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Forward Looking Statements

The statements contained in this report, other thimbements of historical fact, constitute forwdmdking statements. Such statements include, withitation, all
statements as to expectation, belief, estimatigent, anticipation, development, trial, continggrnd statements as to our future results of ojxenat the progress of our
research and product development programs, the f@ednd timing of, additional capital and capitekpenditures, partnering prospects, the need dalitional intellectual
property rights, effects of regulations, and thégmtial market opportunities. These statementstedio events and/or future financial performanaoé &volve known an
unknown risks, uncertainties and other factors thaly cause our actual results, levels of actiygrformance or achievements or the industry in Whve operate to be
materially different from any future results, levelf activity, performance or achievements expkssémplied by the forward-looking statements. Sghasks and other factors
include those listed under "Risk Factors" and thdesecribed elsewhere in this report.

In some cases, you can identify forward-lookingesteents by our use of terms such as "may," "wihbuld," "expects," "plans," "anticipates," "belies," "estimates,"
“intends,” "predicts," "potential," or the negativef these terms or other comparable terminologyesEnstatements are only predictions. Actual evantssults may differ
materially. In evaluating these statements, yowkhepecifically consider various factors, includithe risks outlined under "Risk Factors." Thes#des may cause our actual
results to differ materially from any forward-loolg statement. Factors that could affect our acteabllts and could cause actual results to diffetarially from those in
forward-looking statements include, but are not limitedthe following:

. Our ability to conduct successful clinical trials @ timely manner;

. Our ability to raise capital to finance our operatis;

. Our ability to compete in the markets in which wpext to market our products;

. Our ability to generate revenue from the commeizéion and sale of our products;
. Our ability to obtain regulatory approval for our@ducts from the FDA;

. Our ability to ensure the safety and efficacy af pwwducts;

. Our ability to obtain and protect proprietary teablngies;

. Our ability to attract and retain talented emplogee

. Our ability to manufacture our products on a comagrscale;

. Our ability to meet our obligations under our ligenagreements;

. The availability of third party reimbursement padis to sustain a market for our products;
. The acceptance of our product candidates in theicaédommunity; and

. A variety of other risks common to our industry alevelopment stage companies, including ongoinglatory review, legislative and regulatory changes
public and investment community perceptions ofiodustry.

Although we believe that the expectations reflestete forward-looking statements are reasonaie cannot guarantee future results, levels of @gtiperformance, or
achievements. Moreover, neither we nor any othesgeassumes responsibility for the accuracy andpeteness of these forward-looking statementsdd\fet intend to
update any of the forward-looking statements afierdate of this report to conform prior statementactual results.




PART |
ITEM 1. BUSINESS.
Overview
Unless otherwise indicated, we use “Opexa,” “thenBany,” “we,” “our” and “us” in this annual repau refer to the businesses of Opexa Therapeutics, |

We are a biopharmaceutical company developing agitais cellular therapies to treat several majoedkes, including multiple sclerosis (MS), rheunabaothritis
(RA), and diabetes. These therapies are basedrguraprietary T-cell and adult stem cell techno&sgi The information discussed related to our prbdandidates is
preliminary and investigative. Our product cantédeaare not approved by the Food and Drug Admatisin (FDA).

T-Cell Therapy

We have an exclusive worldwide license from Baylotlege of Medicine (or Baylor) to an individual@&-cell therapeutic vaccine, Tovaxih, which is in a United
States (U.S.) FDA Phase IIb human clinical triatt@luate its safety and effectiveness in treai®y

MS is the result of a person’s own T-cells attagkime myelin sheath that coats the nerve cells@tentral nervous system (CNS). Tovaxin consistdtenuated
patient-specific myelin reactive T-cells (MRTCs)atst peptides from one or more of the primary giret on the surface of the myelin sheath (myelsidgrotein (MBP),
proteolipid protein (PLP) and myelin oligodendraegiycoprotein (MOG)). Patient-specific MRTCs axpa&nded in culture with specific peptides identlftey our proprietary
test of the patient’s peripheral blood. The celksthen attenuated by gamma irradiation, and retlta the patient as a subcutaneous injectionoéfih further testing is
necessary, results from our initial human trialpesgy to indicate that these attenuated T-cellsscansmmune response directed at the autoreactoad|F in the patient’s body,
resulting in a reduction in the level of harmfut&Hs.

We believe that our initial human trials suggest fliovaxin safely induces the depletion and regaiadtf MRTCs, possibly stabilizing the diseaseusdg the
annualized relapse rate, and potentially improvirgdisability scores of patients. Patients tre@tes 10-subject, open-label Phase /1l dose esoalalinical trial with Tovaxin
have experienced minimal side effects and the fpetocol” analysis of patients treated with Tovaxin achieae€D% reduction (p=0.0039) in annualized relapse (®aRR). The
group treated with the mid dose (30-45 X2 Hdtenuated T-cells) achieved a 100% reduction ifRARhe Phase lIb trial is being conducted withrfid dose. In November 2006,
we enrolled the first patient in a double blindaggbo controlled, 150 patient Phase IIb clinidal.ttWe completed enroliment of all 150 patientd/iay 2007.

In a one-year, 8-subject extension clinical triatedapsing remitting (RRMS) and secondary progressnultiple sclerosis (SPMS) subjects, the “pestpcol” analysis
of Tovaxin therapy achieved a 92% (p=0.0078) reédadh annualized relapse rate (ARR) in subjects wdteived two treatment doses of 30-45 £ afienuated T-cells eight
weeks apart and were monitored for an additionakddks. Subjects in the extension study had prelsidaeen treated an average of approximately Ssyesier at Baylor
College of Medicine under the direction of the inta of Tovaxin Jingwu Zhang, M.D., Ph.D with anlgaversion of the T-cell vaccine.

Preclinical Development

Our Rheumatoid Arthritis (RA) T-cell vaccination@V) technology is conceptually similar to Tovaxi®A is an autoimmune T-cell-mediated disease in tvhic
pathogenic T-cells trigger an inflammatory autoinmauesponse of the synovial joints of the wristeudders, knees, ankles and feet which causes stiffngss, and swelling
around the joints and erosion into cartilage angeb®ur RA TCV technology allows the isolation loé$e pathogenic T-cells from synovial fluid drawenf a patient. We can
expand and attenuate these T-cells in our labgraidre attenuated T-cells can then be injectedgiaibeously into patients with the goal of inducamgimmune response
directed at the Pathogenic T-cells in the patiebddy. We believe this immune response could rethedevel of pathogenic T-cells and potentiallpal the reduction of joint
swelling in RA patients.

Stem Cell Therapy

We have developed a proprietary adult stem cefitelogy to produce monocyte-derived stem cells (MPSom blood. These MDSC can be derived from depés
monocytes, expanded in our laboratories, and therirastered to the same patient. We believe thealbee this is an autologous therapy, there shaultbbimmunological
problems. Normally, allogenic cells trigger hostninmne responses and require the use of anti-refedtiogs.
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Our multi-potent stem cell is derived from peripdddslood monocytes which when cultured under deficenditions are able to further differentiate intveral cellular
lineages. Molecular biology and cellular analysigdies have shown that these MDSCs have specifikersthat distinguish them from other stem céfisaddition these studies
have also shown a time-dependence for the expresesithese markers during the growth and diffeegitn of MDSCslIn vitro experiments with MDSCs have shown their
capacity to differentiate as hematopoietic, epigheéndothelial, endocrine and neuronal cells. @ain focus is the further development of this nyte-derived stem cell
(MDCS) technology as a platform for thevitro generation of highly specialized cells for potelngiaplication in autologous cell therapy for patgewith diseases such diabetes
mellitus and cardiovascular disease.

Other Opportunities

We may conduct basic research to determine thenpakeise of stem cells and differentiated cellstiner indications, such as macular degenerattookes myocardial
infarction, wound healing and Parkinson’s dise&ge .will attempt to partner or sublicense some etthindications if they are not pursued for intedeelopment. For those
indications where we believe we can participate m@ntially, we also desire to partner in key comnamarkets outside of the U.S.

Our Products and Services
Our T-cell Platform
Multiple Sclerosis—Background

In the U.S., approximately 400,000 people suffenfiMS, a chronic progressive autoimmune diseasieeofentral nervous system (CNS) that is causady®fin
autoreactive T-cells progressively eroding the nmyilat surrounds and insulates nerve fibers obtiain and spinal cord resulting in varying amouwftdisability. Globally,
there are approximately 2.5 million MS patientsresyenting a drug market believed to be approxim&8lbillion in 2005. The US markets accountedsiagghtly more than 50
percent of global MS sales in 2005, approximat@ybdillion. MS remains a challenging autoimmunsedise to treat because the pathophysiologic meshamire diverse, and
the chronic, unpredictable course of the diseadeemi difficult to determine whether the favorabféects of shorterm treatment will be sustained. Therapies thaeasy to us
and can safely prevent or stop the progressionsefde represent the greatest unmet need in MS.

In recent years, the understanding of MS pathodgeheas evolved to comprise an initial, T-cell-méedinflammatory activity followed by selective dgetination
(erosion of the myelin coating of the nerve fibexsyl then neurodegeneration. The discovery of géseglevant immune responses has acceleratedb®pment of targeted
therapeutic products for the treatment of the estdges of MS.

Some subjects, who have the appropriate genetigbaend, have increased susceptibility for itheivo activation and expansion of myelin autoreactiveelisc These
myelin autoreactive T-cells may remain dormant,ditgome point they are activated in the periphihiys enabling them to cross the blood-brain ba(B8B) and infiltrate the
healthy tissue of the brain and spinal cord. Thezade of pathogenic events leads to demyelinafiamans, which causes nerve impulse transmissmd#fuse into the tissue
resulting in disability to the subject.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the markenaostly palliative and generally work by modulatiar suppression of the immune system. These tleerégr MS
are dominated by three forms of interferon thatmvbhsed as therapies, require frequent subcutarongamuscular injections (Avonex, Betaseron Redbif). Copaxone is an
immunomodulator that is administered daily. Novan& (mitoxanthrone) is an immunosuppressive draggdan only be given four times per year with atiifie limit of 8 to 12
doses. All of the current therapies only claimltmsthe progression of MS and present significatigmt compliance challenges because of the dasingdule, limited decrease
in relapse rate and side effects profile The ietenfi formulations produce severe flu-like symptomjgction site reactions, infection and neutralgzantibodies (ranging from
5% to 45%) that limit the efficacy of treatment.g@aone causes significant injection site reactiarisle Novantrone causes infections, bone marrgepgession, nausea, hair
thinning, bladder infections, and mouth sores. €tdrsigs must be administered daily to weekly. Tyis%ba selective adhesion molecule inhibitor (an akplategrin
antagonist), represents another class of MS dhagsatorks by preventing immune system cells fraossing the BBB and from moving into the centrvous system (CNS).
Tysabri® requires a once per month infusion and has beatrodiiced to the market after being originally witiiwn in 2005 based on safety concerns over sepatigint deaths
due to a virally mediated brain inflammation.




Tovaxin for Multiple Sclerosis

We believe that Tovaxin works selectively on theefityautoreactive T-cells by harnessing the bodgiral immune defense system and feedback mechsiis
deplete these T-cells and induce favorable immegalatory responses by rebalancing the immunemystevaxin is manufactured by taking the MRTCs fribra blood,
expanding them to a therapeutic degevivo, and attenuating them with gamma irradiation #vpnt DNA replication. These attenuated MRTCs bea injected
subcutaneously into the body in large quantitigse Body recognizes specific T-cell receptor moleswlf these MRTCs as foreign and mounts an immes@onse reaction
against them, not only destroying the injectedratééed MRTCs, but also the circulating, myelin agdative T-cells carrying the peptide-specific T-oeceptor molecules. In
addition, T-cell activation molecules on the suefac the activated MRTCs used as vaccine inducerédole immune regulatory responses, which promtieirgflammatory
responses. Because the therapy uses an individwaticells, the only directly identifiable side exf, observed thus far, is injection site reactiva small percentage of the
patients. These reactions are minor and generaiéy avithin 24 hours.

We believe that this technology platform may happligations in other T-cell mediated diseases agcrohn’s disease, psoriasis, RA and Type ldiabete
Tovaxin Manufacturing

We manufacture our TCV therapy in our own Good Maaoturing Practice (“GMP”) facility. The TCV techlogy used to produce Tovaxin is similar to that of
traditional microbial vaccine technology, where gahogen (or the attenuated derivative) is usetbtive the protective antigens necessary to ingucgective immune
responses. In preparing the Tovaxin for a patidetmyelin autoreactive T-cells causing the diseasdaken from the blood, specifically identifi@shd expandeédx vivoby
incubating these T-cells with selected peptidethénpresence of antigen-presenting cells and gréaetiors. Myelin-peptide reactive T-cells are growrtherapeutic levels and
cryopreserved. Prior to use, the MRTCs are exparfdetulated, and attenuated (by irradiation) toder them incompetent to replicate but viable ferapy. These attenuated
T-cells are administered in a defined schedulaibEstaneous injections. We have shown that a siirgle of a 500 ml bag of patient blood is suffitciemprovide a full year’s
therapeutic regimen of Tovaxin.

C linical Development of Tovaxin

Tovaxin is currently in a Phase Ilb clinical trilatients treated in our Phase /Il open-labelistudith Tovaxin have experienced minimal side @fean approximate
90% average reduction in annualized relapse ratéraprovements in their Kurtzke Expanded Disabifitatus Scale (EDSS), a scoring method used touretite disability of
MS patients.

Tovaxin Phase Ilb Clinical Trial

The Phase llb trial, entitled “A Multicenter, Ramdized, Double-Blind, Placebo-Controlled Study ob8utaneous Tovaxin in Subjects with Clinically ksteld
Syndrome or Relapsing Remitting Multiple Sclerosis”a multi-site double-blind, randomized, placeontrolled 150 (100 treated, 50 placebo) patigat tThe trial is being
conducted at 33 sites in the U.S. The primary emdpall be brain lesion evaluation (the total nuentof gadoliniumenhancing lesions) via MRI with a secondary endplo@ing
annual relapse rate. This trial is designed to destmate the safety and efficacy of Tovaxin. We clatga enrollment in May 2007 and expect top-lirgutts at the end of the
third quarter of 2008.




Preclinical Development
Our Adult Stem Cell Platform
Stem Cells—Background

Stem cells are undifferentiated primary cells theate the potential to become any tissue or orgaheobody. They hold therapeutic promise for theettgpment of
effective treatments and possibly cure for varidiseases. The current stem cell research effoves been divided between embryonic and tissue spexifilt stem cells as
potential therapeutic progenitor cells. Recent expents with embryonic stem (ES) cells have denratest that these highly proliferative, pluripotestls can differentiate into
pancreatic-like -cells. The major problem with ES cells is theirrgdotency and risk that these cells, once trangpthrcould form tumors. Given that as well as tbktipal and
ethical issues surrounding the use of ES celldf éidsue specific stem cells have become attracdi a potential cell therapeutic. Adult tisspecific stem cells have advanta
over ES cells; first, these cells can be isolatethfa more manageable source such as bone marrothesrtissues; second, they proliferate in a adled fashion and without tl
likelihood of tumorogenicity, and third, they caa bsed in an autologous setting and avoid the patdor rejection which exists for allogenic usestem cells.

Hematopoietic stem cells (HSC's), present in theebmarrow and precursors to all blood cells, areetiilly the only type of stem cells commonly usedtherapy.
Doctors have been transferring HSC's in bone matransplants for more than 40 years. Advanced fgaes for collecting or “harvesting” HSC'’s are noged to treat
leukemia, lymphoma and several inherited bloodrdisrs.

The clinical potential of stem cells has also béemonstrated in the treatment of other human dése@scluding diabetes and advanced kidney cahtmavever, these
new therapies have been offered only to a verytdichhumber of patients using adult stem cells.

Stem cell therapies have technical, ethical andllegrdles to overcome before they will be ableaéaised for tissue and organ repair. A signifitamtile to most uses
stem cells is that scientists do not yet fully uistend the signals that turn specific genes onaodfinid influence the differentiation of the stenlic&herefore, scientists will have
to be able to precisely control the differentiatafrstem cells into the specific cell type to bediin a therapy. Current knowledge of the signafgrolling differentiation falls
well short of being able to mimic these conditipnscisely to consistently have identical differated cells for each specified use.

To realize the promise of novel cell-based themafie such pervasive and debilitating diseases aadliabetes and kidney cancer, scientists musbleeto easily and
reproducibly manipulate stem cells so that theyspss the necessary characteristics for succesférkdtiation, transplantation and engraftment.bBouseful for transplant
purposes, stem cells must be reproducibly madertdiferate extensively and generate sufficientrgites of tissue, differentiate into the desiredl type(s), survive in the
recipient after transplant, integrate into the sunding tissue after transplant, function apprdphefor the duration of the recipiestlife, avoid harming the recipient in any w
and avoid the problem of immune rejection. Themeasssurance that any commercialized cell-basadpies will ever be developed.

Therapies Utilizing Our Stem Cell Platform

We have developed a proprietary adult stem cefirtelogy to produce monocyte-derived stem cells (MP8om blood. These MDSC can be derived from é&epés
monocytes, expandaxk vivo, and then administered to the same patient. Weugethat because this is an autologous therapye tshould be no allogenic rejection issues.
Normally, allogenic cells are deleted by host immuesponses and require the use o-rejection drugs.

Our multi-potent stem cell is derived from peripdddslood monocytes which when cultured under deficenditions are able to further differentiate intveral cellular
lineages. Molecular biology and cellular analysigiges have shown that these MDSCs have specifikearathat distinguish them from other stem céfisaddition these studies
have also shown a time-dependence for the expres$ithese markers during the growth and diffeegitn of MDSCs. In vitro experiments with MDSCs kahown their
capacity to differentiate towards hematopoietigtreghial, endothelial, endocrine and neuronal c&llar main focus is the further development of thisnocyte-derived stem cell
technology as a platform for the in vitro genenata highly specialized cells for potential apptioa in autologous cell therapy for patients witkehses such as diabetes
mellitus and cardiovascular disease.




Working either alone or in conjunction with strategartners, we may utilize these MDSC from the sgratient to attempt to develop a therapy which nause
autologous tissue or organ repair. Our initial ing therapeutic target is diabetes mellitus. Otherapeutic targets would be pursued through es#ge licensing or strategic
alliances. The diabetes program is currently ingbireical development.

Pancreatic Islet Cell Development

Diabetes is a disease characterized by the fadlutess of pancreati -cells to generate sufficient levels of the hormorsailin required to maintain normal healthy
glucose levels. Type 1 diabetes is caused by thmplete loss of pancreatft-cells when the body’s own immune system mistakaitgcks and destroys a persopi'sells.
While for Type 2 diabetes the causes are far momgpticated and poorly understood, the results efdisease are similar in that often fhecells fail to generate sufficient
amounts of insulin to maintain normal healthy geedevels. The loss of insulin results in an insecia blood glucose levels that may eventually kedtthe development of
premature cardiovascular disease, stroke, and Kifdileire. Currently there is no permanent curediabetes; however, recent clinical islet cell slantations have shown good
success in restoring long-term endogenous insutidyztion and glycemic stability in subjects wha&@dype 1 diabetes mellitus with unstable basalmarol. Persistent islet
function without injected insulin dependence pr@gaonsiderable benefit.

Current cell transplant therapy for the treatmdrdiabetes is limited by an inadequate supply efilim-producing cells. Cadaveric sources are lich#tad up to three
pancreata are required to obtain clinically sigrifit quantities of -cells for one patient. The identification of adlitman stem cells provides a new prospect for pinigia
sufficient number of insulin-producirf§-cells for transplantation. Using our technologsiregle blood draw may be adequate to produce eligjoantities of3 -cells for a
patient.

In vitro experiments with MDSC have shown their capacitglifferentiate toward a wide variety of cell typesluding pancreatif -like cells. These cells aggregate into
clusters resembling pancreatic Islets of Langerl@msed monocyte derived islets (MDI). The clustggregates show endocrine gene expression. Biochkassays have
demonstrated that MDI can synthesize and secrgtéfisant amounts of insulin during their growthdarespond in a glucose-dependent manner. In addM®| can be
stimulated or repressed by the addition of agomisentagonists of insuliim vitro .

These stem cells are important because of outyabilieasily and cost effectively derive them framindividual's circulating monocytes, expand themd administer
them back into the same patient. This autologopscgeh provides a method to overcome any rejedsgues and the need to suppress the immune systeah are often
associated with current transplantations.

Stem Cell Pre-Clinical and Clinical Development

We are conducting pre-clinical studies to demonstpaoof of concept and method of delivery in pragian for an IND (Investigational New Drug) subsian to the
FDA.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our temlbgies is critical to the development of our besis. We intend to continue to protect our propmnyeiatellectual
property through patents and other appropriate s)éafe rely upon trade-secret protection for somidential and proprietary information and takeiaetmeasures to control
access to that information. We currently have nseidsure agreements with all of our employeessauttants, vendors, advisory board members andacintesearch
organizations.

Our intellectual property strategy includes deveigpproprietary technology for the sourcing, sagbe manufacturing, and storage of T cells and ipotént adult stem
cells and the use of these cells in multiple theutip applications. This strategy will include ergang on technologies in-licensed to us as weihdkensing additional
technologies through collaborations with univeesitand biotech companies.

We have exclusive, worldwide licenses to certaireps and patent applications that relate to ogelltechnology and our multipotent adult stem tathnology.
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T-Cell Therapy Intellectual Property

Our T-cell technology is based on discoveries ntadBr. Jingwu Zang at the Baylor College of Med&in Houston. We have an exclusive, worldwide Igzfrom
Baylor College of Medicine to develop and commdiznéathree technology areas for MS, namelgéllvaccination, peptides, and diagnostics. UtiderLicense Agreement wi
Baylor College of Medicine, we have rights to atatf 11 patents (2 U.S. and 9 foreign) and 80rgagpplications (6 U.S. and 74 foreign).

The license was granted to us by Baylor in exchdageommon stock in Opexa Pharmaceuticals, a compee acquired in November 2004. The license reguis to
pay royalties on sales of products covered byitense. We have filed additional patent applicaticeiated to T-Cell vaccination for MS.

Rheumatoid Arthritis Therapy Intellectual Property

We have an exclusive worldwide license for thellattual property rights and research results chatologous T cell vaccine for RA from the Shandhatitutes for
Biological Sciences (SIBS), Chinese Academy of Sois of the People’s Republic of China. We madeeatime $125,000 license payment and agreed t@ payalty on net
sales of products covered by the license. We hisact ddditional patent applications related to Tt@accination for RA.

Stem Cell Therapy Intellectual Property
We have an exclusive, worldwide license from théversity of Chicago, through its prime contractetationship with Argonne National Laboratory, tpatent
application related to the development of adulttipatent stem cells from monocytes isolated fromlekduman peripheral blood. The technology wasalisced and developed
at the Argonne National Laboratory, a U.S. Depantinoé Energy Laboratory.
Pursuant to the license we have issued a toteB @62 shares of our common stock and paid $232@## University of Chicago. We will owe milestopayments
upon demonstration of efficacy in Phase Il clinisidies, submission for product approval to thé\Ridd approval of licensed products totaling $1,860. We will also pay

royalties on net sales of products covered byitense.

We have filed additional patent applications redatethe process of obtaining monocyte-derived stelis. In addition, we have filed a patent applaafor the process
of differentiation of MDSCs into monocyte-derivesdigts which function like pancreatic islet cells.

Our Product Pipeline
Multiple Sclerosis Therapy

Tovaxin is a vaccine approach for treating MS hiat it induces the body’s immune system to atthekMRTCs that we believe are responsible for dgstgothe myelin
sheath coating of the axons in the central nerggatem. We believe that the depletion and reguiaiiche MRTCs may stop progression of multipleeszsis. Tovaxin is
currently in a Phase llb clinical trial. We comgétenroliment of this trial in May, 2007 and expiectelease top-line data from this trial at the ehthe third quarter of 2008.

Rheumatoid Arthritis Therapy
Our Rheumatoid Arthritis (RA) T-cell vaccination@V) technology is conceptually similar to Tovaxi®A is an autoimmune T-cell-mediated disease in twhic
pathogenic T-cells trigger an inflammatory autoinmauesponse of the synovial joints of the wridteudders, knees, ankles and feet which causes stifngss, and swelling
around the joints. This technology is in preclihidavelopment.

Diabetes Stem Cell Therapy

We believe that there are approximately 20.8 nrilii@ople in the U.S. who have diabetes. More thanillion of these people have Type 1 diabetes tuslliAmong
adults with diagnosed diabetes, approximately 34Ré tnsulin to control their disease. Researchissugave found that improved glycemic control béagfeople with either
Type 1 or Type 2 diabetes. Islet transplantatiangu®pexa’s proprietary monocytierived islet cell may offer the potential to impeoglycemic control in a subgroup of patie
with Type 1 and Type 2 diabetes mellitus who asablied by refractory hypoglycemia. We are in précél development in preparation for an IND subioisso the FDA.
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Other Opportunities

We intend to conduct basic research to determiagtitential use of our stem cells in other indadisuch as macular degeneration, heart attackRarkihson’s
disease. Liver cells (hepatocytes) derived fromstem cells may be valuable across the biopharntiaekindustry to test for drug toxicity or to hetpre liver diseases. We
intend to partner or sublicense some of these atidios if they are not pursued for internal develept. For those indications where we believe itgaricipate commercially,
we will possibly take partners in key commercialrkeds outside of the United States.

Research Collaborations

We anticipate that from time to time in the futuve will enter into collaborative research agreemevith other academic and research institutionswilaise such
agreements to enhance our research capabilitigécdlly, in the industry, such agreements proviteindustry partner with rights to license the lietetual property created
through the collaboration. We may also enter imtitaborative research agreements with other phagntaal companies when we believe such collabaratidl support the
development and commercialization of our technology

Commercialization Through Third Parties

We anticipate that we will grant sublicenses fataie applications of our technologies. We beliévat by sublicensing some of the rights to our tedbgy to
pharmaceutical companies and other third partiesyill be able to more efficiently develop some l&ggiions of our technologies. We currently do hate any sublicenses.

Competition

The development of therapeutic agents for humagedis is intensely competitive. Major pharmaceutioatpanies currently offer a number of pharmacaupecoducts
to treat MS, heart attack, stroke, Parkinson’salise diabetes, liver diseases, arthritis and aliseases for which our technologies may be apgdécalbany pharmaceutical and
biotechnology companies are investigating new deugstherapeutic approaches for the same purpebéd) may achieve new efficacy profiles, extendttierapeutic window
for such products, alter the prognosis of theseadigs, or prevent their onset. We believe thapmducts, when and if successfully developed, edgthpete with these products
principally on the basis of improved and extendiidacy and safety and their overall economic bériefthe health care system. We expect compettidancrease. We believe
that our most significant competitors will be fullytegrated pharmaceutical companies and morelestati biotechnology companies. Smaller companiag afso be significar
competitors, particularly through collaborativeaargements with large pharmaceutical or biotechnotmgnpanies. Some of our primary competitors indineent treatment of
and in the development of treatments for MS inclBd®en-Idec, Elan, Serono, Aventis, Teva, and B@ahering AG. Some of our primary competitorsha tlevelopment of
stem cell therapies include Aastrom BiosciencesoBeGamida-Cell Ltd, Stem Cells Inc., Celleranefdpeutics, and Osiris Therapeutics. Many of tlvesepetitors have
significant products in development that could bmpetitive with our potential products.

Sales and Marketing

We intend to develop a sales force to market ourcelStherapy products in the U.S. Given the cotregion of MS treatment among a relatively smakiner of
specialized neurologists, we believe that a mosiestsales force would be sufficient to marketNt& products.

We plan to partner with large biotech and pharmacaluicompanies for the marketing and sales ofM8rand RA T-cell products outside the U.S. andofar stem cell
therapy products.

Government Regulation

Our research and development activities and thedunanufacturing and marketing of our potentialdoicts are, and will be, subject to regulationsafety and efficacy
by a number of governmental authorities in the &thibtates and other countries.




In the U.S., pharmaceuticals, biologicals and nedievices are subject to FDA regulation. The Faldéood, Drug and Cosmetic Act, as amended, an@tidéic Healtl
Service Act, as amended, the regulations promulgdiereunder, and other Federal and state statntesegulations govern, among other things, thintes human subjects,
manufacture, safety, efficacy, labeling, storag@oet, record keeping, approval, marketing, adsertj and promotion of our potential products. Padievelopment and
approval within this regulatory framework takesuember of years and involves significant uncertaodynbined with the expenditure of substantial reses.

FDA Approval

We will need to obtain FDA approval of any theraggeproduct we plan to market and sell. The FDAl willy grant marketing approval if it determineatia product is
safe and effective. The testing and approval pseal require substantial time, effort and expenBee steps required before our potential prodoetg be marketed in the U.S.
include:

Preclinical Laboratory and Animal TestBreclinical tests include laboratory evaluatiorthaf product and animal studies in specific diseaseéels to assess the potential
safety and efficacy of the product and our formolaas well as the quality and consistency of tlaauafacturing process.

Submission to the FDA of an Application for an Btigational New Drug Exemption, or IND, Which MBstcome Effective Before U.S. Human Clinical Tridsy
CommenceThe results of the preclinical tests are submittetthe FDA as part of marketing approval authorargtand the IND becomes effective 30 days follayits receipt
by the FDA, as long as there are no questions estguor delay or objections from the FDA. The smrrof an IND must keep the FDA informed during theation of the study
through required amendments and reports, includih@rse event reports.

Adequate and Well-Controlled Human Clinical TritdsEstablish the Safety and Efficacy of the Prod@thnical trials, which test the safety and efficaafythe product
in humans, are conducted in accordance with prégdbat detail the objectives of the study, theapaters to be used to monitor safety and the efficateria to be evaluated.
Any product administered in a U.S. clinical trialish be manufactured in accordance with Current Géadufacturing Practice (cGMP or GMP). Each protéssubmitted to
the FDA as part of the IND.

The protocol for each clinical study must be apprbby an independent Institutional Review BoardRi, at the institution at which the study is canted and the
informed consent of all participants must be olgdiriThe IRB will consider, among other things, ¢éiesting information on the product, ethical fastahe safety of human
subjects, the potential benefits of the therapytaedoossible liability of the institution.

Clinical development is traditionally conductedimee sequential phases, which may overlap:
. In Phase |, products are typically introduced im@lthy human subjects or into selected patientijadipns (i.e., patients with a serious diseaseoadition under
study, under physician supervision, as may be dise with our potential products) to test for adeeeactions, dosage tolerance, absorption andbdistm,

metabolism, excretion and clinical pharmacolc

. Phase Il involves studies in a limited populatidmpatients with the disease or condition underwtiod(i) determine the efficacy of the product §pecific targete
indications and populations, (ii) determine optidasage and dosage tolerance and (iii) identifyibtes and common adverse effects and safety rfBkese I
may divided into Phase lla and Phase IIb studiesitiress these issues.) When a dose is chosencandidate product is found to have preliminarydence of
effectiveness, and to have an acceptable safefifepiro Phase Il evaluations, Phase Il trials e

. Phase lll trials are undertaken to develop additisafety and effectiveness information from anaeded patient population, generally at multiplelgtsites.
This information obtained is used to develop adreihderstanding of the risks and benefits of tloelypct, and to determine appropriate labeling &®.

Based on clinical trial progress and results, thé Fnay request changes or may require discontireianthe trials at any time if significant safesgies arise.
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Submission to the FDA of Marketing Authorizatiorphgations and FDA Revievithe results of the preclinical studies and clingtaldies are submitted to the FDA as
part of marketing approval authorization applicasicuch as New Drug Applications (NDAS) or Biolagldcense Applications (BLAs). The FDA will evaleasuch applicatior
for the demonstration of safety and effectiveneS8LA is required for biological products subjeaotlicensure under the Public Health Service Act arust show that the
product is safe, pure and potent. In additionrexjinical and clinical data, the BLA must contaither elements such as manufacturing materialsilistadata, samples and
labeling. FDA approval of a BLA (granted by issuam a license) is required prior to commerciaésal shipment of a biologic, A BLA shall only bepapved once the FDA
examines the product and inspects the manufactestaplishment to assure conformity to the BLA aliépplicable regulations and standards for bi®grhe Center for
Biologics Evaluation and Research has regulatspassibility for review of biologics including callr products and human cells, tissues and celandrtissue-based products
(HCT/Ps), while the Center for Drug Evaluation &ekearch is responsible for review of certain theutic biological products.

The time for approval may vary widely dependingtioa specific product and disease to be treatedaandnber of factors, including the risk/benefibfe identified in
clinical trials, the availability of alternativeg@tments, and the severity of the disease. Additianimal studies or clinical trials may be reqedsiuring the FDA review period,
which might add to the review time.

The FDA’s marketing approval for a product for theatment of a specific disease or condition ircjeel populations in certain clinical circumstascas described on
the approved labeling. The approved use is knowtheSndication.” After the FDA approves a prodtiot the initial indication, further clinical trialmay be required to gain
approval for the use of the product for additiondications. The FDA may also require post-marlgtesting (Phase IV studies) and surveillance daitor for adverse effects,
which could involve significant expense, or maycel®e grant only conditional approvals.

Interaction with the FDA During the Application aRkview Proces&enerally, early interaction and ongoing commurdeatvith the FDA can facilitate the testing and
approval process by helping to clarify FDA expeotad, obtain FDA guidance and directions, and resdisputed issues. In addition, expectations eafobnalized in a
“Special Protocol Assessment,” in which the FDAyides official evaluation and guidance on propogextocols for pivotal Phase lll clinical trials. A8PA documents the
FDA'’s agreement that the design and plan analydiseoPhase Il study adequately addresses obgactivsupport of a regulatory submission suchBls/A

Ongoing Compliance Requirements
Even after product approval or licensure, theresamember of ongoing FDA regulatory requirements|uding:
. Registration and listing
. Regulatory submissions relating to changes in alDBLA (such as the manufacturing process orliaggand annual report
. Adverse event reportin
. Compliance with advertising and promotion restoint that relate to drugs and biologi
. Compliance with GMP and biological product standgglibject to FDA inspection of facilities to detéme compliance)

»  Compliance with “Good Tissue Practice” regulatices applicable. (As defined by regulation, “humalh, ¢issue and cellular and tissue-based produtt€T/P),
which are subject to additional regulatory requieatn include stem cells that are progenitors obtloells; however, the FDA makes no explicit statetin the
regulations regarding the inclusion of other typestem cells.
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Other Regulations

In addition to safety regulations enforced by tiBAFwe are also subject to regulations under theupational Safety and Health Act, the EnvironmeRtaltection Act,
the Toxic Substances Control Act and other preaedtpotential future foreign, Federal, state ardlloegulations. For instance, Product manufaafuestablishments located in
certain states also may be subject to separatéateguand licensing requirements.

Outside the U.S., we will be subject to regulatitret govern the import of drug products from th& Lbr other manufacturing sites and foreign regwarequirements
governing human clinical trials and marketing amatdor our products. The requirements governirggdbnduct of clinical trials, product licensingigimg and reimbursements
vary widely from country to country. In particuldhe European Union is revising its regulatory apgh to high tech products, and representatives fhe U.S., Japan and the
European Union are in the process of harmonizirtgraaking more uniform the regulations for the regison of pharmaceutical products in these threekets.

Research and Development

Research and development expenses for the yead @et'mber 31, 2007 were approximately $13.1 milliainly reflecting the costs of the Phase I/dl &hase Ilb
clinical trials for Tovaxin and research and depeb@nt in support of pre-clinical diabetes stem ttedfapies. Research and development expensteefgear ended December
31, 2006, were approximately $7.9 million.

Organizational History

We are a development-stage company and have adirafierating history. Our predecessor companfirfancial reporting purposes was formed on Jan@an2003 to
acquire rights to our adult stem cell technologgly November 2004 we acquired Opexa Pharmaceuticedsand its MS treatment technology. We are délveloping all of our
technology, and to date, we have not generatedenmgnues from our operations. As we continue gxete our operations plan, we expect our developarghoperating
expenses to increase.

Stock Split

In June 2006, our shareholders approved a oneifiarelverse common stock split. All share, pareshad par value amounts (except authorized shiaaes)been
retroactively adjusted to reflect the split.

Employees

As of December 31, 2007, we had 40 full time emplsy We believe that our relations with our empésyare good. None of our employees is representedunion o
covered by a collective bargaining agreement.

Available Information

We are subject to the information and reportinginegnents of the Securities Exchange Act of 1934he Exchange Act, under which we file periodipo#s, proxy
and information statements and other informatiottwhe United States Securities and Exchange Cosimnisor SEC. Copies of the reports, proxy statémand other
information may be examined without charge at thblieé Reference Room of the SEC, 100 F Street,,NRBom 1580, Washington, D.C. 20549, or on therh&eat
http://www.sec.gov Copies of all or a portion of such materials barobtained from the Public Reference Room of t8€ 8pon payment of prescribed fees. Please caH
at 1-800-SEC-0330 for further information about Fhéblic Reference Room.

Financial and other information about Opexa is labé on our website\yww.opexatherapeutics.con). Information on our website is not incorporatedréference
into this report. We make available on our webdiee of charge, copies of our annual report omb0-K, quarterly reports on Form 10-Q, curreqtorés on Form 8-K, and
amendments to those reports filed or furnishedyamsto Section 13(a) or 15(d) of the Exchangeascsoon as reasonably practicable after filing soaterial electronically or
otherwise furnishing it to the SEC. Copies are labée in print to any Opexa shareholder upon regnesriting to Attention: Investor Relations, OmeXherapeutics, Inc., 2635
N. Crescent Ridge Drive, The Woodlands, TX 77:
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ITEM 1A. RISK FACTORS.
Risks Related to Our Business

The following factors affect our business and tiduistry in which we operate. The risks and uncetits described below are not the only ones we fadditional risks
and uncertainties not presently known or which weently consider immaterial may also have an asiveffect on our business. If any of the mattessudised in the following
risk factors were to occur, our business, financtaldition, results of operations, cash flows, mspects could be materially adversely affected.

Our business is at an early stage of development.

Our business is at an early stage of developmeatdivhot have any products in late-stage clinigalstor on the market. We are still in the eathges of identifying
and conducting research on potential products. ©né/of our products has progressed to the stageing studied in human clinical trials in the WnitStates. Our potential
products will require regulatory approval priomt@rketing in the United States and other countfdéxaining such approval will require significaesearch and development
and preclinical and clinical testing. We may notisée to develop any products, to obtain reguladgpgrovals, to enter clinical trials for any of guoduct candidates, or to
commercialize any products. Our product candidatag prove to have undesirable and unintended $idete or other characteristics adversely affecthar safety, efficacy or
cost-effectiveness that could prevent or limit these. Any product using any of our technology rfealyto provide the intended therapeutic benefitsachieve therapeutic
benefits equal to or better than the standardeatttnent at the time of testing or production.

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

We have not generated any profits since our entrythe biotechnology business, have no sourceva&nues, and have incurred significant operatingds. We expect
to incur additional operating losses for the foesdse future and, as we increase our researcheraogppment activities, we expect our operatingdegs increase significantly.
We do not have any sources of revenues and mdyawvetany in the foreseeable future.

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

We need to obtain significant amounts of additiareglital to develop our products and continue ausiriess. The capital may come from many sournekjding
equity and/or debt financings, license arrangememénts and/or collaborative research arrangemastef December 31, 2007, we had cash and cashadeuts of
approximately $2.6 million. In February 2008 we geted a public financing of common stock and watsaThe net proceeds to Opexa, after underwrigeodnts and
commissions but before expenses was approximae8/illion. Our current burn rate is approximat®800,000 per month. We will need to raise addélarapital to fund our
working capital needs beyond early fourth quarfe2GD8. We must rely upon thingarty debt or equity funding and we can provideassurance that we will be successful in
funding effort. The failure to raise such fundslwicessitate the curtailment or ceasing of opamatand impact the completion of our clinical sial

The timing and degree of any future capital requigats will depend on many factors, including:
. the accuracy of the assumptions underlying oumesés for capital needs in 2008 and beyt
. scientific progress in our research and developmpesgrams
. the magnitude and scope of our research and develuprograms
. our ability to establish, enforce and maintaintefgé&c arrangements for research, developmentgelitésting, manufacturing and marketi
. our progress with preclinical development and chihtrials;
. the time and costs involved in obtaining regulatapyprovals
. the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentotgianc
. the number and type of product candidates thatwrsue.
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We do not have any committed sources of capitdipagh we have issued and outstanding warrantsitiedercised, would result in an equity capitbing transactior
Additional financing through strategic collaboratio public or private equity financings, capitalde transactions or other financing sources mapaatvailable on acceptable
terms, or at all. Additional equity financings cdugsult in significant dilution to our stockholdeFurther, if additional funds are obtained thtoag-angements with
collaborative partners, these arrangements mayreegs to relinquish rights to some of our techg@s, product candidates or products that we wotlidrwise seek to develop
and commercialize ourselves. If sufficient capisahot available, we may be required to delay, cedhe scope of or eliminate one or more of ougrams, any of which could
have a material adverse effect on our financiat@n or business prospects.

We have a “going-concern qualification” in our ceifying accountant’s financial statement report, wtih may make capital raising more difficult and magquire us to scale
back or cease operations.

The report of our independent auditors in respétte2007 fiscal year, included elsewhere in #riaual report includes a going concern qualificatidich indicates a
absence of obvious or reasonably assured sourdatucé funding that will be required by us to ntain ongoing operations. Although we have succiigsiinded Opexa, to
date, by attracting additional investors in ourigquhere is no assurance that our capital raisifigrts will be able to attract the additional tapneeded to sustain our
operations. The going concern qualification fromn auditors may make it more difficult for us tosaifunds. If we are unable to obtain additionalding for operations, we
may not be able to continue operations as propaegdiring us to modify our business plan, cuntaiious aspects of our operations or cease opesatim such event, investors
may lose a portion or all of their investment.

We will need regulatory approvals for all of our pduct candidates which require that all of our pradt candidates be tested in clinical trials. Climictrials are subject to
extensive regulatory requirements, very expenstirag-consuming and difficult to design and impleme®ur products may fail to achieve necessary sgfand efficacy
endpoints during clinical trials in which case weilvbe unable to generate revenue from the commatization and sale of our products.

Human clinical trials are very expensive and diffido design and implement, in part because theysabject to rigorous Food and Drug AdministraiBBA)
requirements, and must otherwise comply with feldstate and local requirements and policies oftieelical institutions where they are conductede @limical trial process is
also time-consuming. We estimate that clinicaldrf our product candidates will take at leastesalyears to complete. Furthermore, failure casupat any stage of the trials,
and we could encounter problems that cause usatodaim or repeat clinical trials. The commencemadt@mpletion of clinical trials may be delayeddeyeral factors,
including:

. FDA or Institutional Review Board (IRB) objection proposed protocol:

. discussions or disagreement with the FDA over tlejaacy of trial design to potentially demonsteftectiveness, and subsequent design modificat
. unforeseen safety issu¢

. determination of dosing issues and related adjussn

. lack of effectiveness during clinical tria

. slower than expected rates of patient recruitr

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

. challenges to patient monitoring and data collectiaring or after treatment (for example, pati’ failure to return for follov-up visits); anc

. failure of medical investigators to follow our dlial protocols

In addition we or the FDA (based on its authorioclinical studies) may delay a proposed inveditoign or suspend clinical trials in progress at ame if it appears
that the study may pose significant risks to thegtparticipants or other serious deficienciesideatified. Prior to approval of our product the ABhust determine that the data
demonstrate safety and effectiveness. The largerityapf drug candidates that begin human clintcals fail to demonstrate the desired safety dfidaey characteristics.
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Even if we obtain regulatory approvals for certafrour product candidates, that approval may bgestibo limitations on the indicated uses for whicimay be marketed. Our
ability to generate revenues from the commercitibneand sale of our products will be limited byydailure to obtain necessary regulatory approvals.

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

Our business strategy is dependent upon the skilsknowledge of our management team. If any etigmployee leaves, we may be unable on a timedisha hire
suitable replacements to effectively operate owirirss. We also operate with a very small numbergfloyees and thus have little or no backup céipafiir their activities.
The loss of the services of any member of our memesgt team or the loss of a number of other empkogeuld have a material adverse effect on ounbkasiand results of
operations.

We are dependent on contract research organizatians other contractors for clinical testing and farertain research and development activities, thhs timing and
adequacy of our clinical trials and such researcltavities are, to a certain extent, beyond our crit

The nature of clinical trials and our businesstetig requires us to rely on contract research dzgéons, independent clinical investigators artteothird party service
providers to assist us with clinical testing andaia research and development activities. For gtanour current Phase Ilb clinical study of Tovafor MS is being managed
by the contract research organization PharmaNeg.. |1As a result, our success is dependent uporutteess of these outside parties in performing tlesiponsibilities. Althoug
we believe our contractors are economically mogslab perform on their contractual obligations,ca@not directly control the adequacy and timelirefdbie resources and
expertise applied to these activities by our cantna. If our contractors do not perform their eitiés in an adequate or timely manner, the devekmt and commercialization
our drug candidates could be delayed.

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

Our business depends on three licenses from thiies. These third party license agreements impbBgations on us, such as payment obligationsadligations to
diligently pursue development of commercial proguatder the licensed patents. If a licensor bedi¢hat we have failed to meet our obligations urediézense agreement, the
licensor could seek to limit or terminate our lisemrights, which could lead to costly and tismsuming litigation and, potentially, a loss o titcensed rights. During the peri
of any such litigation, our ability to carry outtidevelopment and commercialization of potentiabpcts could be significantly and negatively aféectif our license rights were
restricted or ultimately lost, our ability to camtie our business based on the affected technolagfgqn could be severely adversely affected.

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

We conduct our research and development in a 1G&08re foot facility in The Woodlands, Texas, vhitcludes an approximately 800 square foot sditeree room
for the manufacture of T-cell therapies which wettyh Phase lll trials of Tovaxin as a therapyM$. Our current facility is not large enough to daot commercial-scale
manufacturing operations. We will need to exparrther our manufacturing staff and facility, obtaimew facility or contract with corporate collabiora or other third parties
assist with future drug production.

In the event that we decide to establish a commalesciale manufacturing facility, we will requirebstantial additional funds and will be requirechire and train
significant numbers of employees and comply withlipable regulations, which are extensive. We dbohawe funds available for building a manufacturiaglity, and we may
not be able to build a manufacturing facility thath meets regulatory requirements and is suffidienour commercial-scale manufacturing.

We may arrange with third parties for the manufeetf our future products. However, our third-patyrcing strategy may not result in a cost-effectheans for
manufacturing our future products. If we employdkparty manufacturers, we will not control manpedts of the manufacturing process, including c@anpk by these third
parties with the FDA'’s current Good Manufacturing®ices and other regulatory requirements. Wénéurtnay not be able to obtain adequate supplies fhird-party
manufacturers in a timely fashion for developmenmt@mmercialization purposes, and commercial gtiastof products may not be available from contraahufacturers at
acceptable costs.

14




Patents obtained by other persons may result irrimjement claims against us that are costly to dedeand which may limit our ability to use the disprd technologies an
prevent us from pursuing research and developmentommercialization of potential product:

A number of pharmaceutical, biotechnology and otimenpanies, universities and research institutiene filed patent applications or have been ispagents relating
to cell therapy, stem cells, T-cells, and othehtedogies potentially relevant to or required by expected products. We cannot predict which, ¥, &f such applications will
issue as patents or the claims that might be atlo¥i¢e are aware that a number of companies haaet dipplications relating to stem cells. We are aisare of a number of
patent applications and patents claiming use of stells and other modified cells to treat disedsmrder or injury.

If third party patents or patent applications camtdaims infringed by either our licensed techmpyl@r other technology required to make and usepotential products
and such claims are ultimately determined to balydiere can be no assurance that we would betaloletain licenses to these patents at a reas®iabt, if at all, or be able to
develop or obtain alternative technology. If we an@ble to obtain such licenses at a reasonabtewesnay not be able to develop some products centiaily. There can be 1
assurance that we will not be obliged to defendelues in court against allegations of infringemarthird party patents. Patent litigation is vexpensive and could consume
substantial resources and create significant uaicéigs. An adverse outcome in such a suit coubjesti us to significant liabilities to third parsierequire disputed rights to be
licensed from third parties, or require us to caasieg 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 technologies. The patent positions of pharmacaiuand
biotechnology companies, including ours, are udernd involve complex and evolving legal anddatfjuestions. The coverage sought in a patenicapipin can be denied
significantly reduced before or after the patensssied. Consequently, we do not know whether #tenp applications for our technology will resultthe issuance of patents, or
if any future patents will provide significant peation or commercial advantage or will be circunteerby others. Since patent applications are seatétthe applications are
published (usually eighteen months after the estréffective filing date), and since publicationdidcoveries in the scientific or patent literatoften lags behind actual
discoveries, we cannot be certain that the inverabour licensed patents were the first to makerlientions covered by the patent applicationthat the licensed patent
applications were the first to be filed for suchiéntions. There can be no assurance that patetissuie from the patent applications or, if issut such patents will be of
commercial benefit to us, afford us adequate ptimedrom competing products, or not be challengedeclared invalid.

Our competition includes fully integrated biopharncautical and pharmaceutical companies that haversfgcant advantages over us.

The markets for therapeutic stem cell productsiplalsclerosis products, and rheumatoid arthpitisducts are highly competitive. Our most significaompetitors are
fully integrated pharmaceutical companies and nestablished biotechnology companies. These comphaiee significantly greater capital resourcesexpertise in research
and development, manufacturing, testing, obtaimégwlatory approvals, and marketing than we culyefd. Many of these potential competitors arelartalong in the process
of product development and also operate large, eoyyiunded research and development programs.rAsudt, our competitors may develop more competitivaffordable
products, or achieve earlier patent protectionrodpct commercialization than we are able to achi€@ompetitive products may render any productgraduct candidates that
we develop obsolete.
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The market for our products will be heavily depemden third party reimbursement policies.

Our ability to successfully commercialize our protoandidates will depend on the extent to whichegoment healthcare programs, such as Medicard/aditaid, as
well as private health insurers, health maintenamganizations and other third party payors wil far our products and related treatments. Reingment by third party payo
depends on a number of factors, including the paytstermination that use of the product is safé effective, not experimental or investigationagditally necessary,
appropriate for the specific patient and cost-éffec Reimbursement may not be available or maietafor any of our product candidates. If we db ointain approvals for
adequate third party reimbursements, we may nabbeto establish or maintain price levels suffiti® realize an appropriate return on our investnire product
development. Any limits on reimbursement fromdhparty payors may reduce the demand for, or neggtaffect the price of, our products.

Restrictive and extensive government regulation ktbslow or hinder our production of a cellular pragtt.

The research and development of stem cell therépmsbject to and restricted by extensive regutaliy governmental authorities in the United Stared other
countries. The process of obtaining FDA and otleeessary regulatory approvals is lengthy, expereieuncertain. We may fail to obtain the necesapprovals to continue
our research and development, which would hindembility to manufacture or market any future produEven after granting regulatory approval theARihd regulatory
agencies in other countries continue to reviewiaspect marketed products, manufacturers and metwifiag facilities, which may create additional wéggory burdens.

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

Our product candidates, if approved for marketmgy not achieve market acceptance since hospitaysjcians, patients or the medical community inegal may
decide to not accept and utilize these products.pfbduct candidates that we are attempting toldpvepresent substantial departures from estadisteatment methods and
will compete with a number of more conventionalgrand therapies manufactured and marketed by pgymaceutical companies. The degree of markefptacce of any of
our developed products will depend on a numbeaciofrs, including:

. our establishment and demonstration to the medaalmunity of the clinical efficacy and safety ofrquroduct candidate:
. our ability to create products that are supericalternatives currently on the mark
. our ability to establish in the medical communltig potential advantage of our treatments overratare treatment methods; a
. reimbursement policies of government and I-party payers
If the health care community does not accept oadpets for any of the foregoing reasons, or for atiner reason, our business would be materiallgnkdr
Risks Related to Our Securities

There is currently a limited market for our secuigs, and any trading market that exists in our seities may be highly illiquid and may not refleché underlying value of
our net assets or business prospects.

Although our common stock and Series E warrantdradeed on the NASDAQ Capital Market, there is ently a limited market for our securities and these be no
assurance that an improved market will ever develogestors are cautioned not to rely on the pdgsilthat an active trading market may develop.

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

In the past, following periods of market volatility the price of a company’s securities or the répg of unfavorable news, security holders havemfnstituted class
action litigation. If the market value of our seities experience adverse fluctuations and we bedoxwdved in this type of litigation, regardlesstbg outcome, we could incur
substantial legal costs and our management’s atteaduld be diverted from the operation of ouribass, causing our business to suffer.
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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 issiat“blank check” preferred stock with such desigons, rights and preferences as may be deternbiypedr board of
directors without shareholder approval. Our prefestock could be utilized as a method of discantaglelaying, or preventing a change in our cdrarm as a method of
preventing shareholders from receiving a premiuntteir shares in connection with a change of aintr

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

We may sell additional shares of common stock isequent public or private offerings. We may afsue additional shares of common stock to finanted
acquisitions. We cannot predict the size of fuiaseiances of our common stock or the effect, if #mgt future issuances and sales of shares afmumon stock will have on
the market price of our common stock. Sales of suitil amounts of our common stock (including slsassued in connection with an acquisition), ergkrception that such
sales could occur, may adversely affect prevaitiragket prices for our common stock.

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

We currently anticipate that no cash dividends hélpaid on the common stock in the foreseeabledutVhile our dividend policy will be based on therating result
and capital needs of the business, it is anticiptitat all earnings, if any, will be retained todnce the future expansion of the our business.
ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.

ITEM 2. PROPERTIES.

Our 10,200 sq. ft. facility is located on 3 acre2@85 North Crescent Ridge Drive in The Woodlafitssas. This location provides space for reseanchdgvelopment
and manufacturing capacity for clinical trials;pesialized Flow Cytometry and Microscopy lab; supmd clinical trials with 800 sq. ft. of good maflagturing practice (GMP)
manufacturing suites; Quality Systems managemettavQuality Control Laboratory, Regulatory Affai3uality Assurance; as well as administrative supgpace. There is
2,500 sq. ft. of space still available for futurgl8-out. We lease the facility including the progyefor a term ending in 2015 with two options for additional five years each at
the then prevailing market rate.

ITEM 3. LEGAL PROCEEDINGS.

We are not currently a party to any material lggakeedings.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURIT Y HOLDERS.

No matters were submitted to a vote of our sectndtglers, through solicitation of proxies or oth&®y during the quarter ended December 31, 2007.

PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES.

Market Information and Holders

Our common stock is traded on the NASDAQ Capitathdaunder the symbol “OPXA”. As of March 12, 20@8ere were 323 holders of record of the commoaokst
This number does not include stockholders for wistiares were held in “nominee” or “street name.” @ammon stock trades on a limited, sporadic andtilelbasis.
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The table below shows the high and low per-shatértiormation for our common stock for the perigadicated, as reported by NASDAQ.

Price Ranges

High Low

Fiscal Year Ended December 31, 2006

First Quarte! $ 70C $ 4.4C
Second Quarte 10.1C 5.1C
Third Quartel 9.1t 4.9z
Fourth Quarte 7.0C 5.4C
Fiscal Year Ended December 31, 2007

First Quartel 6.0 3.9C
Second Quarte 5.8¢ 4.0%
Third Quartel 5.3t 3.5C
Fourth Quarte 4.3C 1.8t

Dividends

We have never declared or paid any cash dividenasiocommon stock and we do not intend to pay dastiends in the foreseeable future. We curreexigect to
retain any future earnings to fund the operatioth@pansion of our business.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information, as aéd@mber 31, 2007, with respect to our compensatemms under which common stock is authorized feuasice. We
issue options to officers, directors, employees@nsultants under our stockholder approved 200#g@msatory Stock Plan. We believe that the exemige for all of the
options set forth below reflects fair market value.

Number of
Securities
Remaining
Available for
Future Issuance
Under Equity

Number of Securities Weighted Average Compensation
to be Issued Upon Exercise Price of Plans (Excluding
Exercise of Outstanding Securities
Outstanding Options, Options, Warrants Reflected in
Warrants and Rights and Rights Column A)
Plan Category (A) (B) (©)
Equity Compensation Plans Approved by Security Sthalders 1,039,52! 9.31 160,47!
Equity Compensation Plans Not Approved by Seci8hgreholders - - -
Total 1,039,52! 9.31 160,47!

Refer to Item 8, Note 11 “Options and Warraritsthe Notes to Our Consolidated Financial Statedmér the fiscal year ended December 31, 2007udled] elsewhere in tl
annual report for a description of our equity comgagion plan.

Recent Sales of Unregistered Securities and EquiBurchases by Company

None.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS.

The following discussion of our financial conditiand results of operations should be read in cocfiom with the accompanying financial statementd e related
footnotes theretc

Organizational Overview

We are a development-stage company and have adimfierating history. Our predecessor companyiffiantial reporting purposes was formed on Januarp@03 to
acquire rights to our adult stem cell technologyNbvember 2004 we acquired Opexa Pharmaceutioalsand its MS treatment technology. We are délreloping all of our
technology, and to date, we have not generateden@nues from our operations. As we continue te@ebesour operations plan, we expect our developmedtoperating
expenses to increase.

Critical Accounting Policies

Our discussion and analysis of our financial cdndiind results of operations is based on our difzged financial statements, which have been pezbe accordance
with accounting principles generally accepted @ thS. The preparation of these consolidated filgdstatements requires us to make estimates algjents that affect the
reported amounts of assets, liabilities and expense base our estimates on historical experiendea various other assumptions that we believ®eteeasonable under the
circumstances, the results of which form the bfasisnaking judgments about the carrying valuesssiets and liabilities that are not readily appafiemh other sources. Actual
results may differ from these estimates under diffeassumptions or conditions. We believe thefalhg critical accounting policies affect our msginificant judgments and
estimates used in preparation of our consolidatexh€ial statements.

Stock-Based CompensationOn January 1, 2006, we adopted the provisionsaieBtent of Financial Accounting Standards No. 128Rare-Based Payment” (“SFAS
123R") which establishes accounting for equityimstents exchanged for employee service. We utilizeBlack-Scholes option pricing model to estintatefair value of
employee stock based compensation at the datenf,grhich requires the input of highly subjectassumptions, including expected volatility and exed life. Further, as
required under SFAS 123R, we now estimate forfegdor options granted, which are not expectecest.\Changes in these inputs and assumptions cizmiatiy affect the
measure of estimated fair value of our share-basetpensation. These assumptions are subjectivgemetally require significant analysis and judgnterdevelop. When
estimating fair value, some of the assumptions bélbased on, or determined from, external dateotiret assumptions may be derived from our histbegperience with stock-
based payment arrangements. The appropriate weigidice on historical experience is a matter dgjuent, based on relevant facts and circumstances.

We estimated volatility by considering historicedek volatility. As allowed by Staff Accounting Betin (SAB) No. 107, SharBased Payment, we have opted to us
simplified method for estimating expected term égoahe midpoint between the vesting period areldbntractual term.

Research and DevelopmenfThe costs of materials and equipment or facilitiest are acquired or constructed for research amdldpment activities and that have
alternative future uses are capitalized as tangis$ets when acquired or constructed. The costobf materials consumed in research and developactmities and the
depreciation of such equipment or facilities usethbse activities are research and developmets.ddewever, the costs of materials, equipmentadilities acquired or
constructed for research and development activitiashave no alternative future uses are considergearch and development costs and are expentedtane the costs are
incurred.

Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFASS) 133, “Accounting for Derivative Instrumentsdadedging
Activities,” as amended, requires all derivativede recorded on the balance sheet at fair valuesd derivatives are separately valued and acabéoten our balance sheet.
Fair values for securities traded in the open ntaake derivatives are based on quoted market pNgbere market prices are not readily availablie Malues are determined
using market based pricing models incorporatinglifgmbservable market data and requiring judgnaamt estimates.
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The pricing model we use for determining fair valwé our derivatives is the Black Scholes Pricingddl. Valuations derived from this model are subje®ngoing
internal and external verification and review. Thedel uses market-sourced inputs such as intextest, rexchange rates and stock price volatiliSetection of these inputs
involves management'’s judgment and may impactrmeime.

In December 2006, the FASB issued FASB StafftiRwsNo. EITF 00-19-2, Accounting for RegistratiBayment Arrangements (EITF 00-19-2). EITF 00-19-2
addresses an issuer’s accounting for registrai@ymgent arrangements. It specifies that the contingkligation to make future payments or otherviiaasfer consideration
under a registration payment arrangement, whesiseled as a separate agreement or included asiasignoaf a financial instrument or other agreemehtuld be separately
recognized and measured in accordance with FAS®r8&nt No. 5, Accounting for Contingencies. Thedguce in EITF 00-19-2 amends FASB Statements N®,. 13
Accounting for Derivative Instruments and Hedgingtigities, and No. 150, Accounting for Certain Fic&l Instruments with Characteristics of both lilisles and Equity, and
FASB Interpretation No. 45, Guarantor’s Accountargl Disclosure Requirements for Guarantees, Inotubfidirect Guarantees of Indebtedness of Othelisctude scope
exceptions for registration payment arrangemeni-B0-19-2 also requires additional disclosurearding the nature of any registration payment ayeaments, alternative
settlement methods, the maximum potential amounbos§ideration and the current carrying amounhefliability, if any. This EITF is effective immeately for registration
payment arrangements and the financial instrunmigect to those arrangements that are enteredintmdified subsequent to the date of issue sfEiTF. For registration
payment arrangements and financial instrumentsestty those arrangements that were entered ifaotprthe issuance of this EITF, this is effectfee financial statements
issued for fiscal years beginning after December2086, and interim periods within those fiscalngedhe impact of implementing EITF 00-19-2 in fteeal year 2007 resulted
in a cumulative effect of a change in accountiriggiple with a credit to beginning retained earmsirg $6,656,677 and a reversal of the same amouhetderivative liability
account.

Results of Operations
Comparison of Year Ended December 31, 2007 with théear Ended December 31, 2006
Net Sales. We recorded no sales for the years end@dcember 31, 2007 and 2006.

Research and Development ExpenseResearch and development expense was $13,071 B88tefgear ended December 31, 2007, compared 88373 for th
year ended December 31, 20

The increase in expenses was primarily due to ésesof the Phase 1lb clinical trial for Tovaxindaan increase in stock compensation expense retard907. We
have made and expect to continue to make subdtanéstments in research and development in ddevelop and market our technology. We experseareh and
development costs as incurred. Acquired researdidanelopment that has no alternative future usgpensed when acquired. Property, plant and earnpfor research and
development that has an alternative future usap#alized and the related depreciation is expenségexpect our research and development expensergase as we continue
to invest in the development of our technology.

General and Administrative ExpensesOur general and administrative expense was $3,068# the year ended December 31, 2007, as comhpau®s,461,047 for
the December 31, 2006. The decrease in expenpésiarily due to a decrease in stock compensatipermse, professional service fees and overheadhsgpeWe anticipate
increases in general and administrative expense® @sntinue to develop and expand our producfgias.

Interest Expense.Interest expense was $16,103 for the year endedrbleer 31, 2007, compared to $984 for the year eb@degmber 31, 2006. The increase in interest
expense was primarily due to a loan payable cangisf an equipment line of up to $250,000 with Wélargo of which $222,816 was outstanding as afebeer 31, 2007.

Interest Income. Interest income was $477,605 for the year ende@é@ber 31, 2007 compared to $688,299 for the yeded®BDecember 31, 2006. The decrease was
due to the reduction in cash balances that weréasl@for investment in cash equivalent investrsent
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Gain (Loss) on Derivative Instruments Liabilities,net. The implementation of EITF 00-19-2 in the fiscahy@007, discussed in “Accounting for Derivative
Instruments”resulted in a cumulative effect of a change in aotiag principle with a credit to beginning retaihearnings of $6,656,677 and a reversal of the sarmaint to th
derivative liability account as compared to a gairderivative instruments of $104,978 for the tveetvonths ended December 31, 2006.

Gain on Extinguishment of Debt. Opexa entered into a second amended and resiz@edd agreement with the University of Chicagd #laninated the obligatiol
under the prior agreement for the payment of $lilbom due July 31, 2007 and the obligation to 1,623 shares of Opexa common stock. Theseatiblits were recorded
research and development expense, with the ligsiliecorded as notes payablirrent portion of $1.5 million and a stock payableb112,440. As a result of the amendr
and restatement of the license agreement with thieelsity of Chicago $1,612,440 was reported aaia gn extinguishment of liability. Opexa appligsg accounting guidan
of Financial Accounting Standard No. 140, “Accougtifor Transfers and Servicing of Financial Assatsl Extinguishments of Liabilities” (“FAS 140") arElTF 9619
“Debtor's Accounting for a Modification or ExchangeDebt Instruments”.

Net loss.We had a net loss for the year ended December®Y, df $14,667,367, or $2.19 per share (basicdilnted), compared with a net loss of $12,649,16¢
$2.35 per share (basic and diluted), for the yealed December 31, 2006. The increase in net lopsngarily due to the costs associated with thesBhéb clinical trial fo
Tovaxin offset in part by a reduction in stock-lhsempensation expense, and a gain on extinguishofidiability.

Comparison of Year Ended December 31, 2006 with théear Ended December 31, 2005
Net SalesWe recorded no sales for the twelve months endegmber 31, 2006 and 2005.

Research and Development ExpenseResearch and development expense was $7,850,3#&fowelve months ended December 31, 2006, as a@upo $5,159,8¢
the twelve months ended December 31, 2005. Thease in expenses was primarily due to the codfiseoPhase I/ll and Phase IIb clinical trials fmvaxin and research a
development in support of pinical diabetes stem cell therapies. We havearat expect to continue to make substantial invests in research and development in ord
develop and market our technology. We expensearelseand development costs as incurred. Acquiredareh and development that has no alternativeefutse is expens
when acquired. Property, plant and equipment feeaech and development that has an alternativeefute is capitalized and the related depreciai@xpensed as research
development costs. We expect our research andagexent expense to increase as we continue totimvéise development of our technology.

General and Administrative ExpensesOur general and administrative expenses duringvileése months ended December 31, 2006, was $5,486186 compared
$6,259,075 for the twelve months ended DecembeRB05. The decrease in expenses is due to a cotianiraf factors including a decrease in stock conspgion expense
professional service fees and overhead expens260f. General and administrative expenses consisiafly of salaries and benefits, stock compemsagxpense, offic
expense, professional services fees, and otheo@igpoverhead costs. We anticipate increasesriargl and administrative expenses as we contmdevelop and prepare
commercialization of our technology.

Interest Expense.Interest expense was $984 for the twelve montheemkcember 31, 2006 compared to $7,323,851 fotvteéve months ended December
2005. Interest expense during 2005 was due tesmpatgable that were outstanding during the secaadey of 2005 which were subsequently convertea équity in June 200
resulting in acceleration of the amortization of tliscount related to the notes.

Interest Income. Interest income was $688,299 for the twelve momthded December 31, 2006 compared to $81,930 fotvthlre months ended December
2005. The increase was due to the investmenteofdlsh proceeds from a 2006 equity financing imtdkom and cash equivalent investments.

Gain (Loss) on Derivative Instruments Liabilities,net. The Company recognized a gain on derivative insémisof $104,978 for the twelve months ended Deeemb
31, 2006 compared to $3,896,841 for the twelve moenhded December 31, 2005. The decrease is aoésud net unrealized (non-cash) change in thesédue of our
derivative instrument liabilities.
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Net Loss.We had net loss for the year ended December 38,20012,649,170 or ($2.35) per share (basic dlnted), compared with a net loss of $14,856,72458r49
per share (basic and diluted), for the twelve merthded December 31, 2005.
Liquidity and Capital Resources

Historically, we have financed our operations pritlgefrom the sale of debt and equity securities.@ December 31, 2007 we had cash and cash egnigaif
approximately $2.6 million.

Our financing activities generated $112,494 forythar ended December 31, 2007 as compared to apyatety $21.3 million for the same year ended Deoen31,
2006. The cash generated from financing activitie?006 resulted from the sale of common stockguity financings.

On February 19, 2008 we closed a public offering,600,000 shares of common stock at a pricegptiblic of $2.00 per share and 4,025,000 Seriearfants to
purchase shares of common stock exercisable ab $210share at a price of $0.15 per warrant.

Our current burn rate is approximately $900,000rpenth. Our capital resources at December 31, 200iZsupport our operations at current level®ittie first quarter
of 2008. With the proceeds of the February 2008rivfg, we will still need to raise additional ctgiin fiscal year 2008 to fund our business plad support our operations
beyond early fourth quarter of 2008. As our praspéor funding, if any, develop during the fisgalar, we will assess our business plan and makest@aadgnts accordingly. The
report of our independent auditors with regarduofmancial statements for the fiscal year endeddénber 31, 2007, includes a going concern quatifin. Although we have
successfully funded our operations to date by tttrg additional investors in our equity, theregsassurance that our capital raising efforts éllable to attract additional
necessary capital for our operations. If we areblento obtain additional funding for operationsay time now or in the future, we may not be abledntinue operations as
proposed, requiring us to modify our business ptantail various aspects of our operations or cegseations.

Off-Balance Sheet Arrangements
None.
Contractual Commitments

A tabular disclosure of contractual obligation®atember 31, 2007, is as follows:

Payments Due by Perioc

Less than 1-3 3-5 More than
Total 1 year years years 5 years
Operating Lease¥ $ 1,161,72¢ $ 142,52 $ 287,32; $ 297,66¢ $ 434,21
Consulting Agreements $ 50C $ 50C $ - $ - 3 -
Total $ 1,162,22¢ $ 143,02: $ 287,32: $ 297,66¢ $ 434,21¢

(1) Includes lease for office equipment.

Recently Issued Accounting Pronouncements.

In July 2006, the FASB issued Interpretation No(B# No. 48), “Accounting for Uncertainty in IncaniTaxes.” This interpretation requires recognitol
measurement of uncertain income tax positions usifrgore-likely-than-not” approach. FIN No. 48 ieetive for fiscal years beginning after DecembBr 2006. Management
is still evaluating what effect this will have dmetCompany’s financial statements.

In September 2006, the FASB issued SFAS 157, ‘Falwe Measurements.” This standard defines faueatstablishes a framework for measuring fairevau
generally accepted accounting principles, and expalisclosure about fair value measurements. Taisraent is effective for financial statements ésktor fiscal years
beginning after November 15, 2007. Early adopt®aricouraged. The adoption of SFAS 157 is not éggeo have a material impact on the financiakstents.
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In June 2007, the Emerging Issues Task Force (EEBEEd EITF Issue No. 07-3, Accounting for Nonrefable Advance Payments for Goods or Services tdsied in
Future Research and Development Activities. EIHuésNo. 07-3 provides guidance concerning the atzwifor non-refundable advance payments for g@okservices that
will be used in future research and developmerivities and requires that they be expensed whenettearch and development activity has been peefhiand not at the time
payment. The provisions of EITF Issue No. 07-3edfective for the Company as of January 1, 2008 wicumulative-effect adjustment to retained eaymias of the beginning
of the year of adoption. The Company does not bellE& TF 07-3 will have a material impact on itsuks from operations or financial position.

There were various other accounting standardsraedpretations issued during 2007, 2006 and 2003 of which are expected to have a material impadhe
Company’s consolidated financial position, openzgior cash flows.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSUR E ABOUT MARKET RISK.

Our financial instruments include cash, cash edenta and short-term investments. Our main investrobjectives are the preservation of investmepitaband the
maximization returns on our investment portfoliaur@nterest income is sensitive to changes in #reegal level of U.S. interest rates. We believe doa investment policy is
conservative, both in the duration of our investtaemd the credit quality of the investments welhol

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The Financial Statements and supplemeuntaty required by this item are included in Partliteém 15 of this Form 10-K and are presented b&@gmon page F-1.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTA NTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
ITEM 9A. CONTROLS AND PROCEDURES.
Evaluation of Disclosure Controls and Procedures

In accordance with Exchange Act Rulea-18 and 15a-15, we carried out an evaluation, thdesupervision and with the participation of mgement, including our
Chief Executive Officer and Chief Financial Officef the effectiveness of our disclosure controld procedures as of the end of the period coveyetib report. Based on that
evaluation, our Chief Executive Officer and Chig@fancial Officer concluded that our disclosure colstand procedures were effective as of Decembge2@07.

Management's Report on Internal Control over Finanéal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting, as such term is defined in ExchangeRde 13a-15
(f). Under the supervision and with the participatdf our management, including our principal exireuofficer and principal financial officer, we educted an evaluation of t
effectiveness of our internal control over finahceporting based on the frameworklimiernal Control - Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Based on our evaluation under the frameworktarnal Control — Integrated Framewoissued by COSO, our management concluded thanhtemal control over
financial reporting was effective as of DecemberZI07, in providing reasonable assurance regattimgeliability of financial reporting and the paration of financial
statements for external purposes in accordancegeitierally accepted accounting principles.
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This annual report does not include an attestaport of the Company'’s registered public accounfirm regarding internal control over financial
reporting. Management'’s report was not subjeetttestation by the Company’s registered public anting firm pursuant to temporary rules of the S&ims Exchange
Commission that permit the company to provide anjnagement’s report in this annual report.

ITEM 9B. OTHER INFORMATION.

None.

PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE.
Executive Officers

Our executive officers are elected by the boardigctors and serve at the discretion of the bo&dr executive officers are as follows:

Name Age Position

David B. McWilliams 64 President, Chief Executive Officer and Direc
Jim C. Williams 64 Chief Operating Office

Lynne Hohlfeld 47 Chief Financial Office

Donna R. Rill 54 Vice President of Operatiol

Biographical information for our executive officéssset forth below:

David B. McWilliams was appointed President and Director in August 260dm December 2003 until August 2004, Mr. McVdiltis was a private investor. From
June 2003 to December 2003, Mr. McWilliams sen&g@rasident and chief executive officer of BacteéBarcodes, Inc., a molecular diagnostics comp&nym May 2002 to
June 2003, Mr. McWilliams served as chief executiffecer of Signase, Inc., a cancer therapy comp&ry McWilliams served as chief executive offiadrEncysive
Pharmaceuticals Inc., a cardiovascular therapeatiogpany from June 1992 to March 2002. Prior teJlL®92, Mr. McWilliams served as chief executivioef of Zonagen
Inc., a human reproductive products company. Roidnat time, Mr. McWilliams was a senior executwith Abbott Laboratories and a management consuitéth
McKinsey & Co. He currently serves as a directoNokelos Therapeutics, Inc. He also serves on tlagds of the Texas Healthcare and Bioscience usténd the
Houston Technology Center. Mr. McWilliams receiadMBA in finance from the University of Chicagodaa B.A. in chemistry, Phi Beta Kappa, from Washimgand
Jefferson College.

Jim C. Williams has served as our Chief Operating Officer sinceedter 2004. Dr. Williams served as Vice Presidé@lmical and Regulatory Affairs and as
Chief Operating Officer for Opexa Pharmaceutickds, from February 2004 to November 2004. From Asi@i0d03 to February 2004 he was Senior Vice PrasifRegulatory
Affairs and Operations for OSIRIS Therapeutics, laad from November 2002 to August 2003 Dr. Witiawas Vice President US Regulatory Affairs for Bevject Vaccines.
From September 2001 to November 2002 Dr. Williaersed as Assistant Vice President, Worldwide RegryaAffairs for Wyeth BioPharma. Prior to this Diilliams served
as Executive Director Regulatory Affairs for AvenRasteur from November 1994 to September 200M/iliams retired in 1994 as Captain from the UPBblic Health
Service with over twenty years of service in appliesearch and human-use product development wittided assignments with the FDA, Center for Biids Evaluation and
Research as a Director Scientist in the DivisioWatcine and Related Product Applications; the UBiAMedical Research Institute of Infectious Disesaas Chief,
Intracellular Pathogens branch and the Nationditiries of Health, National Institutes of Allergp@Infectious Diseases; and at the U.S. Naval MgdResearch Institute as a
research microbiologist. He has an extensive rebesard development background, with over 130 pabbas and four books in the areas of infectiosgases, vaccinology, a
oncology. He received his B.S. degree in animarsmz, M.S. degree in genetics, and Ph.D. degre@damemistry from Texas A&M University.
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Lynne Hohlfeld was appointed Chief Financial Officer and Secretarylune 30, 2006. From April 2006 to June 30, 2)@6served as Vice President, Finance of
the Company. From September 2004 until April 2G0% was vice president and chief financial offmeDenota Ventures. From August 2000 until Marclh£8he was senior
vice president, chief operating and financial affiof Bacterial Barcodes, Inc., a Houston-baseceoutér diagnostics company spun out of the Baylate@e of Medicine. She
was also senior vice president and chief finarafiader of Spectral Genomics of Houston upon itggee with Bacterial Barcodes in March 2004. Ms. Held was also
employed by LifeCell Corporation from 1997 to 1988rving as controller. Ms. Hohlfeld’s career ird#s positions at Dixie Chemical Company, Price \WateseCoopers,
McKenna & Company, and Arthur Andersen. Ms. Hollfedceived a B.B.A. in accounting from the Univirsif Wisconsin—Madison and is a certified publezauntant.

Donna R. Rill has served as our Vice President of Operationg $ilowember 2004. Ms. Rill has nearly 30 years ¢émrsive clinical and research laboratory
experience in cell and gene therapy research amdailapplication, immunological techniques andessment, microbiology, diagnostic virology, expental design, and
method development and implementation. She hastsg@ the areas of laboratory development aretatjpns, FDA CGMP and regulatory compliance, dyali
control/assurance system development, and cliSitzaldards of Practice. From April 2003 to Noven@04, she was the Director of Quality Systems awndd3s Development
at Opexa Pharmaceuticals, Inc. From November 18%ptil 2003 she was the Director of TranslatioRalsearch for the Center for Cell & Gene Therapggatior College of
Medicine. She has worked to design and qualify GD&R & Gene Therapy Laboratories, GMP Vector Prdiducfacilities, and Translational Research LabStatlude
Children’s Research Hospital, Texas Children’s Hiaspand Baylor College of Medicine. Ms. Rill hiasld the positions of Laboratory Director of CeldaGene Therapy of the
Translational Research Center for Cell and Geneafiyeat Baylor College of Medicine; Associate StiifiLab Manager of the Bone Marrow Transplant Resle Laboratory
and the GMP Cell & Gene Therapy Laboratories a§&e Children’s Research Hospital; and Clinicédtious Disease Laboratory Manager, Education doator, and
Clinical Instructor of the Department of Clinicahhoratory at LeBonheur ChildrenMedical Center and University of Tennessee Cdatehe Health Sciences. She receivec
B.S. in Medical Technology from the University oéfihessee, Memphis.

Directors

All of the current directors will serve until thext annual stockholders’ meeting or until theircegsors have been duly elected and qualified. Gardbof directors
are as follows:

Name Age Position
Gregory H. Baile) 52 Director
David Hung 50 Director
Lorin J. Randal 64 Director
Michael Richmai 47 Director
Scott B. Seama 52 Director

Gregory H. Bailey, M.D. has served as a Director of the Company since 2p06. In January 2007, Dr. Bailey became the magguartner of Palantir Group, Inc.,
a biotech merchant bank. Dr. Bailey served as aagiag director at MDB Capital Group LLC from May@Dto January 2007. From June 2003 to May 2004rana 1998 to
June 2002, Dr. Bailey served as a managing diredtinightsford Bank Corp. From June 2002 to JuB@3? Dr. Bailey served as a managing director ¢@l Securities, Inc.
Since May 2005, he also has served as directoreafiation, Inc., a public company focused on adngibiomedical technologies. Dr. Bailey was a praeg physician for ten
years and holds a M.D. from the University of West®ntario.

25




David Hung, M.D. has served as a Director since May 2006. Dr. Hursgslerved as the president, chief executive offindras a director of Medivation, Inc. since
December 2004. Dr. Hung also has served as thelpresand chief executive officer, and member efltbard of directors, of Medivation, Inc.’s subaigi Medivation
Neurology, Inc. since its inception in Septembed20rom 1998 until 2001, Dr. Hung was employedPbgDuct Health, Inc., a privately held medical @evcompany, as Chi
Scientific Officer (1998-1999), and as presiderd ahief executive officer (1999-2001). From Decen@01 to January 2003, Dr. Hung served as a ctamgub Cytyc Health
Corporation. Dr. Hung received his M.D. from theilnsity of California at San Francisco, and hi8Ain biology and organic chemistry from Harvardli€ge.

Lorin J. Randall has served as a Director of the Company since Bdyete2007. Mr. Randall, a financial consultant, Basior Vice President and Chief Financial
Officer of Eximias Pharmaceutical Corporation, aglepment-stage drug development company, from 20@906. From 2002-2004, Mr. Randall served asd8afice
President and Chief Financial Officer of i-STAT @oration, a publicly-traded manufacturer of medatiagnostic devices which was acquired by Abbotidratories in 2004.
From 1995 to 2001, Mr. Randall was Vice Presidewt @hief Financial Officer of CFM Technologies, Ircpublicly traded manufacturer of semiconductanafacturing
equipment. He currently serves on the boards ofdmg development companies, Acorda Therapeutics,dnd Athersys, Inc. Mr. Randall previously serea the board of
Quad Systems Corporation, a publicly-traded marnufac of electronics manufacturing equipment whegalso served as Chairman of the Audit Commitire Randall
received a B.S. in accounting from The Pennsylv&tée University and an M.B.A. from Northeastemvérsity.

Michael S. Richmanhas served as a Director of the Company since 200&. Mr. Richman is President of Amplimmune, [Rrom April 2002 to May 2007,
Mr. Richman served as executive vice presidentchief operating officer of MacroGenics, Inc. Hened MacroGenics, Inc in 2002 with approximatelyrityeyears experience
in corporate business development within the blatetogy industry. From 2000 to 2002, Mr. Richmarved as senior vice president, corporate developareshadministration
at Medimmune (now Astra Zeneca), and vice presjdarginess development from 1996 to 2000. From 188%96 Mr. Richman held several management positat Chiron
(now Novartis). Mr. Richman serves on the boar€ofigar Biotechnology, a public drug development gany. Mr. Richman obtained his B.S. in Genetics@dalar Biology &
the University of California at Davis and his MSBAInternational Business at San Francisco Staigduysity.

Scott B. Seamarhas served as a Director of since April, 2006. 8&aman currently serves as the executive direntbtraasurer of the Albert and Margaret Alkek
Foundation of Houston, Texas, a private foundapiomarily supporting institutions in the Texas Meali Center in Houston, Texas. Since January 1998e®ent, Mr. Seaman
has served as the chief financial officer of Cha&wd., an investment management company. SincéeSdger 1986, Mr. Seaman has served as secretatyeastirer of M & A
Properties Inc., a ranching and real estate con&nee January 2003, Mr. Seaman has served asngraand, since July 2004, president of ICT Managgrinc., the general
partner of Impact Composite Technology Ltd., a cosite industry supplier. Mr. Seaman serves on tadof GeneExcel, Inc., a privately held biotedbgg company. Since
May 2004, Mr. Seaman has served as a Member dhtestment Committee of Global Hedged Equity Fulj & hedge fund. Mr. Seaman received a bachelegeeé in
business administration from Bowling Green Statévehsity and is a certified public accountant.

Committees of the Board of Directors

We currently have an audit committee, a compensaionmittee, and a nominating and corporate govesmaommittee.
Audit Committee

The audit committee of the Board currently consiétsir. Randall, Mr. Richman, and Mr. Seaman, eattvhom are independent, non-employee directors. audit
committee selects, on behalf of our board of does;tan independent public accounting firm to aaditfinancial statements, discuss with the indépabhauditors their
independence, review and discuss the audited fiabstatements with the independent auditors andag@ment, and recommend to our board of directbegiver the audited

financials should be included in our Annual Reptotbe filed with the SEC. The audit committee epes pursuant to a written charter, which was astbpt February 2005.
During the last fiscal year, the audit committellHeur meetings, and the then members of the AQdinmittee attended each meeting.
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All of the members of the audit committee are noiplyee directors who: (1) met the criteria forependence set forth in Rule 10A-3(b)(1) under theuBties
Exchange Act of 1934, as amended (the “Exchang®;A&) did not participate in the preparation of omaficial statements or the financial statementspex@; and (3) are at
to read and understand fundamental financial setésmincluding a balance sheet, income stateraadtcash flow statement. The Board has determhregd\r. Randall and
Mr. Seaman each, individually, qualify as an “auditnmittee financial expert” as defined by Item @)7)(ii) of Regulation S-K of the Exchange Act.

Compensation Committee

The compensation committee of the board consisBroflung, Mr. Richman, and Mr. Seaman, each ofwlame independent directors, as defined in Rule-2@A
the Exchange Act. The compensation Committee reveavd approves (1) the annual salaries and otlmep@asation of our executive officers, and (2) imdiinal stock and stock
option grants. The compensation Committee alsoigesvassistance and recommendations with respecirtcompensation policies and practices, andtassith the
administration of our compensation plans. During ltst fiscal year the compensation committee be&imeeting, and the then members of the compensadimmittee
attended that meeting.

In addition, the Board has adopted a written clhdolethe compensation committee, adopted in Aug08¥, which is available on our website at
www.opexatherapeutics.com.

Nominating and Corporate Governance Committ

The nominating and corporate governance committéigeoboard currently consists of Dr. Hung, Mr. IRitan, and Mr. Seaman, each of whom are found bipdhed
of directors to be an “independent director” purdita the applicable rules and regulations pronteldidy the SEC. The nominating and corporate g@arer® committee assists
our board of directors in fulfilling its respondities by: identifying and approving individuals gjified to serve as members of our board of dine;teelecting director nominees
for our annual meetings of shareholders, evaludtisgperformance of our board of directors, ancetigping and recommending to our board of directorporate governance
guidelines and oversight procedures with respecbtporate governance and ethical conduct. Thiswithee operates pursuant to a written charter atbiot February 2005,
which is available on our website at http://www.p@therapeutics.com. During the last fiscal year,ibminating and corporate governance committezdre meeting, and the
then members of the compensation committee attethdeaneeting.

Compensation Committee Interlocks and Insider Paifiation

Our compensation committee is comprised of Dr. Hiwhlig Richman, and Mr. Seaman. None of the commitbembers has ever been an employee of Opexa
Therapeutics, Inc. None of our executive officeas/e as a member of the board of directors or cosgtéon committee of any entity that has any exeeutfficer serving as a
member of our Board of Directors or compensatiommittee.

Code of Ethics for the CEO, CFO, and Senior Finaneil Officers

In 2005, in accordance with SEC rules, the theritaanmittee and the Board of Directors adoptedRbbicy on Whistleblower Protection and Code ofi&th The
Board of Directors believes that these individualsst set an exemplary standard of conduct, paatilyuin the areas of accounting, internal accogntiantrol, auditing and
finance. This code sets forth ethical standardghich the designated officers must adhere and @tbgects of accounting, auditing and financial plimmce. The Code of
Ethics is available on our website at www.opexaheutics.com.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctiims and officers, and persons who own more tli@&h af a registered class of our equity securit@sile with the
SEC initial reports of ownership and reports ofraes in ownership of equity securities of our comratwck. Theses people are required by SEC regokatd furnish us with
copies of all such reports they file. To our knodge, based solely on our review of the copies ohseports furnished to us and written represesttatfrom certain insiders that
no other reports were required, we complied witfsattion 16(a) filing requirements applicable to msiders.
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Audit Committee Report
The Audit Committee of the Board currently consistd/r. Randall, Mr. Richman and Mr. Seaman, alivfich are independent, non-employee directors.

The Audit Committee operates under a written chadepted by the Board of Directors, which is eatdd annually. The charter of the Audit Committee i
available on the Company’s website at http://wwwexatherapeutics.cormnder the heading “Investor Info”. The Audit Coittee selects, evaluates and, where deemed
appropriate, replaces the Company’s independeritoaisd The Audit Committee also pre-approves atliaservices, engagement fees and terms, anemilifted non-audit
engagements, except for certain de minimus amounts.

Management is responsible for the Company'’s interoatrols and the financial reporting process.e Gompany’s independent auditors are responsible fo
performing an independent audit of the Companyissotidated financial statements in accordance aiittiiting standards generally accepted in the UrStedes of America and
issuing a report on the Company’s consolidatechfired statements. The Audit Committee’s respoligitis to monitor and oversee these processes.

In this context, the Audit Committee has reviewleel Company’s audited financial statements for fi2687 and has met and held discussions with manege
and Malone & Bailey, PC, the Company'’s independertitors. Management represented to the Audit Citterthat the Company’s consolidated financiatesteents for fiscal
2007 were prepared in accordance with accountimgiptes generally accepted in the United State&roérica, and the Audit Committee discussed thesabaated financial
statements with the independent auditors. The ADdihmittee also discussed with Malone & Bailey, iRé&tters required to be discussed by Statement alitiAg Standards
No. 61 (Communications with Audit Committee

Malone & Bailey, PC also provided to the Audit Coittee the written disclosure required by IndepergeBtandards Board Standard No. 1 (Independence
Discussions with Audit Committees), and the Audith@nittee discussed with Malone & Bailey, PC theoatting firm’s independence.

Based upon the Audit Committee’s discussion witmagement and Malone & Bailey, PC, and the Audit Guttee’s review of the representation of management
and the report of Malone & Bailey, PC to the Auddmmittee, the Audit Committee recommended to tbarB of Directors that the audited consolidatedririal statements be
included in the Company’s Annual Report on FormKLfdr the fiscal year ended December 31, 2007dfiéth the Securities and Exchange Commission.

Submitted by the Audit Committee of the Board of Diectors of Opexa Therapeutics, Inc.

J. Lorin Randall, Michael Richman, Scott Seaman

ITEM 11. EXECUTIVE COMPENSATION.

Compensation Discussion and Analysis

Objectives of Our Executive Compensation Program

The compensation committee of our Board (the “Camspéon Committee”) administers our executive consp¢ion program. The Compensation Committee is
composed entirely of independent directors.

The general philosophy of our executive compensgirogram is to align executive compensation with€ompany’s business objectives and the long-tetenests
of our stockholders. To that end, the Compensaiommittee believes executive compensation packagesded by the Company to its executives, inclgdime named
executive officers, should include both cash andisbased compensation that reward performancesasumed against established goals. In additionCtmepany strives to
provide compensation that is competitive with othiepharmaceutical and biotechnology companiesthatwill allow us to attract, motivate, and retaimalified executives
with superior talent and abilities.
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Our executive compensation is designed to rewanteaement of the Company’s corporate goals. In 2007 corporate goals included, but were not lichite
to: (i) advancement of the Company’s clinicalltgativities; (ii) advancing the Comparsytesearch and development programs; (iii) obtgiaithditional financing as needed; .
(iv) realizing financial goals. This focus allows to reward our executives for their roles in dreavalue for our stockholders.

The Role of the Compensation Committee

The Compensation Committee has the primary authtwritletermine the Company’s compensation philogaptd to establish compensation for the Company’s
executive officers. The Compensation Committee $aes the Company’s compensation and benefit plahpalicies; administers the Compasgtock option plans; reviews -
compensation components provided to Opexa’s officemployees, and consultants; grants optionsrithpese common stock Opexa'’s officers, employeascansultants; and
reviews and makes recommendations to the Boaradieggall forms of compensation to be providedhte members of the Board.

The Compensation Committee generally sets thaimtmpensation of each executive. The Compens&tnmittee annually reviews and in some cases &djus
compensation for executives. Although, the Chieé&ive Officer provides recommendations to the @ensation Committee regarding the compensatioheobther executiv
officers, the Compensation Committee has full atith@ver all compensation matters relating to exee officers.

Elements of Executive Compensati

Although the Compensation Committee has not adoggdormal guidelines for allocating total compatisn between equity compensation and cash compensa
it strives to maintain a strong link between examuincentives and the creation of stockholder galtherefore, the Company emphasizes incentive ensgtion in the form of
stock options rather than base salary.

Executive compensation consists of the followirenents:
Base Salary . Base salaries for our executives are generallypbsit@d based on the scope of their responsitsijiteking into account competitive market

compensation paid by other companies for similaitfums and recognizing cost of living considerasioPrior to making its recommendations and detgatitns, the
Compensation Committee reviews each executive’s:

. historical pay levels
. past performance; ar

. expected future contribution

The Compensation Committee does not use any platituices or formulae to arrive at each execusivecommended pay level.

Equity Awards . We also use long-term incentives in the form o€ktoptions. Employees and executive officers gdlyeraceive stock option grants at the
commencement of employment and periodically recadditional stock option grants, typically on amaal basis. We believe that stock options areunséntal in aligning the
long-term interests of the Compasymployees and executive officers with those efstiockholders because such individuals realizesgaily if the stock price increases. St
options also help to balance the overall executorapensation program, with base salary providirgtsterm compensation and stock options rewardkggetives for long-
term increases in stockholder value.

Options are generally granted through our June Zd@pensatory Stock Option Plan that authorizes gsant options to purchase shares of common stoolar
employees, directors, and consultants. The Compiensaommittee reviews and approves stock optioardw/to executive officers in amounts that are dapon a review and
assessment of:
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. competitive compensation da

. individual performance

. each executiv's existing lon-term incentives; an
. retention consideration

Periodic stock option grants are made at the discref the Compensation Committee to eligible emgpks and, in appropriate circumstances, the Cosagien
Committee considers the recommendations of mendfermnagement, such as the Chief Executive Office2007, each named executive officer was awastieck options in
the amounts indicated in the section entitled GrahPlan-Based Awards. Stock options are graniddam exercise price equal to the fair market @afiour common stock on
the day of grant and typically vest ratably ovéhee year period.

Section 162(m) Policy

Section 162(m) of the Internal Revenue Code litthiestax deductibility by a corporation of comperfmain excess of $1 million paid to its Chief Ex&ea Officer
and any other of its four most highly compensateztative officers. However, compensation which dieal as “performance-based” is excluded from ther$ilion limit if,
among other requirements, the compensation is feyally upon attainment of pre-established, obyecfierformance goals under a plan approved bydhgocation’s
stockholders.

It is our policy to qualify, to the extent reasolelour executive officers’ compensation for dechility under applicable tax law. However, we inteto retain the
flexibility necessary to provide total cash compim in line with competitive practice, our compation philosophy, and our best interests. It tioeeemay from time to time
pay compensation to our executive officers that matybe deductible.

Compensation Committee Report

The Compensation Committee of the Board is compo$éuree independent directors as defined undeMarketplace Rules of The Nasdaqg Capital Market
(“Nasdaq”). The Compensation Committee operateguadvritten charter adopted by the Board. The neembf the Compensation Committee are David Hunighsel
Richman, and Scott Seaman. We believe that eaatbereof the Compensation Committee meets the dirémtlependence requirements set forth in the eqiplié Securities
and Exchange Commission (“Commission”) rules andddg Marketplace Rules.

The Compensation Committee administers Opexa’s 200é Compensatory Stock Option Plan; reviews caorsgigon components to be provided to Opsxdficers
employees, and consultants; grants options to pgsechommon stock and restricted stock to Opexéiteo$, employees, and consultants; and reviewsvaakes
recommendations to the Board regarding all formsoofipensation to be provided to the members oBteed. The Compensation Committee believes it bbiidd its
responsibilities under its charter for the fiscayended December 31, 2007.

The Compensation Committee has reviewed and disdiuke Compensation Discussion and Analysis redloyeltem 402(b) for the fiscal year ended Decendder
2007 with management. Based upon this review asclidsion, the Compensation Committee recommendibe Board that the Compensation Discussion andyAisabe
included in Opexa’s Annual Report on Form 10-K thee fiscal year ended December 31, 2007.

Submitted by the Compensation Committee of the Boalrof Directors of Opexa Therapeutics, Inc.

David Hung, Michael Richman, Scott Seaman
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Executive Officer Compensation
Summary Compensation Tab

The following tables set forth certain informati@garding our CEO and each of our most highly-campted executive officers whose total annual saad/bonus
for the fiscal years ending December 31, 2007 &6 2xceeded $100,000

Options
Salary Bonus Awa:gs Total
Name and Principal Position Year ($) ($) ($) ($)
David B. McWilliams® 2007 275,000 — 411,807 686,807
CEO, President, Direct 2006 264,497 — 497,377 761,874
Jim C. Williams® 2007 225,750 — 449,024 674,774
Chief Operating Office 2006 227,094 — 401,574 628,668
Lynne Hohlfeld® 2007 175,000 — 102,700 277,700
CFO and Secretal 2006 131,25C — 40,839 172,088
Donna R. Rill® 2007 137,940 10,000 234,598 382,538
Vice President of Operatiol 2006 133,500 — 196,59C 330,09C

(1) Served as chief executive officer since August 2!
2) Named an executive officer in June 20
3) Served as chief financial officer since June 2(

4) Reflects the dollar amount recognized for finanstatement reporting purposes for the year endegmber 31, 2007 in accordance with FAS 123(R) disregarding
forfeiture estimates related to service-based rgstonditions) and, accordingly, includes amourdgefoptions granted prior to 2006. See the inforomeappearing
under the heading entitled “Stock Options and Whs'ain footnote number 11 to our consolidated fiicial statements included as part of our Annuabrepn Form 10-
KSB for the year ended December 31, 2006 for aegasumptions made in the valuation of optionstgchim the years ended December 31, 2006, 2002 @Gdwl

Executive Employment Agreemen

David B. McWilliams is employed by us pursuant toAmended and Restated Employment Agreement enigi@dn June 15, 2006. Pursuant to the agreement,
Mr. McWilliams is employed as the Chief Executivéi€er and a Director of the Company at an anna#dry of $275,000. The term of employment is thfodgne 15, 2008 a
may be extended for periods of one year; howeheremployment agreement may be terminated at avgywtoluntarily by him or without cause by the Badf&mployment is
terminated by the Board without cause, Mr. McWitigwill receive twelve months base salary. Any alhdtock options granted to Mr. McWilliams priar termination that are
scheduled to become vested within a 12 month pexfied termination will be accelerated to becomste® as of the termination date. Mr. McWilliamslshave 90 days from
termination to exercise any vested stock options.

Grants of Plan Based Awards in 2007

The following table presents each grant of stodionmg in 2007 to the individuals named in the sumnt@mpensation table above.

Number of
Securities . .
. Exercise Price Grant Date
Undgrllelg) of Option Fair Value of
Name Grant Date Options Awards Options

David B. McWilliams 06/18/07 41,000 $ 547 $ 178,11¢
Jim C. Williams 06/18/07 30,00 $ 547 $ 130,33:
Lynne Hohlfeld 06/18/07 32,000 $ 547 $ 139,01¢
Donna R. Rill 06/18/07 32,000 $ 547 $ 139,01¢

@ Vests over three yearé] 3 on each anniversary date of grant.
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Each of the options in the foregoing table was gr@mninder the Company’s June 2004 Compensatork &iption Plan.

Outstanding Equity Awards at Fiscal Year-End

Option Awards

Number of Number of
Securities Securities
Underlying Underlying Option
Unexercised Unexercised Exercise Option
Options (#) Options (#) Price Expiration
Name Exercisable Unexercisable (%) Date
David B. McWilliams 37,00( — 30.0C 08/31/09
5,00( — 30.0C 01/21/10
40,00( 80,00( 5.0C 05/02/16
— 41,00( 5.47 06/18/17
Jim C. Williams 12,50( — 30.0C 11/06/09
6,25( 6,25( 7.0C 12/05/10
14,29: 28,58t 5.0C 04/20/16
— 30,00( 5.47 06/18/17
Lynne Hohlfeld 7,50( 15,00( 5.0C 04/20/16
4,167 8,33: 8.2 07/12/16
— 32,00( 5.47 06/18/17
Donna R. Rill 6,00( — 30.0C 11/06/09
3,00( 3,00( 7.0C 12/05/10
7,79¢ 15,581 5.0C 04/20/16
— 32,00( 5.47 06/18/17

Director Compensatior

The following table presents summary informationtfee year ended December 31, 2007 regarding tmpensation of the non-employee members of our bofard
directors. Mr. Randall was appointed to the boar®Geptember 19, 2007.

Fees Earnec

. Options
or Paid
in Cash Awazgs Total
Name ($) ($) $)

Gregory H. Bailey? 15,75( 115,61 131,36t
David Hung® 15,75( 115,61¢ 131,36t
Lorin J. Randalf® 7,141 35,04¢ 42,18¢
Michael Richmar? 16,00¢ 118,24( 134,24(
Scott B. Seamaf? 17,00¢ 115,61¢ 132,61t
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Q) Reflects the dollar amount recognized for finanstatement reporting purposes for the year endegiber 31, 2007 in accordance with FAS 123R (lsrediarding
forfeiture estimates related to service-based ngstonditions) and, accordingly, includes amourdsfoptions granted prior to 2006. See the inforomeéppearing
under the heading entitled “Stock Options and Whs'ain footnote number 11 to our consolidated ficial statements included as part of our Annuabrepn Form 10-
KSB for the year ended December 31, 2006 for aegasumptions made in the valuation of optionstgchm the years ended December 31, 2006, 2002 @Gdwl

2) 45,000 option awards outstanding at fiscal yeat

3) 20,000 option awards outstanding at fiscal year

No options were exercised during the fiscal yealeeinDecember 31, 2007.

The following table presents the fair value of egadnt of stock options in 2007 to non-employee ers of our board of directors, computed in accocdavith
FAS 123R:

Number of Exercise
Securities Price of Grant Date
Underlying Option Fair Value
Name Grant Date Options Awards of Options
Gregory H. Bailey 06/18/07 10,00 $ 547 $ 42,31¢
David Hung 06/18/07 10,00 $ 547 $ 42,31¢
Lorin J. Randal 09/19/07 20,00C $ 39t $ 61,32¢
Michael Richmar 06/18/07 10,00C $ 547 $ 42,31¢
Scott B. Seama 06/18/07 10,00C $ 547 $ 42,31¢

Compensation of Directors

Mr. McWilliams who is a director and an officer doeot receive any compensation for his servicesrmember of our board of directors. We reimbursedmectors
for travel and lodging expenses in connection whitkir attendance at board and committee meetingsurnmary, Board members receive the following:fees

Annual retaine $ 12,00(
For each Board meeting attended in pel $ 1,50
For each Board meeting attended that is held dweetelephon: $ 75C
For each nc-chair committee member for each committee meetitagmded $ 75C
For each committee meeting attended by the chairatfcommittee $ 1,00

In addition, on June 18, 2007 Dr. Bailey, Dr. Huht, Richman and Mr. Seaman were each granted ge@noption to purchase 10,000 shares of our camstark
that will vest 5,000 shares immediately and 5,0@fres on the first anniversary of the date of gaanéxercise price of $5.47. On September 19, 200.7Randall was granted
an initial ten year option to purchase 20,000 shafeour common stock at an exercise price of $3.95

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTE RS.

The following table sets forth, as of March 13, 0the number and percentage of outstanding slo&@s common stock owned by: (a) each person whmown
by us to be the beneficial owner of more than 5%uwfoutstanding shares of common stock; (b) edduiodirectors; (c) the named executive officesglafined in Item 402 of
Regulation S-K; and (d) all current directors ardaitive officers, as a group. As of March 13, 2a68re were 10,196,784 shares of common stockdsand outstanding.

Beneficial ownership has been determined in acemelavith Rule 13d-3 under the Exchange Act. Unbisrrule, certain shares may be deemed to be toadbfi
owned by more than one person (if, for examplesqes share the power to vote or the power to despbthe shares). In addition, shares are deemled beneficially owned by
a person if the person has the right to acquireesh@or example, upon exercise of an option orargj within 60 days of the date as of which tHermation is provided. In
computing the percentage ownership of any per$@namount of shares is deemed to include the anudwshtares beneficially owned by such person bgaeaf such
acquisition rights. As a result, the percentageut$tanding shares of any person as shown in tleeviog table does not necessarily reflect the peis actual voting power at
any particular date.
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To our knowledge, except as indicated in the fo@ado this table and pursuant to applicable conitypnoperty laws, the persons named in the tableetsole

voting and investment power with respect to alirsbaf common stock shown as beneficially ownethieyn.

Number of Share:

Percentage of

Name and Address of Beneficial Ownef” Owned Class
Beneficial Owners of more than 5%:
SF Capital Partners Lt 1,022,91;(3) 9.99%%
Victory Park Master Fund, Ltd” 966,13 9.1%%
Austin W. Marxe and David M. Greenhou&e 1,296,60'(6) 12.12%
Albert and Margaret Alkek Foundatiéfl 1,047,67‘8) 9.99%
Alkek & Williams Ventures Ltd®® 669,83 6.36%
DLD Family Investments, LLE™Y 561,117 5.36%
Officers and Directors:
Scott B. Seamaf? 761,224% 7.20%
David B. McWilliams 135,59 1.31%
Lynne Hohlfeld 19,16 *
Donna Rill 27,19:%° *
Jim C. Williams 55,66("" *
Gregory H. Bailey 93,925(18) *
David Hung 40,00(*% *
Lorin Randall 10,00(%” *
Michael Richman 31,25(*" *
All directors and executive officers as a groupédsons)** 1,174,014(22) 10.72%

* Indicates less than 1

(1) Unless otherwise indicated, the mailing addregb@beneficial owner is c/o Opexa Therapeutics,, 2835 North Crescent Ridge Drive, The Woodlafd@xas 77381

2) Michael A. Roth and Brian J. Stark exercise joiating and dispositive power over all of the sharesommon stock beneficially owned by SF Capitati®as Ltd., but
Messrs Roth and Stark disclaim beneficial ownershiguch shares. The information in this footnatgrimarily based on a Schedule 13G reported \WwghSEC on
February 14, 2008 and other information providedgoThe mailing address of SF Capital Partnersistd/o Stark Offshore Management, LLC, 3600 Sduzke Drive,

St. Francis, WI 5323¢

) Excludes 466,638 shares of Company common stocgrlymulg the Warrant (“Warrant”) that SF Capital #&rs Ltd. is contractually prohibited from exeneisto the
extent that it would beneficially own in exces9d99% of the total number of issued and outstandirares of common stock after such exercise. “avérrefers, in

each case to the Warrants dated April 11, 2

4) Victory Park Capital Advisors, LLC is the investnmeavisor of Victory Park Master Fund, Ltd., anchsequently has voting control and investment dismmeover
securities held by Victory Park Master Fund, LtichHrd Levy is the sole member of Jacob Capitdl,C.. and sole manager of Victory Park Capital Advss LLC.

The mailing address of the beneficial owner is 22¥st Monroe Street, Suite 3900, Chicago, lllind$®6.

5) Includes 320,000 shares of Company common stockriyidg a Warrant
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@)

®)

Consisting of: (i) 271,603 shares of common stauk 565,500 shares of common stock issuable upoexeise of a Warrant held by Special SituatiomsdH1l QP,
L.P., (ii) 18,160 shares of common stock and 14 gtd¥es of common stock issuable upon the exes€im&Varrant held by Special Situations Fund IIRL (iii)71,683
shares of common stock and 45,300 shares of consiwok issuable upon the exercise of a Warrant imel8pecial Situations Cayman Fund, L.P., (iv) 386,8hares of
common stock and 200,000 shares of common stockb$s upon the exercise of a Warrant held by Sp8atiaations Private Equity Fund, L.P., and (v) JBB® shares of
common stock and 75,000 shares of common stockligswipon the exercise of a Warrant held by Sp&ifahtions Life Sciences Fund, L.P. MGP Advisoimsited
(“MGP?") is the general partner of Special Situagdfund Ill, QP, L.P. and Special Situations FumdUlIP. AWM Investment Company, Inc. (“AWM”) is thgeneral
partner of MGP and the general partner of and imvest adviser to the Special Situations Cayman Fuil MG Advisers, L.L.C. (“MG") is the general paer of and
investment adviser to the Special Situations PeiEguity Fund, L.P. LS Advisers, LLC (“LS") is tlyeneral partner and investment adviser to the SpBituations Life
Sciences Fund, L.P. Austin W. Marxe and David Me&rthouse are the principal owners of MGP, AWM, M@&d LS. Through their control of MGP, AWM, MG an&
Messrs. Marxe and Greenhouse share voting andtmees control over the portfolio securities of ea€tthe funds listed above. The information in tttistnote is
primarily based on a Form 13G reported with the $B®/arch 7, 2008 and other information providediso The mailing address of Messrs. Marxe and Gragse is
527 Madison Avenue, Suite 2600, New York, New Yb@i022.

This information is based on the Schedule 13D/&dfiith the SEC on March 13, 2008, by Albert arar§hiret Alkek Foundation (the “Foundation”), Alk&k
Williams Ventures, Ltd. (“Ventures”), Scott Seam&i,D Family Investments, LLC, and the other repmgtpersons named therein the (“Foundation 13D"g Th
Foundation acts through an investment committdts dfoard of directors, which includes Mr. Daniehald, Mr. Joe Bailey, Mr. Scott Seaman and Ms.d@aBbuncan
Williams. Mr. Seaman is the executive directorlef Foundation and chairman of the investment cotemifThe investment committee has sole voting anelstment
power over all of the shares of common stock beraly owned by the Foundation. However, pursuarthe Foundation 13D, neither the executive directo

any member of the investment committee may acviddally to vote or sell shares of common stocldhs} the Foundation; therefore, the Foundationdeaeluded th¢
no individual committee member is deemed to berafjcown, within the meaning of Rule 13d-3 of thgchange Act, any shares of common stock held &y th
Foundation solely by virtue of the fact that hesbe is a member of the investment committee. Aalutitily, pursuant to the Foundation 13D, the Fouodatas
concluded that because Mr. Seaman, in his capasigxecutive director or chairman of the investnecentmittee, cannot act in such capacity to votsefirshares of
common stock held by the Foundation without therayal of the investment committee, he is not deetodukneficially own, within the meaning of Ruledt3 of the
Exchange Act, any shares of common stock held &ytundation by virtue of his position as executlirector or chairman of the investment commitiEee mailing
address of the beneficial owner is 1221 McKinne§28} Houston, Texas 7701

Consisting of: (i) 22,222 shares of common stocttartying Series C Warrants exercisable at $30.0GIpare, (ii) 8,785 shares of common stock undegly Warrant,
and (iii) 250,000 shares of common stock underlyBegies E Warrants. Excludes 241,215 shares of @oynpommon stock underlying a Warrant that the Bation is
contractually prohibited from exercising to theemttthat it would beneficially own in excess of$9% of the total number of issued and outstandirages of common
stock after such exercise. Pursuant to the Foumdd8D, the Foundation and other reporting persamsed therein may be deemed to constitute a gaypufposes of
Section 13(d) or Section 13(g) of the Exchange Hawever, the Foundation, Ventures, Chaswil, Ladd Mr. Seaman expressly disclaim (i) that, foppsges of
Section 13(d) or Section 13(g) of the Exchange #kety are a member of a group with respect to #&esiof the Company held by DLD Family InvestmeitisC,

Mr. Arnold, Mr. Bailey or Ms. Williams and (ii) thahey have agreed to act together with DLD Farilyestments, LLC, Mr. Arnold, Mr. Bailey or Ms. idms as a
group other than as described in the Foundation T8Brefore, this does not include the followingis#ies: (i) 333,333 shares of common stock hgldbD Family
Investments, LLC; (ii) 17,778 shares of common lstmederlying Series C warrants exercisable at $8pd) share held by DLD Family Investments, LL@) (i10,000
shares of common stock underlying a Warrant hel@bg Family Investments, LLC;(iv) 100,000 sharescofnmon stock underlying Series E warrants hel®bi
Family Investments, LLC; (v) 26,667 shares of comrstock held by Mr. Arnold; (vi) 8,889 shares ofrtmon stock underlying Series C warrants exercisab&30.00
per share held by Mr. Arnold; (vii) 10,000 sharés@mmon stock underlying a Warrant held by Mr. &y (viii) 10,000 shares of common stock held by Bailey;
(ix) 5,000 shares of common stock underlying a \Afetrheld by Mr. Bailey; (x) 363,667 shares of commstock held by Ventures; (xi) 18,223 shares of mam stock
underlying Series C warrants exercisable at $3pedGhare held by Ventures; (xii) 125,000 shareafmon stock underlying a Warrant held by Ventufes) 172,949
shares of common stock underlying Series E wartagits by Ventures; (xiv) 28,550 Series of commartistheld by Mr. Seaman; (xv) 5,334 shares of comstook
underlying Series C warrants exercisable at $3pedGhare held by Mr. Seaman; (xvi) 7,500 share®ofmon stock underlying a Warrant held by Mr. Saanand
(xvii) 10,000 shares of common stock underlyingi€&eE warrants held by Mr. Seaman. The informaitiothis footnote is primarily based on the Founalatl3D and
other information provided to u
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(10)

(11)

(12

(13)

(14)

(15)
(16)

)

Chaswil, Ltd. is the investment manager of Ventaned holds voting power and investment power wepect to Company securities held by Ventures pntso a
written agreement. Scott B. Seaman is a princip@haswil, Ltd and has shared voting power andesharvestment power over all of the shares of comstock
beneficially owned by Ventures. The informatiorthirs footnote is primarily based on the Foundafi@® and other information provided to us. The mailaddress
of the beneficial owner is 1221 McKinney #4525, lstmn, Texas 7701

Consisting of: (i) 363,667 shares of common stdick18,223 shares of common stock underlying Se@ewvarrants exercisable at $30.00 per share1@k),000
shares of common stock underlying a Warrant, andL(f2,949 shares of common stock underlying Sé&iesrrants

Randa Duncan Williams is the principal of DLD Fayrlihvestments, LLC and she may be deemed to exevoisng and investment power with respect to skdres
The information in this footnote is primarily basewl the Foundation 13D and other information preditb us. The mailing address of the beneficialavws P.O.
Box 4735, Houston, Texas 77-4735.

Consisting of: (i) 333,334 shares of common stoelkl foy DLD Family Investments, LLC; (ii) 17,778 sha of common stock underlying Series C warrants
exercisable at $30.00 per share held by DLD Famihgstments, LLC; (iii) 110,000 shares of commarcktunderlying the Warrants held by DLD Family
Investments, LLC, and (iv) 100,000 shares of comstook underlying Series E warrants. Ms. William®n the investment committee for the Foundatiemsirant
to the Foundation 13D, the Foundation has conclalatno individual committee member is deemedetodficially own, within the meaning of Rule 13d{3tloe
Exchange Act, any shares of common stock held &ytundation solely by virtue of the fact that hestee is a member of the investment committee.ifffoemation
in this footnote is primarily based on the Founalatl3D and other information provided to us. Thelimaaddress of the beneficial owner is P.O. B@8%, Houston,
Texas 7721-4735.

Consisting of: (i) 40,000 shares underlying stopkans; (ii) 363,667 shares of common stock held/bwptures; (iii) 18,223 shares of common stock ulyileg Series
C warrants exercisable at $30.00 per share heldeyures; (iv) 125,000 shares of common stock upihey the Warrants held by Ventures; (v) 172,948rsk of
common stock underlying Series E warrants held bygt\fres; (vi) 5,334 shares of common stock undeglieries C warrants exercisable at $30.00 peeshar
(vii) 7,500 shares of common stock underlying thark&nts; and (viii) 10,000 shares of common stauleulying Series E warrants. (See footnote 8 falitaxhal
discussion of the information set forth in clau@gghrough (v) of the preceding sentence.) Punstia the Foundation 13D, this does not includeftfiewing shares
which Mr. Seaman has determined he does not hanefibeal ownership or disclaimed beneficial ownépsli) 766,667 shares of common stock held by the
Foundation; (ii) 22,223 shares of common stock dgifey Series C warrants exercisable at $30.00spare held by the Foundation; (i) 250,000 shafesommon
stock underlying a Warrant held by the Foundatand (iv) 250,000 shares of common stock underl@ages E warrants held by the Foundation. (Seefaet7 for
additional discussion of the information set fartttlauses (i) through (iv) of the preceding senéenThe mailing address of the beneficial owndr221 McKinney
#4545, Houston, Texas 770!

Consisting of: (i) 122,000 shares of common stanttenlying stock options and (ii) 6,968 shares ahown stock underlying Series C warrants exercisab$30.00
per share

Consisting of 19,167 shares of common stock uniterlgptions.
Consisting of 24,587 shares of common stock uniterlgptions.

Consisting of 47,333 shares of common stock unigerlgptions and 2,755 shares of common stock uyiderSeries C warrants exercisable at $30.00 pares
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(18)

(19)
(20)
(1)

(22)

ITEM 13.

Consisting of: (i) 40,000 shares underlying stopkans; (ii) a warrant to purchase 38,928 sharemaimon stock exercisable at $5.00 per share1@ip00 shares of
common stock held by Palantir Group, Inc., an gntitwhich Dr. Bailey has investment and voting goywand (iv) 5,000 shares of common stock undeglgn
Warrant held by Palantir Group, Ir

Consisting of 40,000 shares of common stock ugtherloptions.
Consisting of 10,000 shares of common stock unifeylgptions.
Consisting of 31,250 shares of common stock unifeylgtock options

Consisting of: (a) the following held by Mr. Sean@amwhich Mr. Seaman may be deemed to have votidgravestment power (i) 40,000 shares underlyingion;
(i) 363,667 shares of our common stock held bytWess; (iii) 18,223 shares of our common stock ulyitey Series C warrants exercisable at $30.00spere held
by Ventures; (iv) 125,000 shares of our commonkstoterlying a Warrant held by Ventures; (v) 173,8#ares of our common stock underlying Series Eants
held by Ventures; (vi) 5,334 shares of our comntonksunderlying Series C warrants exercisable 8tGKBper share; (vii) 7,500 shares of our commoaokst
underlying a Warrant; and (viii) 10,000 sharesafenon stock underlying Series E warrants; (b) tllewing held by Mr. McWilliams (i)122,000 shares@mmmon
stock underlying stock options and (ii) 6,968 seartour common stock underlying Series C warraregcisable at $30.00 per share; (iii) 19,167 shafeommon
stock underlying stock options held by Ms. Hohlfdlg) 24,587 shares of common stock underlyinglstoptions held by Ms. Rill; (v) the following hely Dr.
Williams: (a) 47,333 shares of common stock undegstock options and (b) 2,755 shares of commockstinderlying Series C warrants exercisable at(kBper
share (vi) the following held by Dr. Bailey or whi®r. Bailey has voting and investment power: @080 shares underlying stock options and (b) 3gres of
common stock underlying a Warrant exercisable @d®per share; (vii) 10,000 shares of common skatét by Palantir Group, Inc.; and (viii) 5,000 stgof
commons underlying a Warrant held by Palantir Gréng.; (ix) 40,000 shares underlying stock optibetd by Dr. Hung; (x) 10,000 shares underlyingktoptions
held by Mr. Randall; and (xi) 31,250 shares undedystock options held by Mr. Richme

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE.

Certain Relationships and Related Transactions

None

Director Independence

Nominating and Corporate

Director Independent Audit Committee Governance Committee
Gregory H. Bailey
David Hung X X
David B. McWilliams
Lorin J. Randal X X
Michael Richmar X X X
Scott B. Seama X X X

ITEM 14.

(1) As defined by applicable SEC rule and the listitapdards of the Nasdaqg Capital Mar}

PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The aggregate fees billed by the principal accatptdalone & Bailey, PC, for the audit and relatedlit services for the period ending December 8072and 2006,

were $181,693 and $167,462 respectively.

No other fees were billed for services by Malon84&iley, PC, other than those covered in the precggaragraph. No professional fees were billedif@ncial

information, tax advice or planning, or system desand implementation.
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PART IV

ITEM 15. EXHIBITS FINANCIAL STATEMENT SCHEDULES.

(€) 1. Financial Statementthef Company

INDEX TO FINANCIAL STATEMENTS

Audited Financial Statements for years ended Deceneb 31, 2007, 2006 and 2005 and the period from Jaay 22, 2003 (Inception) through December 31, 20(

Report of Independent Registered Public Accourfimm F-1
Balance Sheets as of December 31, 2007 and F-2

Statements of Expenses for the Years Ended Dece3db@007, 2006 and 2005 and tt
period from January 22, 2003 (Inception) througlt@&eber 31, 200° F-3
Statement of Changes in Stockholders Equity fronudey 22, 2003 (Inception) throus

December 31, 200° F-4
Statements of Cash Flows for the years ended Deze8ilh 2007, 2006 and 2005 and

period from January 22, 2003 (Inception) througteéeber 31, 200 F-5
Notes to Financial Statemen F-6

2. Financial Statement Schedu

The required information is included in the Condated Financial Statements or Notes thereto.

3. List of Exhibits

Exhibit 2.1

Exhibit 2.2

Exhibit 3.1

Exhibit 3.3

Exhibit 4.1

Exhibit 4.2

Exhibit 4.3

Exhibit 4.4

Exhibit 4.5

Exhibit 10.1

Exhibit 10.2

Stock Purchase Agreement effective as of May 54Z0®orporated by reference to Exhibit 2.1 to @@mpany’s Current Report on Form 8-K filed
June 4, 2004

Agreement and Plan of Reorganization (incorporateteference to Exhibit 2.1 to the Comp’s Current Report on-K filed October 8, 2004

Articles of Amendment and Restatement of the Aesabf Incorporation (incorporated by referencexbikit 3.1 to the Company’s Current Report
on Form K filed on June 19, 200¢

Amended and Restated By-laws (incorporated by eefsr to Exhibit 2.2 to the Company’s Registratitaite&Snent on Form 10-SB (File No. 000-
25513), initially filed March 8, 199¢

Form of Common Stock Certificate (incorporated éference to Exhibit 2.3 to the Company’s Registratatement on Form 10-SB (File No. 000-
25513), initially filed March 8, 199¢

Form of Series E Warrant (incorporated by refere¢ndexhibit 4.3 to the Compa’s Current Report on Forn-K filed December 20, 200"

Warrant Agent Agreement for Series E Warrant (ipooated by reference to Exhibit 4.3 to the Compaiurrent Report on Form 8-K filed
February 14, 200¢

Form of Underwriters’ Warrant Agreement (incorperhby reference to Exhibit 4.4 to the Company’sréurReport on Form B-filed February 14
2008)

Form of Underwriters’ Warrant to Acquire WarrantgrAement (incorporated by reference to Exhibittd.the Company’s Current Report on Form
8-K filed February 14, 200¢

June 2004 Compensatory Stock Option Plan (incotpdray reference to Exhibit B to the Company’s Digfie Information Statement filed on June
29, 2004)

Amended and Restated Employment Agreement datexl 1842006, between the Company and David McWiligimcorporated by reference to
Exhibit 10.1 to the Compa’s Quarterly Report on Form -QSB filed August 14, 200¢
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Exhibit 10.12

Exhibit 10.13

Exhibit 10.14

Exhibit 10.17

Exhibit 10.18

Exhibit 10.19

Exhibit 10.20

Exhibit 10.21

Exhibit 10.22

Exhibit 10.23

Exhibit 10.24

Exhibit 10.25

Exhibit 10.26

Exhibit 10.27

Exhibit 10.28

Exhibit 10.29

Exhibit 10.30

Exhibit 31.1*

Exhibit 31.2*

Form of Warrant Agreement (incorporated by refeeetaicExhibit 10.13 to the Compé’s Annual Report on Form -KSB filed April 15, 2005]

License Agreement dated September 5, 2001 betwwee@dmpany and Baylor College of Medicine (incogted by reference to Exhibit 10.14 to
Compan’s Annual Report on Form -KSB filed April 15, 2005]

Second Amended and Restated License Agreementinitfersity of Chicago (incorporated by referencé&idnibit 10.1 to the Company’s Current
Report on Form -K filed August 3, 2007

Form of Series C Common Stock Purchase Warranbrocated by reference to Exhibit 10.17 to Forn-2 filed July 19, 2005

Securities Purchase Agreement dated June 17, 30@6chamong the Company and the Investors nameeinh@ncorporated by reference to Exh
10.18 to Form S-2 filed July 19, 2005

Registration Rights Agreement dated June 17, 2§0dnb among the purchasers of common stock naneedith(incorporated by reference to
Exhibit 10.19 to Form S-2 filed July 19, 2005

Securities Purchase Agreement dated June 30, 30@B6chamong the Company and the purchasers of constook named therein (incorporated by
reference to Exhibit 10.20 to Form -2 filed July 19, 2005

Securities Purchase Agreement dated July 15, 29@Ht among the Company and the Investors namesglith@corporated by reference to Exhibit
10.21 to Form S-2 filed July 19, 2005

Registration Rights Agreement dated July 15, 200&r1 among the Company and the Investors nameeith@ncorporated by reference to Exhibit
10.22 to Form S-2 filed July 19, 2005

License Agreement dated January 13, 2006 by thep@oynand Shanghai Institute for Biological Servi@iesorporated by reference to Exhibit 1C
to Amendment No. 1 to Form (-2 filed February 9, 200¢

Lease dated August 19, 2005 by the Company anditkaukien (incorporated by reference to Exhilfit13 to the Company’s Annual Report on
Form 1(-KSB filed March 31, 2006

Form of Warrant Agreement issued to brokers in eation with 2005 offerings (incorporated by refareno Exhibit 10.25 to Amendment No. 2 to
Form SE-2 filed April 11, 2006

Purchase Agreement dated April 11, 2006 by and grtteey Company and the Investors named herein (docated by reference to Exhibit 10.1 to
the Compan’s Current Report on Forn-K filed April 18, 2006)

Registration Rights Agreement dated April 11, 2696nd among the Company and the Investors nanrethH@ncorporated by reference to Exh
10.2 to the Compar's Current Report on Forn-K filed April 18, 2006)

Form of Warrant issued in connection with April B0fthancing (incorporated by reference to Exhilfit3lto the Company’s Current Report on Form
8-K filed April 18, 2006)

Form of Broker Stock Purchase Warrant issued to ME2Rital Group LLC (incorporated by reference tdibk 10.5 of the Company’s Current
Report on Form -K filed April 18, 2006)

Second Amended and Restated License Agreement diaite@1, 2007 between the Company and the Uniyes$iChicago (incorporated by
reference to Exhibit 10.1 of the Comp’s Report on Form-K filed August 3,, 2007

Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley Act of 200z

Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 200z

39




Exhibit 32.1* Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢tde906 of the Sarbar-Oxley Act of 200z

Exhibit 32.2* Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the Sarbar-Oxley Act of 200z

* Filed herewitr

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the regigthas duly caused this report to be signedsheahalf by th
undersigned, thereunto duly authorized.

SIGNATURES

OPEXA THERAPEUTICS, INC.

By: /s/DAVID B. MCWILLIAMS
David B. McWilliams
President and Chief Executive Offic

By: /s/LYNNE HOHLFELD
Lynne Hohlfeld, Chief Financial Officer ar
Principal Accounting Office

Date: March 17, 2008

Pursuant to the requirements of the SecuritiesoAt934, this report has been signed below by dlileviing persons on behalf of the Registrant anthexcapacity and
on the dates indicated.

Signature Title Date
/S/ DAVID B. MCWILLIAMS President, Chief Executive Officer and Directorirfcipal executive officer) March 17, 2008
David B. McWilliams
/S/ LYNNE HOHLFELD Chief Financial Officer (principal financial amecounting officer) March 17, 2008
Lynne Hohlfeld
/S/ GREGORY H. BAILEY Director March 17, 2008
Gregory H. Bailey
/S/ DAVID HUNG Director March 17, 2008
David Hung
/S/ LORIN J. RANDALL Director March 17, 2008

Lorin J. Randall

/S/ MICHAEL RICHMAN Director March 17, 2008
Michael Richman

/S/ SCOTT B. SEAMAN Director March 17, 2008
Scott B. Seaman
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors

Opexa Therapeutics, Inc.
(formerly PharmaFrontiers Corp.)
(a development stage company)
The Woodlands, Texas

We have audited the accompanying balance she@p@fa Therapeutics, Inc. (a development stage coyjpas of December 31, 2007 and 2006 and theecklat
statements of expenses, changes in stockholdargyemnd cash flows for the years ended Decembg2@17, 2006 and 2005 and the period from Januar2@03 (Inception)
through December 31, 2007. These financial statesrae the responsibility of Opexa’s management.r@sponsibility is to express an opinion on thiésancial statements
based on our audits.

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Ba@tdited States). Those standards require that am @hd
perform the audits to obtain reasonable assurdmmet avhether the consolidated financial statemardsree of material misstatements. The Compangtisequired to have, nor
were we engaged to perform, an audit of its intecoatrol over financial reporting. Our audits inded consideration of internal control over finaheceporting as a basis for
designing audit procedures that are appropriatiedrcircumstances, but not for the purpose of esging an opinion on the effectiveness of the Comisanternal control over
financial reporting. Accordingly, we express notsopinion. An audit includes examining, on a tessib, evidence supporting the amounts and dis@ssarthe consolidated
financial statements. An audit also includes agsgske accounting principles used and signifiestimates made by management, as well as evalidhgrgyerall consolidated
financial statement presentation. We believe thatodits provide a reasonable basis for our opinio

In our opinion, the financial statements refereatove present fairly, in all material respedte, ¢onsolidated financial position of Opexa as e€&mber 31, 2007 and
2006 and the results of its operations and its 8asls for the periods described in conformity wétbcounting principles generally accepted in thé@ddhStates of America.

As discussed in Note 2 to the financial stateméh&saccompanying financial statements have besaped assuming that Opexa will continue as a gaimgern.
Opexa requires significant amount of cash in itsrafions and does not have sufficient cash to fisnadperations for the next twelve months, whidsea substantial doubt about
its ability to continue as a going concern. Managetis plans regarding those matters are also destin Note 2. The financial statements do notigelany adjustments that
might result from the outcome of this uncertainty.

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

March 14, 2008
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OPEXA THERAPEUTICS, INC.
(a development stage company)
BALANCE SHEETS

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

Total current asse
Property & equipment, net accumulated depreciaifd$614,079 and $395,284, respectively

Total assets

Liabilities and Stockholders' Equity

Current liabilities:

Accounts payabl

Accounts payabl- related partie

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

Stockholder’ equity:
Convertible preferred stock, no par value, 10,000 $hares authorized, none issued and outsta

Common stock, $0.50 par value, 100,000,000 sharte®@azed, 6,696,784 shares issued and outstal

Additional paid in capita
Deficit accumulated during the development stage

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying summary of accounting policiesnates to financial statements
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December 31,

December 31,

2007 2006
$ 2,64548, $  12,019,91
— 2,952,001

355,26¢ 472,88
3,000,74 15,444,89
1,370,64 1,361,37

$ 437139 $  16,806,26
$ 938,44: $ 868,86:
54,09: _

— 112,44(

1,022,46; 135,06

— 1,500,001

60,36( 14,08

— 6,656,67°

2,075,35. 9,287,12:
162,45 96,241
2,237,811 9,383,371
3,348,35. 3,348,35.
76,498,05. 63,118,18

(77,712,82) (59,043,63)
2,133,58! 7,422,89:

$ 437139 $  16,806,26




Research and developme
General and administrati\
Depreciatior

Loss on disposal of asst

Operating los:

Interest incomu

Other income and expense,
Gain on derivative liability
Gain on extinguishment of de
Interest expense

Net loss

Basic and diluted loss per shi
Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(a development stage company)
STATEMENTS OF EXPENSES

Years ended December 31, 2007, 2006 and 2005 ane th
Period from January 22, 2003 (Inception) to Decembe31, 2007

Inception
through
2007 2006 2005 2007
$ 13,071,85 $ 7,850,37. $ 5,159,85. $ 53,757,53
3,418,301 5,461,04 6,259,07! 17,624,77
232,95¢ 174,117 98,08( 518,21(
13,192 2,37¢ 22,81( 495,50:
(16,736,30) (13,487,91) (11,539,81) (72,396,02)
477,60: 688,29¢ 81,93( 1,253,821
(5,000 46,45( 28,17¢ 72,00:
— 104,97¢ 3,896,84. —
1,612,441 — — 1,612,441
(16,107 (984) (7,323,85) (8,255,06i)
$ (14667,36) $  (12,649,17) $  (14,856,72) $  (77,712,82)
$ (219 $ (235 % (9.49) N/A
6,696,78. 5,390,91( 1,564,83 N/A

See accompanying summary of accounting policiesnates to financial statements
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OPEXA THERAPEUTICS, INC
(a development stage company)
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
Period from January 22, 2003 (Inception) through Deember 31, 2007

Additional
common Stock Paid in Accumulated
Shares Par Capital Deficit Total

Shares issued for ca 525,000 $ 262,50 $ (261,500 $ — 3 1,00(¢
Shares repurchased and cance (170,629 (85,319 84,98¢ — (325)
Discount related tc

beneficial conversion featu — — 28,18( — 28,18(

warrants attached to de — — 28,18( — 28,18(
Net loss — — — (126,00:) (126,007)
Balances at December 31, 2C 354,37" 177,18 (120,15)) (126,00 (68,96%)
Shares issued fo

cash 2,25(C 1,12¢ 7,87¢ — 9,00(

services 206,50( 103,25( 745,75( — 849,00(

license 24,26¢ 12,13¢ 414,94( — 427,07!

reverse merger with Sport 99,74( 49,87( (197,607 — (147,73

acquisition of Opex 250,00( 125,00( 23,625,00 — 23,750,00

additional shares attached to convertible ( 16,10( 8,05( 280,31¢ — 288,36t

conversion of convertible not: 60,75( 30,37¢ 217,99! — 248,37(
Shares cancelle (8,000 (4,000 4,000 — —
Discount related tc

beneficial conversion featu — — 855,84¢ — 855,84¢

warrants attached to de — — 1,848,50: — 1,848,50:
Option expens — — 123,33: — 123,33¢
Net loss — — — (31,411,73) (31,411,73)
Balances at December 31, 2(C 1,005,98- 502,99:. 27,805,80 (31,537,73) (3,228,94)
Shares issued fo

cash, net of offering cos 389,45: 194,72! 5,151,49: — 5,346,21

convertible deb 611,02¢ 305,51 7,343,93. — 7,649,441

debt 2,30 1,15(C 159,85( — 161,00(

license 29,19« 14,597 1,853,78 — 1,868,38.

services 24,00( 12,00( 1,000,40! — 1,012,401
Discount related tc

beneficial conversion featu — — 831,94 — 831,94

warrants attached to de — — 1,433,10i — 1,433,10i
Option expens — — 2,487,74. — 2,487,74.
Warrant expens — — 2,373,88i — 2,373,88i
Transition of warrants from equity instrumentsigbllity instruments — — (10,658,49) — (10,658,49)
Net loss — — — (14,856,72) (14,856,72)
Balances at December 31, 2( 2,061,95! 1,030,97 39,783,45 (46,394,46) (5,580,03)
Shares issued fo

cash, net of offering cos 4,600,001 2,300,00t 18,853,51 — 21,153,51

debt 34,82¢ 17,37« 162,62t — 180,00t
Option expens — — 2,749,61 — 2,749,61
Warrant expens — — 1,568,96! — 1,568,96!
Net loss — — — (12,649,17) (12,649,17)
Balances at December 31, 2( 6,696,78. 3,348,35. 63,118,18 (59,043,63) 7,422,89i
Cumulative change in derivative liabili — — 10,658,49 (4,001,82) 6,656,671
Option expens — — 1,876,10: — 1,876,10:
Warrant expens — — 845,27! — 845,27!
Net loss — — — (14,667,36) (14,667,36)
Balances at December 31, 2007 6,696,78 $ 3,348,35. $ 76,498,05 $ (77,712,82) $ 2,133,58!

See accompanying summary of accounting policiesnates to financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
STATEMENTS OF CASH FLOWS

Years ended December 31, 2007, 2006 and 2005 ane th

Period from January 22, 2003 (Inception) to Decembe31, 2007

Cash flows from operating activitit
Net loss

Adjustments to reconcile net loss to net cash usegerating activitie:
Stock payable for acquired research and develop
Stock issued for acquired research and develop

Stock issued for servict

Stock issued for debt in excess of princi

Amortization of discount on notes payable due torars and beneficial

conversion featur
Unrealized gain on marketable securi
(Gain) on derivative liability
(Gain) on extinguishment of de
Depreciatior
Debt financing cost
Option and warrant expen
Loss on disposition of fixed asst
Changes in
Accounts payabl
Marketable securitie
Prepaid expenst
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 ct
Common stock repurchased and canc
Proceeds from del
Repayments on notes payable

Net cash provided by financing activiti

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

Cash and cash equivalents at end of period

Cash paid for
Income tax
Interest

NON-CASH TRANSACTIONS
Issuance of common stock 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 noti
Fair value of derivative instrume

See accompanying summary of accounting policiesnates to financial statements
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Inception
through
2007 2006 2005 2007

$ (14,667,36) $ (12,649,17) $ (14,856,72) $  (77,712,82)
— 112,44( — 112,44(

— — 1,988,89 26,286,58

— — — 1,861,40!

— — 109,07( 109,07(

— — 5,516,63! 6,313,20!

25,91: (25,917 — —

— (104,979 (3,896,84) —
(1,612,441 — — (1,612,441
232,95¢ 174,117 98,08( 518,21(
— — 365,91( 365,91(

2,721,37: 4,318,58: 4,861,62! 12,024,92
13,192 2,37¢ 22,81( 495,50:
123,67( 359,39° 26,36( 542,89:
2,926,18. (2,926,18) — —
117,61¢ (340,87¢) (88,18%) (383,729
887,39: (105,24() 23,65¢ 895,80°
— — (388,21() (388,21()
(9,231,50)) (11,185,44) (6,216,91) (30,571,25)
(255,41)) (619,14 (258,907) (1,306,47)
(255,41)) (619,14 (258,907) (1,306,47)

— 21,153,52 5,346,21 26,509,73
— — — (325)

137,28t 110,32: 2,896,88! 8,102,19!
(24,797) — (58,61¢) (88,40¢)

112,49: 21,263,84 8,184,48! 34,523,20

(9,374,43) 9,459,24i 1,708,67 2,645,48:

12,019,91 2,560,66! 851,99: —

$ 2,645,448, $ 12,01991 $ 2,560,660 $ 2,645,48:

$ — 3 — — 8 —

— — — 42¢

_ — — 147,73:

— — 525,51: 525,51:

— — 6,159,611 6,407,98!

— 180,00( 17,17¢ 197,17¢

— — — 93,36+

— — 1,433,10: 3,309,79!

— — 831,94« 1,715,97.

— — 999,07- 1,287,441

— — 6,761,65! —




OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)

NOTES TO FINANCIAL STATEMENTS
NOTE 1—SUMMARY OF ACCOUNTING POLICIES

Opexa Therapeutics, Inc. (“Opexa”) was incorporatefexas in March, 1991 as a bio-pharmaceuticalgany engaged in developing autologous personatieid
therapies. During the development stage, Opexairctithe worldwide license to technology developedrgonne National Laboratory, a U.S. Departmérinmergy Laborator
Operated by the University of Chicago (“ArgonneThis is an exclusive license to a stem cell tecbgwlin which adult multi-potent stem cells are ded from monocytes
obtained from the patient’s own blood (the “LiceisA patent application was filed in November 20038th the United States Patent and Trade Offigaraing the technology
involved in the License.

On October 7, 2004, Opexa acquired all of the antfing stock of Opexa Pharmaceuticals, Inc., aityethiat has the exclusive worldwide license fromyBr College o
Medicine to an individualized T-cell therapeuticeme, Tovaxin®, which is in FDA Phase llb humamicial trials to evaluate its safety and effectigss in treating multiple
sclerosis.

Development Stage CompanyOpexa is considered to be in the Development siagiefined in Statement of Financial Accountinghn8¢ads No. 7. Opexa has no
revenues to date.

Basis of Presentationln June 2006, Opexa (i) changed its name to Op&eaapeutics, Inc. from PharmaFrontiers Corp. (“Rte) and (ii) effected a one-for-ten
reverse common stock split. All references to nunabshares and per share amounts reflect sudhasplf it occurred on the first day of the firgrwd presented. The financial
statements include the accounts of Opexa and itdlyvbwned subsidiary, Opexa Pharmaceuticals, lmough December 31, 2006. All inter-company acceanid transactions
have been eliminated.

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

Use of Estimates in Financial Statement PreparatianThe preparation of financial statements in confoymiith accounting principles generally acceptethia United
States of America requires management to make a&&and assumptions that affect the reported asofiassets and liabilities, the disclosure ofticgent assets and
liabilities at the date of the financial statementsd the reported amounts of revenues and expduoseg the reporting period. Actual results codifier from those estimates.

Cash, Cash Equivalents and Marketable Securitieszor purposes of the statements of cash flows, egslvalents include all highly liquid investmentitoriginal
maturities of three months or less. Marketable sges include investments with maturities gredtem three months but less than one year. The prioigectives for the fixed
income investment portfolio are liquidity and sgfef principal. Investments are made with the ofiyecof achieving the highest rate of return cotesiswith these two
objectives. Opexa’s investment policy limits inveshts to certain types of instruments issued biytini®ns primarily with investment grade creditirgs and places restrictions
on maturities and concentration by type and issuer.

Long-lived Assets.Property and equipment are stated on the basistofrital cost less accumulated depreciation. Deatien is provided using the straigite methoc
over the estimated useful lives of the assets. Majoewals and improvements are capitalized, whileor replacements, maintenance and repairs argeth@o current
operations. Impairment losses are recorded on liwrg-assets used in operations when indicatomipéirment are present and the undiscounted cesls féstimated to be
generated by those assets are less than the asseysg amount.

Income Taxes.Income tax expense is based on reported earnirigeeiacome taxes. Deferred income taxes refleziipact of temporary differences between assets
and liabilities recognized for financial reportipgrposes and such amounts recognized for tax pespasd are measured by applying enacted taxiraggfect in years in which
the differences are expected to reverse.
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Stock-Based CompensationOn January 1, 2006, Opexa began recording compensatpense associated with stock options and &iners of equity compensation in
accordance with Statement of Financial Accountiten8ards No. 123RShare-Based Paymeris interpreted by SEC Staff Accounting Bulletin NI67. Prior to
January 1, 2006, Opexa had accounted for stockrpticcording to the provisions of Accounting Fples Board Opinion No. 2%\ccounting for Stock Issued to Employees,
and related interpretations, and therefore noedlabmpensation expense was recorded for awardgegrevith no intrinsic value. Opexa adopted the ifiexdl prospective
transition method provided for under SFAS No. 128/R], consequently, have not retroactively adjustedlts from prior periods. Under this transitmethod, compensation
cost associated with stock options recognizedaerfitist quarter of fiscal 2006 includes the qudytamortization related to the remaining unvestedipn of all stock option
awards granted prior to January 1, 2006, baseti@grant date fair value estimated in accordante twe original provisions of SFAS No. 123.

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

Inception
Through
2005 2007
Net loss as reporte $ (14,856,72) $  (77,712,82)
Add: stock based compensation determined undeénsitrvalue metho 2,487,74. 2,611,07.
Less: stock based compensation determined underafiaie based method (4,264,01) (4,417,37)
Pro forma net loss $  (16,632,99) $  (79,519,12)
Basic and diluted loss per shi
Net loss per common shi $ (10.6%) N/A
As reporte: $ (9.49) N/A

Research and DevelopmenResearch and development expenses include salali@gd employee expenses, clinical trial expenmssgarch expenses, consulting fees,
and laboratory costs. All costs for research anctld@ment activities are expensed as incurred. ®@pepenses the costs of licenses of patents amidkecution of patents un
the issuance of such patents and the commercializaf related products is reasonably assured. &edun process research and development thatntutesave a future
alternative use is expensed when acquired. ResaeatHevelopment expense for the years ended Dexe3tp2007, 2006 and 2005 was $13,071,856, $383&nd
$5,159,853 respectively.

Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFASS) 133, “Accounting for Derivative Instrumentsdadedging
Activities,” as amended, requires all derivativedé recorded on the balance sheet at fair valpex®s derivatives are separately valued and a¢edidor on our balance sheet.
Fair values for securities traded in the open ntaake derivatives are based on quoted market ph@asre market prices are not readily availablie,values are determined
using market based pricing models incorporatinglitg@bservable market data and requiring judgnaerd estimates.

The pricing model Opexa used for determining failues of its derivatives is the Bla8choles Pricing Model. Valuations derived from tiisdel are subject to ongoi
internal and external verification and review. Thedel uses market-sourced inputs such as intextest, rexchange rates and option volatilities. $Sieleof these inputs involves
management’s judgment and may impact net income.

In September 2000, the Emerging Issues Task FUEER”) issued EITF 00-19, “Accounting for Derivag Financial Instruments Indexed to and Potenti@éstied in,
a Company’s Own Stock,” (“EITF 00-19") which Recesrfreestanding contracts that are settled in gpaogis own stock, including common stock warratddye designated as
an equity instrument, asset or a liability. Undes provisions of EITF 00-19, a contract designagdn asset or a liability must be carried atvaiue on a company’s balance
sheet, with any changes in fair value recordethéncompany’s results of operations. A contractgtesied as an equity instrument must be includekinvéquity, and no fair
value adjustments are required.
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In December 2006, the FASB issued FASB Staff RasiNo. EITF 00-19-2, Accounting for RegistratioryReent Arrangements (EITF 00-19-2). EITF 00-2@ddresse
an issuer’s accounting for registration paymerdarsgements. It specifies that the contingent olibgatb make future payments or otherwise transbesieration under a
registration payment arrangement, whether issuedseparate agreement or included as a provisiarfinéncial instrument or other agreement, shbeldeparately recognized
and measured in accordance with FASB StatemenbNaccounting for Contingencies. The guidance iifFE00-19-2 amends FASB Statements No. 133, Accogritir
Derivative Instruments and Hedging Activities, aha. 150, Accounting for Certain Financial Instrurteewith Characteristics of both Liabilities and Bguand FASB
Interpretation No. 45, Guarantor’'s Accounting anddibsure Requirements for Guarantees, Includidiréct Guarantees of Indebtedness of Others, tadecscope exceptions
for registration payment arrangements. EITF 00-EIs® requires additional disclosure regardingntéieire of any registration payment arrangemenes;retive settlement
methods, the maximum potential amount of considmratnd the current carrying amount of the liapjlit any. This EITF is effective immediately faggistration payment
arrangements and the financial instruments subjetttose arrangements that are entered into orfraddiubsequent to the date of issue of this EFd¥.registration payment
arrangements and financial instruments subjedidsd arrangements that were entered into pridretéssuance of this EITF, this is effective forafitial statements issued for
fiscal years beginning after December 15, 2006, iaredim periods within those fiscal years. The &opof implementing EITF 00-19-2 in the fiscal y@807 resulted in a
cumulative effect of a change in accounting prifecipith a credit to beginning retained earning$©656,677 and a reversal of the same amount tdetieative liability
account.

Recently Issued Accounting Pronouncements.

In February 2006, the FASB issued SFAS 155, “Actiognfor Certain Hybrid Financial Instruments,” whiamends SFAS 133, “Accounting for Derivative lastents
and Hedging Activities” and SFAS 140, “Accountiray fTransfers and Servicing of Financial Assets Exritihguishments of Liabilities.” SFAS 155 simpli§i¢he accounting for
certain derivatives embedded in other financiarimaents by allowing them to be accounted for ahale if the holder elects to account for the whiakrument on a fair value
basis. SFA 155 also clarifies and amends certéiergirovisions of SFAS 133 and SFAS 140. SFAS &55fective for all financial instruments acquiressued or subject to a
remeasurement event occurring in fiscal years Iméginafter September 15, 2006 and is thereforeiredjio be adopted by Opexa as of October 1, 20@B.agement is still
evaluating what effect this will have on Opexatsafiicial statements.

In July 2006, the FASB issued Interpretation No(B® No. 48), “Accounting for Uncertainty in Incanilaxes.” This interpretation requires recognitol
measurement of uncertain income tax positions usifrgore-likely-than-not” approach. FIN No. 48 ieetive for fiscal years beginning after DecembBr 2006. Management
is still evaluating what effect this will have orpéxa’s financial statements.

In September 2006, the FASB issued SFAS 157, ‘WValue Measurements.” This standard defines faueabstablishes a framework for measuring faireau
generally accepted accounting principles, and expalisclosure about fair value measurements. Taisraent is effective for financial statements ésktor fiscal years
beginning after November 15, 2007. Early adopt®aricouraged. The adoption of SFAS 157 is not éggeo have a material impact on the financiakstents.

In June 2007, the Emerging Issues Task Force (EEBted EITF Issue No. 07-3, Accounting for Noarefable Advance Payments for Goods or Services tdded in
Future Research and Development Activities. EITdaésNo. 07-3 provides guidance concerning the atswufor non-refundable advance payments for g@kservices that
will be used in future research and developmeritiies and requires that they be expensed whengbearch and development activity has been peefdrand not at the time
payment. The provisions of EITF Issue No. 07-3edfective for the Company as of January 1, 200& wicumulative-effect adjustment to retained esysias of the beginning
of the year of adoption. The Company does not bell&l TF 07-3 will have a material impact on itsuk#s from operations or financial position.

There were various other accounting standardsrgedoretations issued during 2007, 2006 and 2065 of which are expected to have a material impac¢he
Opexa’s financial position, operations or cash #ow
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NOTE 2—GOING CONCERN

Opexa incurred a net loss of approximately $14 [fianifor the year ended December 31, 2007 andahasccumulated deficit of approximately $77.7 miili The cash
balance of $2.6 million as of December 31, 2003 phe approximately $6.7 million in proceeds frdra February 2008 public offering is not sufficiémfund our operations fi
the next twelve months if we are to execute ouratrgg plan including the completion of our Phaledlinical trial of Tovaxin for the treatment of 8 These conditions raise
substantial doubt as to Opexa’s ability to continse going concern. Management continues to seeksrto raise additional capital through salesjofte. The financial
statements do not include any adjustments thattrbigimecessary if Opexa is unable to continuegasrey concern.

NOTE 3—RESTATEMENT OF FINANCIAL STATEMENTS
In November, 2007, Opexa restated its financiakstents for the 2006 and 2005 annual periods. Wailpis a description of the restatements to tharftial statement

Opexa acquired Opexa Pharmaceuticals in Octobet 206 originally accounted for the acquired in psxcresearch and development of $23,991,128 amjibta
assets. In November 2007, Opexa re-evaluateddétsuating for acquired research and developmenuaod further consideration of Paragraph 11(c) afédhent of Financial
Accounting Standards No. 2 (SFAS No. 2) and acdongrguidance from Financial Accounting Standardsuldnterpretation No. 4 “Applicability of FASB Stanent No. 2 to
Business Combinations Accounted for by the Purchthiod” (FIN 4), Opexa determined that these asdiet not have an alternative future use at the daacquisition. Thus,
they had no separate economic value and shoulddmedingly expensed to research and developmehtiperiod acquired.

In February 2004, Opexa obtained a license fronuUthigersity of Chicago for an adult stem cell teclugy. Costs associated with the acquisition of titiense were
originally accounted for as an intangible assee @mounts originally capitalized as intangible tsaere $3,051,706, $976,497 and $112,440 for ¢laesyended December 31,
2004, 2005 and 2006 respectively. Upon further ickemation of Paragraph 11(c) of SFAS No. 2, Opeat&idnined that these assets had not reached tedicallfeasibility at
the date of acquisition and had no alternativertutise. Therefore, the intangible asset should baga expensed to in process research and deveiopwtbe period acquired.

In March 2006, Opexa obtained an exclusive worléwidense for the intellectual property rights aesearch results of an autologous T cell vaccinelfeumatoid
arthritis from the Shanghai Institutes for BiolagfiSciences (SIBS), Chinese Academy of SciencéseoPeople’s Republic of China. Opexa made a $023j6ense payment
and accounted for the license as an intangiblet.ddpen further consideration of Paragraph 11(c3BAS No. 2, Opexa determined that this asset baceached technological
feasibility at the date of acquisition and had heraative future use. Therefore, the intangiblsedishould have been expensed to in process resmatialevelopment in the
period acquired.

In the Statements of Expenses, the effect of thiesadents on operating expenses, loss from opesatad net loss for each of the years ended Deae3idb@006 and
2005 and January 22, 2003(Inception) to Decembge2@16 was as follows:

Year Ended December 31

2006 2005

As Reported Adj. As Restated As Reported Adj. As Restated
Research and developme $ 761293 $ 237,44 7,850,37. $ 418335 $ 976,49 $ 515985
General and administratiy 5,461,04 — 5,461,04' 6,259,07! — 6,259,07!
Depreciation and amortizatic 1,818,79! (1,644,67) @ 174,11° 1,735,20! (1,637,12) @ 98,08(
Loss on disposal of assets 2,37¢ — 2,37¢ 22,81( — 22,81(
Operating los: (14,895,15) 1,407,23 (13,487,91) (12,200,45) 660,63 (11,539,81)
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Year Ended December 31,

2006 2005
As Reported Adj. As Restated As Reported Adj. As Restated
Interest incomt 688,29¢ — 688,29¢ 81,93( — 81,93(
Other income 46,45( — 46,45( 28,174 — 28,174
Gain (loss) on derivative liabilit 104,97¢ — 104,97¢ 3,896,84. — 3,896,84.
Interest expense (984) — (984) (7,323,85) — (7,323,85)
Net loss $  (14,056,40) 140723 $ (12,649,17) $ (15,517,35) $ 660,63: $  (14,856,72)
Basic and diluted loss per share $ (2.67) 026 $ (2.35) $ (9.92 $ 04z $ (9.49)

Research and developme
General and administratiy

Depreciation and amortizatic
Loss on disposal of assets

Operating los:

Interest incom

Other income

Gain (loss) on derivative liabilit
Interest expense

Net loss

Basic and diluted loss per share

January 22, 2003 (Inception) to December 31, 20(

As Reported Adjustment As Restated
$ 12,428,90 $ 28,256,77"  $ 40,685,68
14,206,46 — 14,206,46
3,818,82: (3,533,56) @ 285,25!
482,30 — 482,30
(30,936,51) (24,723,20) (55,659,71)
776,22 — 776,22:
77,00: — 77,00
4,001,81" — 4,001,81!
(8,238,96) — (8,238,96)
$ (34,320,43) $ (24,72320)  $ (59,043,63)
N/A N/A N/A

Q) Adjustment for capitalizing acquired research aededbpment to intangible assets that should haee bgpensed to research and development (i) foregaeended
12/31/2006 in the amount of $237,440, (ii) for yle@r ended 12/31/2005 in the amount of $976,497(iahthception to 12/31/2006 in the amount of $286,771.

2) Reversal of amortization of intangible assets ghauld have been expensed to research and develofipfer the year ended 12/31/2006 in the amair§l,644,678,
(ii) for the year ended 12/31/2005 in the amourtb637,129 and (iii) inception to 12/31/2006 ie #timount of $3,533,56

In the Balance Sheet, the effect of the adjustmemtantangible Assets and Accumulated Deficit aBe€ember 31, 2006 was as follows:

Assets

Intangible Asset

Stockholders' Equity
Accumulated Defici

December 31, 200!

As Reported

Adjustment As Restated

$ 24,72320 $

$ (34,320,43) $

(24,72320)7 $ —

(24723200 $  (59,043,63)

(1) Adjustment for capitalizing acquired research aedelbpment to intangible assets that should haee k&pensed to research and development and reg€esaortizatior
of intangible assets that should have been expetosezsearch and development. Adjustment for chgiitg acquired research and development to intaegassets th
should have been expensed to research and develogiyi®r the year ended 12/31/2006 in the amafr$237,440, (ii) for the year ended 12/31/200%hie amount ¢
$976,497 and (iii) inception to 12/31/2006 in thracaunt of $28,256,771. Reversal of amortizationrdémgible assets that should have been expensessdarch ar
development (i) for the year ended 12/31/2006 enamount of $1,644,678, (ii) for the year ende®12005 in the amount of $1,637,129 and (jii) int@pto 12/31/200

in the amount of $3,533,56
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NOTE 4—MARKETABLE SECURITIES

At December 31, 2007, Opexa invested $2.6 millloa money market account with an average markét gie4.8%. Interest income of $477,605 was recoeghifor the
twelve months ended December 31, 2007 in the statenof expenses.

At December 31, 2006, Opexa invested $10.9 miliinA-1/P-1 commercial paper, of which $2.9 millimninvested in marketable securities, and $3.9anilis invested
in a money market account with an average marledd yif 5.33% and average time to maturity of 1.3shths. Interest income of $688,299 was recogninethk year ended
December 31, 2006 in the statements of expenses.

NOTE 5—PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2007:

Description Life 2007 2006
Computer equipmer 3 years $ 155,01t $ 134,02:
Office furniture and equipme! 3-10 years 319,427 220,11
Software 3-5 years 88,91¢ 46,08¢
Laboratory equipmer 3-10 years 972,52¢ 912,70¢
Leasehold improvements 10 years 448,83’ 443,72'
Subtotal 1,984,72 1,756,66.
Less: accumulated depreciation (614,079 (395,289)
Property and equipment, net $ 1,370,644 $ 1,361,37

Property and equipment is carried at cost lessragtated depreciation. Depreciation is calculatedhaystraight-line method over the estimated udd@&ubf three to ten
years, depending upon the type of equipment, exoetasehold improvements which are amortizedgittie straigt-line method over the remaining lease term or tieedf the
asset, whichever is shorter. The cost of repaidsnaaintenance is charged as an expense as inchepceciation expense totaled $232,955, $174,187%88,080 in fiscal 2007,
2006 and 2005, respectively.

NOTE 6—INCOME TAXES

Opexa uses the liability method, where deferredatessets and liabilities are determined based oexpected future tax consequences of temporargrdifces between
the carrying amounts of assets and liabilitiesfiftancial and income tax reporting purposes.

At December 31, 2007, for federal income tax ameraative minimum tax reporting purposes, Opexadatoximately $67,963,929 of unused net operdtisges
available for carryforward to future years. The d&frfrom carryforward of such net operating loseél expire in various years through 2026. Undwg provisions of
Section 382 of the Internal Revenue Code, the liteinefn utilization of approximately $5,650,429 ét operating losses incurred prior to OctoberOD42was significantly
limited as a result of the change of control thatwred in connection with Opexa’s acquisition @fe®a. The benefit could be subject to further ktidimns if significant future
ownership changes occur in Opexa.

At December 31, 2007, deferred tax assets consistér following:

NOL @ 12/31/01 $ (68,052,24)
Estimated tax rate X 34%
Deferred tax asst (23,137,76)
Valuation allowance 23,137,76
Net deferred tax ass $ —
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NOTE 7—LOAN PAYABLE

Loan payable consists of an equipment line of up280,000 with Wells Fargo of which $222,816 andi(§322 were outstanding as of December 31, 2002666,
respectively. This loan has an interest rate of% ®er annum, matures in May 2011 and is securgdgaxas furniture and equipment purchased with the loacgeds. For th
years ended December 31, 2007, 2006 and 2005, @peagnized interest expenses of $14,631, $0 ance$pectively
NOTE 8—COMMITMENTS AND CONTINGENCIES

Office Lease

In October 2005, Opexa entered into a ten-yeael&asts office and research facilities. Ther,800 sq. ft. of space still available for futurglt-out. The facility
including the property is leased for a term of years with two options for an additional five yeaegh at the then prevailing market rate. Futur@rmim lease payments under
the non-cancellable operating lease are $137,11980@8, $139,782 for 2009, $147,540 for 2010, $340 for 2011 and $584,343 for years 2012 to 20EntRxpense was
$136,153, $136,153 and $34,038 for 2007, 2006 808 xespectively.

Contract Research Organization Agreement

In September 2006, Opexa entered into an IndiviBuaject Agreement (IPA) with PharmaNet, LLC, atrtaat research organization focused on managingalen
nervous system trials. Pursuant to such IPA, Phidehd LC will provide Opexa with services in contiea with its Phase Ilb clinical trial. Under therins of the IPA, Opexa is
required to advance funds in the amount of (i) $800 for professional fees, (ii) $60,000 for oupotket expenses and (iii) $175,000 for investiggtants. The professional

fee advance is applied 1/T2per month to invoices and replenished once 75%etieghl The out of pocket advance will be held guplied to the final invoice. The investigator
grant advance is used as a draw down advance pleshighed once 75% depleted. This process wiltiooa until the end of the study. At the conclusad the program,
advance balances remaining will be applied to antting invoices. These advances are treated aaigriéggms and included in the other current asssttion of the balance
sheet. As of December 31, 2007 and 2006, the aévaalance to PharmaNet, LLC was $193,337 and $834réspectively. For the years ended Decembe2(17 and 2006,
Opexa recognized $4,354,303 and $2,026,548, regplctas its research and development expenser tihel€harmaNet agreement.

In July 2007, Opexa entered into a second amenuigdestated license agreement with the Univerditgtocago that requires Opexa to make milestonengeys of up
to $1,350,000 if certain late stage clinical taald FDA approval milestones are achieved. Opegalbtgrmined that these payments are not probatiiesaime and thus no
liability has been recorded as of December 31, 2007

NOTE 9—EQUITY
During 2003, equity related transactions were #evs:
. 525,000 shares of common stock were sold for $1.
. 170,625 shares were reacquired for $325 and cah«

. Additional contributions to capital of $56,360 réed from the discounted value to notes payabletdwearrants and beneficial conversion featureschtd to
convertible notes was issued in 20

During 2004, equity related transactions were #eVs:
. 2,250 shares of common stock were sold for $9,

. 206,500 shares of common stock valued at their thiewalue of $849,000 were issued to employeescamsultants for their service
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. 24,269 shares of common stock valued at their thievalue of $427,075 were issued to the UnivgrsftChicago per the terms of a license agreenSzd.Note
12 for details

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

. 250,000 shares of common stock valued at their thiewalue of $23,750,000 were issued to Opexarheeuticals, Inc., shareholders. See Note 13dtaild.
. 16,100 shares of common stock with a relativevfaiue of $288,366 were issued to note holderseis ddditional shares for their subscription invest.

. 60,750 shares of common stock were issued to radtkefs for the conversion of $248,370 of princigadl interest from convertible nott

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

. Additional contributions to capital of $2,704,3%sulted from the discounted value to notes payfabfe warrants and beneficial conversion featuréscaed to
convertible notes

. Employee stock option compensation expense was,$323or 2004
During 2005, equity related transactions were #eVs:

. 389,451 shares of common stock with warrants tetlpse 1,070,993 shares were sold for $5,841,769rdlative fair value of the common stock is $1,703
and the relative fair value of the warrants is $8,055. Offering costs of $495,552 related to shéassued were charged to additional paid in caj

. 45,168 shares of common stock with a relativevfaiue of $999,074 were issued to note holderseis d@ldditional shares for their subscription invesht.
. 565,858 shares of common stock were issued tohwtiers for the conversion of $6,124,859 of priatiand $525,513 interest from convertible no

. 2,300 shares of common stock valued at their f@iney of $161,000 were issued to note holders ®ctnversion of $51,930 of principal and interestrf the
notes.

. 29,194 shares of common stock were issued to tlixetsity of Chicago per the terms of a license agrent. These shares were recorded at $1,86¢
. 24,000 shares of common stock valued at theivelire of $1,012,400 were issued to consultantshieir services

. Additional contributions to capital of $2,265,052ating to the discounted value to notes payaloi fivarrants, beneficial conversion features attd¢be
convertible notes

. Employee stock option compensation expense wa8%2,41 for 2005

. Non-employee stock option compensation expense wag$388 for 2005

. Transition of warrants from equity instrumentsitbllity instruments in the amount of $10,658,49swecorded. See Note 11 for dete
During 2006, equity related transactions were #eVs:

. In March 2006, 34,829 shares of common stock weeeid to settle an outstanding accounts payalte iamount of $180,00

. In April 2006, Opexa sold 4,600,000 shares of @smon stock and warrants to purchase 2,300,00@sludiOpexa’s common stock for $23,000,000. Opexa p
$1,846,481 for the commissions and fees relatédisaffering and granted to its brokers warrantpurchase 213,720 shares of common stock at anisserice
of $5.00 per share. These warrants are not caltiilehave a cashless exercise opi

. Employee stock option compensation expense wad$5Y7 for 2006

. Non-employee stock option compensation expense wa$$9&6 for 2006
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During 2007, equity related transactions were #evis:
. Employee stock option compensation expense wag 61,83 for 2007
. Non-employee stock option compensation expense was &B38%5or 2007
NOTE 10—OPTIONS AND WARRANTS

In 2004, Opexa adopted the 2004 Stock Option Pthe Plan”) for the granting of stock options to@oyees and consultants of Opexa. Options grameeénthe Plan
may be either incentive stock options or nonquedifstock options. The Board of Directors has digmmeo determine the number, term, exercise paive vesting of all grants.

Employee Stock Option:

During 2004, options to purchase 96,500 shares grarged to employees at exercise prices rangorg $30.00 to $50.00. These options have terms/efyfears and
vest from one to three years. Fair value of $5,6828 was recorded using the Black-Scholes methagptidn-pricing model. Variables used in the Blaati8les option-pricing
model for options issued during the year ended Bxdee 31, 2004 include (1) discount rate range of @Joption life of 5 years, (3) expected vol&yiliange of 75.05% and (4)
zero expected dividends.

During 2005, options to purchase 63,050 shares grarged to employees at an exercise price of $7T0€se options have terms of ten years and véstimyears. Fair
value of $261,879 was recorded using the Black-Bshaption-pricing model. Variables used in thedBkScholes option-pricing model for options issdeding the year ended
December 31, 2005 include (1) discount rate rarfi@®q (2) option life of 10 years, (3) expectedatdity range of 175.4% and (4) zero expected dinids.

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

During 2006, options to purchase 389,160 sharesmimon stock were granted by Opexa to its emplogeesercise prices ranging from $5.00 to $9.4@&sEhoptions
have terms from five to ten years and vest fromtortbree years. Fair value of $3,126,168 was deEmbusing the Black-Scholes option-pricing modériables used in the
Black-Scholes optiopricing model for options issued during the yeatezhDecember 31, 2006 include (1) discount ratgear 4.72% to 5.22%, (2) option life of 5 to 1Gaye
(3) expected volatility range of 401.34% to 429.86f46l (4) zero expected dividends.

Opexa recorded $2,749,617 stock-based compensatpEnse to the management and employees during 2006
During 2006, options to purchase 14,133 shares foefeted.

During 2007, options to purchase 224,400 sharesmimon stock were granted by Opexa to its emplogeesercise prices ranging from $3.96 to $5.4&sEhoptions
have terms of ten years and vest annually overee thear period. Fair value of $958,011 was resbrgsing the Black-Scholes option-pricing modeérigbles used in the
Black-Scholes option-pricing model for options isdwuring the year ended December 31, 2007 indllddiscount rate range of 4.22% to 5.07%, (2)aptife is a term with
the expected term of 5 to 6 years, (3) expectedtiity range of 95.36% to 103.91% and (4) zeroestpd dividends.

Opexa recorded $1,876,103 stock-based compensagpEnse to the management and employees during 2007
During 2007, options to purchase 17,345 shares foefeited.
Consultant Options:

During 2004, options to purchase 20,000 shares grarged to consultants at exercise prices ranfgarg $30.00 to $50.00. These options have ternfvefyears and
vest from one to three years. Fair value of $1,040 was recorded using the Black-Scholes optiocisgimodel. Variables used in the Black-Scholefooppricing model for
options issued during the year ended December@¥ iclude (1) discount rate range of 2% (2) aptife of 5 years, (3) expected volatility range7&.05% and (4) zero
expected dividends.
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During 2005, options to purchase 71,060 shares grarged to consultants. Using the Black-Schol&s/&ue for 2005 was $1,552,936 option-pricing mlod/ariables
used in the Black-Scholes option-pricing modeldptions issued during the year ended December@®i2clude (1) discount rate range of 2%, (2) aptite of 5 years, (3)
expected volatility range of 175.4% and (4) zerpeted dividends.

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

During 2006, options to purchase 156,500 sharesmimon stock were granted by Opexa to its congsltairectors and exiting directors at the exerpisees ranging
from $5.20 to $9.80. These warrants have a tertarofears and vest from one to three years. Raievwf $1,496,375 was recorded using the Blacle®shoption-pricing
model. Variables used in the Black-Scholes optiaoimy model for options issued during the yearesh®ecember 31, 2006 include (1) discount rategarigt.72% — 5.22%,
(2) option life of 10 years, (3) expected volailiange of 401.34% to 429.86% and (4) zero expetitedends.

Opexa recorded $1,568,966 stock-based compensagpEnse to the consultants, directors and exitiregbrs during 2006.
During 2006, options to purchase 5,000 shares wguged.

During 2007, options to purchase 69,500 sharesmincon stock were granted by Opexa to its conslatitectors and exiting directors at the exerpisees ranging
from $3.95 to $5.47. These warrants have a tertarofears, and have vesting dates that vary fréimerefull or partial vesting at date of grant tdl fresting at the first and
second year anniversary of the date of grant. \Fdire of $268,675 was recorded using the Black-Bshoption-pricing model. Variables used in thadkScholes option-
pricing model for options issued during the yeateshDecember 31, 2007 include (1) discount ratgearf 4.20% to 5.07%, (2) option life is a termwiihe expected term of
5.75 years, (3) expected volatility range of 95.36985.88% and (4) zero expected dividends.

Opexa recorded $845,275 stock-based compensafimnsa to the consultants and directors during 2007.
Broker and Investor Warrants

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

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

During 2005, warrants to purchase 46,084 shar€ofmon Stock ere issued to several brokerage fasrihe offering costs and commissions for Opexa&nting
activities at an exercise price of $1.50 per shahese warrants have a fair value of $2,197,162vastlimmediately.

During 2005, warrants to purchase 2,386,984 shaees granted to investors related to the convertiloites and warrants to purchase 254,362 sharesfovégited and
cancelled.

In April 2006, warrants to purchase 213,720 shafe®mmon stock were granted by Opexa to the beokeconnection with the $23,000,000 equity finaggiat an
exercise price of $5.20. These warrants have adéthree years, vest immediately and have a fainerof $1,077,778.

During 2006, warrants to purchase 2,765,043 shaees granted to investors related to the April 260&ncing and warrants to purchase 1,644,908 shaeee forfeited
and cancelled.

During 2007, there were no options granted to itouss

Summary information regarding options and warrégs follows:

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 20!
Granted —  $ — 15,000 $ 20.8(
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Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Outstanding at December 31, 2( — — 15,00( 20.8(
Year ended December 31, 20!

Granted 116,50( 32.27 142,80( 20.8(
Outstanding at December 31, 2( 116,50( 32.2i 157,80( 20.8¢
Year ended December 31, 20!

Grantec 134,11( 19.3C 2,433,06i 28.7:

Forfeited and canceled (14,167 33.7¢ (254,367) 24.3(
Outstanding at December 31, 2( 236,44: 24.8: 2,336,501 28.6¢
Year ended December 31, 20!

Grantec 545,66( 6.6t 2,978,76. 6.2¢

Forfeited and canceled (19,137) 38.7¢ (1,644,90) 8.61
Outstanding at December 31, 2( 762,97( 11.4¢ 3,670,36. 19.51
Year ended December 31, 20!

Grantec 293,90( 5.2¢ — —

Forfeited and canceled (17,34%) 7.74 — —
Outstanding at December 31, 2007 1,039,52! $ 9.7¢ 3,670,36. $ 19.51

Summary of options and warrants outstanding andcesable as of December 31, 2007 is as follows:
Options Options Warrants Warrants
Exercise Prict Remaining life Qutstanding Exercisable Qutstanding Exercisable

$40.0( 2-3 year: 17,50( 13,75( — —
$30.0( 1-2 year: 89,50( 89,50( — —
$30.0( 2-3year 31,85( 28,561 1,110,55! 1,110,55!
$15.0( 2-3year 81C 81C 46,08t 46,08t
$11.9( 2- 3 year 21,50( 3,00 — —
$11.5( 1-2yearn 16,75( 16,75( — —
$11.4( 1-2yearn 2,00 2,00( — —
$ 9.8( 8-9year 37,00( 28,25( — —
$ 9.4( 8-9year 32,10( 13,70( — —
$ 8.2t 8-9year 14,00( 5,667 — —
$ 7.0¢ 8-9year 3,30( 1,10C — —
$ 7.0( 8- 9 year 35,50( 17,75( — —
$ 6.5( 3-4year — — 2,300,001 2,300,001
$ 547 9-10 year 257,00( 21,50( — —
$ 5.2( 1-2yearn 8,50( 8,50( — —
$ 5.2 8-9 year: 105,00( 70,00( — —
$ 5.0( 2- 3 year — — 213,72( 213,72(
$ 5.0( 3-4year 75,00( 75,00( — —
$ 5.0( 8-9 year: 263,01! 87,67: — —
$ 4.0¢ 9-10 year 4,40( — — —
$ 3.9¢ 9-10 year 4,80( 1,50C — —
$ 3.9t 9 -10 year 20,00( 10,00( — —

1,039,52! 495,01¢ 3,670,36. 3,670,36.
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NOTE 11—DERIVATIVE INSTRUMENTS

In June 2006, Opexa evaluated the application &SE33 and EITF 00-19 for all of its financial instents and it was determined that certain of tagamts to
purchase common stock issued by Opexa associatkedheibridge note exchange and private placenféeriregs in June 2005 and July 2005 were derivatihat Opexa was
required to account for as free-standing derivatiséruments under GAAP. These three series ofamésrwere considered at the time to be derivatieesiuse the liquidated
damage provision in the registration rights agregmevering each warrant resulted in the conclusiiar it was more economic to issue registeredeshidnan to issue
unregistered shares and pay the penalty. Becasisagsregistered shares is outside of Opexa’s ohrpexa concluded the warrants should be accduoteas derivative
liabilities under SFAS 133 and EITF 00-19. As aufeOpexa reported the value of these derivatassurrent liabilities on its balance sheet andmep changes in the value of
these derivatives as non-operating gains or lozsés statements of operations in the consolidfiteahcial statements beginning with the year endedember 31, 2005 and re-
measured and reported on a quarterly basis therdefted on the Black-Scholes Pricing Model.

In December 2006, the FASB issued FASB Staff RmsiNo. EITF 00-19-2, Accounting for RegistratioryReent Arrangements (EITF 00-19-2). EITF 00-A@ddresse
an issuer’s accounting for registration paymerdrggements. It specifies that the contingent obibgaib make future payments or otherwise transbasseration under a
registration payment arrangement, whether issuedsaparate agreement or included as a provisiarfinéncial instrument or other agreement, shbeldeparately recognized
and measured in accordance with FASB StatemenbNaccounting for Contingencies. The guidance ifEED0-19-2 amends FASB Statements No. 133, Accogritr
Derivative Instruments and Hedging Activities, aal. 150, Accounting for Certain Financial Instrurtewith Characteristics of both Liabilities and Bguand FASB
Interpretation No. 45, Guarantor’s Accounting ariddibsure Requirements for Guarantees, includingrést Guarantees of Indebtedness of Others, tadecscope exceptions
for registration payment arrangements. EITF 00-EIs? requires additional disclosure regardingnieire of any registration payment arrangemertesrative settlement
methods, the maximum potential amount of considmratnd the current carrying amount of the liapjlif any. This EITF is effective immediately faggistration payment
arrangements and the financial instruments subjettiose arrangements that are entered into orfreddiubsequent to the date of issue of this EFd¥.registration payment
arrangements and financial instruments subjedided arrangements that were entered into pridretéssuance of this EITF, this is effective fordfiitial statements issued for
fiscal years beginning after December 15, 2006, iartim periods within those fiscal years.

Opexa evaluated the application of EITF 00-19-24lbits financial instruments and determined t&tain warrants to purchase common stock issudddexa
associated with the bridge note exchange and priplacement offerings in June 2005 and July 200Bmger qualified to be classified as derivatiabllities. In addition, Ope»
accounts for registration rights agreement persaétgecontingent liabilities, applying the accougtjuidance of Financial Accounting Standard Nd'Agcounting for
Contingencies” (“FAS 5”). This accounting is coneigt with views established by the FASB Staff Hosg FSP EITF 00-19-2 “Accounting for Registratidayment
Arrangements”, which was issued December 21, 2866ordingly, Opexa recognizes the damages wheacibimes probable that they will be incurred and arteare
reasonably estimable.

4,600,000 shares of common stock and 2,513,72amarto purchase common stock are subject to atration payment arrangement that provides if alees
registration statement is not effective for anyigeafter April 13, 2007, the warrant holders magreise their warrants on a cashless basis dunmgeériod the resale
registration statement is not effective. If Opeadsfto register, achieve effectiveness of regiigtmaor maintain effectiveness of registration b&aes underlying the warrants and
shares, they are required to make certain liquitldeanage payments of 1.5% of the aggregate amépnoceeds of the offering per month for every nhointdefault with a
maximum of 24%. Opexa does not believe these pats@ea probable and thus no contingent liability haen recorded.

1,272,356 shares of common stock and 1,714,41@sledrcommon stock issuable upon the exerciserafran stock purchase warrants issued in June 20D3dp
2005 are subject to a registration payment arraegéthat provides if a resale registration staterigenot effective for any period after the firsindversary of the warrant, the
warrant holders may exercise their warrants onsleas basis during the period the resale regtratatement is not effective. If Opexa fails égister, achieve effectiveness
registration or maintain effectiveness of registrabf shares underlying the warrants and shahney, are required to make certain liquidated danpayenents of 1.0% of the
aggregate amount of proceeds of the offering pertmfor the first calendar month of registratioriaddt and 2% for every month in default after tiretfmonth. Opexa does not
believe these payments are probable and thus rimgent liability has been recorded.
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The impact of implementing EITF 00-19-2 for the yeaded December 31, 2007 resulted in a cumulaffeet of a change in accounting principle withexietase in the
derivative liability of $6,656,677 and a decreaséeginning retained earnings of $4,001,819 remgrgains posted to date and a reclassificatiohebtiginal value of the
warrants from liability to equity of $10,658,496.

For the years ended December 31, 2006 and 200k et of the application of SFAS 133 and EITF @eh the balance sheets and the statements oftiopsrand
the period from inception through December 31, 2808 follows:

Gain (Loss)
Gain (Loss) Gain (Loss) Inception
As of As of Year Ended Year Ended Through
12/31/2005 12/31/2006 12/31/2005 12/31/2006 12/31/2006
Series A Warrant $ - $ - % 332,440 $ - $ 332,44(
Series B Warrant 264,95 -- 640,88: 264,95 905,83¢
Series C Warrants 6,496,69! 6,656,67 2,923,51! (159,979 2,763,541
Totals $ 6,761,65! $ 6,656,67 $ 3,896,84. $ 104,97¢ $ 4,001,81!

NOTE 12—LICENSES AND GAIN ON EXTINGUISHMENT OF DEBT
University of Chicago License Agreement

In 2004, Opexa entered into an agreement with thigaysity of Chicago (“University”) for the worldwe license to technology developed at Argonne Matio
Laboratory, a U.S. Department of Energy Laboratipgrated by the University. The license was lateerrded granting Opexa an exclusive, non-transferabtidwide license
to the University’s stem cell technology. In coresition for the license and amendment, Opexa paidUniversity a total of $232,742 and issued thesehsity 53,462 shares of
common stock valued at $2,295,461. Opexa also ddeepay the University $1.5 million and to isshe tUniversity 21,623 shares of Opexa common stockpril 2007, the
$1.5 million cash payment obligation was extendetil duly 31, 2007 and the obligation to issue skaf Opexa’s common stock was extended until 3L)y2007, with
$112,440 accrued as of June 30, 2007.

On July 31, 2007, Opexa entered into a second amteadd restated license agreement with the UntyesSiChicago that eliminated the obligations untter prior
agreement for the payment of $1.5 million due Bily2007 and the obligation to issue 21,623 shafr&pexa common stock. These obligations were osmbas an intangible
asset, with the liabilities recorded as a notesapbey—current portion of $1.5 million and a stoclyglale of $112,440. As a result of the amendmentrasthtement of the license
agreement with the University of Chicago $1,612,448 reported as a gain on extinguishment of ligbDpexa applied the accounting guidance of FamelrAccounting
Standard No. 140, “Accounting for Transfers andviarg of Financial Assets and Extinguishments iftilities” (“FAS 140") and EITF 96-19 “Debtor’s Aounting for a
Modification or Exchange of Debt Instruments”.

Shanghai Institute for Biological Science Licensegfeement

In January 2006, Opexa acquired an exclusive wadeWcense for the intellectual property rightslarsearch results of an autologous T cell vadtineheumatoid
arthritis from the Shanghai Institute for BiolodiGzience, China Academy of Science of the Peojitesublic of China. In exchange for a payment &3000 and an agreed
running royalty from the sale of commercializedguots, Opexa receives all information and dataedl#o all clinical trials on all patient contraad patients with rheumatoid
arthritis with the T cell vaccine. This includes@inical, cell procurement and manufacturing pails, complete patient data sheets, all laborataterials, methods and results
and manufacturing records and documents and ary d#ia related to the intellectual property. Tirgt payment under the license occurred in Aprd@@pon the delivery of
materials pursuant to the terms of the licensingagent.
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Restatemen

Costs associated with the acquisition of theselivemses were originally accounted for as an intalegasset. In November 2007, Opexa re-evaluaseacitounting for
acquired research and development and determia¢thise assets did not have an alternative fuseet the date of acquisition. Thus, they hadeparsite economic value a
should be accordingly expensed to research andagevent in the period acquired. Opexa restatefingscial statements for the 2006 and 2005 anneibgs in November
2007. See Note 3 for more details.

NOTE 13 - PURCHASE OF OPEXA PHARMACEUTICALS

In October 2004, Opexa acquired all of the outstemdtock of Opexa Pharmaceuticals, Inc. The adiprisvas accounted for under the purchase metivbdre all of Opexa
Pharmaceuticals, Inc.’s assets are restated toftiemarket value on the acquisition date. The,280 shares of Opexa were valued at their thevéie of $23,750,000 or
$95.00 per share. The results of operations fox@gf®m November 6, 2004 through December 31, 20@5ncluded in the Statements of Operations aadthtements of Ca
Flows.

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

Current assel $ 55,38’
Property, plant and equipment, | 639,16(
Acquired in process research and developr 23,991,12
Current liabilities assumed (935,67
Total allocation of purchase price $ 23,750,000

The estimated fair value of acquired in processarssh and development of $23,991,128 was deterntipedir management. Management considered a nushifectors in
determining the value of the acquired in processaech and development, including the results afid@pendent valuation performed by a third-pagiusation specialist. The
purchased represents Opexa Pharmaceuticals’ inetenglsearch and development programs that hagehogached technological feasibility and had nerahtive future uses
as of the acquisition date and, therefore, wasresgrkupon acquisition within our Consolidated Stegets of Expenses.

NOTE 14—STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhithgstries, Inc. in a transaction accounted foa asverse acquisition. Pharre@hareholders were issued 6,386,
Sportan shares in exchange for 100 percent ofutstamding common shares of Pharma. Immediatelgviiaig this transaction, Sportan changed its naorfehitarma and
7,383,838 shares were outstanding.

NOTE 15—SUBSEQUENT EVENT

On February 13, 2008, Opexa entered into an UndtamgiAgreement with MDB Capital Group LLC, for & and as representative of the several undemsritelating
to the public offering of 3,500,000 shares of Opexammon stock and 3,500,000 Series E warrant$ arrant to purchase one share of common stoak akercise price of
$2.00 per share. Pursuant to the Underwriting Apese, Opexa granted the underwriters a 30-day optigpurchase up to an additional 525,000 sharesrmafmon stock and
525,000 warrants to cover over-allotments. Theiotpfor the sale of shares of common stock andamsrtook place on February 19, 2008. The undeswgriéxercised their
over-allotment option as to the warrants only, @pueéxa sold an aggregate of 3,500,000 shares ag8,a(D warrants.

The public offering price for each share was $201@] the public offering price for each warrant B8sl5. Each share and each warrant was sold tanitherwriters at
the public offering price of each security lessuaderwriting discount of 10%. The Company receigpgdroximately $7.6 million in gross proceeds frdma bffering. The
Company paid the underwriters a non-accountableresg@allowance of 1% of the gross proceeds offfeery (excluding the over-allotment option). Thet proceeds to
Opexa, after underwriter discounts and commissiridefore expenses was approximately $6.8 millids.additional compensation, the Company issuedants to the
underwriter to purchase 350,000 shares of comnuwk sit a price of $2.40 per share and to acqui®e0B® Series E warrants at a price of $0.18 peeSé&rwarrant.
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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 Annual Report on Forn-K of Opexa Therapeutics, Inc
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéte a material fact necessary to make the s¢atisrmade, in
light of the circumstances under which such statesneere made, not misleading with respect to #regd covered by this repo
3. Based on my knowledge, the financial statementodimer financial information included in this repdairly present in all material respects theafigial condition,
results of operations and cash flows of the regyidgtas of, and for, the periods presented in gpsnt;
4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as defined im&xge Act Rules
13&15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay
a. Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our supervision, to ensure that
material information relating to the registranglinding its consolidated subsidiaries, is made kmtovus by others within those entities, partidylauring
the period in which this report is being prepail
b.  Designed such internal control over financial reéjpgr, or caused such internal control over finahegorting to be designed under our supervision, t
provide reasonable assurance regarding the réfyabflfinancial reporting and the preparation wiancial statements for external purposes in acoarel
with generally accepted accounting principl
c. Evaluated the effectiveness of the registrantslaisire controls and procedures and presentedsimeport our conclusions about the effectivenéshe
disclosure controls and procedures, as of the étfteqeriod covered by this report based on swaluation; anc
d. Disclosed in this report any change in the regigsanternal control over financial reporting tleecurred during the registrant's fourth fiscal igerathat
has materially affected, or is reasonably likelyrtaterially affect, the registrant's internal cohtsver financial reporting; ar
5.  The registrant’s other certifying officer(s) antldve disclosed, based on our most recent evaluatimternal control over financial reporting, teetregistrant's
auditors and the audit committee of the registsemdiard of directors (or persons performing thewedent functions)
a. All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which are reasonably likey
adversely affect the registrant's ability to re¢cgnibcess, summarize and report financial inforargtand
b.  Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant's internal control over
financial reporting
Date: March 17, 200 By:/s/David B. McWilliams

David B. McWilliams
President and Chief Executive Offic



EXHIBIT 31.2
CERTIFICATION PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT

I, Lynne Hohlfeld, certify that:
1. I have reviewed this Annual Report on Forn-K of Opexa Therapeutics, Inc

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or om#téde a material fact necessary to make the staisrmade, in
light of the circumstances under which such stateasneere made, not misleading with respect to grégd covered by this repo

3. Based on my knowledge, the financial statements,oéimer financial information included in this repdairly present in all material respects theaficial condition,
results of operations and cash flows of the regyigtas of, and for, the periods presented in gpsnt;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures (as defined ilm&h@e Act Rules
13&15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and proceduties tiesigned under our supervision, to ensure that
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovwus by others within those entities, partidylar
during the period in which this report is beinggaeed,;

b. Designed such internal control over financial réjpgr;, or caused such internal control over finah@gorting to be designed under our supervision, t

provide reasonable assurance regarding the réfjabflfinancial reporting and the preparation wfancial statements for external purposes in acoure
with generally accepted accounting princip

c. Evaluated the effectiveness of the registrantslaksire controls and procedures and presentedsimethort our conclusions about the effectivendéshe
disclosure controls and procedures, as of the étiteeriod covered by this report based on sweluation; anc

d. Disclosed in this report any change in the regitsanternal control over financial reporting tleetcurred during the registrant's fourth fiscal erathat
has materially affected, or is reasonably likelyrtaterially affect, the registrant's internal cohtrver financial reporting; an

5. The registrant's other certifying officer(s) anldalve disclosed, based on our most recent evaluatiorternal control over financial reporting, teetregistrant's
auditors and the audit committee of the registsamard of directors (or persons performing thewedent functions)

a. All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are reasonably likedy
adversely affect the registrant's ability to re¢gnibcess, summarize and report financial inforamgtand

b.  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's internal control over
financial reporting

Date: March 17, 200 By:/s/Lynne Hohlfelc
Lynne Hohlfeld
Chief Financial Officer and Principal Accountingfioér



EXHIBIT 32.1

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

In connection with the Annual Report of Op&teerapeutics, Inc. (the “Company”) on Form 10-K tiee period ending December 31, 2007, (the “Repaat filed with the
Securities and Exchange Commission on the dat®hér®avid B. McWilliams, President and Chief Exsive Officer of the Company, certify, pursuanti®U.S.C. §1350, as
adopted pursuant to §906 of the Sarbanes-OxleypA2002, to the best of my knowledge, that:

1. The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeof 1934; anc
2. The information contained in the Report fairly mets, in all material respects, the financial cbodiand results of operations of the Comps
Date: March 17, 200 By:/s/David B. McWilliams

David B. McWilliams
President and Chief Executive Offic



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

In connection with the Annual Report of Opexa Thpexgtics, Inc. (the “Company”) on Form 10-K for theriod ending December 31, 2007, (the “Report”filaed with the
Securities and Exchange Commission on the dat®féréynne Hohlfeld, Chief Financial Officer amtincipal Accounting Officer of the Company, certipursuant to 18
U.S.C. 81350, as adopted pursuant to 8906 of thHeaBas-Oxley Act of 2002, to the best of my knowlkedhat:

1. The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeof 1934; anc
2. The information contained in the Report fairly mets, in all material respects, the financial cbodiand results of operations of the Comps
Date: March 17, 200 By:/s/Lynne Hohlfelc

Lynne Hohlfeld
Chief Financial Officer and Principal Accountingfioér



