Stock into a larger number of shd€® combine outstanding shares
of Common Stock into a smaller number of sharegDpissue by reclassification of shares of ComrBtock any shares of capital stock of
the Company, the Exercise Price shall be multighiga fraction of which the numerator shall be nhenber of shares of Common Stock
(excluding treasury shares, if any) outstandingkeefuch event and of which the denominator steathb number of shares of Common
Stock outstanding after such event. Any adjustm@ade pursuant to this subparagraph (i) shall beaffeetive immediately after the record
date for the determination of stockholders entitedeceive such dividend or distribution and shaltome effective immediately after the
effective date in the case of a subdivision, coratim or re-classification.

(i) If the Company shall distribute to all holde@sCommon Stock evidences of its indebtednessseta or rights or warrants to subscribe

or purchase any security (excluding those refeimed subparagraph (i) above), then in each sush tee Exercise Price shall be determined
by multiplying the Exercise Price in effect immeeig prior to the record date fixed for determioatiof stockholders entitled to receive such
distribution by a fraction of which the denominastiall be the market price of Common Stock deteeohims of the record date mentioned
above, and of which the numerator shall be sucltketarice of the Common Stock on such record dege the then fair market value at such
record date of the portion of such assets or ecel®fiindebtedness so distributed applicable tocatgtanding share of Common Stock as
determined by the Company's board of directoroiwddgfaith; provided, however, that if the Holdesmlites such amount, the Holder may
select a nationally recognized or major regionakgiment banking firm or firm of independent cégtif public accountants of recognized
standing (an "Appraiser") paid for by the Holdeddahe Company equally, in which case the fair mavidue shall be equal to the average of
the determinations by the Company's board of direand such Appraiser. In either case the adjugsrhall be described in a statement
provided to the Holder of the portion of assetewidences of indebtedness so distributed or sugscsiption rights applicable to one share of
Common Stock. Such adjustment shall be made whema@yesuch distribution is made and shall becorfecgfe immediately after the
record date mentioned above.
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(iii) In case the Company (A) consolidates withmmgrges into any other entity and is not the comtimor surviving entity of such
consolidation or merger, or (B) permits any othaitg to consolidate with or merge into the Compamg the Company is the continuing or
surviving Company but, in connection with such aditigtion or merger, the Common Stock is changéal an exchanged for common stock
or other securities of any other entity or cashroy other assets, or (C) transfers all or substintill of its properties and assets to any other
entity, or (D) effects a reorganization or reclfisation of the equity of the Company in such a wlagt holders of Common Stock shall be
entitled to receive stock, securities, cash ortassith respect to or in exchange for Common Sttwodn, and in each such case, proper
provision shall be made so that, upon the exedfisiee Warrant at any time after the consummatiosuch consolidation, merger, transfer,
reorganization or reclassification, the Holder Ehalentitled to receive (at the Exercise Priceffect for Common Stock issuable upon such
exercise of the Warrant immediately prior to suchsummation), in lieu of Common Stock issuable upach exercise of the Warrant prior
to such consummation, the stock and other secsiritesh and assets to which the Holder would haga bntitled upon such consummatic
such Holder had so exercised the Warrant immegliatédr thereto.

(c) Upon each adjustment of the Exercise Priceyauntsto (b) above, the Warrant outstanding prisuch adjustment in the Exercise Price
shall thereafter evidence the right to purchastheatidjusted Exercise Price, that number of shEfr€®mmon Stock (calculated to the nea
hundredth) obtained by (i) multiplying the numbésbares of Common Stock issuable upon exercifigeo?arrant prior to adjustment of t
number of shares of Common Stock by the Exercigee Bt effect prior to adjustment of the Exercise®and (ii) dividing the product so
obtained by the Exercise Price in effect after sadjustment of the exercise price.

(d) In case the Company (i) consolidates with orges into any other entity and is not the contiguwn surviving entity of such consolidati
or merger, or (ii) permits any other entity to coligate with or merge into the Company and the Camyds the continuing or surviving
Company but, in connection with such consolidabomerger, the Common Stock is changed into or &xgld for common stock or other
securities of any other entity or cash or any o#tssets, or (iii) transfers all or substantiallyadlits properties and assets to any other erti
(iv) effects a reorganization or reclassificatidritee equity of the Company in such a way that addf Common Stock shall be entitled to
receive stock, securities, cash or assets witlreotdp or in exchange for Common Stock, then, arehich such case, proper provision sha
made so that, upon the exercise of this Warraahpatime after the consummation of such consolbdatnerger, transfer, reorganization or
reclassification, the Holder shall be entitledeoeive (at the aggregate Exercise Price in eftedCbmmon Stock issuable upon such exercise
of this Warrant immediately prior to such consumiomgt in lieu of Common Stock issuable upon sucéreise of this Warrant prior to such
consummation, the stock and other securities, andhassets to which such Holder would have beéteginipon such consummation if such
Holder had so exercised this Warrant immediatelyrhereto.

7. Loss or Destruction.

Upon receipt of evidence satisfactory to the Comgpafrthe loss, theft, destruction or mutilationtleis Warrant Agreement and, in the case of
any such loss, theft or destruction, upon deliargn indemnity agreement or bond satisfactoryormf, substance and amount to the
Company or, in the case of any such mutilationuparrender and cancellation of this Warrant Agresimthe Company will execute and
deliver, in lieu thereof, a new Warrant Agreemefitke tenor.
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8. Survival.

The various representations, warranties, rightsadufigations of the Holder hereof as set forth lresball survive the exercise of the Warre
represented hereby and the surrender of this Watigneement.

9. Notices.

Whenever any notice, payment of any purchase poicether communication is required to be gived@ivered under the terms of this
Warrant, it shall be in writing and delivered byndadelivery or United States registered or cedifigail, return receipt requested, postage
prepaid (or similar delivery if outside of the Usiit States), and will be deemed to have been givderlivered on the date such notice,
purchase price or other communication is so dedider posted, as the case may be; and, if to thep@oy, it will be addressed to the address
specified on the cover page hereof, and if to tbklét, it will be addressed to the registered Holtats, his or his address as it appears o
books of the Company.
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SIGNATURE PAGE
WARRANT AGREEMENT

If the foregoing is in accordance with your undansting, please sign the form of confirmation anceatance on the enclosed counterpart of
this Agreement and return the same to the Compalingreupon this Agreement shall be a binding agreéfmtween you and the Company.

Very truly yours,
PharmaFrontiers Corp.
By:
David B. McWilliams Chief Executive Officer

| HEREBY ACCEPT AND AGREE TO THE TERMS AND CONDITIO NS CONTAINED IN THIS WARRANT AGREEMENT:

g

Name:
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Exhibit 10.14

BAYLOR COLLEGE OF MEDICINE
OPEXA PHARMACEUTICALS, INC.

LICENSE AGREEMENT

This License Agreement (this "Agreement") is maaé antered into on this 5th day of September, Z0641"Agreement Date"), by and
between Baylor College of Medicine (hereinaftetath'BAYLOR"), a Texas non-profit corporation hagiits principal place of business at
One Baylor Plaza, Houston, Texas 77030, and Opkaenfaceuticals, a corporation organized underaWws bf Delaware and having a
principal place of business at 1709 Dryden RoaieR01, Houston, Texas 77030 and its Affiliatesréinafter, collectively referred to as
"OPEXA").

WITNESSETH :

WHEREAS, BAYLOR, by virtue of its relationship wifts faculty, staff and students, and conveyandéstive individuals listed on
Schedule 1, and under and pursuant to the termprandsions of its Policy on Inventions and Patdlttie "Baylor Patent Policy"), a copy of
which has been delivered to OPEXA, is the owneagesfain right, title and interest in and to the Aalogy (as defined below); and

WHEREAS, BAYLOR desires to grant to OPEXA and OPEd@sires to obtain a worldwide license to emplay/Technology and to make,
use, sell, have made and otherwise market and corratiee Licensed Patent Pending Products and siegfPatented Products; and

WHEREAS, BAYLOR is willing to negotiate a licenserfthe rights to market and commercialize the Tetdgy to OPEXA in exchange for
the receipt of equity and other consideration asidleed herein;

NOW, THEREFORE, in consideration of the mutual pises and obligations hereinafter set forth andfber good and valuab
consideration, the receipt and sufficiency of which hereby acknowledged, the Parties hereto atgahd agree as follows:

ARTICLE 1
DEFINITIONS

1.1 "Affiliate" shall mean any corporation, partsieip, joint venture or other entity of which thenamon stock or other equity ownership
thereof is fifty percent (50%) or more owned by O®Eor BAYLOR.

1.2 "Baylor Patent Policy" is as defined in thetfiwhereas clause.
1.3 "Common Stock" is as defined in Paragraph 3.4.

1.4 "Confidential Information" shall mean any priepary and secret ideas, proprietary technicalrmédion, know-how and proprietary
commercial information or other similar proprietamjormation, which is reduced to writing and matkONFIDENTIAL in writing on the
document or, if orally disclosed, summarized intwwg and delivered to the receiving party withiirth (30) days of disclosure, marked as
CONFIDENTIAL. Neither Party shall have an obligatiof confidentiality with respect to Confidentiafbrmation that:

1



(i) at the time of its disclosure or thereaftedisclosed in a publicly available document throaghfault of the receiving Party;
(i) at the time of its disclosure is, or thereatbecomes without fault of the receiving Party tmdithe public domain;

(iii) was in the possession of the receiving Parigr to disclosure by the disclosing Party heresrrahd was not acquired directly or indire
from any third party under obligation of confideglitly to the disclosing Party;

(iv) subsequent to its disclosure, is obtained feothird party not subject to a contractual or €idwy obligation for confidentiality to the
disclosing Party;

(v) is required by court or governmental order, mwegulation to be disclosed; or

(vi) is disclosed pursuant to any research grdating to the Technology from a non-commercial gramentity, such as grants from the
United States Department of Health and Human Sesvand other governmental and private non-proéhaigs; provided, however, that
OPEXA be notified of the terms of such researcimgapplications.

1.5 "Developers" shall mean those individuals tiste Schedule 1.

1.6 "Developer's Agreement” shall mean agreemedisuted by BAYLOR, the Developers and OPEXA whigdtdsses distribution policies
of OPEXA stock and other aspects of such distridmytcopies of which have been delivered to OPEXA.

1.7 "First Commercial Sale" shall mean the datevbith OPEXA first transfers title to a Licensed &dtPending Product or Licensed
Patented Product to an independent third partynfometary consideration.

1.8 "Funded Technology" is as defined in Paragiaph

1.9 "Gross Sales" shall mean the gross amount afee@r cash equivalent or other consideration wisgaid by unrelated third parties to
OPEXA or sublicensees for the Licensed Patentedueis or Licensed Patent Pending Products by stlieation or other mode of transfer.
The term "Gross Sales" in the case of non-casls,ssthall mean the fair market value of all equintilir other consideration received by
OPEXA for the Licensed Patent Pending Productsiegrised Patented Products

1.10 "Improvements” shall mean any modificatiorejations and improvements to the following aspetthie Technology;
(i) Materials and procedures for Autologous T-emltcination for Multiple Sclerosis and other autoiome disorders;

(i) T-cell receptor sequences and therapeuticsiiatic products derived from them that direct T-aatigen recognition specificity in
Multiple Sclerosis and other autoimmune disorders;



(iii) Combinations of pregnancy-related hormonest uppress autoreactive T-cell migration, pradifeem or activity against autoantigens in
Multiple Sclerosis or other autoimmune disorders] a

(iv) Materials and procedures for development vhecine against human herpesvirus-6;

whether patentable or not, that during the two yéatween the Agreement Date and the second asaiyasf the Agreement Date, are (i)
conceived or reduced to practice, (ii) are owne@®BYLOR or become property of BAYLOR and
(iii) arise out of work performed in laboratoryB&YLOR that is under the direct supervision of tbevelopers.

1.11 "Indemnified Parties" is as defined in Parpbra.4.

1.12 "Legal Costs" shall mean all legal fees arkages, filing or maintenance fees, assessmentllasttier reasonable costs and expenses
related to prosecuting, obtaining and maintainiatept protection on the Patent Rights in the Un8&ates and foreign countries, including
costs reasonably incurred in filing continuatiot@ntinuations-in-part, divisionals or related apgtions and any re-examination or reissue
proceedings.

1.13 "Licensed Patented Product" shall mean angymto process, or service using all or any pathefTechnology that is made, used,
marketed or sold in a country where the Technolegyvered by a Valid Claim (as defined below).

1.14 "Licensed Patent Pending Product" shall megrpeoduct, process, or service using all or any gigthe Technology that is made, used,
marketed or sold in a country where the Technolegpvered by a Patent Pending Claim (as definéahe

1.15 "Licensed Patented Product Net Sales" shadhniieat portion of Net Sales related to Licensadrirad Products.
1.16 "Licensed Patent Pending Product Net Saled!' stean that portion of Net Sales related to LsmshPatent Pending Products.

1.17 "Net Sales" shall mean Gross Sales for therised Patent Pending Products or Licensed Patendeldcts by sale, license or other m
of transfer, less all trade, quantity and cashaliats actually allowed, credits, and allowancesalit granted on account of rejections, ret
or billing errors, separately billed duties, traogption and insurance, taxes and other governremdages actually paid.

1.18 "Patent Pending Claim" shall mean a claimesfding patent application included in the Pateghki.

1.19 "Patent Rights" shall mean all patents tailed felating to the Technology and all pending &sdied United States patents and
corresponding foreign patent applications or pemseof listed in Schedule 2 and any and all divisj reissues, re-examinations, renewals,
continuations, continuations-in-part, and extensitrereof, and all other counterpart applicationalii other countries and patents, inventor's
certificates, utility models and the like issuitgtefrom, which list shall be amended and updatad time to time.

1.20 "Party" shall mean either OPEXA or BAYLOR, ahd "Parties" shall mean OPEXAand BAYLOR.

1.21 "Sublicensing Revenue" shall mean all (i) ¢éishsublicensing fees, including maintenancesfaad milestones not listed in Article 3
and

(iii) all other payments and the cash equivaleatebf, which are paid to OPEXA by the sublicens#éts rights hereunder in consideration
thereof, other than research and development mpaieyto OPEXA to conduct research at fair markéteand consideration paid to OPE
for shares of capital stock in OPEXA at the fairrked value for said shares.

3



1.22 "Technology" shall mean and include the PaRégiits and non-patented technologies listed ire8ale 3, together with all know-how,
information, processes, formulas, patterns, cortipila, programs, devices, methods, techniques upteddata, preparations and usage
information or materials and sources thereof, wietin not patentable, in each case that are refatent pertain to, the Patent Rights and non-
patented technologies listed on Schedule 3 and atisof work performed in a laboratory at BAYLORt is under the direct supervision of
the Developers as of the Agreement Date. Technabgl also include the Improvements (as definaxal but shall not include (i) know-
how, discoveries and inventions developed at BAYL@Rany individual(s) other than the Developers @ndnow-how, discoveries and
inventions developed at OPEXA solely by OPEXA empkes.

1.23 "Term" is as defined in Paragraph 10.1.

1.24 "Valid Claim" shall mean a claim of an issuedexpired patent included within the Patent Rigiagming an invention, which has not

been revoked or held unenforceable or invalid bigeision of a court or other governmental agenayoafipetent jurisdiction, unappealable

unappealed within the time allowed for appeal, @hith has not been disclaimed, denied or admitidzktinvalid or unenforceable through
reissue, disclaimer or otherwise.

ARTICLE 2
GRANT OF EXCLUSIVE LICENSE

2.1 License Grant. Subject to the reservationsgbts set forth in Paragraph 2.2 and the termsagddtaph 11.4, effective as of the Agreer
Date, BAYLOR hereby grants to OPEXA an exclusiverhdwide right and license with rights to subliceriee Technology with rights to u

develop, make, have made, market, sell, offer icase otherwise commercially exploit the Technglpbicensed Patent Pending Products
and Licensed Patented Products. OPEXA shall haeight to sublicense any of the rights grantedenniis Paragraph 2.1, provided that

such sublicense shall be subject to and subordindtes terms and conditions of this Agreement.

2.2 Restrictions on License. The grants in Pardggap shall be further subject to, restricted bgt aan-exclusive with respect to:

(i) the use of the Technology by BAYLOR for non-amercial research, patient care solely as it rel@miessearch and teaching purposes (so
long as BAYLOR is in compliance with all laws arefjulations regarding such use and with the consadtand approval of OPEXA), and
other educationally related purposes;

(i) the use of the Technology by the Developersien-commercial research purposes at academésearch institutions;

(iii) any non-exclusive license of the TechnolobgattBAYLOR grants to other academic or researctitin®ns strictly for non-commercial
research purposes (said non-exclusive researdicaase shall expressly prohibit the use of thehfietogy in human subjects); and

(iv) any non exclusive license of the TechnologgttBAYLOR is required by law or regulation to graatthe United States of America or t
foreign state pursuant to an existing or futuratyrevith the United States of America.
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3.1 Royalties and Milestones. (a) In consideratibthe grant of the exclusive licenses specifieBanagraph 2.1, OPEXA agrees to pay
BAYLOR the following applicable royalties and miteees in accordance with the provisions set farthiable 3.1 below and Paragraph 3.1

(b);

Table 3.1

Financing Event/Value to BAYLOR

Scenario 1: OPEXA closes on a financing event with
capital raised from outside sources (other than
BAYLOR) that generates $ or more in
equity value to BAYLOR within eighteen (18)
months of the Agreement Date.

For example: OPEXA closes on a financing round of
$ for a 40% ownership stake in the company.
The value of the company would then be (5
million/0.4) = $ . The value to BAYLOR
would then be value of the company multiplied by
the percentage ownership retained by BAYLOR. In
this case the value to BAYLOR would be
(0.8)(0.6)(_)=% .

- where (0.8 or 80%) reflects the initial BAYLOR
ownership percentage of outstanding capital stock

in OPEXA.

Because the value to BAYLOR exceeds $ in
this example, the consideration terms of Scenario

1 would apply.

Scenario 2: OPEXA closes on a financing event with
capital raised from outside sources (other than
BAYLOR) that generates greater than $ ,
but less than $ in equity value to BAYLOR
within eighteen (18) months of the Agreement Date.

For example: OPEXA closes on a financing round of

$ million for a 40% ownership stake in the
company. The value of the company would then be
$ /04) =% . The value to BAYLOR would
then be: (0.8)(0.6)( )=% .

Because the value to BAYLOR is between $ and
$ in this example, the consideration terms

of Scenario 2 would apply.

ARTICLE 3
CONSIDERATION

Consideration

OPEXA Royalty and Payment Obligations to BAYLOR

o] __ % royalty on Net Sales of Licensed P
where annual Gross Sales of said Li
Product is less than or equal to
dollars. This royalty rate applies
OPEXA, including Affiliates. This ro
not apply to Net Sales of OPEXA s
stated below, OPEXA sublicensees sh
royalty, regardless of product sales le

o] __ % royalty on Net Sales of Lic
Product(s) where annual Gross Sales o
Patented Product exceed $__
This royalty rate applies to Net S
including Affiliates.

o] 1% royalty on Net Sales of Licensed
Product(s). This royalty rate applies
OPEXA, including Affiliates.

o] __ % royalty on Net Sales of Licensed P
or Licensed Patent Pending Products
sublicensees.

o] __ % royalty on Net Sales of Licensed P
where annual Gross Sales of said Li
Product is less than or equal
% ) dollars. This royalty
Net Sales of OPEXA, its Affiliates, and

o] _ 1% royalty on Net Sales of Lic
Products where annual Gross Sales o
Patented Product exceed
dollars. This royalty rate applies
OPEXA, its Affiliates and sublicensees.

o] % royalty on Net Sales of Licensed
Products. This royalty rate applies
OPEXA, its Affiliates and sublicensees.

o] One time milestone payment of
dollars upon the first FDA-approved s
Affiliate or sublicensee of a Lic
Product or Licensed Patent Pending
therapeutic field.

atented Products
censed Patented
N I |
to Net Sales of
yalty rate shall
ublicensees. As
all pay a _ %
vel.

ensed Patented
f said Licensed
) dollars.
ales of OPEXA,

Patent Pending
to Net Sales of

atented Products
sold by OPEXA

atented Products
censed Patented
to

rate applies to
sublicensees.
ensed Patented
f said Licensed
_ &

to Net Sales of

Patent Pending
to Net Sales of

)
ale by OPEXA, an
ensed Patented
Product in the



Scenario 3: OPEXA closes on a financing event with
capital raised from outside sources (other than
BAYLOR) that generates $3 million or less in

__ % royalty on Net Sales of Licensed P
by OPEXA, its Affiliates or sublicensee
__% royalty on Net Sales of Licensed

atented Products
S.
Patent Pending

equity value to BAYLOR within one year of the Products by OPEXA, its Affiliates or su blicensees.
Agreement Date. o] Milestone payments of $ ) dollars
upon the first FDA-approved sale of a Licensed Patent
For example: OPEXA closes on a financing round of Pending Product or Licensed Patented P roduct by OPEXA,
$ for a 50% ownership stake in the company. an Affiliate, or sublicensee in each of the following
The value of the company is then ($ /0.5) = classes:
$ . The value to BAYLOR would then be: (i) Autologous T-cell vaccine for M ultiple Sclerosis
0.8)(0.5)(_)=% . (ii) Peptide-based vaccine for Multi ple Sclerosis
Therefore, the value to BAYLOR is under (iii) Steroid hormone therapeutic pro duct for Multiple

$ and the consideration terms of Sclerosis

Scenario 3 would apply. (iv) Vaccine or other prophylactic/t herapeutic
product based on human herpesvi rus-6 (HHV-6)
technology.

o] OPEXA shall pay all unreimbursed Lega | Costs incurred
by BAYLOR prior to the Agreement Date up to a maximum
of § .

(b) Notwithstanding anything in Paragraph 3.1 ¢ethie contrary, in the event that OPEXA completéiaancing covered by Scenario 3 in
Paragraph 3.1

(a) within the time parameters set out therein, thedeafter completes an additional financing wiitthie time parameters identified in Scen

1 or 2 of Paragraph 3.1 (a), which additional ficiag, together with the initial financing covereyg 8cenario 3, meets the required financing
level specified in either Scenario 1 or 2, thesuch instance, the royalty payments and milestepesified in Scenario 1 or 2 , as applicable,
shall apply to all Net Sales of Licensed Patentedifcts and Licensed Patent Pending Products deguafter the date of such additional
financing.

3.2 Common Stock. Since, but for the equity reativereunder, BAYLOR would have insisted upon armeireed a greater royalty and, in
consideration and in exchange for (i) property tituttng good and valuable consideration, includibgt not limited to, the Technology, and
(i) the reduced royalty consideration provided'able 3.1, the receipt and sufficiency of which laeeeby acknowledged by OPEXA,
OPEXA shall issue to BAYLOR one million, seven heedithousand (1,700,000) shares of its common s&xR01 par value (the "Comm
Stock™).

3.3 Issuance of Common Stock. The Common Stock bealivided and issued as described in Schedule 4.

3.4 Income Tax. Notwithstanding anything hereithte contrary, OPEXA shall not be responsible for meome tax payments required to be
paid by BAYLOR on funds received from OPEXA undeistAgreement.
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ARTICLE 4
ACCOUNTING AND RECORDS

4.1 Payment and Reports. At the close of each guaftOPEXA's fiscal year, the Net Sales for saidrtgr shall be computed, and the
royalties earned thereon shall be paid to BAYLOI#imi sixty (60) days after the close of said quaN¢ith each payment, OPEXA shall
furnish to BAYLOR a written accounting report reldtto said quarter stating the Net Sales and @sorefor said payment, consideration due
and consideration paid. Such report will includéeve applicable, the OTA reference number(s) fraime8ule 3 to which such payment shall
be attributed and the percent attributed to eadhii@ogy if more than one (1) Technology is comriadized.

4.2 Interest Payments. In the event that any paydnhereunder is not made when due, the payrhalitaecrue interest beginning on the
tenth day following the due date thereof, calculaethe annual rate of the sum of (i) per¢ent %) plus (ii) the prime interest rate
guoted by The Wall Street Journal on the date gayjenent is due, the interest being compounded ®fast day of each calendar quarter,
provided, however, that in no event shall said ahinierest rate exceed the maximum legal intesstfor corporations. Each such payment
when made shall be accompanied by all interestsmad. Said interest and the payment and accepthaceof shall not negate or waive the
right of BAYLOR to seek any other remedy, legakquitable, to which it may be entitled becauséiefdelinquency of any payment.

4.3 Currency Requirements. All payments due hereuark expressed in and shall be paid in UnitettStaf America currency, without
deduction of exchange, collection or other chargeBAYLOR by check, or to the account of BAYLORstch bank as BAYLOR may from
time to time designate by notice to OPEXA. OPEXAlkhse foreign currency exchange rates publishéithe Wall Street Journal on the last
day of the calendar quarter that said paymentés du

4.4 Record and Audits. OPEXA agrees to maintaititenirecords with respect to its operations pursteathis Agreement in sufficient detail
to enable BAYLOR or its designated accountantotopute the amount of consideration payable to BARLOuring the Term and for a
period of two (2) years thereafter, OPEXA agregseionit an accountant selected and paid by BAYL@®& r@asonably acceptable to
OPEXA to have access during ordinary business howach records as are maintained by OPEXA ashmayecessary, in the opinion of
such accountant, to determine the correctnessyofegort and/or payment made under this Agreenpeatjided, however, that such
examination shall not take place more than onceg/gar. In the event that the audit reveals an pajenent of royalty by more than five
percent (5%), the cost of the audit shall be pgi@BPEXA. If the underpayment is less than five patd5%) but more than two percent (2
OPEXA and BAYLOR shall each pay fifty percent (50&6the cost of the independent audit. Such acemrghall maintain in confidence,
and shall not disclose to BAYLOR, any informatiancerning OPEXA or its operations or propertiesothan information directly relating
to the correctness of such reports and payments.

4.5 Annual Report. On or about the anniversanhefAgreement Date and thereafter throughout thenTer at such time as an annual report
to shareholders is delivered, OPEXA shall delieeBAYLOR a written annual report as to: (i) theaefs and accomplishments of OPEXA
and each of its sublicensees during the precediagin developing and commercializing Licensed fa@ending Products and/or Licensed
Patented Products in every country in which itteisublicensees shall have developed and/or soihked Patent Pending Products and/or
Licensed Patented Products; (ii) the status ohsifie and/or clinical trials, if any, on Licensé&htent Pending Products and/or Licensed
Patented Products; (iii) the activities of OPEXPanmy, with respect to the filing, prosecution, ahbtng, and maintenance of patents in the
United States and any foreign countries in whiathsarotection has been sought on the Patent Rightsrovided in Article 6; and (iv) the
obtaining of regulatory approvals in the Unitedt&seand foreign countries for the advertising, arse sale of Licensed Patent Pending
Products and/or Licensed Products.



4.6 Payment Address. All payments and reports $lgadlent to the address listed in Paragraph 15.1.

ARTICLE 5
WARRANTIES, REPRESENTATIONS, INDEMNITY AND INSURANC E

5.1 BAYLOR Warranties. (a) BAYLOR hereby represeams! warrants that:

(i) to the best of its knowledge, other than thengs set forth herein, including, without limitatidor or to the United States of America, or
or to a foreign state, it has not encumbered,icéstt, transferred or otherwise burdened the Teogyo

(i) the execution, delivery and performance o§tAgreement by BAYLOR and the consideration proditta herein has been duly
authorized by all necessary BAYLOR actions andciHfs;

(iii) it has the full power and authority to eniato and carry out the obligations of this Agreetmen

(B) WITH THE EXCEPTION OF PARAGRAPH 5.1(a), BAYLORIAKES NO WARRANTIES OR REPRESENTATIONS, EXPRESS OR
IMPLIED, INCLUDING, BUT NOT LIMITED TO, WARRANTIESOF FITNESS OR MERCHANTABILITY, REGARDING OR WITH
RESPECT TO THE TECHNOLOGY, LICENSED PATENT PENDINTRODUCTS OR LICENSED PATENTED PRODUCTS AND
BAYLOR MAKES NO WARRANTIES OR REPRESENTATIONS, EXHSS OR IMPLIED, OF THE PATENTABILITY, USE OR
OTHER APPLICATION OF THE TECHNOLOGY, LICENSED PATENPENDING PRODUCTS OR LICENSED PATENTED
PRODUCTS OR OF THE ENFORCEABILITY OF ANY PATENTS38ING THEREUPON, IF ANY, OR THAT THE TECHNOLOGY,
LICENSED PATENT PENDING PRODUCTS OR LICENSED PATEND PRODUCTS ARE OR SHALL BE FREE FROM
INFRINGEMENT OF ANY PATENT OR OTHER RIGHTS OF THIRBARTIES AND BAYLOR MAKES NO WARRANTIES OR
REPRESENTATIONS, EXPRESS OR IMPLIED, AS TO THE LIKIEHOOD OF THE SUCCESS OF ANY RESEARCH,
DEVELOPMENT, TESTING, MARKETING OR OTHER UTILIZATI® OF THE TECHNOLOGY.

(C) NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY (A) IN NO EVENT SHALL ANY PARTY'S LIABILITY OF
ANY KIND INCLUDE ANY SPECIAL, INDIRECT, INCIDENTAL OR CONSEQUENTIAL LOSSES OR DAMAGES, EVEN IF SUCH
PARTY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCHAMAGES; (B) IN NO CASE SHALL BAYLOR'S LIABILITY FOR
DAMAGES OF ANY TYPE EXCEED THE TOTAL ROYALTIES WHIE HAVE ACTUALLY BEEN PAID TO BAYLOR BY OPEXA
AS OF THE DATE OF THE FILING OF THE ACTION AGAINSBAYLOR WHICH RESULTS IN THE SETTLEMENT OR AWARD O
DAMAGES.

5.2 OPEXA Warranties. OPEXA hereby represents amdants that:
(a) itis a corporation duly organized and in gstaghding under the laws of the State of Delaware;

8



(b) it is qualified to do business and in good dtag in the State of Texas and elsewhere as theeaf its business and properties so require;

(c) the execution, delivery and performance of tkgseement by OPEXA and the consideration providedherein has been duly authorized
by all necessary corporate action;

(d) it has the full power and authority to entéoiand carry out its obligations under this Agreetnand

(e) the Common Stock to be issued pursuant toAtpisement has been duly authorized and upon issyancsuant to the terms hereof and
for the consideration herein set forth, will beigl issued, fully paid and non-assessable.

5.3 Indemnification for Breach of Warranty. OPEXgrees to indemnify and hold BAYLOR and its officarsistees, faculty, employees,
agents and representatives (the "Indemnified Rdytiarmless from any liabilities, costs and exgsr@ncluding attorneys' fees and
expenses), obligations or causes of action arisingf or related to any breach of the represestatand warranties made by OPEXA herein.

5.4 Indemnification of BAYLOR re: Technology. OPEXayrees to protect, defend, indemnify and hold B®WR, each of the entities with
which it is or will be in the future affiliated witrespect to the invention or development of Tetdmg and each of BAYLOR's, officers,
trustees, faculty, employees, agents, represeesatand each of them ("the Indemnified Partiestinhess from and against, and to pay any
and all losses, liabilities, claims, demands, caugection, lawsuits, or other proceedings (wheitheontract, tort, strict liability or
otherwise), fines, assessments, damages or anyastteints of whatever nature that any of the IndéethParties may sustain or incur
("Claims"), including all reasonable attorneys'siemd court costs, as a consequence of any thitglpéincluding, but not limited to,
OPEXA's officers, directors, employees, agentssattants, representatives or servants) claims anthdds arising from the use, testing,
operation, sale or manufacture of the Technologyi@ensed Patent Pending Products or Licensed teat@&roducts by OPEXA or its
assignees or sublicensees even though such Cleguls in whole or in part from the negligence of afithe Indemnified Parties or are based
upon doctrines of strict liability or product lidiby; provided, however, that such indemnity shedt apply to any Claims arising from the
gross negligence or intentional misconduct of ardemnified Party.

5.5 Participation in Defense. (a) BAYLOR will prothpnotify OPEXA in writing of notice of any claimsr the commencement of any acti

if a claim in respect thereof is to be made undeagraph 5.4. BAYLOR's failure to notify OPEXA wilbt relieve OPEXA from any liability
to BAYLOR except to the extent any BAYLOR delaynatifying OPEXA causes such damages. After recgiviotice of said action,

OPEXA is entitled to participate in the defensadire and may elect to assume the defense theygmfdmptly notifying the Indemnified
Party in writing and by selecting counsel reasopahtisfactory to such Indemnified Party. After BAOR has received notice of OPEXA's
election to assume the defense of said action asdpproved OPEXA's counsel, OPEXA will not beléab BAYLOR under Paragraph 5.4
for any legal or other expenses subsequently iaduny BAYLOR in connection with the defense theneoless

(i) BAYLOR has reasonably concluded that there i@yegal defenses available to it that are diffefiem or additional to those available to
OPEXA, in which case such BAYLOR shall have thétitp select separate counsel to assume saiddefmises and to otherwise participate
in the defense of said action on behalf of BAYLQ@iR,OPEXA shall not have employed counsel reastnaétisfactory to BAYLOR to
represent BAYLOR within a reasonable time afteiggobf commencement of the action or (iii) OPEX/s lzsuthorized the employment of
counsel for BAYLOR at the expense of OPEXA.



(b) Neither BAYLOR nor OPEXA shall settle any acticovered by Paragraph 5.4 without first obtairtimg consent of the other Party, wh
consent will not be unreasonably withheld. Shoutwatroversy or dispute arise between the Partigarding a decision to settle an action
covered by Paragraph 5.4, the Parties then agat¢hih dispute shall be resolved according to thdiation and arbitration procedures
described in Article 17 of this Agreement.

(c) OPEXA's indemnity obligations under this Agresrhshall survive the termination of this Agreemeagardless of how this Agreement is
terminated.

5.6 Insurance.

5.6.1 Requirements. During the Term, OPEXA shalintaén in full force and effect, and at levels tlha¢ reasonable and consistent with
industry standards for corporations that are dgietpor marketing products for human clinical apations, policies of:

(i) General liability insurance (with Broad Form i&&egal Liability endorsement) with limits of not fethan one million dollars ($1,000,000)
per occurrence with an annual aggregate of twaonililollars ($2,000,000);

(i) Clinical trials insurance (in the event thaPBXA uses any Licensed Patented Product(s) or kemRatent Pending Product(s) in human
clinical trials) with limits of not less than onalhion dollars ($1,000,000) per occurrence withaamual aggregate of five million dollars
($5,000,000).

(iii) Products liability insurance (in the evenattOPEXA sells any Licensed Patented Product(k)oensed Patent Pending Product(s)) with
limits of not less than three million dollars ($300000) per occurrence with an annual aggregatesfty million dollars ($20,000,000).
OPEXA shall notify BAYLOR in writing prior to theade of any Licensed Patented Product(s) or LiceRsgdnt Pending Product(s) that it
has obtained products liability coverage that meeesxceeds these requirements.

In all cases such coverage(s) shall be purchaseddrcarrier or carriers reasonably deemed acdep@mBAYLOR and shall name BAYLC
as an additional insured. Upon request by BAYLORE®A shall provide to BAYLOR copies of said polisief insurance.

5.6.2 Annual Meeting. On or about the anniversdithe Agreement Date and thereafter throughouf#ren, for as long as BAYLOR owns
stock in OPEXA or until OPEXA becomes a public camy (whichever occurs first), senior executivesrfreach Party shall meet to discuss
and assess OPEXA's insurance coverage levels.

ARTICLE 6
PROTECTION OF PROPERTY RIGHTS

6.1 Responsibility for Patent Prosecution. FromAhesement Date and for the Term of this Agreem@RtEXA shall have primary
responsibility using patent counsel of its choieasonably acceptable to BAYLOR, for deciding whetbdile United States and foreign
patent applications, continue prosecution of artgmaapplications or maintain any patent applicatio patent regarding the Technology
licensed hereunder, except that BAYLOR may assw@sgansibility at its sole expense for pursuing amtection which OPEXA declines to
prosecute pursuant to Paragraph 6.2 of this Agraeme
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6.2 Notification of Intent Not to Pursue. Duringetiierm, in the event that OPEXA decides not todilg or all United States and foreign
applications or to continue prosecution of a pasgmuication to issuance or maintain any UnitedeStar foreign patent application or patent,
OPEXA shall timely notify BAYLOR in writing in ordethat BAYLOR may file said United States and fgreapplications and continue said
prosecution or maintenance of such patent appbicatat its own expense. OPEXA's right under thissAment to practice the invention un
said patent or patent application shall immediatefgninate upon OPEXA ceasing to pay such cosBPEXA fails to notify BAYLOR in
sufficient time for BAYLOR to assume the cost, OREXhall be considered in default of this Agreement.

6.3 Prosecution of Patent Applications.During tleer, subject to Paragraphs 6.1 and 6.2 above, OR&)Xées to prosecute with good faith
and due diligence all such patent applicationstandke all actions reasonably necessary to maiatail enforce the patents and proprietary
rights in and to the Technology.

6.4 Continuing Obligation to Inform. During the TierOPEXA shall instruct counsel for OPEXA to keefpB OR reasonably informed, at
OPEXA's expense, of prosecutions pursuant to thislé 6 including submitting to BAYLOR copies off afficial actions and responses
thereto.

6.5 Cooperation. BAYLOR agrees to cooperate witlE®R to whatever extent is necessary to procurenpgimtection of any rights,
including fully agreeing to execute any and allulments to give OPEXA the full benefit of the licergyranted herein.

6.6 Confidentiality. Each Party shall use its lefftrts to maintain and assure the confidentialityhe Confidential Information disclosed t
by the other Party hereto.

6.7 Allowed Disclosure. Notwithstanding the foregmithe Parties understand and agree that OPEXA tmdlye extent it deems necessary or
appropriate, disclose the Technology to potentidl @xisting consultants, employees, board membegssees, purchasers, investors, joint
venturers and the like, but OPEXA agrees to ussoreble efforts to make such disclosures subjegisatisfactory confidentiality agreeme

ARTICLE 7
RIGHTS IN ADDITIONAL RESEARCH

7.1 The Parties acknowledge that OPEXA may suppsdarch on the Technology in laboratories anditiasiat BAYLOR that are under tt
direct personal supervision of the Developers &atlgaid research may result in discoveries omitiors ("Funded Technology”) that are not
included within the definition of Technology tragsfed by this Agreement. Nothing in this Agreensll be deemed to allocate rights or
ownership of any Funded Technology, and any rightsunded Technology shall be determined by a séparitten agreement.

ARTICLE 8
INFRINGEMENT

8.1 Actions Based on Infringement. Each Party ghrainptly inform the other of any suspected infamgent of any licensed Patent Rights or
misuse, misappropriation, theft or breach of camfitk of other proprietary rights in the Technolbgya third party, and with respect to such
activities as are suspected, BAYLOR and OPEXA ezl have the right to institute an action forimjement, misuse, misappropriation,
theft or breach of confidence of the proprietaghts against such third party in accordance wighfttiowing:
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(a) If BAYLOR and OPEXA agree to institute suitijdly, the suit shall be brought in both their narard all of the out-of-pocket costs and
legal fees relative to such procedures shall beébby OPEXA. OPEXA shall exercise control over saction; provided, however, that
BAYLOR may, if it so desires, be represented bynsmli of its own selection, at its own expense.

(b) If BAYLOR or OPEXA, as the case may be, decidesto take action, then the other Party may dim $t3 own name and at its own cost.

(c) Should either BAYLOR or OPEXA commence suit enthe provisions of this Article 8 and thereafitact to abandon the same, it shall
give timely notice to the other Party who mayt 6 desires, continue prosecution of such swdtieh continuing Party's sole expense.

(d) All recoveries, whether by judgment, award,rdemr settlements, from infringement or misuskcehsed Technology shall be divided as
follows:

(i) the Party bringing the action or proceedinglisfirat recover an amount equal to the costs afabeses incurred by such Party directly
related to the prosecution of such action or prdiceeand (ii) the remainder shall be divided asofet: (A) in the event that OPEXA
instituted the suit or otherwise handled the matter recovery shall be retained by OPEXA, sultie@the royalty obligations hereunder, and
(B) in the event that BAYLOR instituted the suitatherwise handled the matter, the recovery stwaitkbained by BAYLOR.

8.2 Settlement. Neither BAYLOR nor OPEXA shall ketiny action covered by this Article 8 withousfiobtaining the consent of the other
Party, which consent will not be unreasonably wéfdh

8.3 Liability for Losses. BAYLOR shall not be liagfor any losses incurred as the result of an mdtioinfringement brought against OPE.
as the result of OPEXA's exercise of any right tgdmunder this Agreement. The decision to defembbdefend shall be in OPEXA's sole
discretion.

8.4 Obligation to Inform. The Parties shall keep another informed of the status of, and their@etpe activities regarding any litigation as
described herein.

ARTICLE 9
INDEPENDENT CONTRACTOR STATUS

9.1 Parties are Independent Contractors. The Bdmtireby acknowledge and agree that each is apgndent contractor and that neither
Party shall be considered to be the agent, repiase master or servant of the other Party for purpose whatsoever, and that neither Party
has any authority to enter into a contract, to m&sany obligation or to give warranties or représions on behalf of the other Party. Notr

in this relationship shall be construed to createlaionship of joint ventures, partnerships, €iduy or other similar relationships between
Parties.

ARTICLE 10
TERM AND EXPIRATION

10.1 Term of License. Unless sooner terminatedtaerwise provided in Article 11, the term of theelhse to employ Technology, Licensed
Patent Pending Products and/or Licensed Patentetli€ts or other Patent Rights granted herein @aoparticle 2 (the "Term") shall expire
on a country-by-country basis, on the date of eatjuin of the last of the Patent Rights to expire.
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ARTICLE 11
TERMINATION

11.1 Automatic Termination. This Agreement shaltdreninated automatically in any one or more offtilowing circumstances:

(a) the assets of OPEXA are seized or attachemhrijunction with any action against them by anydlimarty, and such seizure or attachment
is not abated within ninety (90) days;

(b) OPEXA is dissolved, or a sale of all or subttdly all of the assets of OPEXA pursuant to aligation not approved in writing by
BAYLOR is made;

(c) OPEXA assigns or attempts to assign any rightier this Agreement in breach of Paragraph 13.1,

provided, however, that the provisions of Paragribli(c) shall terminate at such time that the eggte of OPEXA's stated capital and
capital surplus accounts equals or exceeds twaomitlollars ($2,000,000), and shall not theredfgeapplicable notwithstanding a subseq
decrease in such accounts; or

(d) OPEXA licenses or attempts to license any gghitder this Agreement in breach of Paragraph 13.2,

provided, however, that the provisions of Paragripi (d) shall terminate at such time that the egate of OPEXA's stated capital and
capital surplus accounts equals or exceeds fiveiednthousand dollars ($500,000), and shall noetfter be applicable notwithstanding a
subsequent decrease in such accounts.

11.2 Termination by BAYLOR. BAYLOR may terminategtbhgreement if OPEXA fails to perform any of itBligations under this
Agreement and fails to remedy said breach withity5i60) days after being given written notice loé tspecific failure or default and
termination by BAYLOR, unless such breach is ngiadde of being cured within such time period, inehhevent this Agreement shall not
terminate so long as OPEXA is pursuing a cure ohdareach in a timely manner and can demonstratettis taking all diligent actions
possible to cure the breach. If the breach is déshuhe parties agree to arbitrate such dispudéedordance with the terms of the Agreement.

11.3 Termination by OPEXA. OPEXA, upon ninety (@)ys prior written notice to BAYLOR, may termindlés Agreement with or without
cause.

11.4 Effects of Termination. In the event that hggeement is terminated for any reason in any ttgwrovered by the terms of this
Agreement:

(a) any and all rights in and to the Technologguch country shall revert to BAYLOR;
(b) all grants and licenses made by BAYLOR to OPEp(Uksuant to this Agreement in such country shathatically terminate;
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(c) OPEXA will deliver to BAYLOR within ten (10) de of termination all copies in its possessionantml of all documents and other
tangible information in such country that contdia Technology;

(d) OPEXA agrees to execute all instruments as BARLMay reasonably request that are necessarynteestiany licensed rights in
BAYLOR in such country;

(e) OPEXA, subject to Article 6, shall have an ghtion to maintain the confidentiality of all Techogy in such country;

(f) OPEXA will not use any Confidential Informatioegarding non-patented Technology in such couira period of five (5) years after
termination of this Agreement;

(g) OPEXA shall have thirty (30) days to compldte manufacture and ninety (90) days to completsdkeor license of any Licensed
Patented Products and Licensed Patent Pending &sadustock or in the course of manufacture atithe of termination in such country, all
subject, however, to payments of royalty and actingras provided herein, even if such royalty offigns arise from transactions subseq
to the effective date of termination;

(h) OPEXA's obligation to pay royalties, keep refsoand allow a final audit shall survive terminatia such country;

(i) The Common Stock issued pursuant to this Agesaror the ownership thereof shall not be affetigdny termination in such country,
regardless of the reason for, or the timing ofhsecmination;

() Except as expressly provided herein, no Pagrghinder shall be discharged or relieved from ebjlity or obligation existing prior to su
termination in such country; and

(k) Upon termination of this License Agreementurcls country, all sublicenses shall automaticaliynieate. BAYLOR agrees to enter into
good faith negotiations with the sublicensees tal#ish the terms and conditions of a license ages between BAYLOR and such
sublicensee.

ARTICLE 12
GOVERNMENTAL COMPLIANCE

12.1 Compliance with All Laws. OPEXA shall at athes during the term of this Agreement and foraswlas it shall sell Licensed Patented
Products or Licensed Patent Pending Products coarglycause its sublicensees to comply with allljstate, federal and foreign formalities,
laws, orders, rules, decrees or regulations thgteoatrol the import, export, manufacture, useate ®f Licensed Patented Products or
Licensed Patent Pending Products or any otherigctimdertaken pursuant to this Agreement.
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12.2 OPEXA Requirements. OPEXA understands andeaghat before BAYLOR shall be required to perf@my obligation hereunder that
shall be subject to local, state, federal and fprédbrmalities, laws, orders, decrees or regulati@PEXA shall first provide BAYLOR with
any letter of assurance or other certification thay be required to comply with the formalitiesy$a decrees, rules, orders or regulations of
any agency or instrumentality having jurisdicti®ior example and not by limitation, this includestdd States import and export regulations,
Food & Drug Administration regulations, DepartmehiAgriculture regulations, environmental regulascand recombinant DNA regulatio

12.3 Failure to Obtain Governmental Approval. Itigbor failure, if any, of OPEXA to secure any mssary government license or approval
shall not entitle OPEXA to terminate this Agreemento obtain any form of relief, credit, rebaterecovery from BAYLOR.

12.4 Expenses. During the Term, OPEXA shall beawesible for any and all expenses, costs, feesesloti taxes relating to the Technology,
Licensed Patent Pending Products, and/or Licenagshigd Products which are reasonably necessapniply with government orders,
formalities, rules, regulations and laws.

12.5 Requirement for U.S. Manufacture. OPEXA agtbaesLicensed Patented Products and/or LicenswhPRending Products leased or
sold in the United States shall be manufacturedtamtially in the United States.

ARTICLE 13
ASSIGNMENT AND LICENSING

13.1 Assignment Requirements. Until the aggregh@REXA's stated capital and capital surplus act®aguals or exceeds two million
dollars ($2,000,000), OPEXA may not assign or aftetm assign any rights under this Agreement. Exaspimited by this Paragraph 13.1
hereof, a sale by OPEXA of all or substantiallydadlits assets, or merger or other consolidatiail stot constitute an assignment for purpc
hereof, and OPEXA shall be free to enter into armghssale, merger or other consolidation, so lonipasuccessor entity acknowledges its
consent and agreement to the terms hereof in gritin

13.2 Sublicense Requirements. Until the aggrega@PEXA's stated capital and capital surplus act®aguals or exceeds five hundred
thousand dollars ($500,000), OPEXA may not subBeeor attempt to sublicense any rights under tgieAment without the prior written
approval of BAYLOR, with respect to which BAYLOR @®PEXA will negotiate in good faith.

13.3 Consistent Sublicenses. All sublicenses gdaoyeOPEXA of its rights hereunder shall be subjedhe terms of this Agreement.
OPEXA shall be responsible for its sublicenseessiradl not grant any rights which are inconsisteith the rights granted to and obligations
of OPEXA hereunder. Any act or omission of a suigee which would be a breach of this Agreemepeiriformed by OPEXA shall be
deemed to be a breach by OPEXA of this Agreemeaviged that BAYLOR shall give OPEXA and subliceas®tice of any such breach or
alleged breach hereof and an opportunity to cucl ueach pursuant to the terms of Paragraph Eteirh Each sublicense agreement
granted by OPEXA shall include an audit right by BZOR of the same scope as provided in Article 4béwith respect to OPEXA.
OPEXA shall give BAYLOR prompt notification of theentity and address of each sublicensee with wh@ancludes a sublicense
agreement and shall supply BAYLOR with a copy affeauch sublicense agreement.

13.4 PreExisting Agreements. This Agreement shall not sspee any preexisting agreement BAYLOR has withrd frarty in the event th
this Agreement is assigned by OPEXA to that thadyy even if BAYLOR has consented to the assigrtmen
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13.5 BAYLOR Assignment Rights. BAYLOR may assignriights hereunder, including the right to receahe consideration (equity and
monetary) for the licenses herein granted, to ffgidtes, or to such other parties as may be lketito receive or exercise same under the
Baylor Patent Policy.

ARTICLE 14
PUBLICITY

14.1 Use of Names. Neither Party shall use the nlogetypes or symbols of the other Party or the@af any employee, faculty, staff,
affiliate or associate of the other Party for paéfion or advertising purposes, except with thatemiconsent of the other Party.

ARTICLE 15
ADDRESSES

15.1 Payments. All payments shall be made payabiBaylor College of Medicine" and all payments aagorts shall be sent to the address
below:

BAYLOR Tax ID #: 74-1613878

Director, Office of Technology Administration Bayl€@ollege of Medicine
One Baylor Plaza, BCM-D, 600D
Houston, TX 77030

15.2 Notices. All notices or other communicatiomguant to this Agreement shall be sufficiently madgiven on the date of mailing if sent
to such Party by United States Postal Servicefigettmail, return receipt requested, postage premaivia overnight courier, addressed to
its address below or as it shall designate by @writtotice given to the other Party:

In the case of BAYLOR: With a c opy to:
Senior Vice President & General Counsel Director , Office of Technology
Adminis tration
Baylor College of Medicine Baylor C ollege of Medicine
One Baylor Plaza One Bay!l or Plaza, BCM-D, 600D
Houston, TX 77030 Houston, TX 77030
In the case of OPEXA: Withac opy to:
Michael Redman, President Jeffrey R. Harder
Opexa Pharmaceuticals, Inc. Andrews & Kurth, L.L.P.
1709 Dryden Road, Suite 901 2170 Buc kthorne Place, Suite 150
Houston, TX 77030 The Wood lands, Texas 77381
ARTICLE 16
BOARD SEAT

16.1 BCMT Board Seat. A representative from BCMHAredogies, BAYLOR's venture development subsidiahgll also be a director of the
OPEXA's Board of Directors as long as BCM Techni@sgwns stock in OPEXA or until OPEXA becomes bljguicompany, whichever
comes first.
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16.2 BAYLOR Board Seat. A representative from BAYR@hall also be a director of the OPEXA's Boar®wéctors as long as BAYLOR
owns stock in OPEXA or until OPEXA becomes a pubbmpany, whichever comes first. The Parties atfraeDr. Jingwu Zang Zhang,
M.D., shall fill such position for so long as healffiliated with BAYLOR, unless the Parties agreéberwise.

ARTICLE 17
ARBITRATION

17.1 Amicable Resolution. The Parties shall attetmsettle any controversy between them amicaliythis end, a senior executive from
each Party shall consult and negotiate to readiuien. The Parties agree that the period of abl&ceesolution shall toll any otherwise
applicable statute of limitations. However, nothinghis clause shall preclude any Party from comeireg mediation if said negotiations do
not result in a signed written settlement agreemattin thirty (30) days after written notice thhese amicable resolution negotiations have
commenced.

17.2. Mediation. If a controversy arises out ofalates to this agreement, or the breach theradfijfahe controversy cannot be settled
through amicable resolution, the Parties agregytmtgood faith to settle the controversy by médiabefore resorting to final and binding
arbitration. The Party seeking mediation shall psmpfive mediators, each of whom shall be a lawgensed to practice by the state of Te
having practiced actively in the field of commetdéav for at least fifteen (15) years, to the otRarty who shall select the mediator from the
list. The Parties shall split the cost of the maati@qually. The Parties agree that the period ediation shall toll any otherwise applicable
statute of limitations. However, nothing in thiagse shall preclude any Party from commencingrathin if said negotiations do not resul

a signed written settlement agreement within sixty

(60) days after written notice that amicable reofunegotiations have commenced.

17.3 Arbitration. Any dispute, controversy, or aearising out of or relating to this Agreementtloe breach, termination or invalidity there
including claims for tortious interference or othertious or statutory claims arising before, dgror after termination, providing only that
such claim touches upon matters covered by thieément shall be finally settled by arbitration agistered by the American Arbitration
Association pursuant to the Commercial ArbitratiRwies in force at the time of the commencemenhefarbitration, except as modified by
the specific provisions of this Agreement. It is $pecific intent of the Parties that this arbitraiprovision is intended to be the broadest f
allowed by law.

17.4 Parties to Arbitration. This agreement totaabé is intended to be binding upon the signasdniereto, their principals, successors,
assigns, subsidiaries and affiliates. This agre¢mneearbitrate is also intended to include any disp, controversy or claims against any
Party's employees, agents, representatives, adeudégal counsel arising out of or relating to tee covered by this Agreement or any
agreement in which this Agreement is incorporated.

17.5 Consolidation Permitted. The Parties expresgtge that any court with jurisdiction may ordex tonsolidation of any arbitrable
controversy under this Agreement with any relatduit@ble controversy not arising under this Agreain as the court may deem necessa
the interests of justice or efficiency or on sutheo grounds as the court may deem appropriate.

17.6 Entry of Judgment. The Parties agree thatad fidgment on the arbitration award may be edtegeany court having jurisdiction
thereof.
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17.7 Appointing Arbitrators. The American Arbitrati Association shall appoint the arbitrator(s) fritenLarge, Complex Claims Panel. If
such appointment cannot be made from the Large ponClaims Panel, then from its Commercial Pafké Parties hereby agree to and
acquiesce in any appointment of an arbitrator bit@ators that may be made by such appointing aityho

17.8 Quialifications of the Arbitrator(s). The arbtbr(s) must be a lawyer, having practiced activretthe field of commercial law for at least
fifteen (15) years.

17.9 Governing Substantive Law. The arbitratorfglisdetermine the rights and obligations of thetiBa according to the substantive laws of
the State of Texas (excluding conflicts of law pijptes) as though acting as a court of the Stafieesfs.

17.10 Governing Arbitration Law. The law applicabdethe validity of the arbitration clause, the doat of the arbitration, including any
resort to a court for provisional remedies, theoesgment of any award and any other question dfration law or procedure shall be the
Federal Arbitration Act.

17.11 Governing Convention. The Parties elect ietihe New York Convention on the Recognition antbEcement of Foreign Arbitral
Awards of June 10, 1958 (instead of the Inter-AggriNew York Convention on International Commergidiitration of August 15, 1990)
govern any and all disputes that may be the subjemtbitration pursuant to this Agreement.

17.12 Preliminary Issues of Law. The arbitratos{®ll hear and determine any preliminary issuawfdsserted by a Party to be dispositiv
any claim, in whole or part, in the manner of arttearing a motion to dismiss for failure to statelaim or for summary judgment, pursuant
to such terms and procedures as the arbitratoeéand appropriate.

17.13 Confidentiality. The Parties and the arbitrgs) shall treat all aspects of the arbitrationgeedings, including without limitation
discovery, testimony and other evidence, briefstaedaward, as strictly confidential. Further, gptcas may be required by law, neither Party
nor the arbitrator(s) may disclose the existenoatent, or results of any arbitration hereundehauit the prior written consent of both Part

17.14 Place of Arbitration. The seat of arbitratstrall be Houston, Texas, USA.

17.15 Language. The arbitration shall be conduicteélde English language. All submissions shall tein English or with an English
translation. Witnesses may provide testimony iargluage other than English, provided that a simetias English translation is provided.
Each Party shall bear its own translation costs.

17.16 Punitive Damages Prohibited. The Partiesdyanaive any claim to any damages in the naturguoitive, exemplary, or statutory
damages in excess of compensatory damages, ooanyf damages in excess of compensatory damageshe arbitrator(s) is/are specie
divested of any power to award any damages in aher@ of punitive, exemplary, or statutory damagesxcess of compensatory damages, or
any form of damages in excess of compensatory daesnag

17.17 Costs. The Party prevailing on substantalllpf its claims shall be entitled to recoverdtssts, including attorneys' fees, for the
arbitration proceedings, as well as for any arwilfzroceeding, including a proceeding to compegmjpin arbitration, to request interim
measures or to confirm or set aside an award.

17.18 Survival. The provisions of this Article 17adl survive expiration or termination of this Agraent.
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MISCELLANEOUS

18.1 Assistance. Without further consideration, BAOR hereby agrees to execute and deliver, and BAR [aQrees to cause its officers,
trustees, employees, and agents to execute am@idelich other instruments, and to take such aittesn as OPEXA hereunder may
reasonably request to more effectively convey aaasfer to and vest in OPEXA, and to put OPEXAdsgession of, the rights granted
hereunder, and to assist OPEXA in the recordati@ame as necessary, all in such form and substn@®EXA may reasonably request
at OPEXA's expense.

18.2 Binding Agreement. This Agreement shall ballrig upon and shall inure to the benefit of thealagpresentatives, administrators,
successors, permitted assigns and licensees Bfittties hereto.

18.3 Unenforceable Provision. The Parties herebgeathat neither Party intends to violate any mubdilicy, statutory or common law, rule,
regulation, treaty or decision of any governmergray or executive body thereof of any country anowinity or association of countries, i
that if any word, sentence, paragraph or clausmabination thereof of this Agreement is found abgourt or executive body with judicial
powers having jurisdiction over this Agreement oy af the Parties hereto, in a final, unappealabdier to be in violation of any such
provision in any country or community or associata countries, such words, sentences, paragraptiawses or combination shall be
inoperative in such country or community or assmiaof countries, and the remainder of this Agreatshall remain binding upon the
Parties hereto.

18.4 Entire Agreement. The terms and conditionsiherontained, including all the schedules herantal all the agreements referenced he
the assignments with the individuals listed on Scitee 1, and each of the Developer's Agreementstivélindividuals listed on Schedule 1,
executed contemporaneously herewith or contemplatexhy of such agreements constitute the entireengent between the Parties and
supersede all previous communications whetherasrairitten between the Parties hereto with respmettie subject matters hereof, and no
previous agreement or understanding varying omehitg the same shall be binding upon either Paetgto.

18.5 No Waiver. The Parties covenant and agresdfthaher Party fails or neglects for any reasomake advantage of any of the terms
provided for the termination of this Agreementfogither Party, having the right to declare thisdgment terminated, shall fail to do so, any
such failure or neglect by either Party shall ro&bwaiver or be deemed or be construed to beeewai any cause for the termination of this
Agreement subsequently arising, or as a waivengfdad the terms, covenants or conditions of thisefgnent or of the performance thereof.
None of the terms, covenants and conditions ofAlgieement may be waived by either Party exceptsoyritten consent

18.6 Survival Upon Termination.The provisions, tgjand obligations set forth in Articles 1, 2 (astemplated by Paragraph 11.4(g)), 3 (but
only with respect to sales occurring prior to tlaedof termination or to the extent applicable astpe terms of Paragraph 11.4 (g)), 4, 5, 9,
11, 13, 14, 15, 17 and 18, along with any otheigalibns that by their terms survive expiratiortenmination, shall survive the expiration or
termination of this Agreement.

18.7 Changes to Agreement. No amendment or motidfitto this Agreement shall be effective unleds ih writing and signed by duly
authorized representatives of both Parties.

18.8 Informed Review. The Parties acknowledge ¢hah Party has received and reviewed this Agreearghthat normal rules of
construction to the effect that any ambiguitiestarbe resolved against the drafting Party shalbeoemployed in the interpretation of this
Agreement or any amendments or exhibits thereto.
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18.9 Headings and References. The headings ofeartind sections used in this document are forexence and reference only, and shall
not affect the meaning or interpretation of thigdgment unless the context requires otherwiserefdrences in this Agreement to any
exhibit, schedule, or appendix shall be deemecdcandtrued as references to a section of an exhdiedule or appendix of this Agreement
and any exhibits, schedules, or appendices aréyareorporated in this Agreement by such reference

18.10 Third Party Beneficiaries.This Agreemennteinded only to benefit the Parties. The Partieg Im® intention to create any interests for
any other party. Specifically, no interests arerked to be created for any customer, patientarelsesubject or other persons (or their
relatives, heirs, dependents, or personal reprathess) by or upon whom the Technology, Licensegfta?ending Products and Licensed
Patented Products may have been used.

18.11 Recordation. Each Party shall have the dghihg the Term to record or register this Agreenierany patent office or other
appropriate facility, and the other Party shallile reasonable assistance in effecting such rewprd

18.12 Counterpart Execution. This Agreement stedbine binding as of the Agreement Date when anyon@re counterparts hereof,
individually or taken together, shall bear the sigmes of each of the Parties hereto. This Agreémey be executed in any number of
counterparts, each of which shall be an originairzgi any Party whose signature appears therebvmlllf which shall constitute one and the
same instrument.

18.13 Responsibility for Expenses. Each Partyspaasible for its own expenses related to the patipa and execution of this Agreement.

IN WITNESS WHEREOF, the Parties hereto have exekatel delivered this Agreement in multiple origisby their duly authorized
officers and representatives on the respectivesdditewn below, but effective as of the AgreemerntDa

OPEXA BAYLOR COLLEGE OF MEDI CI NE
Name: /s/ Mchael T. Rednan Name: /s/ W Dalton Tomin

M chael T. Redman W Dalton Tomin
Title: President, Opexa Pharmaceuticals Title: Senior Vice President &

General Counsel

Date: Septenber 6, 2001 Date: Septenber 6, 2001
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Schedule 1
DEVELOPERS

1. Jingwu Zang Zhang, M.D., Ph.D.
2.Ying Q. Zang, M.D., Ph.D.
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PATENT

OTANUMBER  PATENT

00-71 "T-Cell V(beta)-D(beta)-J(beta)
Sequence and Methods for its
Detection."

00-71 "T-Cell V(beta)-D(beta)-J(beta)
Sequence and Methods for its
Detection."

00-71 "T-Cell V(beta)-D(beta)-J(beta)
Sequence and Methods for its
Detection."

00-71 "T-Cell V(beta)-D(beta)-J(beta)
Sequence and Methods for its
Detection."

Schedule 2

S PENDING AND ISSUED

SERIAL NUMBER TYPE STATUS
09/507,819 u.s. Pendin
Non-provisional Notice
US00/40006 PCT Pendin
Us00/22988 PCT; claims to Pendin

20-mer peptide

09/641,576 u.s Pendin
Continuation-In-Part
with claims to
20-mer peptide.
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Schedule 3
TECHNOLOGY LICENSED TO OPEXA
1. OTA 00-70 "T-Cell Peptides as Therapeutics fomune-Related Disease." Inventor: Jingwu Zhang, . MJ@partment of Neurology.

2. OTA 00-71 "T-Cell Receptor V(beta)-D(beta)-J@ebequence and Methods for its Detection." Invediagwu Zang Zhang, M.D.,
Department of Neurology.

3. OTA 01-02 "A Hormone Compound in the Treatmdmotoimmune Disease." Inventors: Ying Zhang, Prabd Jingwu Zhang, M.D.,
Department of Neurology.

4. OTA 01-21 "The Use of a Unique Sequence of Hukarpesvirus-6." Inventor: Jingwu Zhang, M.D., Depeent of Neurology.
5. OTA 01-68 "T-Cell Vaccination in Multiple Sclesis." Inventor: Jingwu Zhang, M.D., Department @fuxology.
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Schedule 4

DISTRIBUTION OF SHARES OF COMMON STOCK

Name Number of Shares
Jingwu Zang Zhang, M.D., Ph.D. 637,500
Ying Q. Zang, M.D., Ph.D. 212,500
Baylor College of Medicine Department of Neuro logy 425,000
Baylor College of Medicine General Fund 425,000
Total 1,700,000
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Exhibit 10.15

AMENDED AND RESTATED LICENSE AGREEMENT

This Amended and Restated License Agreement ("Agee¢"), effective this 30th day of December, 209%étween the University of
Chicago, an lllinois not-for-profit corporation (\UVERSITY"), having its principal office at 5555 8/oodlawn Avenue, Chicago, IL 60637
USA and PharmaFrontiers Corp., a Texas corpordtl®R") having its principal office at 2408 TimbectoPlace, Suite B-7, The Woodlands,
Texas 77380. Each hereunder may be referred toatepaas the ("Party"), or together as the ("al)i. The Parties agree:

1. Recitals.

A. To the best of the UNIVERSITY's knowledge at ttade of execution of this Agreement, the invergiatentified in Schedule A were
conceived or first reduced to practice by the UNR&ETY as Operator of Argonne National LaboratorfN(4 in the performance of work
under its U.S. Department of Energy (DOE) Prime @t No. W-31-109-ENG-38. Pursuant to the termthefDOE Contract and 35 USC
200 et seq., UNIVERSITY has acquired certain rightand to said inventions.

B. PF, a small business entity specializing indbeelopment of therapeutic products, is interestetquiring certain rights to said
inventions.

C. UNIVERSITY is willing to grant such rights soahsaid inventions may be developed and used thullest extent for the benefit of the
U.S. economy and the general public.

D. The Parties agree that this Agreement is thieeemmderstanding between the Parties and supersdiderevious understandings and
agreements, including the license agreement exe¢améebruary 20, 2004 (the "Original License Agreat") between the Parties. The
License Agreement previously entered into by UNNEERY and PF on February 20, 2004 is hereby termathapon the date of execution of
this Agreement.

2. Definitions. The following capitalized terms dda this Agreement shall mean:

A. "Affiliate" means, as to any person or entitgyather person or entity, which directly or inditlg controls, is controlled by or is under
common control with the Party. Control shall mela@ tight to control, or actual control of, manageatra such other entity, whether by
ownership of voting securities, by agreement, beovise, or the direct or indirect ownership of theximum percentage of such stock
permitted under local laws or regulations in thogentries where 50% ownership by a foreign ensityat permitted.

B. "Calendar Quarter "means each of the four, thmeath periods ending on March 31st, June 30thteBaper 30th, and December 31st.
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C. "Effective Date" means the date appearing i lirof this Agreement.

D. "Field" means all fields of use within diagnosfs production of therapeutics for, or treatmehtliseases and/or disorders in humans and
the use in animals only for the development of sucilucts or applications in humans. The Fieldudek making stem cells and banking of
stem cells for such purpose and diagnostics, dsiing, therapeutics and screening of small moéscydroteins, and/or peptides which may
cause differentiation of stem cells in vitro andfovivo and the stem cells themselves.

E. "First Financing" means any financing receivgd®F where total cumulative proceeds received bgdrial or exceed ten million
($10,000,000.00) US dollars as recorded by PF's BIBG records, excluding the 15% Exchangeable @otible Subordinated Promissory
Notes (the first tranch of which were issued Sejpien30, 2004) up to ten million ($10,000,000.00) diéfiars.

F. "Licensed Patents,” means the patents and pagpelitations listed on Schedule A and attachedtbemcluding all continuations,
divisionals, and corresponding foreign patent aygpidons and any patents which may issue therefrudreay reissues, renewals,
reexaminations, substitutions, or extensions @aba@my such patents or patent applications.

G. "Licensed Product(s)" means any product covbyeithe scope of any Valid Claim contained in angelnsed Patent or a product made
process, method or technique covered by the scopeyovalid Claim in any Licensed Patent or methotlasing any product covered by the
scope of any Valid Claim contained in any LicenBadent.

H. "Licensed Method(s)" means any method, proceduprocess whose use or practice is within thpead any Valid Claim of any
Licensed Patents including but not limited to aegvie or part of selling a service, licensing ahmod of use or other means of deriving
commercial benefit from Licensed Products.

I. "Net Sales" means the gross sales of Licenseduets and Licensed Methods sold or otherwiseibligerd in the Territory, less the
following amounts directly chargeable to such saleidicated on individual invoices:

1) customary trade, quantity or cash discountsrahdtes actually allowed and taken;
2) amounts repaid or credited to customers on ataufurejections or returns; and

3) freight and other transportation costs, inclgdimsurance charges, and duties, tariffs, salesacide taxes and other governmental charges
based directly on Sales, turnover or delivery ahslicensed Products and actually paid or allowe®B and its Affiliates.
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Net Sales shall be determined in accordance witlergdly accepted accounting principles consistespiglied.

J. "Outstanding Number of Shares" means all sta&rB§'s stock outstanding on the relevant dateynaisg) the exercise of all options gran
under any stock option plan of PF, the conversiaallamther convertible securities then outstandimg Common Stock and the exercise, and
conversion into Common Stock, of all other optiansl warrants of the Company that are then outstgndi

K. "Research and Development Expenses" means@dneitures, in US Dollars, by PF, its Sublicenssebany of their Affiliates on the
following items dedicated to the research and agmaknt of Licensed Products(s) and/or Licensed bté8): 1) materials, 2) the
depreciation of equipment and facilities, 3) waged benefits of employees, and 4) payments to gardes for conducting research and
development of Licensed Product(s) and/or Licemdethod(s) on behalf of PF.

L. "Royalties" means all amounts payable underchetél of this Agreement.

M. "Sale" means any transaction in which a LicerBeatuct(s) and/or Licensed Method(s) is placedi withird party or used for the benefit

of PF or a third party; provided "Sale" shall notlude any placement or use of a Licensed Proguanor Licensed Method(s) with or by a
third party which is for testing or experimentalposes, including any animal or clinical trialslang as such placements are reported to the
UNIVERSITY and for which no Compensation is receive

N. "Sublicensee" shall mean any person, compamyhar entity granted a Sublicense by PF, includiffdiates of the Sublicense:

0. "Sublicense" shall mean any agreement entetedinPF with any person, company or other entitgspant to which any of the rights
granted to PF to the Licensed Patents are exercised

P. "Territory" means worldwide.

Q. "Valid Claim" means an issued claim of any unigegpatent or a claim of any pending patent apibey which has not been held
unenforceable, unpatentable or invalid by a degisica court or governmental body of competensiligtion, in a ruling that is unappealable
or unappealed within the time allowed for appedliol has not been rendered unenforceable throwgghadhner or otherwise; and which has
not been lost through an interference proceedirig@roverable failure to pay a maintenance fee.

3. Grant.

A. Exclusive Patent Grant. Subject to paragrapbBsa®d 3.E., UNIVERSITY hereby grants to PF andhifiliates, an exclusive, non-
transferable license, to make, have made, use,used import, offer to sell, sell and/or have ddttensed Products and/or Licensed Method
(s) within the Field and within the Territory dugithe term of this Agreement.
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B. Sublicense. PF shall have the exclusive riglyrémt Sublicenses to and under the Licensed Raiethird parties limited to and consistent
with the rights granted PF under Paragraph 3.Aiwithe Field and within the Territory.

C. Sublicense to Former Affiliates. For any Afftks who have been granted rights by UNIVERSITY urRbragraph 3.A and who
subsequently do not qualify as an Affiliate undex definition in 2.A, the UNIVERSITY shall, upon BFequest, offer to such former
Affiliates a license under substantially the saerens and conditions as is contained in this Agregraed shall agree to negotiate in good
faith to execute such an agreement. If no agreeimeaached within six months of the UNIVERSITYf&eo to said former Affiliate, the
UNIVERSITY shall not be obligated to continue ndgtibn with such former Affiliate and will have riorther obligation to execute any
license with such former Affiliate.

D. No Other Rights. No rights in and to the Liceth&atents other than those provided in ParagraphsBd 3.B., above, express or implied,
are conveyed by UNIVERSITY.

E. Reservation of Rights. UNIVERSITY reserves fself, the worldwide right to use the Licensed Ret&nd to practice the inventions
claimed in the Licensed Patents for any educatiandlor non-commercial research purpose it maysdhabits own discretion and without
any payment therefore. UNIVERSITY shall have tlghtito grant non-exclusive licenses to third part@practice the inventions claimed in
the Licensed Patents for non-commercial researghoges only. If tangible property is provided by WERSITY to PF, UNIVERSITY
reserves the right to make, use and provide tamgitdperty and to grant non-exclusive licensesa&earand use such tangible property to
third parties for non-commercial research purpasgg. In addition, the inventions claimed in the&nsed Patents were made with the use of
funds from the United States government. TherefibieJ.S. Government has a paid-up, royalty-free;transferable, worldwide, irrevocal
license for government use to practice or havetjpeat by or on behalf of the U.S. Government theebsed Patents. The U.S. Government
has certain other rights under 35 USC 200 et sedjapplicable regulations.

4. License Fees, Royalties and Other Payments.

A. License Fee. As partial consideration for tloetise granted in Article 3 of this Agreement, P&llghbay UNIVERSITY the sum of one
hundred and seventy-five thousand U.S. dollars§%100) due and payable immediately upon executidhi® Agreement. The sums due and
payable under this Paragraph are nonrefundable@mcteditable against Royalties.
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B. Equity. As partial consideration for the licergganted in Article 3 of this Agreement, PF shsdiue to the UNIVERSITY two hundred
forty-two thousand six hundred and eighty-eightreshg242,688) (the "Shares") of capital stock repnéing one hundred eighty-seven
thousand six hundred eighty-eight shares of cagitalk already owned by the UNIVERSITY and an addififty-five thousand shares of
capital stock. Such Shares shall be issued to Wsityemmediately upon execution of this Agreemd8rite consideration due and payable
under this Paragraph is nonrefundable and nontat@ddiagainst Royalties. If certificate(s) represgnsuch Shares are not received by
UNIVERSITY within seven (7) days of the Effectiveaf2, this Agreement shall be deemed in defaulthisdAgreement shall automatically
terminate effective immediately.

C. Milestones.

i. PF shall pay to University one and one half imill($1,500,000.00) US dollars upon the occurresfdbe First Financing or October 30,
2005 which ever occurs first. As of the date ofeeimn of this Agreement, the First Financing isjpcted to take the form of a PIPE
executed on or about March 31, 2005 with expecaitad tevenue of thirty to forty million $30-40,0000.00) US dollars and shall be
executed by Sanders Morris Harris. Should any d#irst Financing become the preferred method @frfaing PF shall notify UNIVERSITY
of its intent and the proposed timing of such alive First Financing. If the required paymemas received within seven

(7) days of the closing date of First Financingoror before October 30, 2005 which ever occuss, fUNIVERSITY shall have the right, at
its sole discretion, to terminate this Agreemefeetfve immediately upon notice to PF or to acaapiity through the issuance of Common
Stock with piggyback registration rights valuedha Conversion Price, and all accrued interest5& per annum, from the date of execution
of this Agreement until October 30, 2005 computadte basis of a three hundred and sixty (360)ygay of twelve (12) thirty (30) day
months, and paid within ten (10) days of notic®Eothat UNIVERSITY elects to exercise its righetxept equity under this paragraph.

ii. Upon the occurrence of the later of First Ficiaig or November 30, 2005, PF shall issue to UNIBERY shares of Common Stock such
that the aggregate number of shares issued to URSIEY, including the Shares issued pursuant todtaph 4.B, shall represent two and
six-tenths of a percent (2.6%) of the total Outdiag Number of Shares after conversion of the 15&hBngeable Convertible Subordinated
Promissory Notes, the first tranch of which wasiésk September 30, 2004, and after issuance ofrahglhequity in the form of stock at the
close of the First Financing (the "Additional Sh&lje



iii. Registration Rights. PF agrees to grant arahtg to UNIVERSITY the registration rights, witrspect to the Shares and Additional She
set forth in Schedule B, and agrees to executeogmiraneously with the execution of this AgreenteatRegistration Rights Agreement
included as Schedule B.

D. Capitalization. PF represents and warrants t&MBRSITY that the capitalization table set forthSchedule C attached hereto represents
all of the issued and outstanding shares of stutions, warrants and other securities of PF deetlate hereof, and no other warrants,
options, stock rights or other securities of PFenbagen issued or are authorized to be issued Bpésd of Directors. PF further represents
and warrants that all Shares issued to UNIVERSITX¥spant to this Agreement shall be duly authorizetidly issued, deemed fully paid a
non-assessable and not issued in violation of aa@dhot subject to, any preemptive rights. Non-paytnor misrepresentation of information
provided to UNIVERSITY by PF under this Agreemestconsidered a material breach and UNIVERSITY teggninate the License
pursuant to Paragraph 11.B. PF hereby agrees toppisonotify UNIVERSITY upon the close of each fimang.

E. Royalties. As partial consideration for the tise granted in Article 3 of this Agreement, PF Ispay UNIVERSITY a Royalty of of Net
Sales of Licensed Product(s) and/or Licensed Méf)day PF, its Sublicensees and Affiliates of itfide Royalty obligation under this
paragraph shall apply to the first Sale of a LieehBroduct(s) and/or Licensed Method(s) whethdé?Byr a Sublicensee. Royalty payments
shall be due quarterly and payable within thirt9)(8ays of the end of each Calendar Quarter beggnini the period in which the first Sale
occurs.

F. Royalty Offset. In the event that, with respieciNet Sales of Licensed Products and/or Licensethbtls, PF is paying royalties to
unaffiliated third parties for patent rights ané tmaffiliated third party patent rights dominate ticensed Patents such that the Licensed
Patents cannot be practiced without infringing stinifd party rights in the absence of a license,Rioyalties due and payable to
UNIVERSITY hereunder shall be proportionally reddd®y of the royalty rate due such third party, inuto event shall the Royalty payable

to UNIVERSITY be less than of Net Sales. By examifléhe royalty due other third parties equaldNet Sales, the Royalty due

UNIVERSITY shall be ; if the royalties due otheirthparties equals or more, of Net Sales, the Rgyhle UNIVERSITY shall be . A
Sublicensee shall not be entitled to any Royaltis@funder this Paragraph 4.F for any third pacgnse it requires. However, PF will be
entitled to the Royalty Offset if it is requiredtike a third party license as described abovesahdequently sublicenses the Licensed Patent:
and the third party patents to a Sublicensee.



G. No Multiple Royalties. One royalty shall be pblgafor Licensed Product(s) and/or Licensed Methpdfgardless of the number of
Licensed Patents which cover such licensed Progjuetd/or Licensed Method(s).

H. Minimum Royalties. Beginning in the calendar iyt includes the third anniversary of the EffeetDate of this Agreement Minimum
Royalties shall be due and payable according tdéalf@ving schedule;

1) If the total Royalties for the calendar yeait thaludes the third anniversary of the Effectivat®of this Agreement are less than , PF shall
pay UNIVERSITY the difference between such amounat the actual Royalties due. Such payment shatidde at the same time payment
for Royalties for the fourth quarter for such yeadue.

2) If the total Royalties for the calendar yeat ihaludes the fourth anniversary of the Effectivate of this Agreement are less than , PF !
pay UNIVERSITY the difference between such amounat the actual Royalties due. Such payment shatidde at the same time payment
for Royalties for the fourth quarter for such yeadue.

3) If the total Royalties for the calendar yeartttihaludes the fifth anniversary of the Effectivat® of this Agreement are less than , PF shall
pay UNIVERSITY the difference between such amoumt ghe actual Royalties due. Such payment shatidge at the same time payment
for Royalties for the fourth quarter for such yeadue.

4) If the total Royalties for the calendar yeatttihaludes the sixth anniversary of the Effectivat®of this Agreement are less than , PF shall
pay UNIVERSITY the difference between such amoumt ghe actual Royalties due. Such payment shatidge at the same time payment
for Royalties for the fourth quarter for such yeadue.

5) If the total Royalties for the calendar year thaludes the seventh anniversary of the Effediiate of this Agreement are less than , PF
shall pay UNIVERSITY the difference between suctoant and the actual Royalties due. Such paymefittshanade at the same time
payment for Royalties for the fourth quarter foclsyear is due.

6) If the total Royalties for the calendar year thaludes the eighth anniversary of the Effectdate of this Agreement, and for every year
thereafter are less than , PF shall pay UNIVERSHHe/ difference between such amount and the aciwalRes due. Such payment shall be
made at the same time payment for Royalties fofdhgh quarter for such year is due.
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I. Calculation of Royalties. Royalties shall be glle in U.S. currency within thirty days (30) dafter the end of each Calendar Quarter for
the Term of the Agreement, beginning with the CaérQuarter in which the first Sale of a LicenseddRct(s) and/or Licensed Method(s)
occurs. A royalty statement showing Net Sales &mhecountry and a calculation of the Royalties shadl accompany each payment. Any
necessary conversion of currency into United Stdddlars shall be at the applicable rate of exclearfgCitibank, N.A., in New York, New
York, on the last day of the Calendar Quarter incWlsuch transaction occurred.

J. Sublicense flow through.

i. For each Sublicense granted by PF the follovgingll apply. PF shall notify UNIVERSITY prior toglexecution of any Sublicense. PF will
disclose the identity of the potential SublicenseEINIVERSITY and shall provide UNIVERSITY with apy of all executed Sublicenses.
All Sublicenses shall provide that the Sublicenseg not grant further Sublicenses to third partiethe aggregate of Average Annual
Payments arising from any sublicense is not at lehgn within sixty (60) days of the fifth annreary of the execution of the Sublicense PF
shall either terminate such Sublicense or pay UNRSH'Y times the difference between the Average AshiRayments and . "Average
Annual Payments" shall mean the aggregate of ataRes and flow through payments made in respkatSublicense over each of the five
year periods ending on each of the fifth, tentitedinth and twentieth anniversary of the date Hetisided by five.

ii. For each Sublicense granted by PF, PF shallfdl/ERSITY of all Compensation. For this Sectiord.4"Compensation” means all fees,
minimum royalties, milestone payments and otheh gagyments of any kind and in kind payments ortgcumounts paid in lieu of cash, paid
by a Sublicensee in consideration of the Sublicet@@mpensation" does not include (i) payments toaftstitute Net Sales that are subject to
Royalties pursuant to Paragraph 4.E.; or (ii) paymer contributions of materials or services frai@ublicensee which PF is obligated to use
in research and development and which qualify aeReh and Development Expenses.

iii. If royalties paid by any Sublicensee to PF ao¢ subject to the obligations under Paragrapibédause PF Sold Licensed Product(s)
and/or Licensed Method(s) to such Sublicenseelzeréfiore paid a Royalty to the UNIVERSITY underdpaph 4.E, any such royalties f
to PF for Sublicensee's sales of Licensed Produat@or Licensed Method(s) shall be subject tostitdicense flow through obligations of
this paragraph.



iv. In the event that, with respect to the Sublg=enf Licensed Patents, PF is required to additipeablicense other intellectual property
which has been licensed from a third party andhehvthird party sublicense flow through is owedd dhat third party licensed intellectual
property dominates the Licensed Patent such tltanised Patents cannot be practiced without infriggfie third party licensed intellectual
property in the absence of a license, the amoumtatid payable to UNIVERSITY hereunder shall be propnally reduced by of the
sublicense flow through obligation due such thiadty, but in no event shall the sublicense flovotlgh payable to UNIVERSITY be less
than of all compensation received by PF from Sebisee. Payments shall be made (or assigned aamtléy UNIVERSITY within thirty

(30) days of receipt by PF. For this purpose corsgton includes all fees, minimum royalties, mibest payments and other cash payments
of any kind and any in kind payments or equity antedaken in lieu of cash. It is the intent andeagnent of the parties that UNIVERSITY
will be paid of any kind of Compensation paid bgablicensee for rights granted to such Sublicenséer this Agreement without regard to
how the Compensation is structured, denominatgzhiat.

K. Sublicense after R&D expenditure of US dollgkssuch time when PF expends US dollars in ReseamdrDevelopment Expenses other
than with Licensor, the sublicense flow throughjeabto 4.J.ii above, for all Sublicenses will lseluced from of Compensation from the date
on which such expenditure is confirmed by UNIVER®ITh the event that, with respect to the SublieeotLicensed Patents after
expenditure of US dollars as described above, P&gisired to additionally sublicense other intdilet property which has been licensed fi

a third party and to which sublicense flow througlbwed, and that third party licensed intelleciuralperty dominates the Licensed Patents
such that the Licensed Patents cannot be pracatittbdut infringing the third party licensed intatkeal property in the absence of a license,
the amount due and payable to UNIVERSITY hereustatl be proportionally reduced by of the subligefisw through obligation due such
third party, but in no event shall the sublicersefthrough payable to UNIVERSITY be less than btampensation received by PF from
Sublicensee. All other Sublicense conditions renaaidescribed in Paragraph J., above.

L. Overdue Payment. PF shall be responsible faxiniotg the full compliance of its Affiliates witlhé terms and conditions of this Agreem
For purposes of payments, PF shall be fully respén$or any payments not made by its Affiliategaling to the terms and
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conditions of this Agreement. Payments due to UNRBETY under this Agreement shall, if not paid wiere under the terms of this
Agreement, bear simple interest at the prime rhteterest (as published by Citibank, N.A. on tlegedsuch payment is due) plus percent (
calculated on the basis of a 360 day year for theber of days actually elapsed, beginning on tleedie and ending on the day prior to the
day on which payment is made in full. Interest agty under this Paragraph shall be due to UNIVERS®h demand or upon payment of
past due amounts, whichever is sooner. The acoruakeipt by UNIVERSITY of interest under this Bgraph shall not constitute a waiver
by UNIVERSITY of any right it may otherwise havedeclare a default under this Agreement or to teatei this Agreement.

M. Records. UNIVERSITY may from time to time andaaty reasonable time, not exceeding once everyw&n@R) months, through such
firm of certified public accountant (auditor) as WERSITY may select, inspect the books and recofdaF and its Affiliates in order to
verify the accuracy of reported statement by P§uofis paid or payable. PF shall, and shall caugdfitmtes, to keep full and accurate books
and records in sufficient detail so that sums dBBMERSITY hereunder can be properly calculated.iSmaoks and records shall be
maintained for at least five (5) years after the&tty reporting period(s) to which they relate. Be@nd records shall include but not be
limited to:

i. Accounting General Ledgers

ii. Invoice/Sales Registers

iii. Original Invoice and Shipping Documents

iv. Federal and State Business Tax Returns

v. Company Financial Statements

vi. Sales Analysis Reports

vii. Inventory and or Manufacturing Records

viii. Sub-License and Distributor Agreements

ix. Price Lists, Product Catalogs and Other Marigtaterials

After completion of any such examination, UNIVERSI$hall promptly notify PF in writing of any proped modification to PF statement of
sums due and payable. If PF accepts such modditatr if the Parties agree on other modificatiame Party shall promptly pay or credit
other in accordance with such resolution. Such éxation shall be made at the expense of UNIVERSIOMess such examination discloses
a discrepancy of five percent (5%) or more in throant of Royalties and other payments due UNIVERSIH such case PF shall be
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responsible for reimbursing UNIVERSITY for the exaation fee and expenses charged by the auditor.ulilderpayment as determined by
the auditor will bear interest at five percent (53¢ month from the date the royalty payment was & agrees to pay past due royalties for
any royalty deficiency error as determined by thdi@r, which affects periods within the period endudit. In addition, PF agrees to pay
due royalties for any royalty deficiency error a&tedmined by the auditor, which affects periodsipid the period under audit. UNIVERSI1
and the auditor shall maintain in confidence sunspéction and its resulting report. The auditor finagn time to time consult the
UNIVERSITY and any of its' employees or third pactyunsel on questions as they relate to the lickteghnology. The auditor may not
disclose financial or proprietary information extap required by the license agreement or if @ady exists in the public domain. No other
confidentiality agreement shall be required to aartdhe audit of the PF's books and records.

5. Diligence.

A. FDA Approval. PF agrees to use its best efftrtle and receive Food and Drug Administratio{ approval for either a Licensed
Product(s) and/or Licensed Method(s) on or befaier&rary 20, 2011.

B. Development Plan. Upon execution of this Agreetnasd on each anniversary of the Effective DatinefAgreement until first

commercial Sale, PF shall provide the UNIVERSITYhwa commercial development plan for Licensed Pet@y Such summary shall
include statements regarding research and develupptens and expenditures, product milestones elladied timetable schedules,
government or regulatory timetables, market enitngtables, and sales and marketing plans and defiai@ncial data. Until PF and its
Sublicensees and Affiliates of either have sperdggregate of US dollars on Research and Developgrenses as required in Paragraphs
5.E and 5.F below, PF shall provide an annual tegfdhe itemized expenditures toward researchdavelopment of Licensed Product(s)
and/or Licensed Method(s). Such report shall bmied in conjunction with the definition of Resdaend Development Expenses and will
include an explanation regarding the percent commnit of employees, materials, equipment, facilitied contracts toward the development
of Licensed Product(s) and/or Licensed Method(s).

C. Sale Deadline. If PF fails to make a Sale obhied Product(s) or Licensed Method(s) by Febr2@n2011, UNIVERSITY shall have the
right to unilaterally terminate this Agreement. Buermination shall be effective thirty days (3@ganotice to PF.

D. Notification of First Sale. PF agrees to imméelianotify UNIVERSITY in writing when Sales of Lémsed Product(s) and/or Licensed
Method(s) first occur and when PF's obligation@gib making Royalty payments begins.
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E. Research Expenditures. PF shall demonstratet @ixpenditure of at least US dollars on Reseanchzevelopment Expenses before
February 2006. Such expenditure may be made soyeBF or by PF and its Sublicensees, but in notestll the total expenditure by
Sublicensees account for greater than fifty (50&s¢ent of the US dollars required to satisfy tHigeince obligations of this Paragraph. If PF
fails to comply with the diligence obligation inisHParagraph, the Agreement shall be amendedtticteéke grant as follows: 1) an exclusive
license in two cell therapy areas chosen fromiief maladies in the Licensed Patents, ie: padir's disease, cardiac revascularization,
disease, etc. (such areas to be determined byri@R))aa non-exclusive in the remainder of the Figlach two exclusive areas will be
identified in an amendment to this Agreement t@kecuted within thirty (30) days of notification B from UNIVERSITY that the diligen:
obligation under this Paragraph was not met. Faitarexecute an amendment within the thirty (3@)sdsives the UNIVERSITY the right to
unilaterally terminate this Agreement effectiverty(30) days after notice of termination is giverPF.

F. Research Expenditures. PF shall demonstratet @ixpenditure of an aggregate of at least US doflacluding amounts spent pursuant to
Paragraph 5.E) on Research and Development Expbegae February 20, 2008. Such expenditure mapdwie solely by PF or by PF and
its Sublicensees, but in no event shall the totpéaditure by Sublicensees account for greater fiftsir{50%) percent of the US dollars
required to satisfy the diligence obligations d§tRaragraph. If PF fails to comply with the dilige obligation in this Paragraph but has met
the diligence obligation in Paragraph 5.E., thee®&gnent shall be amended as follows: 1) an excliisieese in two cell therapy areas chosen
from the list of maladies in the Licensed Pateietsparkinson's disease, cardiac revascularizalivar, disease, etc. (such areas to be
determined by PF) and 2) a non-exclusive in theaieder of the Field. Such two exclusive areas béllidentified in an amendment to this
Agreement to be executed within thirty (30) daysafification to PF from UNIVERSITY that the diligee under this Paragraph was not |
Failure to execute an amendment within the thi3g) days gives the UNIVERSITY the right to unilatily terminate this Agreement

effective thirty (30) days after notice of termiioat is given to PF. If PF fails to comply with td#igence obligation in this Paragraph and has
failed to meet the diligence obligation in ParadyagE., the Agreement shall be amended as folltvesexclusive license shall be amended to
a non-exclusive license in the Field. Such an ammamd to this Agreement to be executed within thig®) days of notification to PF from
UNIVERSITY that the diligence under Paragraphs autd 5.F. were not met. Failure to execute an amentiwithin the thirty (30) days
gives the UNIVERSITY the right to unilaterally teimate this Agreement effective thirty (30) daysaftotice of termination is given to PF.
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6. Patent Prosecution and Maintenance.

A. Prosecution and Maintenance. UNIVERSITY shalkbly responsible for the preparation, filingpgecution and maintenance of the
Licensed Patents. UNIVERSITY shall cause its pateninsel to provide PF with a list of the countiiesvhich it has filed and/or intends to
file applications. UNIVERSITY agrees to file apg@toons in the additional countries requested byiRIEss it otherwise notifies PF under
Paragraph 6.D. PF and UNIVERSITY agree to makeaangndments necessitated by such decisions to Sehkdiu a timely manner. PF
agrees to cooperate, and agrees to cause its &uwtsies and Affiliates of either to cooperate, WiMiVERSITY in the preparation, filing,
prosecution and maintenance of the Licensed Pabgrdgsclosing such information as may be necedsarthe same and by promptly
executing such documents as UNIVERSITY may readgrraquest in connection therewith. PF and its Beblsees and Affiliates of either
shall bear their own costs in connection with tle@operation with UNIVERSITY under this ParagrapiNIVERSITY will provide PF copie
of all material documents received or prepared BYMERSITY in the prosecution and maintenance ofltliensed Patents. UNIVERSITY
shall provide copies in a timely manner to allowd@Fopportunity to comment and request changesVBREITY shall reasonably include
comments of PF in the prosecution of Licensed Rsiten

B. Patent Costs. PF agrees to pay all necessameardnable third party fees and expenses incogrédNIVERSITY in obtaining and
maintaining the Licensed Patents, including thaserred by UNIVERSITY prior to the Effective datéthis Agreement. PF shall pay,
concurrent with the execution of this Agreemerithitorical patent costs incurred by UNIVERSITYarto the Effective date of this
Agreement. Payment for fees and expenses incuftexdtlae Effective Date shall be invoiced to PFaomonthly basis and PF agrees to pay
such invoices within thirty (30) days of receipE &so agrees upon request by UNIVERSITY to makellfy estimated advanced payments
for the filing of national applications. Documeitat received from third party vendors to suppoet #imounts invoiced shall be included with
each invoice. PF shall raise any objections to sushunts invoiced within the thirty (30) day timerjpd for payment. Invoices for advanced
payments shall be reconciled with the advance paygmaade by PF every six (6) months. Any excesmpay by PF shall be credited to
future patent costs specified herein. PF will tepomsible for the reimbursement until such tim&/B$VERSITY licenses Licensed Patents
additional third parties for each respective pastinuld the rights granted in Article 3. be rededirsubject to PF lack of diligence under
Article 5. At such time when additional licensee axecuted, the percent responsibility will be ad to reflect an equally shared
reimbursement responsibility among all licensee&iiting previous payments. PF will be reimbursedJbYVERSITY for past payment
above the equally shared reimbursement respomgibpion UNIVERSITY's receipt of historical patemtst payment by any additional
licensee. Ongoing patent costs will be separatéigdito each licensee representing an equal patesitreimbursement responsibility.
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C. Election not to pay patent costs. If PF dectdaso longer support patent costs for a specifeehsed Patent listed in Schedule A, or a
particular jurisdiction for a specific Licensed @t listed in Schedule A, or a particular issuegending patent application claiming priority
to a Licensed Patent listed in Schedule A, PF stadify UNIVERSITY in writing. Upon receipt of suamotice, the patent rights at issue will
thereafter be excluded from the license grantedumeter, and UNIVERSITY shall be free to licensehstights to third parties, without any
further obligation to PF. PF shall continue to reimse UNIVERSITY for all costs incurred up to thetelninety

(90) days after the date of receipt of such notice.

D. Failure to Pay Patent costs. If PF declinesiss fo make advance payments or pay or reimbul®&/BRSITY for all or any portion of th
patent fees and expenses (including maintenaneg dseequired by Paragraph 6.B. for any Licensddr®, PF's rights with respect to all
such applications and patents for which PF failsédke advance payments or does not reimburse UNBIER shall terminate effective
thirty (30) days after written notice from UNIVERBY requesting such payment, unless payment inguttade within such time. Not
withstanding the foregoing, failure to pay patemdts hereunder is a material breach of this Agre¢imed the UNIVERSITY has the right to
terminate the Agreement as defined in Article 11.

7. Warranties; Indemnification, Assumption of Riksurance.

A. The UNIVERSITY represents the following:

1) the execution, delivery, and performance of &gseement by UNIVERSITY has been duly authorizgdilh necessary corporate action;
2) it has the full power and authority to entepiand carry out its obligations under this Agreetmen

3) UNIVERSITY is acquiring the Shares and Additib8aares for its own account, for investment andwith a view to, or for resale in
connection with, any distribution, or public offegi thereof within the meaning of the Securities #fc1933, as amended (the "Act") and
applicable state securities laws;

4) UNIVERSITY understands that (A) the Shares addifional Shares

(i) have not been registered under the Act or aate securities laws, (i) will be issued in reka@rupon an exemption from the registration
prospectus delivery requirements of the Act purst@mSection 4(2) and/or Regulation D thereof) (ill be issued in reliance upon
exemptions from the registration and prospectuise® requirements of state securities laws whalhte to private offerings and (iv) must
held by the undersigned indefinitely, and (B) UNRE&ITY must therefore bear the economic risk of dngbstment indefinitely unless a
subsequent disposition thereof
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is registered under the Act and applicable statar#iees laws or is exempt therefrom. UNIVERSIT Yther understands that such exempti
depend upon, among other things, the bona fide@alfithe investment intent of the undersigned esped herein. Pursuant to the foregoing,
UNIVERSITY acknowledges that the certificate repring the Shares and Additional Shares acquirddMWERSITY shall bear a
restrictive legend substantially as follows:

"The Securities represented by this certificatesalgect to restrictions on transfer under the 8tes Act of 1933 (the "Act"), as amended,
and state securities laws, and may not be offereddie, sold, assigned, transferred, pledgedharaise disposed of unless (i) registered
under the applicable securities laws or (ii) anneggon from registration is available.”

5) UNIVERSITY is an "accredited investor" withinglmeaning of Rule 501 of Regulation D under theuBges Act, as presently in effect;
and

6) UNIVERSITY is relying solely on investigationsagie by UNIVERSITY and its representatives in thgusition of the Shares and the
Additional Shares. UNIVERSITY has had an opportpiitdiscuss PF's business, management, finarfGalsaand prospects with its
management and the opportunity to review PF'sifi@s) financial statements, public filings and imess plan. UNIVERSITY has also had an
opportunity to ask questions of management, whigtstions were answered to UNIVERSITY's satisfaction

B. Disclaimer of Warranties. Other than the repnésstgons under Section

7.A, UNIVERSITY, Argonne National Laboratory, ThedE, and the U.S. Government, and/or persons actirfiehalf of said, make no
representations or warranties of any kind, expoessplied, with respect to the invention(s) cladhia the Licensed Patents or with respect to
the Licensed Patents themselves, including bulimded to, any representations or warranties alf@uhe validity, scope or enforceability of
any of the Licensed Patents; (ii) the inventior{g)med in the Licensed Patents or with respetitéd_icensed Patents themselves; (iii)
whether the practice of any claim contained in aefithe Licensed Patents will or might infringe dqua or other intellectual property right
owned or licensed by a third party;

(iv) the patentability of any invention claimedthe Licensed Patents; or (v) the accuracy, safetysefulness for any purpose of any process
made or carried out in accordance with or throlghuse of the Licensed Patents.

C. Indemnification. PF agrees to, and will causg &ublicensee and Affiliates of either to, indergndefend and hold harmless
UNIVERSITY, the U.S. Government, and Affiliateseither and all trustees, directors, officers, emeés, fellows and agents of any of the
foregoing (each an "Indemnified Person") from agdiast any and
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all claims, demands, loss, damage, penalty, costpense (including attorneys' and witnesses'dadscosts) of any kind or nature, arising
from the development, production, use, sale, lieersother disposition of Licensed Product(s) anticensed Method(s) by PF, its
Sublicensees and Affiliates of either, or use afelnised Patents and all activities associated thidrancluding clinical trials, or any use of
information provided by UNIVERSITY to PF. PF agreasd will cause any Sublicensee and Affiliategitlier to agree not to sue any
Indemnified Person in connection with the use anexamination of the Licensed Patents and all aetssassociated therewith.
UNIVERSITY shall be entitled to participate at theption and expense through counsel of their oglecsion, and may join in any legal
actions related to any such claims, demands, lpdsesages, costs, expenses and penalties. Pmehald will cause its Sublicensees and
Affiliates of either, not to enter into any settlemt affecting any rights or obligations of any Indefied Person or which includes an express
or implied admission of liability, negligence oramgdoing by any Indemnified Person, without th@ipwiritten consent of such Indemnified
Person.

D. Assumption of Risk. PF assumes the entire ristoahe performance safety and efficacy of LicdrBeducts or any invention claimed in
the Licensed Patents. Indemnified Persons shalbb@oesponsible or liable for any injury, lossdamage of any kind, including but not

limited to direct, indirect, special, incidental@ynsequential damages or lost profits to PF orcdintlye foregoing, or for any such injury, loss
or damage to any other individual or entity, redesd of legal theory based on the use of Licenseel®s and all activities associated
therewith. The above limitations on liability apmyen though the Indemnified Person may have beeised of the possibility of such injur
loss or damage. PF shall not and will cause itdiGiisee's and Affiliates of either not to make agyeements, statements, representations o
warranties or accept any liabilities or responiibd whatsoever with regard to any person or gntihich are inconsistent with this
Paragraph.

E. Insurance.

i. Insurance for Research Application Use. PF shalll shall cause its Sublicensees and Affiliafestber to, for so long as such entity
manufactures, uses or sells any Licensed ProdwaifBpr Licensed Method(s) for research applicatiomaintain in full force and effect
policies of (a) worker's compensation insurancéivistatutory limits, (b) employers' liability insance with limits of not less than one
million dollars ($1,000,000) per occurrence andg@heral liability insurance with limits of not fethan one million dollars ($1,000,000) per
occurrence with an annual aggregate of two milioiars ($2,000,000). and (d) prior to the salamy products, products liability insurance,
with limits of not less than one million dollars1($00,000)) per occurrence with an annual aggreafataee million dollars ($3,000,000).
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ii. Insurance for Clinical Applications. If any &fF, its Sublicensee or any Affiliates of either mm@ctures, uses or sells any Licensed Product
(s) and/or Licensed Method(s) for clinical appliocas, PF shall immediately notify UNIVERSITY in Mirig, and such entity shall maintain in
full force and effect policies of (a) worker's coamsation insurance within statutory limits, (b) éoyprs' liability insurance with limits of not
less than one million dollars ($1,000,000) per ocnce, (c) general liability insurance (with Brdaokrm General Liability endorsement) w
limits of not less than five million dollars ($50000) per occurrence with an annual aggregaterofriillion dollars ($10,000,000) and (d)
products liability insurance, with limits of notste than five million dollars ($5,000,000) per oceace with an annual aggregate of twenty
million dollars ($20,000000). PF's insurance fanichl applications shall be reviewed by UNIVERSITigon the fifth and tenth anniversary

of the Effective Date of this Agreement. At suahés the UNIVERSITY may require PF to purchaselaotaéxtended reporting coverage

plan and may also require an increase in coveragriats proportional to inflation and the inflatiohmedical liability standards.

iii. Insurance Policy Requirements. Such coverggaiall be purchased from a carrier or carriersritgaan A. M. Best rating of at least A- (A
minus) and shall name UNIVERSITY as an additionalired. PF shall provide to UNIVERSITY copies oftifieates of insurance within
thirty (30) days after execution of this Agreeme3uch insurance shall be primary and noncontrilyutmany insurance UNIVERSITY and
Affiliates may have. At UNIVERSITY's request, PHigupply UNIVERSITY from time to time with copiesf each such policy, and will
notify UNIVERSITY in writing at least thirty (30)als prior to any termination of or change in cogerander any such policies.

8. Confidential Information and Publication.

A. All information submitted by one Party to thénet concerning the Licensed Product(s) and/or lsedrMethod(s), the invention(s) clain
in the Licensed Patents shall be considered asdestial ("Confidential Information™) and shall lnélized by the receiving Party only
pursuant to the licenses granted hereunder. Dtingerm of this Agreement and for a period of {{Bgyears thereafter, neither Party shall
disclose to any third party any Confidential Infation received from the other Party without thec#iiewritten consent of such Party. The
foregoing shall not apply where Confidential Infation a) was or becomes public through no fauthefreceiving Party, b) was, at the time
of receipt, already in the possession of the réogiParty as evidenced by its written records,

c) was obtained from a third party legally entittecduse and disclose the same, or d) is requirddvyo be disclosed to a governmental
agency.

B. UNIVERSITY agrees to preserve as confidential and all trade secrets, privileged records orropheprietary information belonging to
PF, marked as Confidential and disclosed to UNIVHRSFor disclosure of proprietary information betfing to PF by oral communication,
such disclosure will be reduced to writing, marksdConfidential, and sent to UNIVERSITY within tweeks of disclosure to
UNIVERSITY.
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C. PF acknowledges the UNIVERSITY's strong ingtitudl policy favoring the retention of publicatidghts and dependence upon
publication as an essential means of intellectwehange. UNIVERSITY shall have the right to publibke results of and disseminate
information to the extent that proprietary tradersés or confidential information provided by PRINIVERSITY are not disclosed.

9. Marketing and Advertising.

A. The Parties agree not to use the name of ther aflerementioned, in any commercial activity, presdeases, marketing, advertising or <
brochures except with the prior written conserthefother Party, which consent may be granted ththeld in such Party's sole discretion. PF
further agrees not to use and shall prohibit itsliSansees and Affiliates of either from using tzane of the University of Chicago, Argonne
National Labs, The DOE, and/or the U.S. Governnreany commercial activity with out the prior watt consent of the UNIVERSITY. F
may, upon receiving approval from UNIVERSITY, apglych approval to subsequent iterations of the seotity provided that the content
and presentation of the approved material is nahghkd in terms of scope, scale or purpose. Fotiaddi clarification by example, it is
intended that for approved material used in présgnb potential investors of PF the approved nialtenay be presented to several investors
at different times with out need for approval ofle@resentation.

10. Infringement.

A. Notice of Infringement. In the event of an imigement of a Licensed Patent, each Party shalltezether written notice if one of them
becomes aware of any infringement by a third pafigny Licensed Patent. Upon notice of any suctingément, the parties shall promptly
consult with one another with a view toward reaghigreement on a course of action to be pursued.

B. PF's Right to Bring Infringement Action. If airith party infringes any patent included in the lrsed Patents within the Field, PF shall t
the right to institute and prosecute an actionroceeding to abate such infringement and to resateb matter by settlement or otherwise
with the permission of UNIVERSITY. PF agrees toifyoty NIVERSITY of its intention to bring an actioor proceeding prior to filing the
same and in sufficient time to allow UNIVERSITY thpportunity to discuss with PF the choice of califer such matter. PF agrees to hire
counsel reasonably acceptable to UNIVERSITY. PH geap UNIVERSITY timely informed of material delepments in the prosecution or
settlement of such action or proceeding. PF skeafeBponsible for all costs and expenses of amgract proceeding against infringers which
PF initiates. UNIVERSITY may be represented
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by counsel in any such legal proceedings actiraniadvisory but not controlling capacity, the exgeenf which shall be subject to
reimbursement by PF. UNIVERSITY shall cooperatéyfbly joining as a party plaintiff if required todo by law to maintain such action or
proceeding and by executing and making availabté skocuments as PF may reasonably request. PFsagrpeomptly reimburse
UNIVERSITY for its reasonable third party out-ofgl@t fees and expenses incurred in joining an actigroceeding or cooperating with
PF. All amounts of every kind and nature recovdrenh an action or proceeding of infringement bydPill belong to PF. After deduction of
the fees and expenses of both parties to this Aggag any remaining amounts recovered shall beideresl Net Sales under this Agreement
and subject to Royalty payments in accordance Auvititle 4.

C. PF Discretion. The prosecution, settlementbaindonment of any action or proceeding under Papigt0.B. shall be at PF's reasonable
discretion provided that PF has timely informed VERSITY of material developments of such action.dRg&ll not have any right to
surrender any of UNIVERSITY's rights to the Licedi$®atents or to grant any infringer any of UNIVER®k rights to the Licensed Patents
without UNIVERSITY's written consent.

D. UNIVERSITY's Right to Bring Infringement Actioif. a third party infringes any patent includedtire Licensed Patents within the
Exclusive Field which UNIVERSITY wishes to prosegutUNIVERSITY shall first notify PF in writing anequest that PF bring an action or
proceeding against the infringing third party. F Beclines or fails to bring such an action or peating within thirty (30) days of receipt of
the notice, UNIVERSITY shall have the right, atstde discretion, to institute and prosecute aadair proceeding to abate such
infringement and to resolve such matter by setttégroe otherwise. PF shall cooperate fully by jomes a party plaintiff if required to do so
by law to maintain such action and by executing imwadting available such documents as UNIVERSITY memasonably request. If the
amounts recovered by UNIVERSITY exceed its reaskentilird party fees and expenses, UNIVERSITY agtegsmy PF for its reasonable
third party expenses incurred by it in cooperatmthe action or proceeding. Except as specifigatlyvided in this Paragraph, UNIVERSITY
shall have the right to retain all amounts recodtereevery kind and nature. Amounts recovered byMBRSITY shall not be considered Net
Sales under this Agreement and shall not givetageoyalty payments. Nothing in this Paragraphldtekonstrued to affect PF's rights un
this Agreement to sublicense the Licensed Patentdded, however, that once the UNIVERSITY hasitngtd legal proceedings against, or
settlement discussions with, an alleged infringedar this Paragraph, PF shall not grant a subleeemsuch alleged infringer without the pi
written consent of UNIVERSITY.
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11. Termination.

A. Unless terminated earlier pursuant to ParagragtB or 11.C, this Agreement shall terminate adhte of expiration of the last to expire
of the Licensed Patents.

B. UNIVERSITY's Right to Terminate. UNIVERSITY shdlave the right to terminate this Agreement akfes, in addition to all other
available remedies:

1) If PF fails to pay any Royalties, patent coststber payment when due, this Agreement shalliteata effective ninety (90) days after
UNIVERSITY's written notice to PF to such effechless PF makes such payment within the ninety @93 or has cured such failure to the
satisfaction of the UNIVERSITY.

2) If PF fails to comply with any material obligati other than Diligence provisions in Paragraphabé 5F of this Agreement, the
UNIVERSITY may at its sole discretion terminate thgreement effective ninety (90) days after UNIVHER®Ss written notice to PF
describing such failure, unless PF cures suchriatinthe satisfaction of UNIVERSITY within the eity (90) days.

3) If PF shall have filed by or against it a petitunder any bankruptcy or insolvency law and quetftion is not dismissed within ninety (90)
days of its filing, or if PF makes an assignmenalbbr substantially all of its assets for the &ftnof its creditors UNIVERSITY may
terminate this Agreement by written notice effegtas of the (i) date of filing by PF of any suchitpm, (ii) date of any such assignment to
creditors, or (iii) end of the ninety (90) daysipetition is filed against it and not dismissedshgh time, whichever is applicable.

4) If PF shall be dissolved, liquidated or otheemigases to exist, other than for reasons speadifignis Article 11, this Agreement shall
automatically terminate as of (i) the date artiaédissolution or a similar document is filed oghlalf of PF with the appropriate government
authority or (ii) the date of establishment ofguidating trust or other arrangement for the wigdip of the affairs of PF.

5) Any previous waiver by the UNIVERSITY, of the WERSITY's right to terminate this Agreement, shadk constitute a waiver on any
subsequent right of the UNIVERSITY to terminate enthis Article 11.

C. PF's Right to Terminate. PF may terminate tlgse&ment at any time by giving UNIVERSITY ninetyjlays prior written notice.

D. Rights Upon Termination. Other than as provigeBaragraph 11.E. below, upon Termination of gseement, for any reason, PF shall
have no further rights to the Licensed PatentsagtEes to immediately cease distribution of anysedu.icensed Product(s) and shall proy
UNIVERSITY with a complete list of all such unuskidensed Product(s), ("Inventory) within ten (1@yd of termination and all such
Inventory shall be destroyed within six (6) mondifieer termination. PF shall provide UNIVERSITY witlritten documentation of such
destruction.
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E. Survival. (i) All causes of action accruing ither party under this Agreement shall survive tieation for any reason, as well as (1) PF
obligation to pay Royalties, fees and other paysantrued prior to the date of termination and Wwiwere not paid or payable before
termination, and (2) PF obligation to report NeteSand to keep records as set forth in this AgeggnThe milestone obligation of Article
4.C.ii and all provisions inclusive from Articlet@ Article 10 survive termination or expirationtbie Agreement. (ii) During the six (6) month
period following termination of this Agreement, RRy sell Inventory by requesting permission, frolIVERSITY, on a case by case basis
to sell such Inventory. Such request will be maderiiting to the address listed in this Agreeméfithe UNVERSITY grants permission to
sell any Inventory, such Sales shall be subjetiiedRoyalty obligations under Paragraph 4.E.

12. Export Regulations.

A. To the extent that the United States Export @drRRegulations are applicable, neither PF nor URIRSITY shall, without having first
fully complied with such regulations, (i) knowingisansfer, directly or indirectly, any unpublisheghnical data obtained or to be obtained
from the other party hereto to any destination(jipknowingly ship, directly or indirectly, any pduct produced using such unpublished
technical data to any destination. PF acknowledlgtsthe export of any products and/or technict ilmm the United States may require
some form of export control license from the U.®v&rnment. Failure to obtain any required expeodrses by PF may result in PF
subjecting itself to criminal liability under U.&aws.

B. U.S. Competitiveness. PF agrees that any LickRseduct(s) and/or Licensed Method(s) for useate m the United States shall be
manufactured substantially in the United States.

13. Entire Agreement, Amendment, Waiver.

A. The Agreement together with the Schedules atfdi¢tereto constitute the entire agreement betweeRarties regarding the subject matter
hereof, and supersedes all prior written or ora¢@gents or understandings (express or impliedyd®t them concerning the same subject
matter. The Agreement may not be amended or mddifkeept in a writing signed by duly authorizedressgntatives of each Party. No wa

of any default hereunder by either Party or anlpfaito enforce any rights hereunder shall be deeimeonstitute a waiver of any subsequent
default with respect to the same or any other jgiomihereof.
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14. Notice.

Any notice required or otherwise made pursuanhi®Agreement shall be in writing, sent by registeor certified mail properly addressed,
or by facsimile with confirmed answer-back, to titeer Party at the address set forth below or &t sther address as may be designated by
written notice to the other Party. Notice shalldeemed effective three (3) business days followhegdate of sending such notice if by mail,
on the day following deposit with an overnight deuyif sent by overnight courier, or upon confimrenswer-back if by facsimile.

If to UNIVERSITY: If to PharmaF rontiers Corp.:
Office of Technology & David B. McWi liams, President
Intellectual Property 2408 Timberlo ch Place, Suite B7
5555 S. Woodlawn, Suite 300 The Woodlands , Texas 77380

Chicago, IL 60637 USA
Attention: Director

15. Assignment. This Agreement shall be bindinghenParties hereto and upon their respective ssoceand assigns. Notwithstanding
Section 3.A., either Party may at any time, upoittem notice to the other party, assign or delegme successor to all or substantially all of
its business any of its rights and obligations heder, provided that any such assignment or detegahall in no event relieve either Party of
its primary responsibility for the same. Exceppasvided in the preceding sentence, and exceptoagded in Paragraph 11.B.3, PF may not
assign this Agreement without the prior written semt of UNIVERSITY, which consent shall not be was@nably withheld, and any
attempted assignment in violation thereof shaWdid. UNIVERSITY may assign this Agreement at ainyet to any third party on written
notice to PF. In such event, the assignee shalbstituted for UNIVERSITY as a party hereto, ardIVERSITY shall no longer be bound
hereby.

16. Governing Law. To the extent there is no aiblie federal law, the interpretation and perforneamicthis Agreement shall be governec
the laws of the State of lllinois applicable to trants made and to be fully performed in that state

17. Force Majeure. Except for the obligation to,gag parties shall not be liable for any failuweperform or observe any term of this
Agreement if performance or observance has beayel@| hindered, restricted or prevented by anyioigtance not within the direct control
of the parties, including without limitation, Aaté God, strikes, lock-outs, war, hostilities or theeat thereof, or compliance with any valid
order of any governmental or public authority, #meltime or times for performances of the obligagion the respective parties parts to be
performed herein shall be extended by a periodléqueach such period of delay provided that suattypshall immediately give notice to the
other party in accordance with the provisions &f thgreement and shall endeavor to remove or rertieglgause thereof with all due
diligence and expedition. "Force Majeure" shall imastude financial hardship or a lack of funds taka payment.
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18. Counterparts. This Agreement may be executsdvaral counterparts, each of which shall be ddeaneoriginal and all of which togett

shall constitute one and the same document.

IN WITNESS WHEREOF, the Parties hereto have cattsisdAgreement to be executed by their respectiag authorized officers or

representatives and

si gned bel ow,

Uni versity of Chicago

By: /s/ Al an Thonmas

Nane: Al an Thonas
Title: Director of Technol ogy Transfer
Date: 12/30/04

Phar maFronti ers Corp.

By: /s/ David B. McWIIians
Name: David B. McWIIians
Title: Chief Executive Oficer
Date: 12/30/04



Schedule A
UCTech Case # ANL-IN-02-021
US Patent application - 10/704,110, title "Humasmstell materials and methods"
PCT application - US03/35538
UCTech Case # ANL-IN-04-010
US Patent application - title "Human Stem Cell Mitls and Methods."
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Schedule B
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Schedule C
PharmaFrontiers Corp. Capitalization Table
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

[, David B. McWilliams, certify that:
1. I have reviewed this annual report on Form 1BK$PharmaFrontiers Corp. (the "registrant);

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. Evaluated the effectiveness of the registralidslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. Disclosed in this report any change in the tegi's internal control over financial reportifgat occurred during the registrant's fourth
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

/sl DAVID B. MCW LLI AMS

David B. McWIIians
Presi dent and Chief Executive Oficer

Date: April 14, 2005
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Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, C. William Rouse, certify that:
1. I have reviewed this annual report on Form 1BK$®PharmaFrontiers Corp. (the "registrant”);

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. Evaluated the effectiveness of the registralidslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. Disclosed in this report any change in the tegi's internal control over financial reportifgat occurred during the registrant's fourth
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

/sl C. WLLI AM ROUSE

C. WIIliam Rouse
Chief Financial Oficer and Principal Accounting O ficer

Date: April 14, 2005
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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@fficer of PharmaFrontiers Corp. (the "Company§reby certifies, to such officer's
knowledge, that the Company's Annual Report on FODAKSB for the year ended December 31, 2004 (@epbrt") fully complies with the
requirements of Section 13(a) or Section

15(d), as applicable, of the Securities ExchangeoA&934 and that the information contained in Report fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

/sl DAVID B. MCW LLI AMS

David B. McWIIians
Presi dent and Chief Executive O ficer

Date: April 14, 2005
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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@fficer of PharmaFrontiers Corp. (the "Company§reby certifies, to such officer's
knowledge, that the Company's Annual Report on FODAKSB for the year ended December 31, 2004 (@epbrt") fully complies with the
requirements of Section 13(a) or Section

15(d), as applicable, of the Securities ExchangeoA&934 and that the information contained in Report fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

/sl C. WLLI AM ROUSE

C. WIIliam Rouse
Chi ef Financial O ficer and Principal Accounting O ficer

Date: April 14, 2005
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