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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-QSB/A
(Amendment No. 1)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2007

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT
For the transition period from to

Commission File Number: 001-33004

Opexa Therapeutlcs Inc.

(Exact name of Issuer as specified in its charter)

Texas 76-0333165
(State of Incorporatior (IRS Employer Identification No

2635 North Crescent Ridge Drive
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( Address of Principal Executive Offices)
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Explanatory Note

We are amending our Quarterly Report on FormQBEB for the for the quarter ending September 3@72@ connection with restating our consolidatetaficia
statements for the three months and nine monthsdeSdptember 30, 2007 and 2006 and for the peaiodaly 22, 2003(Inception) to September 30, 20 restatement of ¢
financial statements is the result of our determdmathat the intangible assets associated withattwpiisition of Opexa Pharmaceuticals, Inc., thevéisity of Chicago technolos
license and the Shanghai Institutes for BiologiBalences, Chinese Academy of ScienceshefPeoples Republic of China technology licenseukhhave been recorded
acquired in process research and development.

The purpose of this amendment is to restate thenaganying financial statements for the reasonhéurtiescribed in Note 3 to the financial statemerdtisided in Iter
1 (Financial Information) herein.




PART |
FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

OPEXA THERAPEUTICS, INC.
(a development stage company)
BALANCE SHEETS (RESTATED)
(unaudited)

Assets

Current asset:
Cash and cash equivalel
Investment in marketable securit
Other current assets
Total current asse

Property & equipment, net accumulated depreciatiopb32,585 and $395,284, respectively
Total assets

Liabilities and Stockholders' Equity

Current liabilities:
Accounts payabl
Stock payable
Accrued expense
Note payable
Current maturity of loan payab
Derivative liability
Total current liabilities

Long term liabilities:
Loan payable

Total liabilities

Commitments and contingenci

Stockholders' equity

Convertible preferred stock, no par value, 10,000 6hare:
authorized, none issued and outstan(

Common stock, $0.50 par value, 100,000,000 shart®azed,
6,696,784 shares issued and outstan

Additional paid in capita

Deficit accumulated during the development stage
Total stockholders' equity

Total liabilities and stockholders' equity

Restated Restated
September 30 December 31
2007 2006
$ 5,844,29" $ 12,019,91

- 2,952,091

385,71 472,88
6,230,011 15,444,89
1,355,75: 1,361,37

$ 7,585,76' $ 16,806,26
$ 1,226,87" $ 868,86.
- 112,44(

791,13: 135,06¢

- 1,500,001

59,22¢ 14,08(

- 6,656,67

2,077,23 9,287,12:
177,33¢ 96,24
2,254,57! 9,383,37!
3,348,35! 3,348,35
75,863,58 63,118,18
(73,880,74) (59,043,63)
5,331,19: 7,422,89:

$ 7,585,76' $ 16,806,26




Research and developme

General and administratiy

Depreciatior

Loss on disposal of assets
Operating los:

Interest income
Other income
Gain on extinguishment of de
Gain (loss) on derivative liabilit
Interest expense

Net loss

Basic and diluted loss per shi

Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(a development stage company)
STATEMENTS OF EXPENSES (RESTATED)
Three and Nine Months ended September 30, 2007 a2806 and the
Period from January 22, 2003 (Inception) to Septendr 30, 2007

(unaudited)
Restated Restated Restated Restated Restated
Three Months Three Months Nine Months Nine Months Inception
Ended Ended Ended Ended through
September 30 September 30 September 30 September 30 September 30
2007 2006 2007 2006 2007
$ 3,189,251 % 2,113,871 % 10,148,93 $ 4,532,241 $ 50,834,61
842,07¢ 1,430,50° 2,557,60! 5,676,22. 16,764,07
50,44¢ 49,82« 149,37: 122,46¢ 434,62
- 2,01t 4,03¢ 2,377 486,34
(4,081,78) (3,596,22) (12,859,94) (10,333,30) (68,519,65)
102,29: 259,14: 423,08t 477,54 1,199,30
- - - 46,45( 77,00¢
1,612,441 - 1,612,441 - 1,612,441
- 2,418,07 - (860,13() -
(4,737) (27¢) (10,875 (891) (8,249,83)
$ (2,371,78) $ (919,28) $ (10,835,29) $ (10,670,33) $ (73,880,74)
$ 035 $ 019 $ (162 $ (2.1¢) N/A
6,696,78 6,696,78 6,696,78 4,950,86. N/A




OPEXA THERAPEUTICS, INC.
(a development stage company)
STATEMENTS OF CASH FLOWS (RESTATED)

Nine Months Ended September 30, 2007 and 2006 arfet
Period from January 22, 2003 (Inception) to Septendr 30, 2007

Cash flows from operating activitit
Net loss

Adjustments to reconcile net loss to net ¢

used in operating activitie
Stock payable for service
Stock issued for acquired research and develop
Stock issued for service
Stock issued for debt in excess of princi
Amortization of discount on notes payable

to warrants and beneficial conversion feat

Realized gain on marketable securi
Loss on derivative liabilit
(Gain) on extinguishment of de

Depreciatior

Debt financing cost

Option and warrant expen

Loss on disposition of fixed ass¢
Changes in

Accounts payabl

Marketable securitie

Prepaid expense

Accrued expense

Other assets

Net cash used in operating activit

Cash flows from investing activitie
Purchase of property & equipment

Net cash used in investing activiti

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

Net cash provided by financing activiti

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

Cash and cash equivalents at end of period

Cash paid for
Income tax
Interest

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

- warrants

- beneficial conversion featu

- stock attached to not
Reclassification of derivative liabilitie

(unaudited)
Restated Restated Restated
Nine Months Nine Months Inception
Ended Ended through
September 30 September 30 September 30
2007 2006 2007

$ (10,835,29) $ (10,670,33) $ (73,880,74)
- - 112,44(

- - 26,286,58

- 180,00( 1,861,401

- - 109,07(

- - 6,313,20!

25,91% - -

- 860,13( -
(1,612,44i) - (1,612,44)
149,37: 122,46¢ 434,62°

- - 365,91(

2,086,91. 3,649,58: 11,390,45
4,03¢ 2,371 486,34:

358,01¢ 381,10¢ 802,58(
2,926,18 - -
87,16« (387,21) (380,84)

656,06! (37,419 605,80t
- - (388,210
(6,154,07) (5,899,29)) (27,493,81)
(147,787 (487,56 (1,198,83)
(147,787 (487,56 (1,198,83)

- 21,153,52 26,509,41

137,28t - 8,102,19
(11,045 - (74,65¢)
126,24: 21,153,52 34,536,95
(6,175,61)) 14,766,65 5,844,29
12,019,91 2,560,66! -

$ 5,844,29: $ 17,327,32  $ 5,844,29!
$ - 3 - 3 -
- - 42¢

- - 147,73

- - 525,51:

- - 6,407,98

- - 197,17t

- - 93,36+

- - 3,309,791

- - 1,715,97:

- - 1,287,441

6,656,67 - 6,656,67




OPEXA THERAPEUTICS, INC.
(a development stage company)
NOTES TO FINANCIAL STATEMENTS
(unaudited)

NOTE 1 — BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of Opexa Therapeutics, Inc., a developmegestampany, have been prepared in accordance wedtiuating principle
generally accepted in the United States of Ameaina the rules of the Securities and Exchange Cosionignd should be read in conjunction with theiteddfinancial statemer
and notes thereto contained in Opexa’s latest AnRegort filed with the SEC on Form KEB. In the opinion of management, all adjustmeotssisting of normal recurrii
adjustments, necessary for a fair presentatiomahtial position and the results of operationstifierinterim periods presented have been refldueein. The results of operatic
for interim periods are not necessarily indicatofethe results to be expected for the full yeaotd$ to the financial statements that would sulbisiinduplicate the disclosu
contained in the audited financial statementsHermost recent fiscal year as reported in Form $&Khave been omitted.

NOTE 2 - GOING CONCERN

Opexa incurred a net loss of approximately $10.[fionifor the nine months ended September 30, 280d has an accumulated deficit of approximately.$78illion Casl
balance of $5.8 million as of September 30, 200Yoissufficient to fund our operations for the naxelve months with a current burn rate of appraadiely $1 million per mont
These conditions raise substantial doubt as to @peability to continue as a going concern. Managemeéih seek to raise additional capital throughesabf convertible de
and/or equity. The financial statements do notidelany adjustments that might be necessary if @ ednable to continue as a going concern.

NOTE 3 — RESTATEMENT OF FINANCIAL STATEMENTS

The Company is restating these financial statemfemtshe three months and nine months ended Segtehy 2006 and 2007 and the period January 223 R@@eption) t
September 30, 2007.

Following is a description of the restatements:

The Company acquired Opexa Pharmaceuticals in @c@®04 and originally accounted for the acquiregdrocess research and development of $23,991d RRamgible
assets. In November 2007 the Company re-evalutstedcounting for acquired research and develop@ueth upon further consideration of Paragraph 1d{&tatement of
Financial Accounting Standards No. 2 (SFAS No.r®) accounting guidance from Financial AccountingnBiards Board Interpretation No. 4 “ApplicabilityASB

Statement No. 2 to Business Combinations Accoufttedy the Purchase Method” (FIN 4), the Compaatedmined that these assets did not have an ditezriature use at the
date of acquisition. Thus, they had no separatae@o@ value and should be accordingly expenseddearch and development in the period acquired.

In February 2004, the Company obtained a licensm the University of Chicago for an adult stem ¢ethnology. Costs associated with the acquisiiothis license were

originally accounted for as an intangible assete @mounts originally capitalized as intangiblecéssvere $3,051,706, $976,497 and $112,440 foyehes ended December 31,
2004, 2005 and 2006 respectively. Upon further aration of Paragraph 11(c) of SFAS No. 2, the fany determined that these assets had not reaetiedological feasibility
at the date of acquisition and had no alternativeré use. Therefore, the intangible asset shoaNe been expensed to in process research and gmeibin the period acquired.

In March 2006, the Company obtained an exclusiveldmode license for the intellectual property rigleind research results of an autologous T cellinador rheumatoid arthritis
from the Shanghai Institutes for Biological Scien¢8IBS), Chinese Academy of Sciences of the P&oRlkepublic of China. The Company made a $125ljgéfise payment and
accounted for the license as an intangible addpan further consideration of Paragraph 11(c) oASMo. 2, the Company determined that this assgnloareached technologi
feasibility at the date of acquisition and had Heraative future use. Therefore, the intangibleeashould have been expensed to in process rasaaiialevelopment in the period
acquired.




In the Consolidated Statements of Expenses, tleetedff the adjustments on operating expenses,floss operations and net loss for each of the tlmeaths and nine mont
ended September 30, 2006 and 2007 and the pemocda22, 2003 (Inception) to September 30, 2003 agafollows:

Research and developme
General and administratiy

Depreciation and amortizatic

Loss on impairment of intangible as
Loss on disposal of assets
Operating los:

Interest income

Other income

Gain on extinguishment of de
Gain (loss) on derivative liabilit
Interest expense

Net loss

Basic and diluted loss per share

Research and developme
General and administratiy

Depreciation and amortizatic

Loss on impairment of intangible as
Loss on disposal of assets
Operating los:

Interest income

Other income

Gain on extinguishment of de
Gain (loss) on derivative liabilit
Interest expense

Net loss

Basic and diluted loss per share

Three Months Ended September 30,

2007 2006
As Reported Adjustment As Restated As Reported Adjustment As Restated
$ 318925 $ M ¢ 318925 $ 211387 $ M s 211387
842,07¢ - 842,07¢ 1,430,50° - 1,430,50
463,63( (413,18) @ 50,44¢ 462,09t (412,279 @ 49,82:
1,139,67 (1,139,67) @ - - -3 -
- - - 2,01% - 2,01%
(5,634,64) 1,552,86: (4,081,78) (4,008,49) 412,27: (3,596,22)
102,29: - 102,29: 259,14: - 259,14:
1,612,44( 1,612,441 - _
- - - 2,418,07! - 2,418,07!
(4,737) - (4,737) (27€) - (278)
$  (3,92464) $ 1552,86. $  (2,371,78) $  (1,33155) $ 41227: $ (919,287
$ (059 $ 0.2:  $ 0.35 $ 020 $ 0.06 $ (0.19
Nine Months Ended September 30,
2007 2006
As Reportec Adjustment As Restate( As Reportec Adjustment As Restate(
$ 10,148,993 $ @ $ 10,148,931 $ 4,407,240 $ 125,00((1) $ 4,532,241
2,557,60! - 2,557,60! 5,676,22. - 5,676,22.
1,387,101 (1,237,73) @ 149,37 1,354,87: (1,232,40) @ 122,46
1,139,67 (1,139,67) ©® - - -
4,03¢ - 4,03¢ 2,371 - 2,371
(15,237,35) 2,377,41; (12,859,94) (11,440,71) 1,107,40 (10,333,30)
423,08t - 423,08t 477,54’ - 477,54’
- - - 46,45( - 46,45(
1,612,441 1,612,441 - -
- - - (860,130 - (860,130
(10,875 - (10,875 (891) - (891)
$  (13,212,70) $ 2,377,4A1; $ (10,83529) $ (11,777,73) $ 1,107,40 $ (10,670,33)
$ (1.9 $ 0.3€ $ (1.62) $ (2.35) $ 0.2z $ (2.1€)




January 22, 2003 (Inception) to
September 30, 2007

As Reported Adjustment As Restated

Research and developme $ 2257783 $ 28,256,771 $ 50,834,61
General and administratiy 16,764,07 - 16,764,07:
Depreciation and amortizatic 5,205,92! (4,771,30) @ 434,62°
Loss on impairment of intangible as 1,139,67 (1,139,67) ®) -
Loss on disposal of assets 486,34: - 486,34:
Operating los: (46,173,86) (22,345,79) (68,519,65)
Interest income 1,199,30° - 1,199,30°
Other income 77,00: - 77,00
Gain on extinguishment of de 1,612,441 1,612,441
Gain (loss) on derivative liabilit - - -
Interest expense (8,249,83) - (8,249,83))
Net loss $  (51,534,95) $  (22,345,79) $  (73,880,74)
Basic and diluted loss per share N/A N/A N/A

(1) Adjustment for capitalizing acquired research aadefopment to intangible assets that should haee bepensed to research and development (i) fahtee months end
9/30/2007 and 9/30/2006 in the amount of $-0-, f6if) the nine months ended 9/30/2007 in the amofii®-0- and for the nine months ended 9/30/2006 in theuarhof
$125,000 and (iii) for the period inception to 9BW07 in the amount of $28,256,7

(2) Reversal of amortization of intangible assets #ftuld have been expensed to research and develofiner the three months ended 9/30/2007 $418A418d for the thre
months ended 9/30/2006 in the amount of $412,2J40of the nine months ended 9/30/2007 in the amair$1,237,735 and for the nine months ended 28 in th:
amount of $1,232,404 and (iii) for the period iptten to 9/30/2007 in the amount of $4,771,3

(3) Reversal of impairment of intangible assets thauhhave been expensed to research and develogintortthe three months ended 9/30/2007 $1,13P#&7Yd for the thre
months ended 9/30/2006 in the amount of $G0-for the nine months ended 9/30/2007 in theoant of $1,139,677 and for the nine months end8@/2006 in the amount
$-0-and (iii) for the period inception to 9/30/2007tive amount of $1,139,67

In the Balance Sheet, the effect of the adjustmentstangible Assets and Accumulated Deficit aSeptember 30, 2007 and December 31, 2006 wasdlas$o

September 30, 2007 December 31, 2006

As Reported Adjustment As Restated As Reported Adjustment As Restated
Assets
Intangible Asset $ 2234579 $ (2234579) M s - $ 2472320 $ (247232000 -
Stockholders' Equity
Accumulated Defici $ (51,53495) $ (22,345,79)(1) $ (73,880,74) $ (34,320,43) $ (24,723,20)(1) $  (59,043,63)

@ Adjustment for capitalizing acquired research dadelopment to intangible assets that should baea expensed to research and development, reeéesalortization of
intangible assets that should have been expengede¢arch and development and reversal of impatrofantangible assets that should have been exgktwsresearch and
development. Adjustments include:
a. Adjustment for capitalizing acquired research ardefopment to intangible assets that should haee lkeepensed to research and development as oROBOIn thi
amount of $28,256,771 and as of December 31, 20@€ei amount of $28,256,77
b. Reversal of amortization of intangible assets #taduld have been expensed to research and develbmeof 9/30/2007 in the amount of $4,771,302 asd
December 31, 2006 in the amount of $3,533,!

c. Reversal of impairment of intangible assets thatufth have been expensed to research and developorettie period inception to 9/30/2007 in the amtoaf
$1,139,677 and as of December 31, 2006 in the atruj§-0-.




NOTE 4 — CASH AND CASH EQUIVALENTS

Opexa considers all highly liquid investments wath original maturity of three months or less, wipemchased, to be cash equivalents. Investmentsmatturities in excess
three months but less than one year are classifieghort-term investments and are stated at fakehaalue.

The primary objectives for our fixed income investmhportfolio are liquidity and safety of principévestments are made with the objective of adhgethe highest rate of rett
consistent with these two objectives. Opexaivestment policy limits investments to certajpes of instruments issued by institutions prinyawiith investment grade cre
ratings and places restrictions on maturities amtentration by type and issuer.

At September 30, 2007, Opexa invested approxim&4l9 million in A-1/P1 commercial paper with an average market yiel8.86% and average time to maturity of less
one month. At September 30, 2007, approximatel $iillion was invested in a money market accournthvén average yield of 5.29%. Interest income a234@86 wa
recognized for the nine months ended Septembe2@Y, in the statement of expenses.

NOTE 5 — COMMITMENTS AND CONTINGENCIES

In September 2006, Opexa entered into an Indivieuaject Agreement (IPA) with PharmaNet, LLC, attact research organization focused on managinggalarervous syste
trials. Pursuant to such IPA, PharmaNet, LLC ilbvide Opexa with services in connection withRisase Ilb clinical trial. Under the terms of theAJFOpexa is required
advance funds in the amount of (i) $400,000 forfgssional fees, (i) $60,000 for out of pocket exges and (iii) $175,000 for investigator grantfie professional fee advanc:
applied 1/120 per month to invoices and replenished once 75%edeg! The out of pocket advance will be held gouliad to the final invoice. The investigator gradvance i
used as a draw down advance and replenished orféedépleted. This process will continue until thred eof the study. At the conclusion of the progradyance balanc
remaining will be applied to outstanding invoicéhese advances are treated as prepaid items endéd in the other current assets section of #ierice sheet. As of Septem
30, 2007, the advance balance to PharmaNet, LLCH283,336.

In July 2007, Opexa entered into a seconded ameadédestated license agreement with the Univerdit€hicago that requires Opexa to make milestomgments of up 1
$1,350,000 if certain late stage clinical trial &fdA approval milestones are achieved. Opexa btermlined that these payments are not probablesatiine and thus no liabili
has been recorded as of September 30, 2007.

NOTE 6 — LOAN PAYABLE

Loan payable consists of an equipment line of $¥B®with Wells Fargo of which $236,563 was outstagdis of September 30, 2007. This loan has anesiteate of 7.61% p
annum, matures in May 2011 and is secured by Opduaiture and equipment purchased with the laacgeds. Payments are due and payable monthlyeogaime day of ea
month until maturity.

NOTE 7 — OPTIONS AND WARRANTS

During the first quarter of 2007, Opexa issuedamito purchase 9,900 shares of common stock ok&jgeits new employees. These options are forra tf ten years, have
exercise price of $4.04 and vest over three ydas.value of $32,914 was calculated using the IBf&choles model. Variables used in the Black-Scholetionpricing mode
during the three months ended March 31, 2007, del{i) 4.52% discount rate, (2) option life is #hgected term of 6 years, (3) expected volatilityl@3.91%, and (4) ze
expected dividends. Option expense of $4,141 wasrded during the nine months ended September(&0,.2

During the second quarter of 2007, Opexa issueidmpto purchase 209,000 shares of common sto€kpeka to its management and employees. These sgrenfor a term
ten years, have an exercise price of $5.47 andoxest three years. Fair value of $907,968 was tatied using the Black-Scholes optipricing model. Variables used in
Black-Scholes optiopricing model for options issued during the threenths ended June 30, 2007, include (1) 5.07% diga@te, (2) option life is the expected term ofeirs
(3) expected volatility of 95.88%, and (4) zero esfed dividends. Option expense of $86,473 wagdecbduring the nine months ended September 3@,.200

During the second quarter of 2007, Opexa issueidmpto purchase 48,000 shares of common stockpek®to consultants and directors. These optioméoara term of ten yea
have an exercise price of $5.47 and have vestitgsdhat vary from either full or partial vestingdate of grant to full vesting at the one yeariaersary of the date of grant. F
value of $202,937 was calculated using the Bladke®s option-pricing model. Variables used in tHacR-Scholes optiompricing model for options issued during the ti
months ended June 30, 2007, include (1) 5.07% digcmte, (2) option life is the expected term iaggirom 5 to 5.5 years, (3) expected volatility $5.88%, and (4) ze
expected dividends. Option expense of $122,828re@srded during the nine months ended SeptembetCRD,.




During the third quarter of 2007, Opexa issued@pito purchase 5,500 shares of common stock ok&®foeits new employees. These options are form tf ten years, have
exercise price of $3.96 and vest over three ydaas.value of $17,129 was calculated using the IBf&choles model. Variables used in the Black-Scholetionpricing mode
during the three months ended September 30, 266ilde (1) 4.22% discount rate, (2) option lifehe expected term of 6 years, (3) expected vdiaiif 95.36%, and (4) ze
expected dividends. Option expense of $279 wagsdedoduring the three months ended September 80, 20

During the third quarter of 2007, Opexa issued ptioo to purchase 1,500 shares of common stockpax@ to a consultant These options are for a tdrten years, have
exercise price of $3.96 and vest at date of gfeait. value of $4,412 was calculated using the Bl&choles option-pricing model. Variables used ia Black-Scholes option-
pricing model for options issued during the threenths ended September 30, 2007, include (1) 4.22%odnt rate, (2) option life is the expected terhd years, (3) expect
volatility of 95.36%, and (4) zero expected dividenOption expense of $4,412 was recorded durieghtfee months ended September 30, 2007.

During the third quarter of 2007, Opexa issueda@pito purchase 20,000 shares of common stock ek®fo a new director. These options are for a w@&frien years, have
exercise price of $3.95 and vest 50% at date aftgaad 25% vest on the first and second year arsavg of date of grant. Fair value of $61,326 walswated using the Black-
Scholes option-pricing model. Variables used in Bfeck-Scholes optiopricing model for options issued during the threenths ended September 30, 2007, include (1) 4
discount rate, (2) option life is the expected tarins.75 years, (3) expected volatility of 95.368ad (4) zero expected dividends. Option expensk8df210 was recorded dur
the three months ended September 30, 2007.

NOTE 8 — DERIVATIVE INSTRUMENTS

In June 2006, Opexa evaluated the application ASSE33 and EITF 009 for all of its financial instruments and it wedstermined that certain of the warrants to purc
common stock issued by Opexa associated with tidgémnote exchange and private placement offerimglsine 2005 and July 2005 were derivatives thab@pvas required
account for as frestanding derivative instruments under GAAP. Th#wee series of warrants were considered at the tonbe derivatives because the liquidated da
provision in the registration rights agreement cigeeach warrant resulted in the conclusion thatas more economic to issue registered sharestthssue unregistered she
and pay the penalty. Because issuing registeracshs outside of Opexatontrol, Opexa concluded the warrants shouldcbeunted for as derivative liabilities under SFAR
and EITF 00-19. As a result, Opexa reported theevalf these derivatives as current liabilities tsnbialance sheet and reported changes in the vélinese derivatives as non-
operating gains or losses on its statements ofatipes in the consolidated financial statementsrivegg with the year ended December 31, 2005 andeasured and reported

a quarterly basis thereafter based on the Blackl8stPricing Model.

In December 2006, the FASB issued FASB Staff Rasitlo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF 00-19-2). EITF 00-2%ddresses .
issuers accounting for registration payment arrangeménsgecifies that the contingent obligation to mdlture payments or otherwise transfer considamainder a registratit
payment arrangement, whether issued as a sepgraengent or included as a provision of a finanicisfrument or other agreement, should be separateggnized and measu
in accordance with FASB Statement No. 5, AccounfargContingencies. The guidance in EITF 002.@mends FASB Statements No. 133, Accounting foivagve Instrument
and Hedging Activities, and No. 150, Accounting @ertain Financial Instruments with Characteristi€®oth Liabilities and Equity, and FASB Interpagbn No. 45, Guaranta’
Accounting and Disclosure Requirements for Guaesjtencluding Indirect Guarantees of Indebtednes®Oihers, to include scope exceptions for regigtratpaymer
arrangements. EITF 00-1B-also requires additional disclosure regarding fa&ure of any registration payment arrangementsrnative settlement methods, the maxin
potential amount of consideration and the curremtying amount of the liability, if any. This EITiE effective immediately for registration paymentaagements and the financ
instruments subject to those arrangements thatmatered into or modified subsequent to the datessfe of this EITF. For registration payment aremgnts and financi
instruments subject to those arrangements that emered into prior to the issuance of this ElTHs tis effective for financial statements issuedffscal years beginning afi
December 15, 2006, and interim periods within thitseal years.

Opexa evaluated the application of EITF 002Lfbr all its financial instruments and determirikdt certain warrants to purchase common stocledsby Opexa associated with
bridge note exchange and private placement offsringJune 2005 and July 2005 no longer qualifietheoclassified as derivative liabilities. In adulit, Opexa accounts 1
registration rights agreement penalties as continiabilities, applying the accounting guidanceFafiancial Accounting Standard No. 5, “Accountiray ontingencies” FAS
57). This accounting is consistent with views etidted by the FASB Staff Positions FSP EITF 00-192counting for Registration Payment Arrangementshich was issue
December 21, 2006. Accordingly, Opexa recognizesiimages when it becomes probable that they avithturred and amounts are reasonably estimable.




4,600,000 shares of common stock and 2,513,720aw@ro purchase common stock are subject to stration payment arrangement that provides if aleesegistratio
statement is not effective for any period afteriAp8, 2007, the warrant holders may exercise theirrants on a cashless basis during the perioce8ae registration statemer
not effective. If Opexa fails to register, achieféectiveness of registration or maintain effeetiess of registration of shares underlying the avasrand shares, they are reqt
to make certain liquidated damage payments of lobffe aggregate amount of proceeds of the offguergmonth for every month in default with a maximaof 24%. Opexa do
not believe these payments are probable and thasmtingent liability has been recorded.

1,272,356 shares of common stock and 1,714,41@shdrcommon stock issuable upon the exercise miman stock purchase warrants issued in June 200%ay 2005 ar
subject to a registration payment arrangement ghatides if a resale registration statement is eftgctive for any period after the first annivessaf the warrant, the warre
holders may exercise their warrants on a cashlass luring the period the resale registrationestant is not effective. If Opexa fails to registachieve effectiveness
registration or maintain effectiveness of registratof shares underlying the warrants and shahes, are required to make certain liquidated damzmenents of 1.0% of tl
aggregate amount of proceeds of the offering pertmtor the first calendar month of registratiorfaddt and 2% for every month in default after tirstfmonth. Opexa does 1
believe these payments are probable and thus rimgent liability has been recorded.

The impact of implementing EITF 00-1Dfor the nine months ended September 30, 200Tteesm a cumulative effect of a change in accaumprinciple with a decrease in
derivative liability of $6,656,677 and a decreagebeginning retained earnings of $4,001,819 rengrgiains posted to date and a reclassificatiorhefdriginal value of tr
warrants from liability to equity of $10,658,496.

NOTE 9 — LICENSES AND GAIN ON EXTINGUISHMENT OF DEB T
University of Chicago License Agreement

In 2004, Opexa entered into an agreement with thieddsity of Chicago (“University”for the worldwide license to technology developedmonne National Laboratory, a U
Department of Energy Laboratory operated by thevehsity. The license was later amended granting<@man exclusive, non-transferable worldwide lieettsthe University
stem cell technology. In consideration for thestise and amendment, Opexa paid the Universityah 6t$232,742 and issued the University 53,462Zeshaf common stor
valued at $2,295,461. Opexa also agreed to payineersity $1.5 million and to issue the Univeys1,623 shares of Opexa common stock. In Aprd72@he $1.5 million ca:
payment obligation was extended until July 31, 280@ the obligation to issue shares of Opex@mmon stock was extended until July 31, 200t $112,440 accrued as of J
30, 2007. The Company determined that these asadtaot reached technological feasibility at tagedf acquisition and had rdternative future use. Therefore, the costs
expensed to research and development in the peGadred.

On July 31, 2007, Opexa entered into a second a@tkeadd restated license agreement with the UntyesiChicago that eliminated the obligations untter prior agreement {
the payment of $1.5 million due July 31, 2007 amel dbligation to issue 21,623 shares of Opexa camstmck. These obligations were recorded as amgible asset, with tl
liabilities recorded as a notes payablrirrent portion of $1.5 million and a stock payable$112,440. As a result of the amendment an@gt@sent of the license agreement
the University of Chicago $1,612,440 was reportedagyain on extinguishment of liability. Opexa kg the accounting guidance of Financial AccougtBtandard No. 14
“Accounting for Transfers and Servicing of Finandasets and Extinguishments of Liabilities” (“FAK0") and EITF 96-19Debtor's Accounting for a Modification or Exchal
of Debt Instruments”.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS

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

Forward-Looking Statements

Some of the statements contained in this repodudss future expectations, contain projections siilts of operations or financial condition, or stather "forwardeoking"
information. The words "believe," "intend," "plaffgxpect,” "anticipate," "estimate," "project,” "g and similar expressions identify such statenvesss made. These statemi
are subject to known and unknown risks, uncertasntand other factors that could cause the actsallts to differ materially from those contemplatsdthe statements. T
forwarddooking information is based on various factors anderived using numerous assumptions. Factotsrifght cause or contribute to such a discrepanchude, but are n
limited to the risks discussed in this and our pBEC filings. We do not promise to update forwhrdking information to reflect actual results oraciges in assumptions or ot
factors that could affect those statements. Futwents and actual results could differ materiattynf those expressed in, contemplated by, or uniderlyuch forwardeoking

statements.

The following discussion and analysis of our fin@ahcondition is as of September 30, 2007. Ouultef operations and cash flows should be reazbmjunction with ot
unaudited financial statements and notes therefaded elsewhere in this report and the auditednioial statements and the notes thereto includediirForm 10KSB for the
year ended December 31, 20

Business Overview

We are a biopharmaceutical company developing agtals cellular therapies to treat several majoesdbes, including multiple sclerosis (MS), rheundasothritis (RA)
diabetes, and cardiovascular disease. These tksrap@ based on our proprietary T-cell and adeihstell technologies.

Our lead product, Tovaxin®, is a dell based therapeutic vaccine for MS licensed ftbemBaylor College of Medicine, which offers a qué and personalized approac
treating the disease by inducing an immune respagamst the autoimmune myelin peptide-reactiveells (MRTCs), which are believed to be responsibiethe initiation of th
disease process.

Tovaxin is currently in a Phase llb clinical triéitial Phase I/l open-label human trials showttfi-cell vaccination (TCV) appears to safely induce nm@ responses tt
deplete and regulate MRTCs. In two odahel Phase I/ll clinical trials, the annualizethpse rates of patients were reduced by an avefageproximately 90% compared to tt
prior history of relapses. Some patients also apfEeexperience an improvement of their Kurtzk@&hded Disability Status Scale (EDSS), a scorinthateused to measure
disability of MS patients. Improvements in EDS® aot frequently observed in patients followingatraent with other currently licensed therapieshéitgh the data from o
Phase I/l trials appears to be promising, the PHbstrial is being conducted to confirm theseultes With additional and continuing positive ctial evidence, we believe tl
Tovaxin could be ready for commercialization adyeas 2012.

We also hold an exclusive worldwide license for ithiellectual property rights and research resoitan autologous Eell vaccine for RA from the Shanghai Instituteg
Biological Sciences (SIBS), Chinese Academy of Swés of the People's Republic of China.

Our RA T-cell vaccination (TCV) technology is copteally similar to Tovaxin. RA is an autoimmune &Hemediated disease in which pathogenicells trigger a
inflammatory autoimmune response of the synoviialtgoof the wrists, shoulders, knees, ankles aathidnich causes pain, stiffness, and swelling aidbe joints and erosion ir
cartilage and bone. The RA TCV technology allotws isolation of these pathogenic T-cells from syabfluid drawn from a patient. ThesecElls may be grown to therapet
levels and attenuated by gamma irradiation in abotatory. The attenuatedcElls may be injected subcutaneously into patigmseby inducing an immune response direct
the pathogenic T-cells in the patient’'s body. Tihisnune response is expected to regulate the thygathogenic Teells and thus reduce joint swelling in RA patietaman trial
that have been conducted in China show minimal-eftects and promising efficacy measured as a teatuof joint swelling following the T-cell vaccitian.

We also have an exclusive license from the Unitemsi Chicago, through its prime contractor relaship with Argonne National Laboratory, to a steefl technology il
which adult multipotent stem cells are derived froranocytes (white blood cells) obtained from th&gua’'s own blood. We are initially pursuing indicationsdiabetes mellitt
with our stem cell therapy and are conducting jmészl animal studies.
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Our stem cell technology isolates novel multipot&tem cells derived from peripheral blood monocyfesitro experiments with monocyteerived stem cells (MDSC) he
shown their capacity to differentiate into a widgiety of cell typ es including pancreaficcells. We have demonstrated that these panciishts clusters derived from MDS
are composed of three pancreatic cells types[{ andd ). These islet clusters are responsive to glucosenaimic the normal pulsatile pattern observed umhn islets. The
importance of these stem cells is the ability teilgasolate them from an individual'circulating monocytes, expand them and admintsiem back into the same patient. -
autologous approach provides a method to overcomye rejection issues and the need for immunosuppnésdrugs which are often associated with curreigticel
transplantations. This technology may lead to tvenfition of an unlimited source of pancreatic islelis suitable for an autologous cell therapy tfog treatment of diabet
mellitus.

Critical Accounting Policies
General

The Financial Statements and Notes to FinancideBt@ants contain information that is pertinent tis tilanagemens$ Discussion and Analysis. The preparation ofrfaia
statements in conformity with accounting principieserally accepted in the United States requir@sagement to make estimates and assumptions teet thfe reported amoui
of assets and liabilities and disclosure of anytiogient assets and liabilities. Management befighiese accounting policies involve judgment duiaéosensitivity of the methot
assumptions and estimates necessary in determtinéngelated asset and liability amounts. Managerhelieves it has exercised proper judgment inrdeténg these estimat
based on the facts and circumstances availabteatdhe time the estimates were made. The s@gmfiaccounting policies are described in the Catypdinancial statements.

Results of Operations and Financial Condition
Three Months Ended SeptembeB0, 2007 Compared with the Three Months Ended September 30, 2006
Net Sales. We recorded no sales for the three months eSdetgmber 30, 2007 and 2006.

General and Administrative ExpensesOur general and administrative expense was $84Zdit@e three months ended September 30, 200dgrapared to $1,430,507
the three months ended September 30, 2006. Theaterin expenses is primarily due to a decreastork compensation expenses, professional sefe&e and overhe
expenses. We anticipate increases in generaldmésstrative expenses as we continue to developpa@pare for commercialization of our technology.

Research and Development ExpenseResearch and development expense was $3,189,286eftliree months ended September 30, 2007, cothpau$®2,113,878 for tt
three months ended September 30, 2006. The inchreas@enses was primarily due to the costs ofthase Ilb clinical trial for Tovaxin and stock coemgation expense recort
in 2007. We have made and expect to continue teersabstantial investments in research and devalapim order to develop and market our technologie expense resea
and development costs as incurred. Acquired rebeand development that has no alternative futseeis expensed when acquired. We expect our réseadt developme
expense to increase as we continue to invest idelielopment of our technology.

Interest Expense. Interest expense was $4,731 for the three mosrided September 30, 2007, compared to $278 fothtee months ended September 30, 2006
increase in interest expense was primarily due kmaa payable consisting of an equipment line ofta$250,000 with Wells Fargo of which $236,563 veasstanding as
September 30, 2007.

Interest Income. Interest income was $102,292 for the three moetiied September 30, 2007 compared to $259,14hdahree months ended September 30, 2006
decrease was due to the reduction in cash baldnaewere available for investment in cash equiviailevestments.

Net loss.We had a net loss for the three months ended Sépted®d, 2007, of $2,371,780, or $0.35 per sharsi¢kend diluted), compared with a net loss of $289, o
$0.14 per share (basic and diluted), for the timeaths ended September 30, 2006. The increase insgeis primarily due to the costs of the Phabelinical trial for Tovaxit
offset by a reduction in stock-based compensatipeese and gain on extinguishment of debt.

Nine Months Ended September 30, 2007 Compared with the Nine Months Ended September 30, 2006

Net Sales. We recorded no sales for the nine months ended:®dyer 30, 2007 and 2006.
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General and Administrative ExpensesGeneral and administrative expense was $2,557 @&0thé nine months ended September 30, 2007, aparech to $5,676,221 1
the nine months ended September 30, 2006. Theeawern expenses is primarily due to a decreastoock compensation expenses, professional serees &nd overhe
expenses. We anticipate increases in generaldmésstrative expenses as we continue to developpa@pare for commercialization of our technology.

Research and Development ExpenseResearch and development expense was $10,148,08tefaine months ended September 30, 2007, conhpar®4,532,240 for tt
nine months ended September 30, 2006. The incieasgenses was primarily due to the costs ofthase 1lb clinical trial for Tovaxin, research atelelopment in support
pre<linical diabetes stem cell therapies and stockpmation expense recorded in 2007. We have madlexpect to continue to make substantial investsngnresearch ai
development in order to develop and market ourrteldgy. We expense research and development assteurred. Acquired research and developmenthhsitno alternati
future use is expensed when acquired. We expeaesearch and development expense to increase esntirue to invest in the development of our textbgy.

Interest Expense. Interest expense was $10,875 for the nine moatised September 30, 2007, compared to $891 fonitiee months ended September 30, 2006.
increase in interest expense was primarily due komaa payable consisting of an equipment line ofta$250,000 with Wells Fargo of which $236,563 veasstanding as
September 30, 2007.

Interest Income. Interest income was $423,086 for the nine moetided September 30, 2007 compared to $477,54hdanihe months ended September 30, 2006.
decrease was due to the reduction in cash baldnaesere available for investment in cash equiviailevestments.

Net loss.We had a net loss for the nine months ended Sejtegth 2007, of $10,835,293, or $1.62 per sharsi¢lnd diluted), compared with a net loss of $10,831, o
$2.16 per share (basic and diluted), for the ninatims ended September 30, 2006. The increase Inseis primarily due to the costs associated wi¢hPhase Ib clinical trial f
Tovaxin offset by a reduction in stock-based conspépn expense, gain on extinguishment of liabdityl loss on derivative instruments.

Liquidity and Capital Resources

Changes in cash flow.Cash used in operations for the nine month penmtté September 30, 2007 was $6,154,074, as comma$&i899,299 used in operations for the
months ended September 30, 2006. The increasesinusd in operations is primarily due to an ineeeia operating expenses offset in part by the ritatof approximately $2.
million in marketable securities and its reclassifion to cash and cash equivalents and by anaserim accrued expenses resulting from the Phhsginical trial. Cash used
investing activities for the nine month period etidgeptember 30, 2007 was $147,782, as compare4BiaS67 for the nine months ended September 3(.208e decrease w
primarily due to a decrease in equipment purchaedsthe license payment made to Shanghai Instiéla¢ed to the license obtained during the nine itnoended September
2006 for its rheumatoid arthritis @ell technology. Cash provided from financing aitiés for the nine month period ended September2807 was $126,241, as compare
$21,153,520 for the nine months ended Septembe2@B. The decrease was due to the proceeds feghl 2006 equity financing.

Liquidity . Historically, the Company has financed its ogeres primarily from the sale of its debt and eggéecurities. As of September 30, 2007, the Comead casl
cash equivalents and marketable securities of appedely $5.8 million.

Our current burn rate is approximately $1 milliogr nonth excluding capital expenditures. We wded to raise additional capital to fund our workéaagpital needs beyo
the first quarter of 2008. We must rely upon tipatty debt or equity funding and we can provideassurance that we will be successful in any fundiifigrt. The failure to rais
such funds will necessitate the curtailment or cepsf operations and impact the completion ofdlieical trials.

Off-Balance Sheet Arrangements
As of September 30, 2007, we had no off-balancetsireangements.
Recent Accounting Pronouncements
For the period ended September 30, 2007, there meather changes to our critical accounting peas identified in our annual report of FormKI®B for the year endt

December 31, 2006.
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Risk Factors

The following factors affect our business and tdustry in which we operate. The risks and uncetits described below are not the only ones we fadditional risks an
uncertainties not presently known or which we cotlseconsider immaterial may also have an adveffeteon our business. If any of the matters disedsin the following ris
factors were to occur, our business, financial d@m results of operations, cash flows, or praspeould be materially adversely affected .

Our business is at an early stage of development.

Our business is at an early stage of developmertd@/not have any products in latege clinical trials or on the market. We ard siithe early stages of identifying ¢
conducting research on potential products. Only @heur products has progressed to the stage ofgbstuidied in human clinical trials in the U.S. rQuotential products w
require significant research and development aerdlipical and clinical testing prior to regulatapproval in the United States and other countkiés.may not be able to deve
any products, to obtain regulatory approvals, tieealinical trials for any of our product candieaf or to commercialize any products. Our prodacidaates may prove to he
undesirable and unintended side effects or otharaciteristics adversely affecting their safetyicaffy or costeffectiveness that could prevent or limit their .usay product usin
any of our technology may fail to provide the irded therapeutic benefits, or achieve therapeutietits equal to or better than the standard ofttneat at the time of testing
production.

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

We have not generated any profits since our enty the biotechnology business, have no sourcewdnues, and have incurred significant operatisgds. We expect
incur additional operating losses for the foreséeékture and, as we increase our research andageuent activities, we expect our operating logdseiscrease significantly. \/
do not have any sources of revenues and may netdmayin the foreseeable future.

We will need additional capital to conduct our odions and develop our products and our abilitydbtain the necessary funding is uncertain.

We need to obtain significant additional capitaaerces from sources including equity and/or detsnicings, license arrangements, grants and/oatomlative resear
arrangements in order to develop products and moatour business. As of September 30, 2007, wechal, cash equivalents and marketable securitiapproximately $5.
million. Our current burn rate is approximately $illion per month excluding capital expenditurese Will need to raise additional capital to fund auorking capital neec
beyond first quarter 2008. We must rely upon tipedty debt or equity funding and we can provideassurance that we will be successful in any funéifigrt. The failure t
raise such funds will necessitate the curtailmerteasing of operations and impact the completigh@clinical trials.

The timing and degree of any future capital regmients will depend on many factors, including:

the accuracy of the assumptions underlying oumedés for capital needs in 2008 and beyond;

scientific progress in our research and developrpesgrams;

the magnitude and scope of our research and dewelapprograms;

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

« our progress with preclinical development and chiirials;

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

We do not have any committed sources of capitdhoagh we have issued and outstanding warrants thatxercised, would result in an equity capitalise
transaction. Additional financing through strategollaborations, public or private equity finangsy capital lease transactions or other financogaes may not be available
acceptable terms, or at all. Additional equity finengs could result in significant dilution to ostockholders. Further, if additional funds are oi#d through arrangements w
collaborative partners, these arrangements mayireegs to relinquish rights to some of our techg@s, product candidates or products that we wothérwise seek to devel
and commercialize ourselves. If sufficient capisahot available, we may be required to delay, cediihe scope of or eliminate one or more of ougmms, any of which cou
have a material adverse effect on our financiabl@@n or business prospects.
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Clinical trials are subject to extensive regulatorgquirements, very expensive, tintensuming and difficult to design and implement.u®products may fail to achie
necessary safety and efficacy endpoints during idal trials.

Human clinical trials are very expensive and diffido design and implement, in part because theysabject to rigorous regulatory requirements. @livecal trial process
also time consuming. We estimate that clinicaldrizf our product candidates will take at leastesalryears to complete. Furthermore, failure catupat any stage of the trie
and we could encounter problems that cause us dadaim or repeat clinical trials. The commencemerntt @mpletion of clinical trials may be delayed $gveral factor
including:

« unforeseen safety issues;

determination of dosing issues;

« lack of effectiveness during clinical trials;

« slower than expected rates of patient recruitment;

inability to monitor patients adequately duringafter treatment; and

« inability or unwillingness of medical investigatdosfollow our clinical protocols.

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

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

Our business strategy is dependent upon the skitlsknowledge of our management team. We belieaethe special knowledge of these individuals give a competitiy
advantage. If any critical employee leaves, we Imaynable on a timely basis to hire suitable @gizents to effectively operate our business. \We aperate with a very sm
number of employees and thus have little or no bpatapability for their activities. The loss oftkervices of any member of our management teatmedioss of a number
other employees could have a material adverseteffeour business.

We are dependent on contract research organizatiamsl other contractors for clinical testing and farertain research and development activities, ththe timing anc
adequacy of our clinical trials and such researcletavities are, to a certain extent, beyond our cooit

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

Our current research and manufacturing facility ieot large enough to manufacture future stem cell &T-cell therapies.

We conduct our research and development in a 1G808re foot facility in The Woodlands, Texas, whiccludes an approximately 800 square foot sdithree rooms fc
the manufacture of stem cell and T-cell therapiesugh Phase Il trials. Our current facility istdarge enough to conduct commerdakle manufacturing operations. We
need to expand further our manufacturing staff faedity, obtain a new facility or contract with qurate collaborators or other third parties tastssith future drug production.

In the event that we decide to establish a comrakscale manufacturing facility, we will require sufnstial additional funds and will be required toehand train significa
numbers of employees and comply with applicablell@gns, which are extensive. We do not have fumdslable for building a manufacturing facilithdhwe may not be able
build a manufacturing facility that both meets regory requirements and is sufficient for our comaie-scale manufacturing.

We may arrange with third parties for the manufeetaf our future products. However, our third-pasgurcing strategy may not result in a cefective means f
manufacturing our future products. If we employrdiparty manufacturers, we will not control many aspeasf the manufacturing process, including compéby these thil
parties with the FDA's current Good Manufacturinga@®ices and other regulatory requirements. Weh&rtmay not be able to obtain adequate supplies fittird-party
manufacturers in a timely fashion for developmentommercialization purposes, and commercial gtiastiof products may not be available from contraenufacturers
acceptable costs.
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Patents obtained by other persons may result irriimjement claims against us that are costly to dedeand which may limit our ability to use the dispd technologie
and prevent us from pursuing research and developmtner commercialization of potential products.

A number of pharmaceutical, biotechnology and otleenpanies, universities and research institutiene filed patent applications or have been ispatents relating to c
therapy, stem cells, Tells, and other technologies potentially relevantr required by our expected products. We capnedict which, if any, of such applications wilkise a
patents or the claims that might be allowed. Weaware that a number of companies have filed agfdios relating to stem cells. We are also awara atimber of pate
applications and patents claiming use of stem egltsother modified cells to treat disease, disoodénjury.

If third party patents or patent applications cantdaims infringed by either our licensed techiyl@r other technology required to make and usepotgntial products ai
such claims are ultimately determined to be valére can be no assurance that we would be aldbttin licenses to these patents at a reasonabteitat all, or be able
develop or obtain alternative technology. If we an@ble to obtain such licenses at a reasonabtewesnay not be able to develop some products centially. There can be
assurance that we will not be obliged to defends@lves in court against allegations of infringemeithird party patents. Patent litigation is verypensive and could consu
substantial resources and create significant uaicgigs. An adverse outcome in such a suit coubjest us to significant liabilities to third parsierequire disputed rights to
licensed from third parties, or require us to cassing such technology.

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

Our ability to compete effectively is dependenpart upon obtaining patent protection relating tio 'chnologies. The patent positions of pharmacaiuand biotechnolo¢
companies, including ours, are uncertain and inv@emplex and evolving legal and factual questidie coverage sought in a patent application cadenged or significant
reduced before or after the patent is issued. Guresgly, we do not know whether the patent appbeat for our technology will result in the issuarafepatents, or if any futu
patents will provide significant protection or comroial advantage or will be circumvented by oth&@mce patent applications are secret until thdieapns are publishe
(usually eighteen months after the earliest eféecfiling date), and since publication of discoesrin the scientific or patent literature oftensldgehind actual discoveries,
cannot be certain that the inventors of our licensatents were the first to make the inventionseced by the patent applications or that the licérsstent applications were
first to be filed for such inventions. There canrimeassurance that patents will issue from thempapplications or, if issued, that such patentshve of commercial benefit to t
afford us adequate protection from competing prtgjuar not be challenged or declared invalid.

Our competition includes fully integrated biopharnsautical and pharmaceutical companies that haversf@gant advantages over us.

The markets for therapeutic stem cell products,tipiel sclerosis products, and rheumatoid arthptisducts are highly competitive. We expect that mast significar
competitors are fully integrated pharmaceutical pames and more established biotechnology compahiesse companies are developing stemlzadled products and they h
significantly greater capital resources and experin research and development, manufacturingnggsibtaining regulatory approvals, and marketiman we currently do. Mau
of these potential competitors are further alonthimmprocess of product development and also apéaede, companfunded research and development programs. As #,rest
competitors may develop more competitive or affbidaproducts, or achieve earlier patent protecborproduct commercialization than we are able thiew®. Competitiv
products may render any products or product catedhat we develop obsolete.

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

Our business depends on three licenses from tlarteg. These third party license agreements impagigations on us, such as payment obligations a@blifjations t
diligently pursue development of commercial produashder the licensed patents. If a licensor befi¢hat we have failed to meet our obligations uradlécense agreement,
licensor could seek to limit or terminate our liserrights, which could lead to costly and tiowsuming litigation and, potentially, a loss o¢ ficensed rights. During the per
of any such litigation, our ability to carry outetilevelopment and commercialization of potentialdpicts could be significantly and negatively afégkctif our license rights we
restricted or ultimately lost, our ability to comtie our business based on the affected technolagipmm could be severely adversely affected.
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Restrictive and extensive government regulation wbslow or hinder our production of a cellular pragtt.

The research and development of stem cell therapissbject to and restricted by extensive regufaby governmental authorities in the United Staled other countrie
The process of obtaining U.S. Food and Drug Adrhiai®n, or FDA, and other necessary regulatoryraygds is lengthy, expensive and uncertain. We fiadlyto obtain th:
necessary approvals to continue our research arelagenent, which would hinder our ability to manetfizre or market any future product.

To be successful, our product candidates must beegted by the health care community, which can leeyslow to adopt or unreceptive to new technolegaad products

Our product candidates, if approved for marketmgy not achieve market acceptance since hospiaysicians, patients or the medical community inegal may decide
not accept and utilize these products. The prodastiidates that we are attempting to develop reptesibstantial departures from established tre@itmethods and will compe
with a number of more conventional drugs and thesamanufactured and marketed by major pharmaauwionpanies. The degree of market acceptanceyobfaour develope
products will depend on a number of factors, intigd

« our establishment and demonstration to the medaamunity of the clinical efficacy and safety ofrqaroduct candidates;
« our ability to create products that are supericalternatives currently on the market;
« our ability to establish in the medical communhy fpotential advantage of our treatments overradtére treatment methods; and
« reimbursement policies of government and thirdypp#eyers.
If the health care community does not accept oadpets for any of the foregoing reasons, or for afer reason, our business would be materiallynkdr

There is currently a limited market for our commostock, andany trading market that exists in our common stodkay be highly illiquid and may not reflect tl
underlying value of the Company’s net assets or ingss prospects.

Although our common stock is traded on the Nasdkxp& Market, there is currently a limited market bur common stock and there can be no assuraatemn improve
market will ever develop. Investors are cautionetito rely on the possibility that an active traglimarket may develop.

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

In the past, following periods of market volatility the price of a company’securities or the reporting of unfavorable nesesurity holders have often instituted class a
litigation. If the market value of our common stoekperiences adverse fluctuations and we beconwvied in this type of litigation, regardless of thetcome, we could inc
substantial legal costs and our management's ateabuld be diverted from the operation of ouribass, causing our business to suffer.

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

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

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

We may sell additional shares of common stock seguent public or private offerings. We may atsueé additional shares of common stock to finantgé acquisition
We cannot predict the size of future issuancesuofcommon stock or the effect, if any, that futisguances and sales of shares of our common stitidkawe on the market pri
of our common stock. Sales of substantial amouhtaiocommon stock (including shares issued in egtion with an acquisition), or the perception thath sales could occ
may adversely affect prevailing market prices for common stock.
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We presently do not intend to pay cash dividendsoon common stock.

We currently anticipate that no cash dividends balpaid on the common stock in the foreseeabledutVhile our dividend policy will be based on thygerating results a
capital needs of the business, it is anticipatatlal earnings, if any, will be retained to finarbe future expansion of the our business.

ITEM 3. CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Procedes.

We maintain disclosure controls and proceduresatetiesigned to ensure that information requiodoktdisclosed by us in the reports that we filsumit to the Securiti
and Exchange Commission under the Securities Exghdwt of 1934, as amended, is recorded, processedmarized, and reported within the time perigasciied by th
Securities and Exchange Commiss®niles and forms, and that information is accutedland communicated to our management, includimgpancipal executive and princif
financial officers (whom we refer to in this periodeport as our Certifying Officers), as approfgi#o allow timely decisions regarding requiredctbsure. Our managem
evaluated, with the participation of our Certifyifficers, the effectiveness of our disclosure omlstand procedures as of September 30, 2007, gmirsa Rule 13d:5(b) unde
the Securities Exchange Act. Based upon that etiahyaour Certifying Officers concluded that, asS#ptember 30, 2007, our disclosure controls andgatures were not effect
for the reason described below:

In connection with receiving comments from the Sgi®s & Exchange Commission regarding our Annuap&t on form 1KSB filed March 16 2007, we reviewed
appropriateness of the capitalization of certaisteof acquiring various intellectual property tiglkersus treatment of such costs as a period sggen the period in which su
rights were acquired. We identified deficiencieoir internal controls and disclosure controlsteslao the accounting for acquired research anéldpment in accordance w
Paragraph 11(c) of Statement of Financial Accounftandards No. 2 (SFAS No. 2) and accounting guieldrom Financial Accounting Standards Board pretation No.
“Applicability of FASB Statement No. 2 to BusineSsmbinations Accounted for by the Purchase Meth@&diN 4). We restated our consolidated financialestants for the ye
ended December 31, 2006 and for the interim pergoding March 31, 2007, June 30, 2007 and SepteBhe2007, in order to correct the accounting ichsfinancial statemer
with respect to acquired research and developrhantias no alternative future use. Since NovemB@v 2we have undertaken improvements to our inteaarols in an effort t
remediate these deficiencies by improving supesmigind training of our accounting staff to underdtand implement the requirements of complex aciogrissues. We ha
also adopted a policy whereby financial managemehén dealing with the reporting of transactionst timvolve complex and unusual accounting matteii formally researc
relevant accounting literature relating to the &ssand, if necessary, retain the services of afgpeatertified public accountant, other than oodépendent auditor, to assist us
respect to accounting for the transaction(s).

(b) Changes in Internal Control Over Financial Rgorting.

There were changes in our internal control ovearfirial reporting that occurred during our most nélgecompleted fiscal year that have materiallyeaféd, or are reasona
likely to materially affect, our internal controver financial reporting. We will continue to euate the effectiveness of internal controls anadgdares on an on-going basis.
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PART II
OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

None.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

None.

ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.

Exhibit 31.1 Chief Executive Officer Certification Pursuant teclion 13-14 of the Securities Exchange Act
Exhibit 31.2 Chief Financial Officer Certification Pursuant tection 13-14 of the Securities Exchange Act
Exhibit 32.1 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of Sarbane- Oxley Act of 2002 (1
Exhibit 32.Z Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of Sarbane- Oxley Act of 2002 (1

(1) Filed herewith.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgfeaAct, the registrant has caused this reporetsigned on its behalf by the undersigned, theceduly authorized.

OPEXA THERAPEUTICS, INC.

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

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

Date: November 29, 2007
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, David B. McWilliams, certify that:
1. | have reviewed this quarterly report on Forn-QSB/A of Opexa Therapeutics, Inc. (*small business issuel

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

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

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

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurég tdesigned under our supervision, to ensure
material information relating to the small businéssuer, including its consolidated subsidiaries,miade known to us by others within those ent
particularly during the period in which this repateing preparec

b. Designed such internal control over financial réjpgy, or caused such internal control over finah@gaorting to be designed under our supervisioprawide
reasonable assurance regarding the reliabilityiredncial reporting and the preparation of finan@gtdtements for external purposes in accordanca
generally accepted accounting principl

c. Evaluated the effectiveness of the small businessei's disclosure controls and procedures ancemess in this report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

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

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

a. All significant deficiencies and material weaknesse the design or operation of internal controkofinancial reporting which are reasonably liked
adversely affect the small business issuer's widitecord, process, summarize and report fin&nti@rmation; anc

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

By: /s/DAVID B. MCWILLIAMS

David B. McWilliams
President and Chief Executive Officer

Date: November 29, 2007



EXHIBIT 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Lynne Hohlfeld, certify that:
1. I have reviewed this quarterly report on Forn-QSB/A of Opexa Therapeutics, Inc. (“small business issuel

2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or omattde a material fact necessary to make the stémtisnmad:
in light of the circumstances under which suchestants were made, not misleading with respecta@ériod covered by this repo

3. Based on my knowledge, the financial statementd, @her financial information included in this repofairly present in all material respects theaficia
condition, results of operations and cash flowthefsmall business issuer as of, and for, the geqwesented in this repa

4. The small business issuer's other certifying off€eand | are responsible for establishing andnta@iing disclosure controls and procedures (ameefir
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretnat control over financial reporting (as defined&xchange Act Rules 13a-15(f) and 188{{)) for the sma
business issuer and ha'

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned under our supervision, to ensur
material information relating to the small businéssuer, including its consolidated subsidiarigsmiade known to us by others within those ent
particularly during the period in which this rep@tbeing preparec

b. Designed such internal control over financial rejpgy, or caused such internal control over finahmaorting to be designed under our supervisic
provide reasonable assurance regarding the réfiatmf financial reporting and the preparation afiancial statements for external purpose
accordance with generally accepted accounting iplies:

c. Evaluated the effectiveness of the small businesser's disclosure controls and procedures ancmuezs in this report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; i

d. Disclosed in this report any change in the smatdiitiess issuer's internal control over financiabrépg that occurred during the small businessess
fourth fiscal quarter that has materially affected,is reasonably likely to materially affect, temall business issuer's internal control over fea
reporting; anc

5. The small business issuer's other certifying off€eand | have disclosed, based on our most remaitiation of internal control over financial regpiog, to the
small business issuer's auditors and the audit atieerof the small business issuer's board of threqdor persons performing the equivalent funct)o

a. All significant deficiencies and material weaknessethe design or operation of internal controtofinancial reporting which are reasonably liked
adversely affect the small business issuer's ghditecord, process, summarize and report finhntiarmation; anc

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the small business issuer's inte
control over financial reporting

By: /s/LYNNE HOHLFELD

Lynne Hohlfeld
Chief Financial Officer and Principal Accountingfi@ér

Date: November 29, 2007



EXHIBIT 32.1

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

Pursuant to 18 U.S.C. Section 1350, the undersigdifider of Opexa Therapeutics, Inc. (the “Comp3anyiereby certifies, to such officer's knowledgkatt the Company’
Quarterly Report on Form 10-QSB/A for the quarteded September 30, 2007 (the “Repoftilly complies with the requirements of Section d)3¢r Section 15(d), as applical
of the Securities Exchange Act of 1934 and thatinfi@ermation contained in the Report fairly presenn all material respects, the financial conditand results of operations
the Company.

By: /sIDAVID B. MCWILLIAMS
David B. McWilliams
President and Chief Executive Officer

Date: November 29, 2007



EXHIBIT 32.2

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

Pursuant to 18 U.S.C. Section 1350, the undersigdifider of Opexa Therapeutics, Inc. (the “Comp3anyiereby certifies, to such officer's knowledgkatt the Company’
Quarterly Report on Form 10-QSB/A for the quarteded September 30, 2007 (the “Repoftilly complies with the requirements of Section d)3¢r Section 15(d), as applical
of the Securities Exchange Act of 1934 and thatinfi@ermation contained in the Report fairly presenn all material respects, the financial conditand results of operations
the Company.

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

Date: November 29, 20(



