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ITEM 1. FINANCIAL STATEMENTS.

PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED BALANCE SHE
June 30, 2005
(unaudited)

Current Assets
Cash
Prepaid expenses

Total Current Assets

Intangible assets, net of accumulated
amortization of $1,067,544

Property & equipment, net of accumulated
depreciation of $232,578

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Accounts payable
Accrued expenses
Stock payable
Third party non-convertible note

Total Current Liabilities

Commitments and Contingencies

Stockholders' Equity
Convertible preferred stock, no par valu
shares authorized, none issued and outstan
Common stock, $.05 par value, 50,000,000
authorized, 20,055,154 shares issued
Additional paid in capital
Deficit accumulated during the developme

Total Stockholders' Equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

any)
ET

$ 5,118,834
131,712

5,250,546

26,842,353

$ 630,254
298,445
25,350

1,500,000

e, 10,000,000

ding -

shares

and outstanding 1,002,757
45,247,885

nt stage (16,241,712)



PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF EXPEN
Three and Six Months Ended June 30, 2005 an
Period from January 22, 2003 (Inception) to
(unaudited)

Three Months
Ended June 30,
2005 2

General & administrative $ 2,704,757  $
Research & development 611,212

Net operating loss  (3,315,969) (

Interest income 11,979

Other income 7,501

Interest expense (4,450,955) (
Other expense (296)

Net Loss $(7,747,740) $ (

Basic and diluted loss
per share $ (070) $

Weighted average common
shares outstanding 11,082,150 6,

SES
d 2004 and the
June 30, 2005

Six Months
Ended June 30,
004 2005 2004

561,157 $ 4,329,789 $ 1,073,569 $
- 1,255,476 -

561,157)  (5,585,265)  (1,073,569)

- 18,909 -
- 9,945 -

118,888)  (5,938,339)  (149,504)
- (296) -

680,045) $(11,495,046) $(1,223,073) $(

(0.11) $ (1.08) $ (0.24)
084,339 10,664,613 5,053,659

4

nception

Through

June 30,
2005

7,538,077
1,888,097

(9,426,174)

24,901
12,324
6,852,467)
(296)



PHARMAFRONTIERS CORP.

(A Development Stage Comp any)
CONSOLIDATED STATEMENTS OF CA SH FLOW
Six Months Ended June 30, 2005 and 2004 and the
Period from January 22, 2003 (Inception ) to June 30, 2005
(unaudited)

Six Six

Months Months Inception
Ended Ended through

June 30, June 30, June 30,
2005 2004 2005

Cash flows from operating activities
Net loss $(11,495,046) $(1,223,073)  $(16,241,712)
Adjustments to reconcile net
loss to net cash used in
operating activities:
Stock issued for services 940,000 833,000 1,789,000
Stock issued for debt 109,073 - 109,073
Amortization of discount on
notes payable due to warrants

and beneficial conversion feature 5,516,638 145,590 6,313,205
Advances to shareholders - (2,000) (2,000)
Amortization of intangible assets 815,784 - 1,067,545
Depreciation 48,260 342 61,318
Option and warrant expense 926,962 - 1,050,295
Loss on disposition of fixed assets - - 457,122
Changes in:
Accounts payable (32,849) 92,532 25,958
Prepaid expenses (37,375) (7,500) (76,325)
Accrued expenses 81,790 41,973 113,115
Notes payable - (5,000) (5,000)
Net cash used in
operating activities (3,126,763) (124,136) (5,338,406)
Cash flows from investing activities
Purchase of licenses - (107,742) (232,742)
Purchase of property & equipment (76,356) (4,026) (249,360)
Net cash used in
investing activities (76,356) (111,768) (482,102)
Cash flows from financing activities
Common stock sold for cash 4,646,565 9,000 4,656,565
Common stock repurchased and canceled - - (325)
Repayments on notes payable (58,614) - (63,614)
Proceeds from debt 2,856,660 233,000 6,314,366
Stock payable 25,350 - 25,350
Net cash provided by
financing activities 7,469,961 242,000 10,932,342
Net change in cash 4,266,842 6,096 5,118,834
Cash at beginning of year 851,992 68 -
Cash at end of period $5,118,834 $ 6,164 $5,118,834




PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED STATEMENTS OF CASH FLO
Six Months Ended June 30, 2005 and
Period from January 22, 2003 (Inception
(unaudited)

Six
Mont
Ende
June
200
NON-CASH TRANSACTIONS
Issuance of common stock for
purchase of Opexa $
Issuance of common stock to
Sportan shareholders
Issuance of common stock for
University of Chicago license 1,7
Issuance of common stock for
Interest 5
Conversion of notes payable
to common stock 6,1
Conversion of accrued liabilities
To common stock
Conversion of accounts payable
to note payable
Discount on convertible notes
relating to:
- warrants 1,4
- beneficial conversion feature 8
- stock attached to notes 6

any)

WS (Continued)
2004 and the

) to June 30, 2005

Six

hs Months Inception
d Ended through
30, June 30, June 30,
5 2004 2005

- $ - $23,750,000

- - 147,733
58,956 - 2,186,040
25,513 - 525,513
59,610 - 6,407,980
17,176 - 17,176

- - 93,364
33,108 - 3,309,790
31,945 - 1,715,974
31,832 - 1,287,440



PHARMAFRONTIERS CORP.
(a Development Stage Company)

NOTES TO FINANCIAL STATEMENTS
(unaudited)

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of PharmaFrontiers Corp., ("Pharma”), (a dgreknt stage company), have been
prepared in accordance with accounting principkrsegally accepted in the United States of Ameriwhthe rules of the Securities and
Exchange Commission ("SEC"), and should be readimunction with the audited financial statememtd aotes thereto contained in
Pharma's latest Annual Report filed with the SEG-orm 10K. In the opinion of management, all adjustmentssisting of normal recurrir
adjustments, necessary for a fair presentatiomah€ial position and the results of operationstifigrinterim periods presented have been
reflected herein. The results of operations fogrimh periods are not necessarily indicative ofrémults to be expected for the full year. Notes
to the financial statements which would substalytidiplicate the disclosure contained in the aubifbeancial statements for the most recent
fiscal year, 2004, as reported in Form 10-K, haserbomitted.

NOTE 2 - STOCK BASED COMPENSATION

Pharma accounts for stock-based compensation timel@ntrinsic value method. Under this method, Rtaarecognizes no compensation
expense for stock options granted when the numbenderlying shares is known and exercise pricénefoption is greater than or equal to
the fair market value of the stock on the daterahy The following table illustrates the effectmet loss and net loss per share if Pharma had
applied the fair value provisions of FASB Statemigat 123, Accounting for Stock-Based Compensatiostock-based employee
compensation for the three and six months endeel 30n2005 and 2004

Inception
Three Months Six Months Through
Ended June 30 , Ended June 30, June 30,
2005 2004 2005 2004 2005
Net loss as reported $(7,747,740) $ ( 680,045) $(11,495,046) $(1,223,073) $(16,241,712)
Add: stock based
compensation
determined under
fair value
based method 378,904 - 734,304 - 857,637
Less: stock based
compensation
determined under
intrinsic value
based method (461,708) - (914,732) - (1,068,096)
Pro forma net loss $(7,830,544) $ ( 680,045) $(11,675,474) $(1,223,073) $(16,452,171)

Basic and diluted

Net loss per

common share:

As reported $ (0.70) $ (0.11) $ (1.08) $ (0.24)
Pro forma (0.71) (0.11) (1.09) (0.24)



The weighted average fair value of the stock optigranted during 2005 was $5.59. Variables uséakeiBlack-Scholes option-pricing model
include (1) 2% risk-free interest rate, (2) expdatgtion life is the actual remaining life of thptimns as of each year end, (3) expected
volatility is 110% and (4) zero expected dividends.

NOTE 3 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasoedi€onvertible notes to investors totaling $6,8294. On June 30, 2005 a total of
$6,650,372 comprised of the principal of the nate$6,124,859 and accumulated interest of $525,%h&h accrued at a rate of 15% per
annum, was exchanged for 4,433,598 units at $leb8lmre. Each unit is comprised of one sharemhoon stock and three separate type
warrants to purchase a total of 2.75 shares of comstock as stated below. In addition, 1,232,9%Feshof Common Stock were issued in
consideration for the surrender of the rights sBnidge Warrants held by the note holders. Alih&f Bridge Notes and Bridge Warrants were
exchanged so that none are now outstanding.

o Warrants: In connection with the bridge note exaje and private placement offerings in June alydtlitee separate types of warrants to
purchase a total of 2.75 shares of common stock wsstied as follows: (i) a Series A Warrant folblsBares with an exercise price of $2.00
which expires on the later of January 25, 2006w& fmonths after the registration statement retetoebelow is declared effective; (ii) a
Series B Warrant for one-half of a share with agreise price of $2.90 which expires on the lateBeptember 25, 2006 or 12 months after
the registration statement referred to below idaded effective; (iii) and a Series C Warrant foeshare with an exercise price of $4.00 that
expires on May 25, 2010.

NOTE 4 - NOTES PAYABLE
Notes payable to third parties consists of thefuihg:

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

Total $ 1,500,000

NOTE 5 - COMMITMENT AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigimeerth operating lease from Opexa for a researdlityad he lease commenced in June
2003 and was due to expire in November 2004. Phaxteaded the lease initially until March 31, 2@0® extended it again until September
30, 2005 and is continuing to operate under thadenf said lease until a final lease agreementgotiated with the landlord. Negotiations
expanded lease space and a manufacturing faailits but are underway; monthly lease payment iggdte determined. Pharma has the
option to exercise two 5 year renewals extendiedehse to March 31, 2010 and if the second ofgiexercised, extending the lease to
March 31, 2015.



NOTE 6 - EQUITY

During February 2005, 23,000 shares of common stagk issued to note holders for the conversidbbadf,927 of principal and interest from
the notes.

In March 2005, 451,688 shares of common stock witblative fair value of $999,074 were issued tefwmlders as their additional shares
their subscription investment in Pharma. See nditz 8etails.

In June 2005, 200,000 shares of common stock vatittkir then fair value of $940,000 were issueBliarma's consultants for their
services.

In June 2005, 3,387,217 shares of common stock sadefor $5,080,826 in cash. Offering costs 0f4282 related to shares issued were
charged to additional paid in capital.

In June 2005, 5,658,575 shares of common stock issned to note holders for the conversion of $#8%9 of principal and $525,513
interest from convertible notes.

In June 2005, 274,836 shares of common stock wsted to the University of Chicago per the terma lafense agreement.

In April 2005, options to purchase 12,500 shareSamhmon Stock were issued to three Opexa emplatess exercise price of $3.00 per
share. One third of the options vest on the finstigersary date of the grant date, one third ofojbiions vests on the second anniversary date
of the grant date, and the remaining one thirdsvestthe third anniversary of the grant date.

In April 2005, an option to purchase 20,000 shaféSommon Stock was issued to a consultant at arcese price of $3.00 per share of
which one third of the options vest on the firshiaersary date of the grant date, one third ofdpgons vests on the second anniversary date
of the grant date, and the remaining one thirdsvestthe third anniversary of the grant date.

In April 2005, an option to purchase 100,000 shaf¢6Sommon Stock was issued to a consultant akarcise price of $3.00 per share of
which 40,000 options vested immediately vested idiately on the grant date, and the remaining 60d@jidns vest at the rate of 2,500
options per month for twenty-four months.

NOTE 7 - SUBSEQUENT EVENTS

On July 18, 2005 Pharma completed a private planenféering with aggregate gross proceeds of agprately $.76MM and issued 507,292
units at $1.50 per unit; each unit is comprisedred share of common stock and three separate ¢fpesrrants to purchase a total of 2.75
shares of common stock. See Note 3 for details.

On July 19, 2005 Pharma filed a registration stat@non Form SB-2 to register the resale of 35,3Bshares of common stock, including
12,723,562 shares of common stock previously issmed?3,183,160 shares of common stock issuable tiygoexercise of common stock
purchase warrants.



ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

Forward-Looking Statements

Some of the statements contained in this repocudsfuture expectations, contain projections siilte of operations or financial condition,
or state other "forward-looking" information. Thesds "believe," "intend," "plan," "expect,” "anficte,"” "estimate," "project,” "goal" and
similar expressions identify such statement wasanallese statements are subject to known and unkrislts, uncertainties, and other
factors that could cause the actual results tediffaterially from those contemplated by the stat#s The forward-looking information is
based on various factors and is derived using nomsesissumptions. Factors that might cause or boitérto such a discrepancy include, but
are not limited to the risks discussed in our oBEC filings. The Company does not promise to upétatvard-looking information to reflect
actual results or changes in assumptions or o#twéorfs that could affect those statements. Futeerts and actual results could differ
materially from those expressed in, contemplatedbynderlying such forward-looking statements.

The following discussion and analysis of the Conyfmfinancial condition as of June 30, 2005, thenpany's results of operations and cash
flows should be read in conjunction with the Compsiinaudited financial statements and notes thémetuded elsewhere in this report and
the audited financial statements and the notegtihéncluded in the Company's Form 10-KSB.

General

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

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

Multiple Sclerosis Cell Therapy. Our multiple sdsis cell therapy, Tovaxin(TM), is currently in RBled/Il studies. Tovaxin(TM) consists of
modified autoreactive T cells. Multiple sclerossai result of a person's own T cells attackingntlgelin sheath that coats the nerve cells o
central nervous system. These T cells, that atgoirson's own body, are referred to as "autokescTi cells. In our treatment the T cells are
taken from the patient, modified and returned tphtient. The modified T cells cause an immunpaese directed at the autoreactive T ¢

in the patient's body. This immune response redtimekevel of autoreactive T cells and potentiallpws the myelin sheath to be repaired. In
addition, we are evaluating whether this technohleglallow us to diagnose multiple sclerosis arelatmine the severity of the disease
through an analysis of the level of autoreactiveells in a patient's blood.

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

0 An interim analysis of a Phase I/Il dose-escatasitudy of six evaluable patients, half of whomreieed a low dose (six to nine million
MRTCs) and the other half received a mid dose B0adllion MRTCs) during the sixaonth evaluable period, indicated that the TovaiXity
therapy reduces peripheral blood MRTC levels inceonwith improvements in disability scores Kurtdzkepanded Disability Status Scale
(EDSS) as well as in disability neurological assessts for psychological scores Multiple Sclero€iint Impact Scale (MSIS-29). The
exacerbation rate over the previous two yearshfepatients was 1.18 per year. Only one treataedmiatported an exacerbation during the
six-month evaluable period in this study. All oktrelated adverse events were mild or moderateviergy.

0 An interim analysis of a Phase I/ll extensiordgtof nine evaluable patients, who received twoedd80-45 million MRTCs) during the six-
month evaluable period, indicated a mean percehtcateon in MRTCs observed at three and six monthsll three categories of MRTCs. A
statistically significant percent (greater than nsi®0%) reduction in PLP T cells was observedragtiand six months. There was a
percentage reduction (greater than or equal to sr2i%6) in MBP and MOG T cells at three and six rhenPercentage reductions in the
EDSS and MSIS-29 physiological scores from baseliaee observed at the three and six-month followssjis. The exacerbation rate over
the previous two years for the patients was 0.8%/@ar. There were no exacerbations during thergirth evaluable period in this study. The
most common adverse event was injection site papurted by four patients. Adverse events repdstetivo patients included muscle
weakness, abnormal vision, anorexia, pharyngitessbpharyngitis, neuropathy and paresthesia. Ah@felated adverse events were mild or
moderate in severity.
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We intend to submit data from these two clinicabgs to the FDA for approval to commence a pivBtadse IIb study by the end of 2005 or
early 2006.

Stem Cell Technology. Our stem cell technologyvadlas to create adult pluripotent stem cells froonotytes isolated from blood drawn
from the patient. We believe that these stem céksiccessfully developed, may provide the basidHerapies to treat a variety of diseases
and conditions. We anticipate that our stem celm®logy will have a significant competitive advaae over many of the other stem cell
technologies. The peripheral blood monocytes, bigenur technology to produce stem cells, have thvamtage of being relatively abundant
and easy and cost effective to obtain. Our teclgyottves not have the collection and storage diffesipresented by umbilical cord blood or
the controversial ethical and regulatory issues@ated with embryonic stem cells. In addition, taghnology is less difficult and less risky
than collecting adult stem cells from tissues sagbone marrow, spinal fluid or adipose (fat) sturthermore, our stem cells are
pluripotent, whereas other adult stem cells ardikely to be pluripotent.

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

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

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

Organization and Acquisition Activity

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

Critical Accounting Policies

General. In December 2001, the SEC requested ohapanies discuss their most "critical accountinlicpes” in the Management's
Discussion and Analysis section of their reportse BEC indicated that a "critical accounting pdlisyone that is important to the portrayal
of a company's financial condition and operatirgules and requires management's most difficultjestive or complex judgments, often as a
result of the need to make estimates about thetsféd matters that are inherently uncertain.

We have identified the policies below as criti@abtir business operations and the understandingraiesults of operations. The impact and
any associated risks related to these policiesuomasiness operations are discussed throughauseiction where such policies affect our
reported and expected financial results.

Cash Equivalents. Highly liquid investments witligoral maturities of three months or less are adergd cash equivalents. There were no
cash equivalents as of June 30, 2005.

Long-lived Assets. Londjved assets (i.e., intangible assets) are revidaetinpairment whenever events or changes in nistances indica
that the net book value of the asset may not beverable. An impairment loss is recognized if thmof the expected future cash flows
(undiscounted and before interest) from the ugb®fsset is less than the net book value of thet.aSenerally, the amount of the impairn
loss is measured as the difference between theoodtvalue of the asset and the estimated fairevafuhe related asset. In accordance with
FAS 142, the Board authorized an impairment anglgsiof December 31, 2004. The Company obtainatireess opinion from an
independent investment banking firm with respe¢htoOpexa acquisition. According to the opinion,impairment existed. Management
does not believe any assets have been impaired.
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Intellectual Property. As of June 30, 2005, we $26,842,364 of intellectual property, net of anmation, of which $23,991,128 resulted
from the acquisition of Opexa Pharmaceuticals é8388,770 pertained to the consideration paid ¢dthiversity of Chicago for the
worldwide license to technology developed at ArgoiNational Laboratory. Of the $23,991,128 of acegiintangible assets, the full amount
is assigned to an inseparable group of patentéiGamses that cannot function independently by $elaes. The weighted average useful life
of the intangible group as of June 30, 2005 is @xprately 16.5 years. The weighted average usiééubf the University of Chicago license
is 19 years. Accumulated amortization for the Ietglbal Property as of June 30, 2005 is $1,067,544.

Income Taxes. Income tax expense is based on egpeatrnings before income taxes. Deferred incomesteeflect the impact of temporary
differences between assets and liabilities recaghfar financial reporting purposes and such ansratognized for tax purposes, and are
measured by applying enacted tax rates in effeggans in which the differences are expected tersa:

Basic and Diluted Loss Per Share. Basic and dillass! per share equals net loss divided by weiglwedage shares outstanding during the
period. Diluted loss per share includes the impacommon stock equivalents using the treasurykstoethod when the effect is dilutive.
There are no common stock equivalents as of Jun20B5 that are dilutive.

Use of Estimates in Financial Statement Preparaliba preparation of financial statements in camity with accounting principles genere
accepted in the United States of America requirasagement to make estimates and assumptions téet @hfe reported amounts of assets
and liabilities, the disclosure of contingent assetd liabilities at the date of the financial staénts, and the reported amounts of revenue
expenses during the reporting period. Actual restduld differ from those estimates.

Stock Options and Warrants. The Company accountsdio-cash stock-based compensation issued to mpiogees in accordance with the
provisions of 28 SFAS No. 123 and EITF No. 96-18¢éunting for Equity Investments That Are IssuetNtm-Employees for Acquiring, or
in Conjunction with Selling Goods or Services. Coomstock issued to noemployees and consultants is based upon the vhthe service
received or the quoted market price, whichevereyédumore readily determinable. We account forlstimtions and warrants issued to
employees under the intrinsic value method. Unklisrrhethod, we recognize no compensation expemstdok options or warrants granted
when the number of underlying shares is known hedkercise price of the option or warrant is gnetitan or equal to the fair market value
of the stock on the date of grant.

Recently Issued Accounting Pronouncements. We dexpmect the adoption of recently issued accourgiogouncements to have a
significant impact on their financial position, uéts of operations or cash flow.

Results of Operations

Three and Six Months Ended June 30, 2005 Compaitediiwree and Six months ended to June 30, 2004

For purposes of this MD&A, we are comparing ouethand six months ended June 30, 2005 with thadiaks for the three and six months
ended June 30, 2004.

Net Sales. We recorded no sales for the threeiamdaiths ended June 30, 2005 which resulted iohamge from the same periods in 2C

General and Administrative Expenses. Our genemhbaiministrative expenses increased during the thmel six months ended June 30, 2
to $2,704,757 and $4,329,789 as compared to $56h18 $1,073,569 from the same periods in 2004.iffdrease in general and
administrative expenses is due primarily to thetatp of operations which included the hiring ofasnpersonnel including employees and
directors and scientific advisory board membergsehindividuals have agreements with the Companghagrovide for salary payments.
The increase in operations is also attributableécacquisition of Opexa Pharmaceuticals and thenagtion of its operations. Also included
are professional fees incurred from legal, accagniand consulting services. Anticipated futureesges include expenses associated wit
expansion of facilities.
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Research and Development Expenses. Research agldmieent expense increased to $611,212 and $1 255+ the three and six months
ended June 30, 2005, compared to $ -0 - for the g@mods in 2004. The increase is primarily relatethe acquisition of Opexa
Pharmaceuticals and the assumption of its opesatiod research and development programs, inclutdimggoing Phase /1l Clinical Trial
for Tovaxin as well as the beginning of the Preaichl Studies for our Cardiac and Diabetes Sterh Twrapies. Also included are
professional fees incurred from consulting servemed legal fees to secure and expand our licerntsatpaaims. Anticipated future expenses
include expenses associated with the expansidmedfiboratory/manufacturing facilities.

Interest Expense. Interest expense increased 46$255 and $5,938,339 for the three and six maerded June 30, 2005, as compared to
$118,888 and $149,504 from the same periods in.2Z0® increase is primarily related to the amotiiraof the remaining discount under
the beneficial conversion feature of the 15% exglable convertible promissory Notes (the "Bridgedspand the accrued interest on the
Bridge Notes that was converted into shares of Com8tock. On June 30, 2005 the Company completexketmange of 100% of the Bridge
Notes and interest was paid, at the option of thea@any, in shares of common stock valued at $1e5GIpare

Net loss. The Company had net loss for the thrdesanmonths ended June 30, 2005, of ($7,747,7d@)$11,495,046), or ($0.70) a
($1.08) per share (basic and diluted), comparel avitet loss of ($680,045) and ($1,223,073) orl{®0and ($.24) per share (basic and
diluted), for the same periods in 2004. The inceaagprimarily related to the amortization of tleenaining discount under the beneficial
conversion feature of the Bridge Notes and theumztinterest on the Bridge Notes that was conventedshares of Common Stock, along
with the start-up of operations which included tieng of new personnel including employees anédatrs and scientific advisory board
members. These individuals have agreements witthich provide for salary payments. The increaseenloss is also attributable to the
acquisition of Opexa Pharmaceuticals and the assomgf its operations and research and developmemgrams. Also included are
professional fees incurred from legal, accountarg] consulting services to secure and expand aemde patent claims. Anticipated future
expenses include research and development, profieésind consulting fees, and expenses associdtethe expansion of the office and
laboratory/manufacturing facilities.

Liquidity and Capital Resources

Changes in cash flow. Cash used by operationfiéosik-month period increased from ($124,136) ftbemsame period in 2004 to
($3,126,763) for the six months ended June 30, 20@5t0 the start-up of operations, acquisitio®@péxa and the assumption of its
operations and research and development programdgrafessional fees incurred from legal, accogntamd consulting services. Cash used
in investing activities was ($111,768) during tleng period in 2004, as compared to cash used @stimg activities of ($76,356) for the six
months ending June 30, 2005. The decrease is jigrdae to the purchase of laboratory equipment.

Cash provided from financing activities was $24D,86@m the same period in 2004, as compared to pashded by financing activities for
the six months ended June 30, 2005 of $7,469,96d ifcrease is a result of the proceeds from debt.

Liquidity. Since our Inception, the Company hasfined its operations from the sale of its debteandty securities (including the issuanc

its securities in exchange for goods and servimeagcredited investors. Between September 2004~ahdiary 2005, the Company privately
placed an aggregate principal amount of $6.1 milbdBridge Notes. In June 3, 2005, the Companyamged its Bridge Notes aggregating
approximately $6.7 million in principal and interésr 4,433,598 units at a purchase price of $p&0unit; each unit comprised of one share
of common stock and three separate types of wartargurchase a total of 2.75 shares of commork stedollows: a series A warrant for

1.25 shares with an exercise price of $2.00 whigires on the later of January 25, 2006, or fiventhe after the resale registration statement
relating to these securities is declared effectiveeries B warrant for one-half of a share witlexercise price of $2.90 which expires on the
later of September 25, 2006 or 12 months afterdbale registration statement relating to theseriiexs sold is declared effective; and a
Series C Warrant for one share with an exercisef $4.00 that expires on May 25, 2010.

In June 2005, the Company completed a private plaoe of approximately $5.08 million to accreditedestors by issuing 3,387,217 units at
a purchase price of $1.50 per unit; each unit idahto those issued in the Bridge Note exchangeJ@y 18, 2005 the Company completed a
follow-on private placement of approximately $760,000credited investors and issued 507,292 additioniéd @t a purchase price of $1.
per unit.

As of June 30, 2005, the Company had cash of appat&ly $5,100,000. We believe we have sufficiegtcto fund current operations
through January 2006. The Company's current buenimehe second quarter of 2005 was $500,000 pettm As the operations of the
Company ramp up, our burn rate is expected to aserén the third and fourth quarters of 2005. ThenGany believes that we will need a
minimum of $4,200,000 to fund our operations fa thmaining two quarters of fiscal 2005. This mond/be used for research and
development and for general and administrative esge The Company anticipates that it will neeeingage in best efforts sales of its
securities to raise needed working capital. Faitanaise necessary working capital will causeousurrtail operations.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.
Not Applicable.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Proceslure

Management is responsible for establishing and taiaiimg adequate internal control over financigarting for the Company. Our principal
executive officer and principal financial officefter evaluating the effectiveness of the Compadigelosure controls and procedures (as
defined in the Securities Exchange Act of 1934 {Exge Act) Rules 13a-15(e) and 15d-15(e)) as otMad, 2005, have concluded that our
disclosure controls and procedures are effectiyganiding reasonable assurance that informatiqaired to be disclosed by the Company in
the reports that it files or submits under the Exaje Act is recorded, processed, summarized amdtegpwithin the time periods specified in
the Commission's rules and forms.

(b) Changes in Internal Control Over Financial Répg.

The management of the Company, with the partiaypatif the principal executive officer and princifiaancial officer, has concluded there
were no significant changes in the Company's imlerantrols over financial reporting that occurdeding our last fiscal quarter that has
materially affected, or is reasonably likely to evélly affect, our internal control over financiaporting.

PART Il
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.
None.

ITEM 2. CHANGE IN SECURITIES.
Recent Sales of Unregistered Securities

Set forth below is certain information concernitigssuances of securities by the Company durirgfitcal quarter ended June 30, 2005 that
were not registered under the Securities Act.

In April 2005, the Company issued to three Opexaleyees options to purchase 12,500 shares of ConStawk at an exercise price of
$3.00 per share. One third of the options vesherfitst anniversary date of the grant date, oird #f the options vests on the second
anniversary date of the grant date, and the remgiome third vests on the third anniversary ofgtant date.

In April 2005, the Company issued to a consultanoption to purchase 20,000 shares of Common Stbah exercise price of $3.00 per
share. One third of the options vest on the finstieersary date of the grant date, one third ofojbions vests on the second anniversary date
of the grant date, and the remaining one thirdsvestthe third anniversary of the grant date.

In April 2005, the Company issued to a consultanbption to purchase 100,000 shares of Common Stbak exercise price of $3.00 per
share. 40,000 options vested immediately vestedeidiately on the grant date, and the remaining @¢gpions vest at the rate of 2,500
options per month for twenty-four months.

In June 2005, the Company issued 200,000 shar@srafnon Stock to a consultant for services rendered.

In June 2005, in exchange for the Bridge Noteseumdich an aggregate of $6,693,027 in principal iaterest was owed, the Company
issued 4,462,018 units at $1.50 per unit; eachisigibmprised of one share of newly issued comniacksand three separate types of
warrants to purchase a total of 2.75 shares of comstock as follows: a Series A Warrant for 1.2&reh with an exercise price of $2.00
which expires on the later of January 25, 2006w fonths after the registration statement retetoebelow is declared effective; a Series B
Warrant for one-half of a share with an exercisegoof $2.90 which expires on the later of Septenm2s 2006 or 12 months after the
registration statement referred to below is dedaféective; and a Series C Warrant for one shatte an exercise price of $4.00 that expires
on May 25, 2010. In addition, 1,232,997 sharesah@on Stock were issued in consideration for tmeesder of the rights to the Bridge
Warrants held by the Note holders.
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In June 2005, in accordance with the completioitsd$5.08MM private placement offering to instituial and other accredited investors, the
Company issued 3,387,217 units at $1.50 per uadth @nit is comprised of one share of newly isss@dmon stock and three separate types
of warrants to purchase a total of 2.75 shareswfreon stock as follows: a Series A Warrant for lsB&res with an exercise price of $2.00
which expires on the later of January 25, 2006w months after the registration statement retetoebelow is declared effective; a Series B
Warrant for one-half of a share with an exercisegoof $2.90 which expires on the later of Septem2s 2006 or 12 months after the
registration statement referred to below is dedaféective; and a Series C Warrant for one shiite an exercise price of $4.00 that expires
on May 25, 2010.

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

All sales of the Company's securities were mad@)mfficers of the Company who received no comioisr other remuneration for the
solicitation of any person in connection with tlespective sales of securities described abové) aegjistered broker-dealers that received
sales commissions. The recipients of securitieesgmted their intention to acquire the securfbesnvestment only and not with a view to
for sale in connection with any distribution therand appropriate legends were affixed to the sharéficates and other instruments issue
such transactions.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
(a) Annual Meeting of Shareholders.

On June 21, 2005 the Company held its 2004 Annweadtvig of Shareholders and the shareholders apghsmxeeral items detailed in the
Proxy Statement previously filed with the Commissio

(b) Election of Board of Directors.
The Board of Directors voted upon and approveti@®004 Annual Meeting were as follows:
Robert H. Gow - Chairman
David B. McWilliams - Director Anthony N. Kamin -iizctor Paul M. Frison - Director Brian E. RodrigueDirector
(c) Proposals Voted Upon and Shareholder Vote.

The shareholders voted to (i) elect five (5) Dioestto the Company's Board of Directors to holdcefintil the next annual meeting of
shareholders or until their respective succesgerslaly elected and qualified; (ii) approve an adreant to the Company's June 2004
Compensatory Stock Option Plan to increase theeggde number of shares of Common Stock authorreidg§uance under the Plan by
1,000,000 shares; (iii) ratify the selection by fhelit Committee of Malone & Bailey, P.L.L.C. astindependent auditors of the Company
for the fiscal year ending December 31, 2005; anjdransact any and all other business that mapgnty come before the meeting. A tota
8,144,277 shares were voted representing 79.2¥%edfutstanding shares. The votes cast for and stggach of the above-described three
proposals are listed in the tables below.
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Proposal #1 - Election of Each of the Nominated Dir ectors:

Director Votes For Votes Against Votes Abstained No
Robert H. Gow 6,630,328 1,222,493 -0-
David B. McWilliams 8,060,480 -0- -0-
Anthony N. Kamin 8,031,297 -0- -0-
Paul M. Frison 8,030,211 -0- -0-
Brian E. Rodriguez 6,630,328 1,222,493 -0-

Proposal #2 - Amendment to the Company's June 2@@dpensatory Stock Option Plan:

Votes For Votes Against Votes Abst

7,781,332 109,443 11

Proposal #3 - Ratification of Appointment of Audita:

Votes For Votes Against Votes Abst

8,031,707 -0- 11

ITEM 5. OTHER INFORMATION.
None.
ITEM 6. EXHIBITS.

Exhibit 31.1 Chief Executive Officer Certification
of the Securities Exchange Act (1)

Exhibit 31.2 Chief Financial Officer Certification
of the Securities Exchange Act (1)

Exhibit 32.1 Certification Pursuantto 18 U.S.C. S
Pursuant to Section 906 of the Sarban

Exhibit 32.2 Certification Pursuantto 18 U.S.C. S
Pursuant to Section 906 of the Sarban

(1) Filed herewith.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgjeaAct, the registrant has caused this reporétsigned on its behalf by the undersigned,
thereunto duly authorized.

PharmaFrontiers Corp.

By: [/s/ David B. MWIIians

David B. MW I Iianms, CEO

By: /s/ C. WIIliam Rouse

C. WIIliam Rouse, CFO

Dat e: August 15, 2005
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EXHIBIT 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO SECTION 13A-14 OF THE SECURITIES EXCHANGE ACT

I, David B. McWilliams, certify as Chief Executiv@fficer of PharmaFrontiers Corp. that:
1. I have reviewed this quarterly report on ForraQ$B of PharmaFrontiers Corp.

2. Based on my knowledge, this quarterly reporsdu# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly presentin all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant's other certifying officer anar¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. Evaluated the effectiveness of the registralislosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. Disclosed in this report any change in the tegig's internal control over financial reportifgt occurred during the registrant's most re
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit committithe registrant's board of directors (or pesgmerforming equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

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

By: /s/ David B. MWIIians

David B. MW I lianms, Chief Executive Oficer

Dat e: August 15, 2005
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EXHIBIT 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION
PURSUANT TO SECTION 13A-14 OF THE SECURITIES EXCHANGE ACT

I, C. William Rouse, certify as Chief Financial @#r of PharmaFrontiers Corp. that:
1. I have reviewed this quarterly report on ForraQ$8B of PharmaFrontiers Corp.

2. Based on my knowledge, this quarterly reporsdu# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant's other certifying officer anar¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. Evaluated the effectiveness of the registralislosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. Disclosed in this report any change in the tegig's internal control over financial reportifgt occurred during the registrant's most re
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit committithe registrant's board of directors (or pesgmerforming equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

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

By: /s/ C. WIIiam Rouse

C. WIliam Rouse, Chief Financial Oficer

Dat e: August 15, 2005
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EXHIBIT 32.1

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

Pursuant to 18 U.S.C. Section 1350, the undersi@fficer of PharmaFrontiers Corp. (the "Companygreby certifies, to such officer's
knowledge, that the Company's Annual Report on FildrQSB for the quarter ended June 30, 2005 (tleptR") fully complies with the
requirements of Section 13(a) or Section

15(d), as applicable, of the Securities ExchangeoA&934 and that the information contained in Report fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

/sl DAVID B. MCW LLI AMS

David B. McWIIians
Presi dent and Chief Executive O ficer

Dat e: August 15, 2005
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EXHIBIT 32.2

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

Pursuant to 18 U.S.C. Section 1350, the undersi@fficer of PharmaFrontiers Corp. (the "Companygreby certifies, to such officer's
knowledge, that the Company's Annual Report on FiDAKSB for the quarter ended June 30, 2005 (theptiR") fully complies with the
requirements of Section 13(a) or Section

15(d), as applicable, of the Securities ExchangeoA&934 and that the information contained in Report fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

/sl C. WLLI AM ROUSE

C. WIIliam Rouse
Chi ef Financial Oficer

Dat e: August 15, 2005
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