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B DU ARMAFRONTIERS

PharmaFrontiers Corp.
25,217,237 Shares of Common Stock

This prospectus relates to the resale from timénme by the selling stockholders of up to 25,217,2Bares of our common stock, including 12,723,562res ¢
common stock previously issued and 12,493,678 stareommon stock issuable upon the exercise ofwomstock purchase warrants. A series of warramiietying 10,411,4C
shares of common stock expired on February 17, 2006 selling stockholders may sell the shareafroon stock from time to time in the principal metrbn which the stock
traded at the prevailing market price or in negetigransactions.

Shares of our common stock are traded on the NASD Bulletin Board under the symbol “PFTR.OBApril 6, 2006, the last reported sales price for commot
stock on the OTC Bulletin Board was $0.56 per share

We will not receive any proceeds from the salehefshares of our common stock covered by this pxdsp.

Investing in our common stock involves a high degeeof risk. You should read carefully this entire ppspectus, including the section captioned “Risk Faors”
beginning on page 3, before making a decision to pthase our stock.

Neither the Securities and Exchange Commission naany state securities commission haapproved or disapproved of these securities or pasd upon the
accuracy or adequacy of this prospectus. Any represitation to the contrary is a criminal offense.

The date of this prospectus is April 10, 2006.
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You should rely only on the information contained m this prospectus. We have not authorized anyone forovide you with information that is different. This
prospectus may only be used where it is legal tolséhese shares of our common stock. The informatiin this prospectus may only be accurate as of theate of this
prospectus.

This prospectus provides you with a general descrifpn of the shares of our common stock that the delg stockholders may offer. Each time a sellin
stockholder sells shares of our common stock, theeling stockholder is required to provide you witha prospectus containing specific information abouthe selling
stockholder and the terms of the shares of our comanm stock being offered to you.

This prospectus is part of a registration statementhat we filed with the Securities and Exchange Comission for a continuous offering. Under thi:
prospectus, the selling stockholders may, from time time, sell the shares of our common stock desbed in this prospectus in one or more offerings. fiis prospectus ma
be supplemented from time to time to add, update ochange information in this prospectus. Any statentg contained in this prospectus will be deemed toeomodified or
superseded for the purposes of this prospectus tbe extent that a statement contained in a prospectusupplement modifies such statement. Any statemesad modifiec
will be deemed to constitute a part of this prospeas only as so modified, and any statement so moiél will be deemed to constitute a part of this prepectus.

The registration statement containing this prospeats, including the exhibits to the registration statment, provides additional information about us, tle
selling stockholders and the shares of our commortcgk offered under this prospectus. The registratio statement, including the exhibits, can be read othe SEC websit
or at the SEC offices mentioned under the headingWhere You Can Find More Information.”




PROSPECTUS SUMMARY

The following summary highlights selected informmtirom this prospectus and does not contain athefinformation that you should consider beforeesting it
our common stock. This prospectus contains infaomaegarding our businesses and detailed finantigdrmation. You should carefully read this entm®spectus, including tl
historical financial statements and related notesfore making an investment decision.

In this prospectus, “PharmaFrontiers Corp.,” thedmpany,” “we,” “us” or “our” refer to PharmaFrontiers Corp., a Texas corporatiand its subsidiaries, exct
where otherwise indicated or required by context.

Our Business

We are a biopharmaceutical company engaged in digingl autologous personalized cell therapies. @uategy is to develop and commercialize cell thesic
treat several major diseases including multiplersdis, cardiovascular diseases, and diabetes.aedn exclusive license to an individualized T t&rapy that is in FDA Pha
I/l human dose ranging clinical trials to evaludte safety and effectiveness in treating multiptderosis. We have an exclusive worldwide licerwetlie intellectual proper
rights and research results of an autologous Tveeitine for rheumatoid arthritis from the Shandhatitutes for Biological Sciences (SIBS), Chindsmdemy of Sciences of t
People's Republic of China. We also have an exa@ugiense to a stem cell technology in which agldtipotent stem cells are derived from monocytetined from the patierst’
own blood. We are initially pursuing indicationsheart failure and Type | diabetes with our stethtberapy.

Autologous therapies use cells or other materi@mfthe patiens own body to create treatments for the patienss fireventing rejection complications that re
when “foreign” or “non-self'cells are introduced into a patient. Cellular tipéea are expected to play a large role in thermeat and cure of a broad spectrum of human dist
According to independent market researchers, eglthlerapies along with their related technologsesh as diagnostics and blood banking, may exgaedillion by 2010.

Our multiple sclerosis cell therapy, Tovaxin™, igrently in Phase /1l studies. Tovaxin™ consistsnodified autoreactive T cells. Multiple sclerosssa result of
person’s own T cells attacking the myelin sheatit #toats the nerve cells of the central nervousesysThese T cells, that attack a persoown body, are referred to
“autoreactiveT cells. In our treatment the T cells are takemfriie patient, modified and returned to the pati€ht modified T cells cause an immune responsectdid at th
autoreactive T cells in the patiesthody. This immune response reduces the levaltof@active T cells and potentially allows the nysheath to be repaired. In addition, we
evaluating whether this technology will allow usdiagnose multiple sclerosis and determine theréigwef the disease through an analysis of thellef@utoreactive T cells in
patient’s blood.

Two clinical studies of Tovaxin™ have reached catimilestones:

« The dose escalation study was designed for patieitiisrelapsing-remitting or secondapyegressive MS, intolerant of, or having failedrremt therapy. Bloc
was obtained from each patient from which T cedlactive to two peptides each of three proteins (MBEP, and MOG) were expanded ex vivo and prepase
trivalent formulation of MRTCs. The MRTCs were attiated by Cesium137 irradiation prior to patiemseiving subcutaneous injections of eithed Gillion
cells (Dose 1) or 3@5 million cells (Dose 2) at weeks 0, 4, 12 andMRTC frequencies were performed at baseline arekw/&, 13, 21, 28 and 52. Patients \
evaluated for changes in EDSS, MSIS and exacerimtio
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Tovaxin is a patient-specific therapeutic vacciomttrategy for MS patients. To formulate Tovaxigé€ll vaccine, the patient's own myelin peptggeecific activate
T cell lines are harvested and attenuated on thefi@accine administration.

The study's results demonstrated that MRTCs irpérgpheral blood were depleted in a dose dependanher and analyses showed reductions in all thpes of
MRTCs at all follow-up visits. All patients in tH2ose 2 group had a 100% reduction in MRTC countietveek five follow-up visit. Percentage reductavere
greater in the Dose 2 group than in the Dose lmadevery follow-up visit. Correlation between tieeluction in overall MRTC frequencies and the [tsls
component of the MSIS (p=0.0086) was strong. Thexs a trend to improved EDSS (p=0.0561). The anralapse rate (ARR) for the patients prior two gear
before therapy was 1.28 and following therapy tfRRAvas 0.10 (92 percent reduction) adjusted fontimeber of months in the study. The treatment apteebe
safe and well tolerated with minimal adverse evenis no dose-limiting toxicities.

Phase /1l extension study: The analysis of dataemn(10) patients that have been enrolled in as®hél open-label extension study of Tovaxin(TM)CEIl
vaccine in worsening multiple sclerosis indicatest tthe treatment is safe and wellerated. Adverse events were mild or moderatseierity. None of the t
patients reported an MS exacerbation while on stAdwlysis of myelin-reactive Eell (MRTC) counts showed a percentage reductiomfbaseline at 3, 6, an
months, for all three types of MRTC, as well as Tlgal MRTC. Reductions in disease assessment itifgadrores were observed at all followp visits. N
therapy induced lesions were observed on week 52sM& three patients. These results suggestMREC vaccination is safe and well tolerated and alsgge:
that MRTC vaccination reduces MRTC counts, as a@lEDSS and MSIS scores.

In October 2005, the FDA approved the protocoldar Phase IIb clinical trial of Tovaxin. We intetaenroll the first patient in this pivotal Phasle in the first hal
of 2006.

Our Rheumatoid Arthritis (RA) T-cell vaccination QV) technology is conceptually similar to TovaxiRA is an autoimmune T-cefhediated disease in whi
Pathogenic Teells trigger an inflammatory autoimmune responfséhe synovial joints of the wrists, shoulders, &agankles and feet which causes pain, stiffness,saelling
around the joints. Our RA TCV technology allows thelation of these pathogenic T-cells from synbflisid drawn from a patient. We expand and modtigse Teells in ou
laboratory. The modified T-cells are injected suboeously into patients thereby inducing an immueesponse directed at the Pathogenic T-cells inp#teents body. Thi
immune response reduces the level of Pathogewiell$-and potentially allows the reduction of jogwtelling in RA patients. Human trials that havemeonducted in China sh
minimal side-effects and promising efficacy meaduas a reduction of joint swelling following thec&} vaccination.

Our stem cell technology allows us to create agluitipotent stem cells from monocytes isolated friglood drawn from the patient. We believe that ¢hstem cell:
if successfully developed, may provide the basistli@rapies to treat a variety of diseases andittond. We anticipate that our stem cell technolagll have a significar
competitive advantage over many of the other stelintechnologies. The peripheral blood monocytegduby our technology to produce stem cells, hheeatlvantage of bei
relatively abundant and easy and cost effectivebtain. Our technology does not have the collectind storage difficulties presented by umbilicaldcblood or the controvers
ethical and regulatory issues associated with earicystem cells. In addition, our technology isslesfficult and less risky than collecting adulérst cells from tissues such
bone marrow, spinal fluid or adipose (fat) tisskerthermore, our stem cells are pluripotent, wheradult stem cells used in competitive technologies not likely to b
pluripotent.




Our stem cell technology will also avoid rejectissues because it is autologous (“selThis is as opposed to the embryonic, umbilical, aoche adult stem c
technologies, which in some cases must be taken @mee individual and given to another. Further,bgéeve our stem cell therapies will be regulatsatologous “manipulated”
non-homologous use cell therapies. Thus, we usé @ven stem cells, and we therefore do not expeartcounter the same significant iiical and clinical developme
regulatory hurdles that embryonic, umbilical, anche adult stem cells therapies are expected to face

Initially we are conducting prelinical research to develop stem cell therapietseat Type | diabetes and heart failure. We belithat with our stem cell technolc
plus our additional technology related to the défeiation of stem cells into islet cells, we vk able to create insulin producing islet cells\a=t from the patiens own blooc
We are currently conducting laboratory research@ad to move expeditiously through prknical development of our diabetes stem celldpgrand, if successful, initiate hun
testing in 2006.

Our Executive Offices

Our principal executive and administrative offiegifity is located in The Woodlands, Texas at 26B%rescent Ridge Drive, The Woodlands, Texas 77%38&lLou
telephone number is (281) 2B331. We maintain a website at www.pharmafrontiemscom, however the information on our websiteds part of this prospectus, and you sh
rely only on information contained in this prospectvhen making a decision as to whether or naitest in shares of our common stock.

RISK FACTORS

The shares offered hereby have not been approvelisapproved by the SEC or the securities regulatrthority of any state, nor has any such reguiatmody
reviewed this memorandum for accuracy or completenéhe shares offered hereby are speculativelMevam unusually high degree of risk and should/drd purchased by thc
who can afford to lose their entire investment.r€fae, prospective investors should carefully édesthe following risk factors before purchasiftgtshares offered hereby.

The following factors affect our business and théustry in which we operate. The risks and unceties described below are not the only ones thaface
Additional risks and uncertainties not presentlpwn or that we currently consider immaterial magoahave an adverse effect on our business. If &tlyeomatters discussed
the following risk factors were to occur, our biess, financial condition, results of operationshciows, or prospects could be materially adveraéfiected.

Risks Related to Our Business
Our business is at an early stage of development.

Our business is at an early stage of developmeset.d@/not have any products in lat®ge clinical trials or on the market. We arel stilthe early stages
identifying and conducting research on potentialdoicts. Only one of our products has progresseldeiatage of being studied in human clinical tri@srr potential products w
require significant research and development aerdlipical and clinical testing prior to regulatapproval in the United States and other countkiés.may not be able to deve
any products, to obtain regulatory approvals, tieealinical trials for any of our product candieaf or to commercialize any products. Our prodacidaates may prove to he
undesirable and unintended side effects or otharadheristics adversely




affecting their safety, efficacy or costfectiveness that could prevent or limit their .ud@y product using any of our technology may tailprovide the intended therape!
benefits, or achieve therapeutic benefits equal toetter than the standard of treatment at the bfrtesting or production.

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

We have not generated any profits since our emtiy the biotechnology business, have no sourcewsnues, and have incurred significant operatisgds. W
expect to incur additional operating losses for thieseeable future and, as we increase our rdseard development activities, we expect our opegaldbsses to incres
significantly. We do not have any sources of rewsnand may not have any in the foreseeable future.

We will need additional capital to conduct our opeations and develop our products and our ability taobtain the necessary funding is uncertain.

We need to obtain significant additional capitaaerces from sources including equity and/or detatricings, license arrangements, grants and/oatomiative
research arrangements in order to develop produaiscontinue our business. As of December 31, 2@@5had cash and cash equivalents of approxim&ly million. Ou
current burn rate is approximately $400,000 per tma@xcluding capital expenditures. However, thisnbrate is expected to increase to $800,000 perttmance the Ilb clinici
trails begin. We will need to raise additional ¢apto fund our working capital needs during thecsel quarter of 2006. We do not have any creditifies available with financi:
institutions or any other third parties and as swehmust rely upon best efforts thipagrty funding and we can provide no assurance watvill be successful in any futt
investment best efforts. The failure to raise sustds will necessitate the curtailment of operatiamd delay of the start of the clinical trials.eTiming and degree of any futi
capital requirements will depend on many factarsluding:

« the accuracy of the assumptions underlying oumedés for capital needs in 2005 and beyond;

»  scientific progress in our research and developrpesgrams;

« the magnitude and scope of our research and dewelopprograms;

« our ability to establish, enforce and maintainteigéc arrangements for research, developmentgcelinésting, manufacturing and marketing;
»  our progress with preclinical development and chiirials;

« the time and costs involved in obtaining regulat@pprovals;

« the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentnetgiand

« the number and type of product candidates thatwrsue.

We do not have any committed sources of capité#hoabh we have issued and outstanding warrants ithexercised, would result in an equity capitalsmc
transaction. Additional financing through strategallaborations, public or private equity financigapital lease transactions or other financingces may not be available
acceptable terms, or at all. Additional equity finengs could result in significant dilution to ostockholders. Further, if additional funds are oi#d through arrangements w
collaborative partners, these arrangements mayireegs to relinquish rights to some of our techg@s, product candidates or products that we wothérwise seek to devel
and commercialize ourselves. If sufficient capisahot available, we may be required to delay, cedine scope of or eliminate one or more of ouggms, any of which cou
have a material adverse effect on our financiabl@@n or business prospects.




Approximately 88% of our total assets are comprisedf intangible assets that are subject to review oa periodic basis to determine whether an impairmenon
these assets is required. An impairment would notrdy greatly diminish our assets, but would also regire us to record a significant non-cash expense alge.

We are required under generally accepted accoumiingiples to review our intangible assets for aimment when events or changes in circumstanceisaited th
carrying value may not be recoverable. Goodwilieiguired to be tested for impairment at least altyiuat December 31, 2005, our intangible assetssisting of the Universi
of Chicago license and acquired intangible assetm fthe Opexa acquisition that is an inseparabtugrof patents and licenses that tafwnction independently, we
approximately $26.1 million. If management deterasitthat impairment exists, we will be requiredeoard a significant charge to expense in our firdrstatements during t
period in which any impairment of our goodwill istdrmined.

Clinical trials are subject to extensive regulatoryrequirements, very expensive, tim&onsuming and difficult to design and implement. Ouproducts may fail to achieve
necessary safety and efficacy endpoints during cliical trials.

Human clinical trials are very expensive and diffido design and implement, in part because thieysabject to rigorous regulatory requirements. @liv@cal trial
process is also time consuming. We estimate th@ital trials of our product candidates will takel@ast several years to complete. Furthermorkjréacan occur at any stage
the trials, and we could encounter problems thaseais to abandon or repeat clinical trials. Tharnencement and completion of clinical trials maydeéayed by several factc
including:

« unforeseen safety issues;

« determination of dosing issues;

« lack of effectiveness during clinical trials;

»  slower than expected rates of patient recruitment;

« inability to monitor patients adequately duringafter treatment; and

« inability or unwillingness of medical investigatdmsfollow our clinical protocols.

In addition, we or the FDA may suspend our clinicélls at any time if it appears that we are exppparticipants to unacceptable health risks ahéf FDA find:
deficiencies in our IND submissions or the condfdhese trials.

We are dependent upon our management team and a sthaumber of employees.

Our business strategy is dependent upon the glallsknowledge of our management team. We beliezethie special knowledge of these individuals giues
competitive advantage. If any critical employeevkss we may be unable on a timely basis to hirblé replacements to effectively operate our lrggnWe also operate wit
very small number of employees and thus have litl@o backup capability for their activities. Thiss of the services of any member of our managémeam or the loss ol
number of other employees could have a materia¢@dveffect on our business.




We are dependent on contract research organizationsnd other contractors for clinical testing and forcertain research and development activities, thuthe timing and
adequacy of our clinical trials and such researchdivities are, to a certain extent, beyond our comol.

The nature of clinical trials and our businesstsig requires us to rely on contract research dzgéons, independent clinical investigators anideotthird part
service providers to assist us with clinical tegtamd certain research and development activifiesa result, our success is dependent upon theessiaf these outside partie:
performing their responsibilities. Although we leee our contractors are economically motivated édggm on their contractual obligations, we candaoectly control th
adequacy and timeliness of the resources and és@epplied to these activities by our contracttir®ur contractors do not perform their activitiZsBan adequate or time
manner, the development and commercialization ofdoug candidates could be delayed.

Our current research and manufacturing facility is not large enough to manufacture future stem cell ash T-cell therapies.

We conduct our research and development in a 1G608re foot facility in The Woodlands, Texas, whiecludes a 1,200 square foot suite of three rofumshe
future manufacture of stem cell and T-cell theragieough Phase Ill trials. Our current facilitynist large enough to conduct commeraeéle manufacturing operations. We
need to expand further our manufacturing staff facdity, obtain a new facility or contract with quorate collaborators or other third parties tastsgith future drug production.

In the event that we decide to establish a commlescale manufacturing facility, we will require sudostial additional funds and will be required toehand trai
significant numbers of employees and comply witpliable regulations, which are extensive. We dbhave funds available for building a manufacturfagility, and we ma
not be able to build a manufacturing facility thath meets regulatory requirements and is sufftd@nour commercial-scale manufacturing.

We may arrange with third parties for the manufeewf our future products. However, our third-pasturcing strategy may not result in a cefective means fi
manufacturing our future products. If we employrdiparty manufacturers, we will not control many aspeaf the manufacturing process, including compéaby these thil
parties with the FDA's current Good Manufacturinga®ices and other regulatory requirements. Wehéurtmay not be able to obtain adequate supplies fiturd-party
manufacturers in a timely fashion for developmentommercialization purposes, and commercial qtiastiof products may not be available from contraenufacturers
acceptable costs.

Patents obtained by other persons may result in infigement claims against us that are costly to defel and which may limit our ability to use the dispued technologie
and prevent us from pursuing research and developnm or commercialization of potential products.

A number of pharmaceutical, biotechnology and ott@npanies, universities and research institutivenge filed patent applications or have been isqatdnt
relating to cell therapy, stem cells,CElls, and other technologies potentially relevtarr required by our expected products. We capnedict which, if any, of such applicatic
will issue as patents or the claims that might bmneed. We are aware that a number of companies ffilad applications relating to stem cells. We alsd aware of a number
patent applications and patents claiming use o stells and other modified cells to treat disedgmrder or injury.




If third party patents or patent applications camntelaims infringed by either our licensed techmylcor other technology required to make and usepmtentia
products and such claims are ultimately determindae valid, there can be no assurance that wednamaiable to obtain licenses to these patentsedsonable cost, if at all, or
able to develop or obtain alternative technolofyvé are unable to obtain such licenses at a redsercost, we may not be able to develop some ptedwmmercially. There ¢
be no assurance that we will not be obliged to mifeurselves in court against allegations of irfement of third party patents. Patent litigatiorvésy expensive and cot
consume substantial resources and create sigrtificerertainties. An adverse outcome in such acsuitd subject us to significant liabilities to tthiparties, require disputed rig
to be licensed from third parties, or require usdase using such technology.

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

Our ability to compete effectively is dependentpiart upon obtaining patent protection relating to technologies. The patent positions of pharmacaluanc
biotechnology companies, including ours, are umgernd involve complex and evolving legal and datijuestions. The coverage sought in a patentcapipin can be denied
significantly reduced before or after the patenssied. Consequently, we do not know whether #terp applications for our technology will resultthe issuance of patents, ¢
any future patents will provide significant protect or commercial advantage or will be circumvenbydothers. Since patent applications are secrek tine applications a
published (usually eighteen months after the edtrledfective filing date), and since publication d@iEcoveries in the scientific or patent literatwoken lags behind actt
discoveries, we cannot be certain that the inventdrour licensed patents were the first to makeitiventions covered by the patent applicationshat the licensed pate
applications were the first to be filed for suclkentions. There can be no assurance that pateltssue from the patent applications or, if issutht such patents will be
commercial benefit to us, afford us adequate ptimbedrom competing products, or not be challengedeclared invalid.

Our competition includes fully integrated biopharmaceutical and pharmaceutical companies that have sigficant advantages over us.

The markets for therapeutic stem cell products,tiplel sclerosis products, and rheumatoid arthitieducts are highly competitive. We expect that oos
significant competitors are fully integrated phaomatical companies and more established biotechgalompanies. These companies are developing s#hased products a
they have significantly greater capital resouraes expertise in research and development, manufagifuesting, obtaining regulatory approvals, amarketing than we curren
do. Many of these potential competitors are furéleng in the process of product development asd aperate large, compafiynded research and development programs.
result, our competitors may develop more competitiv affordable products, or achieve earlier papotection or product commercialization than we able to achiev
Competitive products may render any products odpcbcandidates that we develop obsolete.

If we fail to meet our obligations under our liceng agreements, we may lose our rights to key techigiies on which our business depends.

Our business depends on three licenses from thirtleg. Additionally, any business relating to aell vaccine for rheumatoid arthritis depends upditense fror
the Shanghai Institute for Biological Science. Thdlsird party license agreements impose obligatimmsis, such as payment obligations and obligattongiligently pursu
development of commercial products under the liednsatents. If a licensor believes that we htaiked to meet our obligations under a |l icengeeament, the licensor could




seek to limit or terminate our license rights, whimould lead to costly and timensuming litigation and, potentially, a loss o ficensed rights. During the period of any ¢
litigation, our ability to carry out the developmemnd commercialization of potential products cooddsignificantly and negatively affected. If oigeinse rights were restricted
ultimately lost, our ability to continue our bussisebased on the affected technology platform cbeldeverely adversely affected.

Restrictive and extensive government regulation cdd slow or hinder our production of a cellular product.

The research and development of stem cell therapigsbject to and restricted by extensive regoufially governmental authorities in the United Stated othe
countries. The process of obtaining U.S. Food angyAdministration, or FDA, and other necessaryutatpry approvals is lengthy, expensive and ungert&e may fail to obtai
the necessary approvals to continue our reseaxtierelopment, which would hinder our ability tomaéacture or market any future product.

To be successful, our product candidates must be @pted by the health care community, which can beevy slow to adopt or unreceptive to new technologgeanc
products.

Our product candidates, if approved for marketimgy not achieve market acceptance since hospjthisicians, patients or the medical community inega
may decide to not accept and utilize these prodddts product candidates that we are attemptindet@lop represent substantial departures from lestiad treatment metho
and will compete with a number of more conventiatralgs and therapies manufactured and marketedalgr pharmaceutical companies. The degree of madezptance of a
of our developed products will depend on a humibéactors, including:

« our establishment and demonstration to the medmamunity of the clinical efficacy and safety ofrquroduct candidates;
« our ability to create products that are supericalternatives currently on the market;
« our ability to establish in the medical communitg potential advantage of our treatments overratere treatment methods; and
» reimbursement policies of government and thirdyppeyers.
If the health care community does not accept oadpets for any of the foregoing reasons, or for atier reason, our business would be materiallynedr
Risks Related to Our Common Stock

There is currently a limited market for our common stock, and any trading market that exists in our common stockmay be highly illiquid and may not reflect the
underlying value of the Company’s net assets or birgess prospects.

Although our common stock is currently traded oa @TC Bulletin Board, there is currently a limitechrket for our common stock and there can be norass:
that an improved market will ever develop. Investare cautioned not to rely on the possibility gratctive trading market may develop.

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




In the past, following periods of market volatility the price of a company’securities or the reporting of unfavorable nesesurity holders have often institu
class action litigation. If the market value of @mammon stock experiences adverse fluctuationsweniecome involved in this type of litigation, redi@ss of the outcome,
could incur substantial legal costs and our manage's attention could be diverted from the operatd our business, causing our business to suffer.

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

Our articles of incorporation authorize the isswot"blank check" preferred stock with such deatgms, rights and preferences as may be deterntipedir boar
of directors without shareholder approval. Our erefd stock could be utilized as a method of diszging, delaying, or preventing a change in ourtmdrand as a method
preventing shareholders from receiving a premiuntteir shares in connection with a change of aintr

Future sales of our common stock in the public mar&t could lower our stock price.

We may sell additional shares of common stock inssquent public or private offerings. We may aksué additional shares of common stock to finanberd
acquisitions. We cannot predict the size of fuisseiances of our common stock or the effect, if, @ngt future issuances and sales of shares ad@umon stock will have on t
market price of our common stock. Sales of substhamounts of our common stock (including shasssieéd in connection with an acquisition), or thecgption that such sa
could occur, may adversely affect prevailing magkétes for our common stock.

We presently do not intend to pay cash dividends oour common stock.

We currently anticipate that no cash dividends il paid on the common stock in the foreseeabledutVhile our dividend policy will be based on theeratin
results and capital needs of the business, ittisipated that all earnings, if any, will be retaghto finance the future expansion of the our lessnTherefore, prospective inves
who anticipate the need for immediate income by wfagash dividends from their investment shouldmatchase the shares offered in this offering.

FORWARD LOOKING STATEMENTS

This Prospectus contains forwdabking statements within the meaning of SectioA 27 the Securities Act of 1933. These statemeelste to future events and
future financial performance and involve known aménown risks, uncertainties and other factors thay cause the actual results, levels of actigigrformance or achieveme
of the Company or the industry in which it operaiede materially different from any future resulisvels of activity, performance or achievementpressed or implied by t
forward-looking statements. These risks and otaetofs include those listed under “Risk Factorgl #rose described elsewhere in this Memorandum.

In some cases, you can identify forward-lookingtesteents by the Company’s use of terms such as “nfall,” “should,” “expects,” “plans,” “anticipates,”
“believes,” “estimates,” “predicts,” “potentialdr the negative of these terms or other compar&bfainology. These statements are only predictidwcsual events or results m
differ materially. In evaluating these statememwtsy should specifically consider various factorgliiding the risks outlined under “Risk Factor§fiese factors may cause
Company’s actual results to differ materially framy forward-looking statement.

Although the Company believes that the expectatiefiscted in the forwardboking statements are reasonable, it cannot gtegdnture results, levels of activ
performance, or achievements. Moreover, neitheCiapany nor any other person assumes responsitoitithe accuracy and completeness of these fallemking statement
The Company does not intend to update any of thediml-looking statements after the date of this Meandum to conform prior statements to actual tesul




USE OF PROCEEDS
The selling stockholders will receive all of thepeeds from any sales of shares of our common stekwill not receive any of the proceeds from angh sale t
any selling stockholder. See “Selling Stockholders.
PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the Natidgssociation of Securities Dealers Inc. Over @munter Bulletin Board under the symbol “PFTR.OBuI
Common Stock trades on a limited, sporadic andt¥elbasis. As of April 5, 2006, the last reportales price of our common stock on the OTC BullBirard was $0.60. As
March 31, 2006, there were 20,967,035 shares of@umon stock outstanding that were held of rebgr866 persons.

The following table sets forth, for the periodsigated, the range of high and low bid information dur common stock. These quotations reflect idealer price:
without retail mark-up, mark-down or commissiondanay not represent actual transactions.

Price Ranges

High Low

Fiscal Year Ended December 31, 2004

First Quarter 0.0z 0.01
Second Quarter 14.2¢ 0.01
Third Quarter 8.1t 6.5C
Fourth Quarter 9.5(C 5.9C
Fiscal Year Ended December 31, 2005

First Quarter 8.7C 4.5C
Second Quarter 5.5C 2.4€
Third Quarter 1.41 1.2t
Fourth Quarter 0.6 0.5¢
Fiscal Year Ended December 31, 2006

First Quarter 0.62 0.5¢

Holders of shares of common stock will be entitledeceive cash dividends when, as and if declasedur Board of Directors, out of funds legally dahle for
payment thereof. However, if dividends are not dexd by our Board of Directors, no dividends shallpaid. We have not paid any dividends on our comstock since o
inception.

We do not anticipate that any cash dividends wellpaid in the foreseeable future. While our dividigolicy will be based on the operating results eapital neec
of the business, we anticipate that all earninfgyany, will be retained to finance our future expi@n. Therefore, prospective investors who antieiphe need for immedie
income by way of cash dividends from their investinghould not purchase the shares offered by toispectus.
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SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsit@uld be read in conjunction with “Managemsridiscussion and Analysis of Financial Conditionl &esults ¢
Operations"and our consolidated financial statements ande@labtes included elsewhere in this prospectus.s€leeted consolidated financial data in this secis not intende
to replace the consolidated financial statementsaotompanying footnotes. The selected consolidasédsahce sheet data as of December 31, 2005 artl [23@& been deriv:
from our audited consolidated financial statemamtiided elsewhere in this prospectus. Historiealits are not necessarily indicative of the resultbe expected in the future.

Year Ended Year Ended
December 31, December 31,
2005 2004
Consolidated Statements of Operations Data:
Revenues $ - 3 =
Operating Expenses:
General and administrative $ 550,17¢ $ 572,53¢
Depreciation and amortization 1,735,20! 264,81¢
Research and development 9,892,25: 2,465,63
Loss on disposal of assets 22,81( 457,12.
Net operating loss (12,200,45) (3,760,10)
Interest Income 81,93( 5,997
Other Income 28,17« 2,37¢
Interest expense (7,323,85) (868,92()
Net loss $ (19,414,19) $ (4,620,66)
Net loss per common share, basic and dil $ (1.29) $ (0.79)
Weighted average number of common shares outsignoisic and diluted 15,648,36 6,309,14!

As of December 31,

2005 2004

Consolidated Balance Sheet Data:

Cash and cash equivalents and prepaid expenses 2,743,19 946,32¢
Intangible assets 26,130, 44 26,791,07
Fixed Assets 479,99¢ 341,98:
Other assets 388,21( -
Total assets 29,741,83 28,079,38
Current liabilities 2,429,771 4,883,16!
Common stock 1,030,97 502,99:
Total stockholders’ equity 27,312,06 23,196,22

MANAGEMENT’'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togetitarthe consolidated financial statements andteelaotes thi
are included elsewhere in this prospectus. Thisudsion may contain forwaldeking statements based upon current expectatiatsinvolve risks and uncertainties. Our ac
results may differ materially from those anticighia these forward-looking statements as a redutadous factors, including those set forth untiRisk Factors”, Disclosurt
Regarding Forward-Looking Statements” or in othart of this prospectus. We undertake no obligationpdate any information in our forwalabking statements except
required by law.
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Overview

We are a developmestage company and have a limited operating histouy.predecessor company for financial reportingppses was formed on January 22, -
to acquire rights to our adult stem cell technolofy November 2004 we acquired Opexa Pharmacestitat. and its multiple sclerosis treatment tedbgy. We are sti
developing all of our technology, and to date, vaeennot generated any revenues from our operatkmsie continue to execute our operations planexmect our developme
and operating expenses to increase.

Research and developmentVe have made and expect to continue to make antitinvestments in research and developmentderao develop and market «
technology. Research and development costs comsisarily of general and administrative and opergitexpenses related to research and developmenitiast We expens
research and development costs as incurred. Pyojpéaint and equipment for research and developtimenthas an alternative future use is capitalemed the related depreciat
is expensed as research and development costsxpetour research and development expense tcaisei@s we continue to invest in the developmeatiofechnology.

General and administrative General and administrative expenses consist pitymaf salaries and benefits, office expense, pssfonal services fees, and o
corporate overhead costs. We anticipate increasgsrieral and administrative expenses as we cantdevelop and prepare for commercializationusftechnology

Results of Operations
Comparison of Year Ended December 31, 2005 with the Year Ended December 31, 2004
Net Sales.
We recorded no sales for the twelve months endember 31, 2005 and 2004.
General and Administrative Expenses

Our general and administrative expenses duringvieéve months ended December 31, 2005, was $55@G& @mpared to $572,534 for the twelve months d
December 31, 2004. General and administrative esgsenonsist primarily of salaries and benefitscefexpense, professional services fees, and otitporate overhead co:s
We anticipate increases in general and adminisg&xpenses as we continue to develop and prepacerfmercialization of our technology

Research and Development Expense

Research and development expense was $9,892,2&3efowelve months ended December 31, 2005, as a@dfo $2,465,634 the twelve months ended Dece
31, 2004. The increase in expenses was primargytde acquisition of Opexa and the assumptionsadperations and research and development programell as our Phase
clinical trials for Tovaxin, stem cell developmeartd preelinical costs, the hiring of personnel and othgrenses associated with the increase in researtderelopment effort
We have made and expect to continue to make sulztenvestments in research and development ieota develop and market our technology. Researdrdavelopment cos
consist primarily of general and administrative anmbrating expenses related to research and deweldpactivities. We expense research and developouets as incurre
Property, plant and equipment for research andldpmeent that has an alternative future use is alpéd and the related depreciation is expensaésearch and developm
costs. We expect our research and development sggerincrease as we continue to invest in theldpsreent of our technology.
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Interest Expense

Interest expense was $7,323,851 for the twelve hsorhded December 31, 2005 compared to $868,92théotwelve months ended December 31, 2004
increase isprimarily related to the amortization of the remag discount under the beneficial conversion feataf the 15% exchangeable convertible promissomgaéth
“Notes”); in 2005 the accrued interest on the Netes converted into shares of Common Stock.

Net loss

We had a net loss for the year ended December(8B, f $19,414,197 or ($1.24) per share (basicdiinted), compared with a net loss of $4,620,664$073) pe
share (basic and diluted), for the twelve monthdeerDecember 31, 2004. The increase in net labsagprimarily to the amortization of the remaingtigcount under the benefic
conversion feature of the Notes and the accrueddnt on the Notes that was converted into shdresnomon stock, along with stamp of operations which included the hiring
new employees, directors and scientific advisorgrdomembers. These individuals have agreements wgitthat provide for salary payments. The incraaseet loss is als
attributable to the acquisition of Opexa Pharmacals and the assumption of its operations andareseand development programs. Also included avéepsional fees incurr
from legal, accounting, and consulting servicesaoure and expand our license patent claims. Avatied future expenses include research and develupmprofessional al
consulting fees, and expenses associated withxipeneion of the office and laboratory/manufactufiagjlities.

Liquidity and Capital Resources

Since our inception, the Company has financed perations from the sale of its debt and equity s8es (including the issuance of its securitiesekthange fc
goods and services) to accredited investors. Betvsptember 2004 and February 2005, the Compamgitely placed an aggregate principal amount of $6illion of Bridge
Notes. In June 3, 2005, the Company exchangeditig® Notes aggregating approximately $6.7 milliorprincipal and interest for 4,433,598 units @uachase price of $1.50 |
unit; each unit comprised of one share of commonksaind three separate types of warrants to puechastal of 2.75 shares of common stock as foliawseries A warrant f
1.25 shares with an exercise price of $2.00 whiglired on February 17, 2006; a series B warranbferhalf of a share with an exercise price of $2.90cktexpires on Octob
17, 2006; and a Series C Warrant for one shareawitbxercise price of $4.00 that expires on May2240.

In June 2005, the Company completed a private plaoé of approximately $5.08 million to accreditewastors by issuing 3,387,217 units at a purchaise pi
$1.50 per unit; each unit identical to those issineithe Bridge Note exchange. On July 18, 2005Gbenpany completed a follown private placement of approximately $760
to accredited investors and issued 507,292 additionits at a purchase price of $1.50 per unit.

As of December 31, 2005, the Company had cash pfoajmately $2.5 million. Our current burn rateapproximately $400,000 per month excluding ca
expenditures. Although our burn rate is expecteidt¢oease to $800,000 per month once the Phasgitiibal trails begin, we do not intend to stare thhase 2b until we have rai
additional capital. We will need to raise additibnapital to fund our working capital needs durthg second quarter of 2006. We do not have anyitdailities available wit
financial institutions or any other third partiesdaas such we must rely upon best efforts thamdy debt or equity funding and we can provideassurance that we will
successful in any funding effort. The failure teseasuch funds will necessitate the curtailmerdperations and delay of the start of the clinicalg.
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Contractual Commitments

In October 2005 the Company leased a facility todeoits executive offices and research facilit@saf term of ten years with two options for an &ddal five year
each at the then prevailing market ratbe 10,200 sq. ft. facility is located on 3 acre2635 N. Crescent Ridge Drive in The Woodlands, TKis location provides space
pipeline development through R & D; a specializéowWFCytometry and Microscopy lab; support of clialidrials with GMP manufacturing Suites; QualitysBgms manageme
with Quality Control Laboratory, Regulatory AffajrQuality Assurance; as well as administrative supppace. There is 2,500 sq. ft. of space stdlilable for future buildaut.
The facility including the property is leased foteam of ten years with two options for an addiéibfive years each at the then prevailing markit.ra

Off-Balance Sheet Arrangements

As of December 31, 2005, we had no off-balancetsireengements.
Related Party Transactions

For more information on these transactions, pleaad “Certain Relationships and Related Party Taetisns,” in this prospectus.
Critical Accounting Policies

Our discussion and analysis of our financial canditand results of operations is based on our dateged financial statements, which have been pezpir
accordance with accounting principles generallyepted in the United States of America. The prepamaif these consolidated financial statementsirequs to make estima
and judgments that affect the reported amounts®éts, liabilities and expenses. We base our estineen historical experience and on various otesumptions that we believe
be reasonable under the circumstances, the regulthich form the basis for making judgments ahibet carrying values of assets and liabilities #rat not readily apparent fr
other sources. Actual results may differ from thesémates under different assumptions or conditidle believe the following critical accounting io@s affect our mo
significant judgments and estimates used in prejosaraf our consolidated financial statements.

Reverse Acquisition We treated the merger of PharmaFrontiers Corp. 8portan as a reverse acquisition. Pursuant @ogtlidance in Appendix B of Sl
Accounting Disclosure Rules and Practices Offigiakt, the “merger of a private operating compartp & noneperating public shell corporation with nominal assets typical
results in the owners and management of the prisatepany having actual or effective operating aalntf the combined company after the transactioith the shareholders
the former public shell continuing only as passiweestors. These transactions are considered bgt#fieto be capital transactions in substancéerathan business combinatic
That is, the transaction is equivalent to the issgaof stock by the private company for the net etary assets of the shell corporation, accompabjed recapitalization.”
Accordingly, the reverse acquisition has been act=lifor as a recapitalization. For accounting paes, the original PharmaFrontiers Corp. is comsiti¢he acquirer in tl
reverse acquisition. The historical financial sta¢ets are those of the original PharmaFrontiergpCBarnings per share for periods prior to the reege restated to reflect
number of equivalent shares received by the acgugompany.
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Impairment of Long-Lived Asset&Ve review londived assets and certain identifiable assets fqrainment whenever events or changes in circumssaimckcat(
that the carrying amount of an asset may not beverable. If the sum of the expected future undisted cash flows is less than the carrying amodirth® asset, furth
impairment analysis is performed. An impairmensl@smeasured as the amount by which the carryimyiat exceeds the fair value of assets.

Stock-Based CompensationWe have adopted FAS No. 123, “Accounting for &tBased Compensation” for non-cash stbased compensation issuec
employees, directors and nemployees for goods or services. FAS No. 123 alloarapanies to continue to measure compensatios fmsemployees and directors using
intrinsic value method as prescribed by APB Opirdn however, the fair value method must be useddasure compensation costs issued toemployees. FAS No. 123 ste
that the fair value method of accounting for stbelsed compensation is preferable to the intringloermethod; therefore, we use the fair value ntetbaneasure all stodkase!
compensation, including stoddased compensation to our employees and diredtbvder this method, compensation cost is measurdtfieafair value of the award on
applicable measurement date. See Note 1 of thesNot€onsolidated Financial Statements for thefpnma net income and net income per share amofantgjscal 2004 throuc
Fiscal 2005, as if the Company had used a fairesdaased method similar to the methods required uS#ekS 123R to measure compensation expense for gawmlstoc
incentive awards. The Company is evaluating thesesind structure of its current share based payam does not expect the adoption to have a gignif adverse impact
the consolidated statements of income and net ieqeen share as it relates to current granted optond warrants as of the date of the adoption.

Consolidation of Variable Interest Entitiesn January 2003, the FASB issued Interpretation46(R) (“FIN 46”),Consolidation of Variable Interest Entities. FIN
addresses consolidation by business enterpriseariaible interest entities (formerly special pugesitities). In general, a variable interest engitg corporation, partnership, tr
or any other legal structure used for business guep that either (a) does not have equity investitts voting rights or (b) has equity investorsttit® not provide sufficiel
financial resources for the entity to support i&\aties. The objective of FIN 46 is not to restrthe use of variable interest entities, but tpriave financial reporting by compan
involved with variable interest entities. FIN 4@juéres a variable interest entity to be consoliddig a company if that company is subject to a nigjof the risk of loss from tt
variable interest entity’s activities or entitlenl receive a majority of the entity'residual returns or both. The consolidation negnénts are effective for the first period thats
after March 15, 2004; the Company elected to atleptrequirements effective for the reporting persdling December 31, 2005. The adoption of FIN 46 ho effect on tt
consolidated financial statements.

Research and Developmerithe costs of materials and equipment or facdlitieat are acquired or constructed for researchdardlopment activities and that h
alternative future uses are capitalized as tangilsieets when acquired or constructed. The cosudi materials consumed in research and developawivities and th
depreciation of such equipment or facilities usedhose activities are research and developmeris.chtowever, the costs of materials, equipmentfacilities acquired ¢
constructed for research and development activitias have no alternative future uses are congidezsearch and development costs and are expehseel taime the costs ¢
incurred.
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OUR BUSINESS
Overview

We are a biopharmaceutical company engaged in diging) autologous personalized cell therapies. @uategy is to develop and commercialize cell thesic
treat several major diseases including multiplersdis, cardiovascular diseases, and diabetes.aedn exclusive license to an individualized T tedrapy that is in FDA Pha
I/l human dose ranging clinical trials to evaludtesafety and effectiveness in treating multgdéerosis. We also have an exclusive license tera sell technology in which ad
pluripotent stem cells are derived from monocytesimed from the patierg’'own blood. We are initially pursuing indicatiansheart failure and Type | diabetes with our st
therapy.

Our lead product, Tovaxin™, is a T-céiésed therapeutic vaccine for MS, offering a unigne personalized approach to treating the diseaseducing an immur
response against the pathogenic myelin autoreattivells. Tovaxin has just been accepted by the Ba®d and Drug Administratios’'(FDA) Center for Biologics Evaluation &
Research (CBER) for a Phase llb clinical studyjtledt “A Multicenter, Randomized, Double-Blind, BkEboControlled Study of Subcutaneous Tovaxin™ in Sulsjegith
Clinically Isolated Syndrome or Relapsing Remittivgltiple Sclerosis” following two successful Phagk opendabel studies. The results from two Tovaxin PhaBeclinical
trials provided safety and effectiveness informatiBluman trials have shown that the oucdlt vaccination (TCV) safely induces immune resgEmthat deplete and regu
myelin autoreactive Tells, thus stabilizing the disease and it is thet MS drug to demonstrate sustained improvememiany of the patients and sustained reversalsafdlity
in some of the patients that were treated. Moreowerare evaluating T-cell assay technology, witieh be used to monitor dell therapy and may have the potential for ¢
diagnosis of MS.

We also hold the exclusive worldwide license tolagluripotent stem cells derived from peripher&ddd monocytes that allow for the isolation, proggaon, an
differentiation into cells and tissues for patispecific cellbased therapies. We are currently pursuing indinatfor congestive heart failure (CHF) and Typeidbetes (T1C
with its stem cell technology. We expect to condoasic research to determine the potential usésadtem cells in other indications, such as macdégyeneration, stroke, &
Parkinson’s disease.

Overview of PharmaFrontiers Corp Technologies amdjfams

AUTOLOGOUE CELL-BEASED

THERAFIES
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THar=aE iy monltoring Therapy T e mpar
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Fh=umatotd arthritl s Farkinson' .
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In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progrgsshutoimmune disease of the central nervous sy&iS) tha
is caused by myelin autoreactivec€Hs progressively eroding the myelin that surgiand insulates nerve fibers of the brain andasiord. Globally, there are approximately
million MS patients representing a drug market xeess of $4 billion. The US markets accounted f@mpBr cent of global MS sales in 2004, at US$2li®obi MS remains
challenging autoimmune disease to study becauspatmphysiologic mechanisms are diverse, andtihenec, unpredictable course of the disease makdifficult to determin
whether the favorable effects of shtetm treatment will be sustained. Therapies thatgr@vent or stop the progression of disease dod abversal of the neurological dam:
and disability caused by the disease represergrérsest unmet need in MS.

In recent years, the understanding of MS pathogemes evolved to comprise an initial, T-celediated inflammatory activity followed by sele&idemyelinatio
(erosion of the myelin coating of the nerve fibeagd then neurodegeneration. The discovery of sisedevant immune responses has accelerated theopeveht of targete
therapeutic products for the treatment of the estdges of MS. Healthy individuals have been fotmHave autoreactive T-cells, which recognize aetprof selfantigens (e.c
myelin basic protein [MBP], proteolipid protein [Pl, and myelin oligodendrocyte glycoprotein [MOGI$ part of the normal Tell repertoire and circulate naturally in
periphery without causing an autoimmune disease.

Some subjects unfortunately who have the appra@pganetic background have increased susceptiliditghe in vivo activation and clonal expansionmyelin
autoreactive T-cells. These myelin autoreactiveells may remain dormant, but at some point theyaativated in the periphery, possibly by molecatémicry (i.e., recognitio
of epitopes that are common to autoantigens andbbiid antigens as exogenous triggers), thus emglfiem to cross the blodwtain barrier (BBB) and infiltrate the healthy tis
of the brain and spinal cord. The cascade of pathicgevents leads to demyelination of axons, whanlses nerve impulse transmissions to diffusethedissue.

Mustration of CHE tissue: Panel & shows healthor tissue with rgrelinated nerve fibers () and panel B showrs
de-relinated nerve fhers (R). & fatty substance (called royeling surroarnds and insulates nerve flbers and
facilitates the conduction of nerve irpulse transtissions. Dergrelination of axons canses nerve impulse
transraissions to diffuse into the tissue.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the marketcly palliative and generally work through a memkm of immunomodulation or immunosuppression.st
therapies for MS are dominated by three forms &érferon that require frequent subcutaneous oaintrscular injections. Copaxone is an immunomoduledmposed of
random copolymer of amino acids that is administetaily. Novantrone (mitoxanthrone) is an immungsegsive drug that can only be given four times ygar with a life
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time limit of 8 to 12 doses. All of the current thpies only slow the progression of MS and theyehsignificant patient compliance challenges becadighe dosing schedu
limited decrease in relapse rate, side effectsilpr(é.g., the interferon formulations produce sevitulike symptoms, injection site reactions, infectemmd neutralizing antibodi
(range from 5% to 45%) are developed that limits ¢fficacy of treatment; copaxone causes signifiggection site reactions; while novantrone causésctions, bone marrc
suppression, nausea, hair thinning, bladder irdastiand mouth sores). These drugs must be aderetstiaily to weekly and they reduce relapses lopaB8875% (as compart
to a patient’s prior 2-year history).

Tysabri, a selective adhesion molecule inhibitar §pha 4 integrin antagonist), represents anatlass of MS drugs which works by preventing immagpstem cell
(all leukocytes carrying the alpha 4 integrin glgomtein on their surface) from crossing the BBB amdve into the CNS. Unfortunately, Tysabri blocke tmovement of ¢
inflammatory T-cells not just the myelin autoregetiTcells and leaves patients at a risk of life threag infections. Tysabri with a reduction in relepstes of 67% (vers
placebo) was still expected to generate $2 tol®biln peak annual sales in an existing producasket of approximately $4 billion had it not be@n the severe side effects.

A number of companies have committed resourcesgearch and development programs to develop no8etiiMg therapies. These programs represent inctel
improvements over current therapy and their meamasiof action are similar to current therapy. Tawas the only whole Teell based vaccination strategy that safely
effectively eliminates the myelin autoreactivec@lis and induces immune tolerance with the paaémd prevent the disease or stop disease progreasid perhaps to allow 1
reversal of disease symptoms and progression greelsability.

In our opentabel Phase I/ll studies, Tovaxin has shown a redmdn relapses in excess of 90% with virtually side effects based on only 4 injections anni
administered over @-months. Furthermore, approximately 40% of the pa8ents treated with Tovaxin demonstrated a reersdisability as measured by the Kurtzke Expal
Disability Status Scale (EDSS; a method of quamtgydisability of MS patients) while the remaindsrpatients (except for one relapse) experiencegrogression of disea:
Based on the results of the Phase I/Il studiesas®Hhb clinical trial to study Tovaxin therapyearly (clinically isolated syndrome (CIS) and eayapsing remitting (RR)) MV
patients has been cleared by the FDA and is sceddalbe initiated the first half of 2006.

Tovaxin™ for Multiple Sclerosis

Tovaxin works selectively on the myelin autoreaetit-cells by harnessing the body’s natural immueterise system and feedback mechanisms to depése Th
cells and induce favorable immune regulatory respsiwhich rebalance the immune system. Tovaxinceslimmune responses that deplete (Appendix Cyemdate the myel
autoreactive pro-inflammatory @ells that cause the inflammation and erosion efrttyelin sheath resulting in MS. Specifically, Tewais manufactured by taking the MRT
from the blood, expanding them to a therapeutiedosvivo, and attenuating them with gamma irradiatiorptevent DNA replication. These attenuated MRTf&sthen injecte
subcutaneously into the body in large quantitidee Body recognizes specificcBll receptor molecules of these MRTCs as foreighrmounts an immune response reaction ac
them, not only destroying the injected attenuatdRili@s, but also the circulating, myelin autoreacfiveells carrying the peptide-specific T-cell ret@pmolecules. In addition, T-
cell activation molecules on the surface of thavatéd MRTCs used as vaccine induce favorable inenwagulatory responses, which promote @ftammatory response
Because the therapy uses an individaialivn cells, the only directly identifiable sidéest is injection site reaction in a small perceetaf the patients. These reactions clear w
24 hours. Clinical studies indicate that followii@V therapy the body does not attack normal T-c&dlshe patient is not put at peril for side effeand life threatening infections.
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Tovaxin consists of a trivalent formulation (MBPL.AFP and MOG) of attenuated myelin-peptide reactiveells (MRTCs) which targets only the myeBpecific
subset of Teells. Current therapies on the market and undeeldpment do not eliminate the MRTCs and are, floeee only a palliative treatment to reduce thegérency an
occurrence of MS symptoms. The current iteratioT @faxin is a trivalent formulation, which uses piptides (two each from three myelin proteins$etect the MRTCs. Tt
formulation is very pharmacologically active witinlp minimal local and systemic side effects. Tovexa whole Teell vaccine, is a completely new class of drug N8 tha
works in concert with the body’s immune regulateygtem to suppress the T-cell-mediated inflammaaetivity and deplete the MRTCs.

This same technology platform will have applicatinrother T-cell mediated diseases such as Cratie&ase, psoriasis, rheumatoid arthritis and typiabktes.
Tovaxin™ Intellectual Property

Tovaxin is protected by a series of patents andrpatpplications. There is also substantial ki surrounding the Tovaxin manufacturing procéss should b
patentable.

The technology was discovered by Dr. Jingwu ZhainBaylor College of Medicine in Houston. We haveetlusive, worldwide license from the Baylor Cgleo
Medicine to develop and commercialize three teobgplareas for MS, namely d@ell vaccination, peptides, and diagnostics. UrilerLicense Agreement with the Baylor Coll
of Medicine, we have rights to a total of 7 patg@té).S. and 5 foreign) and 69 patent applicati@¥.S., 62 foreign, and 1 Patent Cooperation TrgRET]).

The license was granted to us by Baylor in exchdngeommon stock in Opexa Pharmaceuticals, Incqaed by us in November 2004). The key termshe
agreement are: exclusive, worldwide, and a 2% tgyai net sales of licensed products. The royadtgreases after the aggregate net sales exceech$iod. There are no oth
performance or payment terms in the license. We lés/e a separate consulting agreement with thenitov, Dr. Jingwu Zhang, which grants us the righfirst refusal on a
future discoveries made by Dr. Zhang.

Tovaxin™ Manufacturing

We manufacture our TCV therapy in our own GMP facilThe TCV technology is similar to that of tréidnal microbial vaccine technology, where the pgén (o
the attenuated derivative) is used to derive tlgegtive antigens necessary to induce protectivaune responses. In preparing a TCV therapy, thdimgeatoreactive Teells
causing the disease are taken from the blood, fagmbi identified, and expanded ex vivo by incubatthese T-cells with MBP, PLP, and MCsglected peptides in the prese
of antigen-presenting cells and growth factors. ltiypeptide reactive Tells are grown to therapeutic levels and cryopressk Prior to use, the MRTCs are expanded, forted
and attenuated (by irradiation) to render them imgetent to replicate but viable for therapy. Thagenuated Teells are administered subcutaneously throughiassef injections
A single draw of a 500 ml bag of blood is suffidi¢m provide a full year's therapeutic regime ofvagin.

-19-




We have improved the manufacturing process of Tovaased on a new process, turnaround (receiptoafd from the patient and return Tovaxin to thégg) i<
decreased from 12 to 5 weeks and it is anticip#itat the material and labor costs of an annualssof therapy will be approximately $4,000. Currth@rapies are priced
$16,000 to $25,000 annually. The price of newerapies with better safety and efficacy profiles anéicipated to be priced at $20,000 to $25,00@aliy

We have also validated supply chain logistics improents that make manufacturing with a regionatreéfacility economical. The viability of blood MRCs fron
the time the blood is drawn from the patient teeiptat the processing facility has been estabfisttea minimum of 24 hours, which is sufficient tarywhere in the United Sta
and, likely, Canada. Experiments are underway terdene whether blood MRTCs viability can be extetido at least 72 hours. Stability on the final T&@vmulation fo
injection into patients has already been estaldigier2 hours. We are actively conducting experisiemimprove the stability profile of Tovaxin.

We have developed a supply chain agreement witkblabd Biological Services (Memphis, TN) in whickfdblood will manage blood collection and shipmés
our manufacturing facility using the same infrastaie that is used to collect transfusable produdie will manage direct shipment of the TCV to tinwestigator fo
administration to patient.

Clinical Development of Tovaxin ™

The intent of our clinical development prograntagosition Tovaxin as first-line therapy for M@ provements in efficacy combined with the inhersafety of the
treatment make this goal realistic. If successfalaxin would be the first product that specifigatirgets the “root cause” of MS—the myelin autatee T-cells. Compared to
other treatments available, this therapy is indigidzed autologous, easier to tolerate and potgnpéaces the disease into remission. If patieméstreated early enough in the
disease course, this therapy may prevent progressimore serious forms of MS and possibly allokesrieversal of disease. Furthermore, Tovaxin seéerbs appropriate to be
combined with existing therapies to form a therajpeeocktail that could be used over the entire &ijicle of a patient as other treatments are addesplaced. Remyelination
therapies should be easier to develop and implefodatving the depletion and regulation of the nigedutoreactive T-cells.

The clinical effectiveness of whole @ell vaccines has evolved from 1990 to 2005 dummulation improvements. There are three primageln proteins (MBF
MOG and PLP) that have been implicated in T-cethpgenesis of MS. In the early 1990’s, Dr. Zhangdumonovalent MBReactive T cell formulations to treat patients i
openiabel clinical trial, which demonstrated an exceflsafety profile and a 40% reduction in AnnualiZRelapse Rate (ARR; a primary outcome measureidensing M¢
therapies) (Table 1). Patients treated in Isra#h widivalent (MBP, MOG) formulation had an excetlsafety profile and reduced ARR by 55% (TableMgst recently, patien
treated in our Phase /Il opéabel studies with trivalent (MBP, MOG, and PLPjrfuilations had an excellent safety profile and ceduUARR by 93% (Table 1). In the upcom
Phase llb trial, a new formulation refinement Vol implemented that is expected to further impreffieacy.
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Table 1. Comparison of Annual Relapse Rate Reductis with T-Cell Vaccine Formulations
T-Cell Vaccine Peptide Annual Relapse Rate
Formulation Formulation Reduction (%)* Number Patients
Monovalent MBP 40 114
Divalent MBP, MOB 55 20
Trivalent MBP, MOG, PLP 93 16
Patient-Specific** Variable based on patient-specific T-cells TBD*** 150

* All three clinical trials were open-label. ** THehase IIb trial will select peptide-specific myefeactive T-cells to tailor the T-cell vaccine sifieally for the individual patient.
** TBD = to be determined. Over the past 10 yed58 patients have been treated with T-cell vaccine.

Tovaxin™ Phase Ilb

The Phase lIb trial, entitled “A Multicenter, Ramdized, Double-Blind, PlacebGentrolled Study of Subcutaneous Tovaxin™ in Sufgjedth Clinically Isolate
Syndrome or Relapsing Remitting Multiple Sclerosts’be initiated in the first half of 2006, wileka multi-site double-blind, randomized, placeomtrolled 150 (100 treated,
placebo) patient trial. The patient population Wil those patients with early stage disease whevaxin is likely to have its greatest impact. Thignary endpoint will be lesic
evaluation (the total number of gadolinilenhancing lesions) via MRI with a secondary endpbg&ing annual relapse rate. This trial is desigiedgorously demonstrate 1
safety and efficacy of Tovaxin in the fastest, mexinomical manner prior to initiating a pivotalaBh Il1 trial approximately the second half of 2007

A rigorous, blinded study is now required usingigratspecific formulation(s) in subjects with early stadisease (where the therapy is likely to work Y&
specifically define safety and efficacy paramefaisr to entering a Phase Il registration studgeTrovaxin vaccine unlike other MS products in depment activates regulatc
T-cells (Tregs) that (1) induce the depletion & thyelin autoreactive T-cells (anti-idiotypic resge of antid networks of CD4+ and CD8+ Tregs) that recogrsigecific MRTC:
by their unigue TCR CDR3 peptides, and (2) induoenune responses to T-cell activation markers (@ndtypic response that recognizes the state ofaticin of T-cells
irrespective of their TCR specificity), and (3) sisethe pro-inflammatory Thl phenotype autoantigeeetiic cells that produce IFN-gamma and interleultL]-2 and IL-12 tc
anti-inflammatory Th2 phenotype autoantigen-spedi#lis that produce IL-4, IL-10, IL-6 and [12. These combined effects of TCV have the potkttiallow the body to repz
the multiple sclerosis lesions.

Stem Cell Therapy

Stem cells are undifferentiated primary cells thate the potential to become any tissues and orgfatiee body. They hold enormous therapeutic prenfias the
development of effective treatments and possibhg sarious diseases. Hematopoietic stem cellseptés the bone marrow and precursors to all blogts, are currently the or
type of stem cells commonly used for therapy. Dctiave been transferring HSCs in bone marrow ptanss for more than 40 years. Advanced technidaesollecting o
“harvesting” HSCs are now used to treat leukenyimphoma and several inherited blood disorders.

The clinical potential of stem cells has also bdemonstrated in the treatment of other human déseascluding diabetes and advanced kidney caht@vever
these new therapies have been offered only toyalieited number of patients using adult stem cells
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New clinical applications for stem cells are cuthgemeing tested therapeutically for the treatmehtiver diseases, coronary diseases, autoimmudenagtaboli
disorders (amyloidosis), chronic inflammatory dses (lupus) and other advanced cancers.

Unfortunately stem cell therapies have technictiical and legal hurdles to overcome before thely lve able to be used to effect tissue and orgpairen diseas
states that heretofore have only treated the symgté significant hurdle to most uses of stem celithat scientists do not yet fully understand ghgmals that turn specific get
on and off to influence the differentiation of tieem cell. Therefore, scientists will have to b&eab precisely control the differentiation of stewlls into the specific cell type
be used in therapy and drug testing Current knogéeaf the signals controlling differentiation falkll short of being able to mimic these conditigmscisely to consistently ha
identical differentiated cells for each specifietu

To realize the promise of novel cél&sed therapies for such pervasive and debilitatisgases, scientists must be able to easily gmddacibly manipulate ste
cells so that they possess the necessary chasticterior successful differentiation, transplamatiand engraftment. The following is a list of stdp successful cebase:
treatments that scientists will have to learn tecggely control to bring such treatments to theicliTo be useful for transplant purposes, sters celist be reproducibly made to:

Proliferate extensively and generate sufficientrditizs of tissue
Differentiate into the desired cell type(s)

Survive in the recipient after transplant

Integrate into the surrounding tissue after traauspl

Function appropriately for the duration of the peent's life
Avoid harming the recipient in any way

Avoid the problem of immune rejection

O OO0 O0OO0OOo0Oo

Although there are many ways to access stem aalisautologous blood monocytierived stem cells offer distinct advantages. Thes® has been focused
embryonic stem cells because, intrinsically, thayehthe most potential but recent studies haveateld that adult stem cells maybe better clinicaijmbryonic stem cells ha
three major drawbacks: (1) They are very expensivaccess, requiring 150 to 250 embryos to devefapcell line; (2) They are very difficult to coakrand (3) They are used
administering them into another individual (allogéa), thus risking rejection. Some of these drawdbaran be overcome if the cord blood stem cellsfrazen at birth; but mo
people have not done this. Therefore, the onlytmacway to access ore'own stem cells is either through bone marrow,siieal cord or fat tissue. All of these proced
require expensive, hospital treatment and areyfei@umatic to the patient.

Stem cell transplants have been shown to be sufatebwestigators have conducted clinical studieslate stage heart failure patients using sters ¢éedm the
patients’ bone marrow injected directly into thendayed parts of the heart. This procedure involVedaiding a catheter through an artery into theMefitricle (the hears’ mair
pumping chamber) and “mappingpecific sites of muscle damage. Stem cells weze thjected into these areas. After two monthsithated patients had significantly less
failure and angina and were better able to pumpdlkhan the untreated patients. The treated grtagptanded to do better on treadmill tests, anerdtiur months, the treat
patients had a sustained improvement in pumpingep@nd the ability to supply blood to the entireloA summary of several studies using stem cellsdat heart failure
provided in Appendix D.

Stem Cell Platform
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Our second exciting opportunity and comprehensaghrology platform involves a proprietary processptoduce large quantities of monocyerived stem cel
(MDSC) from blood at a relatively low cost. The iorfance of these MDSC is that they can be prepload a patients monocytes, expanded ex vivo, and then admintsteréhe
same patient. Because this is an autologous thetlagre should be no rejection issues and no naetthé use of debilitating antéjection drugs. Moreover, this method avoids
controversial ethical issues associated with emticystem cells. Lastly, since the source of MDS@his patients own peripheral blood, it has the advantage afdabundan
easy to obtain even on a repetitive basis, andeftesttive.

Adult stem cells are unspecialized cells that hastential to develop into many different cell typeghe body. Adult stem cells are believed to gotential autologot
renewable replacement source which might be usetlett various diseases, such as heart disease,ltyfiabetes, stroke, heart attack, burn injurspsnal cord injurie:
Parkinson’s and Alzheimes’diseases, and many others. Adult stem cellsnacéniical trials globally and are currently beinged therapeutically in Thailand where hematope
stem cells (HSCs) are being used to treat cardiseade (severe angina pectoris). In addition, atalh cells are in clinical trials in the U.S. (raeshymal stem cells), Bra:
Uruguay and Europe (bone marrow derived stem cells)

Working either alone or in conjunction with strategartners, we intend to utilize these MDSC frdme same patient to effect autologous tissue orrorgpair. Th
initial internal therapeutic targets are late sthgart failure and type 1 diabetes. Other therapé¢argets would be pursued through eatigge licensing or strategic alliances.
program is currently in prelinical development. The value proposition is tmfirm that we can make large amounts of inexpenfimctional stem cells from easily access
monocytes and then leverage off the advances leate globally to accelerate clinical trials.

Our technology and solution circumvents many of pheblems other stem cell technologies have bydaeinle to access large quantities of pluripotebte(do sel
replicate and be differentiated into all cell tymesept germ cells) stem cells from a patients bleod. The proprietary system works by first sepagathe monocytes (a type
white blood cell) from a patient’s blood. These moytes are then reversed in their evolution ddéerentiated) by applying specific growth factds them to yield a uniqr
MDSC. Blood is rich in monocytes and a 500 ml b&glood will yield over 100 million stem cells.

Panel &: Blood monocytes are collected () and (Panel B) de-differentiated to yield monocyte-
detived stem cells (MDECE (K.
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Stem Cell Pre-Clinical and Clinical Development

We plan to conduct prefinical animal studies on these MDSC in the fagaarter of 2006 before filing and IND. The plartadeverage off of extensive internatio
research and clinical trials and develop theses dgeiernally for late stage heart failure and typéiabetes. All other potential applications wiél butdicensed to generate upfr
cash, milestone payments, and royalties.

Type 1 diabetes and heart failure were chosemternal development because they are large maftegs 1 million patients in the U.S.) and we haveraeprietan
method of creating islet cells. Stem cell researsing more expensive processes has shown encogreliiical results for the use of cellular therapythese indications. TI
objective will be to develop these programs thropgdof of principle in human and then out-liceniserh to a major company.

Stem Cell Intellectual Property

We have an exclusive, worldwide license from thévrsity of Chicago, through its prime contractelationship with Argonne National Laboratory, te th
development of pluripotent stem cells from monosy#olated from human peripheral blood and thegringreating diseases. The technology was diseovat the Argonne
National Laboratory, a U.S. Department of Energipdratory. Under the License Agreement with the @rsity of Chicago, we have the rights to a tota8 glatent applications |
US, 2 PCT and 3 Foreign). We hold a license to peectells that generate insulin using its core stelintechnology as well as a license for the dssome unique growth factors,
which have overcome the challenge of different@@im adult stem cell to produce insulin. A patggleation has been filed for the use of MDSC toealep beta-islet cells for
treatment of type 1 diabetes. We have filed a gatpplication for the use of MDSC to treat heasedise based on technology developed by us sino&iagcghe license from the
University of Chicago. Under the terms of this fise, the University is entitled to 4% royalty otesa

Stem Cell Strategy

We will review possible strategic partners for stesils following the proof-ofrinciple in animal models and the submission ofidD for diabetes and cardiolog
Possible licensing would be for marketing righteikthange for upfront money, milestone paymentgmeat of all ongoing clinical costs in licensedriteries, and royalties ¢
sales.

Synergy between T-Cell Vaccination and Stem Celtapreutics

Insulin dependent type 1 diabetes (T1D; insulinethefent diabetes (IDDM)) mellitus is a T celediated inflammatory autoimmune disease of thegas, resultir
in a lack of insulin. In a person with T1D, betdle®f Langerhans are damaged by autoimmune inflation, leading to an insufficiency of insulin. IiD several autoantigen-
specific T cell autoreactivities have been ideatlfiThese include islet-specific antigens, likeulims and other nonislespecific antigens, like glutamic acid decarboxyléSAD),
carboxypeptidase H (CPH), and tyrosine phosphdté&s@) among others. Of all the known autoantigens icaped in the disease process, treatment with imsiylin, GAD 65
and the heat shock protein 60 (HSP60) peptide man7protect nonobese diabetic (NOD) mice from diseénsulin and GAD 65 are also the most promimgat autoantiger
shown to be recognized by peripheral T cells frobDpatients. These antigens, among others, may tioerbasis for a PharmaFrontier's TCV therapy fobDT
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Our TCV program has significant synergy with owenstcell program with respect to the treatment nmitdédr T1D. Because autoreactivecElls are implicated in the destruct
of beta cells, a therapeutic strategy that inclutlE3 TCV followed by new stem cell derived betal ceplacement could be an extraordinary therapguoe for T1D.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our teallogies will be critical to the development of dursiness. We intend to protect our proprietaryllietéual propert
through patents and other appropriate means. Weupgn tradesecret protection for some confidential and prdprieinformation and take active measures to comttoess t
that information. We currently have non-disclosageeements will all of our employees.

Our intellectual property strategy includes deveigpproprietary technology for the sourcing, scape manufacturing, and storage of T cells and pbtent adu
stem cells and the use of these cells in multipgapeutic applications. This strategy will incluebgpanding on technologies in-licensed to us a$ agelnlicensing addition:
technologies through collaborations with univeesitand biotech companies.

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

We have an exclusive, worldwide license from theg/lBaCollege of Medicine to patent applicationsielang rights to the treatment of multiple sclerosising
modified T cells and to the use of the T cell tealbgy as a diagnostic. Under the Baylor licenseaneeobligated to pay a percentage of net salesodfugts subject to the licens
patents.

We also have an exclusive worldwide license forititellectual property rights and research resoftan autologous T cell vaccine for the treatmédntheumatoi
arthritis from the Shanghai Institutes for BiologfiSciences (SIBS), Chinese Academy of ScienceleoPeople's Republic of China. Pursuant to theSSiBnse agreement,
made an initial payment to SIBS and we are oblidjdepay a percentage of net sales of productesuty the licensed technology. SIBfitial human clinical trial results indice
that the T cell vaccination induces immune respsitisat correlate with clinical improvements meaduas reductions in ACR50 (American College Rheutogto(ACR) criteria
which measures joint swelling and tenderness anerdactors such as pain and disability) and rednstin rheumatoid arthritis laboratory parameters

Stem Cell Therapy IP

We have an exclusive, worldwide license from théversity of Chicago to a patent application claimiights to the development of adult pluripoternstcells fron
monocytes isolated from adult human peripheral dlddhe technology was developed at the ArgonneoNatiLaboratory, a U.S. Department of Energy Latwoyaoperated by tt
University of Chicago.
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Pursuant to the license we have issued a totaB8f0®4 shares of our common stock to the UnivemsitZhicago. We have also agreed to pay the Urityeo$
Chicago $1.5 million upon the earlier of April 3906 or our raising $10 million or more in any fiting. We are also obligated to issue to the Usiteof Chicago sufficiel
additional shares of common stock so that the Unitieholds a total of 2.6% of our outstanding &taéter our raising $10 million or more in any fimang. We have agreed to |
a percentage of royalties on sales of productsestiltp the licensed patents, as well as sublicéese In addition, the University of Chicago licengquires us to expend
research and development at least $2,000,000 bé&feiveuary 2006 and at least an additional $4,0@0/@fore February 2008. To date the Company hast sSpeexcess (
$2,000,000 and has met our obligations requirethbyicense. The license also requires us to sglbduct or method based on the licensed techndigdyebruary 2011.

Research Collaborations

We anticipate that from time to time in the futuve will enter into collaborative research agreersavith other academic and research institutions viMeuse suc
agreements to enhance our research capabilitigcdlly, in the industry, such agreements provide industry partner with rights to license the listtual property creat
through the collaboration. We may also enter imdlaborative research agreements with other phaenotézal companies when we believe such collabamatvil support th:
development and commercialization of our technology

Commercialization Through Third Part ies

We anticipate that we will grant sublicenses fortaia applications of our technologies. We beliglat by sublicensing some of the rights to our tedbgy tc
pharmaceutical companies and other third partieswill be able to more efficiently develop some laggtions of our technologies. We currently do hate any sublicenses.

Competition

The development of therapeutic and diagnostic agéort human disease is intensely competitive. Majoarmaceutical companies currently offer a nunddf
pharmaceutical products to treat heart attackketrBarkinsors disease, diabetes, liver diseases, arthritisotimel diseases for which our technologies may Ipdicgble. Man'
pharmaceutical and biotechnology companies arestigating new drugs and therapeutic approachethéosame purposes, which may achieve new efficacfjigs, extend th
therapeutic window for such products, alter thegpasis of these diseases, or prevent their onsetb#lieve that our products, when and if succelysfidveloped, will compe
with these products principally on the basis of iayed and extended efficacy and safety and thesraleconomic benefit to the health care system.aipeccompetition t
increase. We believe that our most significant cetitgrs will be fully integrated pharmaceutical quamies and more established biotechnology compaSiesller compani
may also be significant competitors, particulaHyough collaborative arrangements with large phaputical or biotechnology companies. Some of oimary competitors in tf
current treatment of and in the development ofttneats for multiple sclerosis include Biogen, El&erono, Aventis, Teva, and Schering AG. Some ofpoimary competitors
the development of stem cell therapies include dastBiosciences, Geron, Gami@=ll Ltd, Stem Cells Inc., Cellerant Therapeuti¢gcell, and Osiris Therapeutics. Many
these competitors have significant products in tgrmaent that could be competitive with our potelnpi@ducts.

Sales and Marketing

We intend to develop a sales force to market outiphe sclerosis cell therapy and diagnostic prddue the U.S. Given the concentration of multiptéerosis amor
a relatively small number of specialized neuroltgisve believe that a modest size sales force wbeldufficient to market the multiple sclerosisguots. Our plan is to sti
building the sales force with the launch of the tiplg sclerosis diagnostic products.
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We expect to partner with large biotech and phasutical companies for the marketing and sales ostam cell therapy products.
Description of Property

Our principal executive offices are located at 26B3Crescent Ridge Drive, The Woodlands, Texas,@ndelephone number is (281) 29231. This 10,200 sq.
facility is located on 3 acres. This location pdes space for research and development laboratargsecialized flow cytometry and microscopy lsiopport of clinical trials wit
GMP manufacturing suites; quality systems managémih a quality control laboratory, regulatory aiffs offices, quality assurance space; as welblasrastrative support spau
There is 2500 sq. ft. of space in the facilityl stifailable for future buildbut. The facility including the property is leasied a term of ten years with two options for an iiddal
five years each at the then prevailing market fte believe that our lease is at a competitive arket rate.

Government Regulation

Our research and development activities and therdutnanufacturing and marketing of our potentialdorcts are, and will be, subject to regulation dafety an
efficacy by a number of governmental authoritiethia United States and other countries.

In the United States, pharmaceuticals, biologieald medical devices are subject to Food and DrugiAidtration or FDA, regulation. The Federal Fobdug anc
Cosmetic Act, as amended, and the Public Healtki®eAct, as amended, the regulations promulgatedetinder, and other Federal and state statutesegnthtions gover
among other things, the testing, manufacture, yaédficacy, labeling, storage, export, record kagpapproval, marketing, advertising and promotidrour potential product
Product development and approval within this reguiaframework takes a number of years and involsigsificant uncertainty combined with the expeundst of substanti
resources.

FDA Approval

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

1. Preclinical Laboratory and Animal TestsPreclinical tests include laboratory evaluatidrttee product and animal studies in specific disea®dels t
assess the potential safety and efficacy of thdymband our formulation as well as the quality andsistency of the manufacturing process.

2. Submission to the FDA of an Application for an ktigational New Drug Exemption, or IND, Which Mis&come Effective Before U.S. Human Clir
Trials May CommenceThe results of the preclinical tests are submhittethe FDA as part of an IND, and the IND becomfésctive 30 days following its receipt by the FDd
long as there are no questions, requests for delapjections from the FDA.

3. Adequate and Well-Controlled Human Clinical Triaés Establish the Safety and Efficacy of the Produ€tinical trials involve the evaluation of 1
product in healthy volunteers or, as may be the egith our potential products, in a small numbeipafients under the supervision of a qualified phigs. Clinical trials ar
conducted in accordance with protocols that dékesl objectives of the study, the parameters todsel uo monitor safety and the efficacy criterisbevaluated. Any prodt
administered in a U.S. clinical trial must be mamiéired in accordance with clinical good manufangupractices, or GMP, determined by FDA. Each geot is submitted to tt
FDA as part of the IND.

-27-




The protocol for each clinical study must be appbby an independent Institutional Review BoardRB, at the institution at which the study is cantéd and tr
informed consent of all participants must be olgdinThe IRB will consider, among other things, ghesting information on the product, ethical fastothe safety of hum.
subjects, the potential benefits of the therapythedossible liability of the institution.

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

o In Phase |, products are typically introduced ih&althy human subjects or into selected patienuladpns to test for adverse reactions, dosageaonte
absorption and distribution, metabolism, excreton clinical pharmacology.

. Phase Il involves studies in a limited patient dapan to (i) determine the efficacy of the proddot specific targeted indications and populatio(ig
determine optimal dosage and dosage toleranceiigridentify possible adverse effects
and safety risks. When a dose is chosen and adatediroduct is found to be effective and to havaeceptable safety profile in Phase Il evaluatifase ||
trials begin.

« Phase lll trials are undertaken to conclusively destrate clinical efficacy and to test further fafety within an expanded patient population, galhe@
multiple study sites.

The FDA continually reviews the clinical trial pland results and may suggest changes or may eedjszontinuance of the trials at any time if siigaint safet
issues arise.

1. Submission to the FDA of Marketing Authorization fljgations. The results of the preclinical studisl clinical studies are submitted to the FDA ia tbrm o
marketing approval authorization applications.

2. FDA Approval of the Application(S) Prior to Any Conercial Sale or Shipment of the Drug Biologic PradManufacturing Establishments Located in Ce
States Also May be Subject to Separate Regulatodylécensing Requirement. The testing and apprpvatess will require substantial time, effort anghbense. The time f
approval is affected by a number of factors, inglgdrelative risks and benefits demonstrated inicdl trials, the availability of alternative treag¢nts and the severity of
disease. Additional animal studies or clinicallgimay be requested during the FDA review peridaictv might add to that time.

After FDA approval for the product, the manufaatgriand the initial indications, further clinicalals may be required to gain approval for the usthe product fc
additional indications. The FDA may also requireusunal or restrictive postarketing testing and surveillance to monitor fdverse effects, which could involve signific
expense, or may elect to grant only conditionarapgls.

FDA Manufacturing Requiremen

Among the conditions for product licensure is tequirement that the prospective manufacturer'sitjuebntrol and manufacturing procedures conforrnth® FDA'’s
current good manufacturing practices, or GMP, nagnent. Even after product licensure approval, ttaufacturer must comply with GMP on a continuirasib, and wh.
constitutes GMP may change as the state of thef amanufacturing changes. Domestic manufacturicgif@s are subject to regular FDA inspections &vIP compliance, whic
are normally held at least every two years. Foreigamufacturing facilities are subject to periodiDA-inspections or inspections by the foreign retpia authorities wit
reciprocal inspection agreements with the FDA. Dsieemanufacturing facilities may also be subjecinspection by foreign authorities.

-28-




Fast Track, Priority Review and Accelerated Appiic

Fast Track refers to a process for interacting wlith FDA during drug development. Priority Reviepphes to the time frame the FDA targets for revigyve
completed application. Accelerated Approval (SubpBrapplies to the design and content of the smidised to support a marketing claim.

Fast Track is a formal mechanism to interact with the FDA gsapproaches that are available to all applicamtsrfarketing claims. The Fact Track mechanis
described in the Food and Drug Administration Mazation Act of 1997. The benefits of Fast Tracklie scheduled meetings to seek FDA input inteetiggment plans, ti
option of submitting a New Drug Application (NDA isections rather than all components simultangoasid the option of requesting evaluation of ssdilsing surroge
endpoints as discussed below. The Fast Track designis intended for the combination of a prodact a claim that addresses an unmet medical negds independent
Priority Review and Accelerated Approval. An appht may use any or all of the components of Faatik without the formal designation. Fast Track geation does n
necessarily lead to a Priority Review or Acceleda?@proval.

Priority Review is a designation for an application after it hasrbeubmitted to the FDA for review for approvalaofmarketing claim. Under the Food and C
Administration Modernization Act of 1997, reviews fNew Drug Applications, or NDAs, are designatsdeéher Standard or Priority. A Standard desigmasiets the target d
for completing all aspects of a review and the Fi2kRing an action on the application (approve oragrove) at 10 months after the date it was fikedPriority designation se
the target date for the FDA action at 6 months.riédity designation is intended for those produbist address unmet medical needs.

Accelerated Approval or Subpart H Approval is a program described in the NDA regulations teaintended to make promising products for lifeetktenin
diseases available on the market on the basisetifpnary evidence prior to formal demonstratiorpatient benefit. The studies are designed to meamud the FDA evaluation
performed on the basis of a surrogate marker (ssurement intended to substitute for the clinicahsueement of interest, usually prolongation of sty that is considered like
to predict patient benefit. The approval that iarded may be considered a provisional approval withritten commitment to complete clinical studibat formally demonstra
patient benefit. The Federal Register publishedsaudsion of Accelerated Approval with commentsséilit a formal demonstration of patient benefitisk benefit assessme
cannot be made. Accelerated Approval designati@s dot necessarily lead to a Priority Review.

Proposed FDA Regulatior

The FDA is requiring human cell, tissue, and celiudnd tissudased product (HCT/P) establishments to follow entrrgood tissue practice, which governs
methods used in, and the facilities and contro&dusr, the manufacture of HCT/Ps; recordkeepimgt the establishment of a quality program. The agés also issuing ne
regulations pertaining to labeling, reporting, iesfons, and enforcement that will apply to mantufears of those HCT/Ps regulated solely under tlikaaity of the Public Heal
Service Act, and not as drugs, devices, and/opbioél products.
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As part of this approach, the FDA has publishedlfirules for registration of establishments thagae in the recovery, screening, testing, procgsstorage ¢
distribution of human cells, tissues, and cell@ad tissueésased products, and for the listing of such pragluEhese products specifically include stem célig aire progenitors
blood cells; however, the FDA makes no explicitesteent regarding the inclusion of other types efrstells. In addition, the FDA has published pregbsules for makin
suitability determinations for donors of cells @$ue and for current good tissue practice forufecturers using them. We cannot now determinduteffects of this regulatol
initiative, including precisely how it may affedte clarity of regulatory obligations and the extehtegulatory burdens associated with pluripotahilt stem cell research (for st
cells that give rise to various tissue types, idoig blood), and the manufacture and marketingdodtastem cell products.

Other Regulations

In addition to safety regulations enforced by tiBAFwe are also subject to regulations under theupational Safety and Health Act, the EnvironmeRtaltection Ac
the Toxic Substances Control Act and other preaedtpotential future foreign, Federal, state amdlloegulations.

Outside the United States, we will be subject wutations that govern the import of drug productsrf the United States or other manufacturing sited foreig!
regulatory requirements governing human clinicalsrand marketing approval for our products. Tésguirements governing the conduct of clinical &jgiroduct licensing, pricit
and reimbursements vary widely from country to dounn particular, the European Union is revisitgregulatory approach to high tech products, mptesentatives from t
United States, Japan and the European Union atfeeiprocess of harmonizing and making more uniftienregulations for the registration of pharmaaaltproducts in the:
three markets.

Employees

As of December 31, 2005, we had 18 full time emp&s; We believe that our relations with our empésyare good. None of our employees is represegtadinion o
covered by a collective bargaining agreement.

Legal Proceedings
We are not currently a party to any legal procegslin
MANAGEMENT
The following table sets forth certain informatig@garding our current directors and executive effic

Our executive officers are elected by the boardiagctors and serve at the discretion of the boalidof the current directors serve until the nexinual stockholders’
meeting or until their successors have been delgtetl and qualified.

Name Age Position
David B. McWilliams 62 President and Chief Executive Officer, Director
Brooks Boveroux 62 Chairman of the Board
C. W. Rouse 58 Chief Financial Officer
Jim C. Williams 62 Chief Operating Officer
Donna R. Rill 52 Vice President of Operations
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Sandy L. Livney 50 Vice President of Administration / Controller

Anthony N. Kamin 45 Director
Paul M. Frison 69 Director
Terry H. Wesner 62 Director

Biographical information for our directors and extee officers is set forth below:

Brooks Boverouxwas elected as the Chairman of the Board sinceb@ct@005. Mr. Boveroux also serves as ChairmaouofAudit Committee since that date.
Boveroux had previously served as the senior viesigent—finance, chief financial officer and treasurer MGOR Pharmaceutical Co. since August 1, 2000 antha
company's secretary since November 12, 2002 uistitdtirement in September 2004. For the five ygaisr to joining PharmaFrontiers Corp., Mr. Bovexoserved as chi
financial officer and vice president of investotat®ns for The Liposome Company, Inc., chief fineh officer of Synergy Pharmaceuticals, Inc. asdaaconsultant advisi
corporations in the area of corporate finance. Btiveroux is a graduate of Hamilton College and ikezk his Masters of Business Administration in Fica from the Whartc
School of the University of Pennsylvania.

David B. McWilliams was appointed President and Director in August 260dm December 2004 until August 2004, Mr. McWiflis was a private investor. Fr
June 2003 to December 2003, Mr. McWilliams servedPeesident and CEO of Bacterial Barcodes, Ineogecular diagnostics company. From May 2002 toeJ2003, Mi
McWilliams served as CEO of Signase, Inc., a catiterapy company. Mr. McWilliams served as CEO nt¥sive Pharmaceuticals Inc., a cardiovasculamapieutics compat
from June 1992 to March 2002. Prior to June 1992, MtWilliams served as CEO of Zonagen Inc., a hameproductive products company. Prior to that tiie McWilliams
was a senior executive with Abbott Laboratories andanagement consultant with McKinsey & Co. Heenity serves as a director of Novelos Therapeulics and Fairwe
Medical Systems, Inc. He also serves on the baafrtise Texas Healthcare and Bioscience Institutethe Houston Technology Center. He received an MBfinance from th
University of Chicago, and a B.A. in chemistry, Brita Kappa, from Washington and Jefferson College.

Jim C. Williams has served as our Chief Operating Officer sincegxaver 2004. Dr. Williams served as Vice Presidé@lmical and Regulatory Affairs and as Ct
Operating Officer for Opexa Pharmaceuticals, Imenf February 2004 to November 2004. From AugusB2@0February 2004 he was Senior Vice PresiderguRéory Affairs
and Operations for OSIRIS Therapeutics, Inc., anchfNovember 2002 to August 2003 Dr. Williams waseéV/President US Regulatory Affairs for Powderjgetccines. Fror
September 2001 to November 2002 Dr. Williams ser@gdissistant Vice President, Worldwide Regulatffairs for Wyeth BioPharma. Prior to this Dr. Wdms served
Executive Director Regulatory Affairs for Aventiagteur from November 1994 to September 2001. DHidwis retired in 1994 as Captain from the U.S. IRuHealth Servic
with over twenty years of service in applied resband humamse product development which included assignmeittsthe FDA, Center for Biologics Evaluation anddearc
as a Director Scientist in the Division of Vaccewed Related Product Applications; the US Army MatiResearch Institute of Infectious Diseases asfChitracellular Pathoge
branch and the National Institutes of Health, Nadidnstitutes of Allergy and Infectious Diseasasd at the U.S. Naval Medical Research Instituta sssearch microbiologist.

C. William Rouse has served as our Chief Financial Officer since N@@4. Prior to May 2004, Mr. Rouse was Managinge€ior of Rouse Associates from A
1999 until May 2004. From January 1995 to April 9% was Chief Marketing Officer for Futorian Irend from December 1990 to January 1995 he was siBivGener:
Manager for Masco Corporation. Prior to 1990 MruR® was President of BEI, Inc. Mr. Rouse has ledrsé startups and turnarounds and founded sesecakssful companies.
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Donna R. Rill has served as our Vice President of Operationg $ittwember 2004. Ms. Rill has nearly 30 years ¢émsive clinical and research laboratory experi
in cell and gene therapy research and clinical iegfbn, immunological techniques and assessmeidrobiology, diagnostic virology, experimental dgsi and methc
development and implementation. She has expenisieei areas of laboratory development and opestiBBA GMP and regulatory compliance, quality colfissurance syste
development, and clinical Standards of PracticentApril 2003 to November 2004 she was the DireofoQuality Systems and Process Development at &fdarmaceutica
Inc. From November 1997 to April 2003 she was the®@or of Translational Research for the CenterGell & Gene Therapy at Baylor College of Medicii®he has worked
design, and qualify GMP Cell & Gene Therapy Labaorias, GMP Vector Production facilities, and Tratislnal Research Labs at St. Jude ChildrdRésearch Hospital, Te:
Childrens Hospital, and Baylor College of Medicine. Ms.IRias held the positions of Laboratory DirectorG#ll and Gene Therapy, Translational Research CémteCell anc
Gene Therapy, Baylor College of Medicine; Associ8@entist/Lab Manager of the Bone Marrow TransplResearch Laboratory, and the GMP Cell & Gene &y
Laboratories, St. Jude ChildrenResearch Hospital; Clinical Infectious Diseasddratory Manager, Education Coordinator and Clinicestructor, Department of Clinic
Laboratory, LeBonheur Children’s Medical Center &hdversity of Tennessee Center for the Health 18ms..

Sandy L. Livney has served as our Vice President of Administraiod Controller since November 2004. Ms. Livney basr 25 years of experience working
private and public enterprises in various accognéind marketing roles. She became certified asrtfi€e Public Accountant by the State of TexaslB81. Prior to Novemb
2004, Ms. Livney worked for Systems Management @mis, Inc. as its Controller beginning in June 2@Md served as Secretary, Treasurer and Chiehé&ialeOfficer unti
joining PharmaFrontiers. From January 2001 untilyN803, Ms. Livney worked for Pei-Valve, Inc., a privately owned enterprise, in aiefyr of capacities including Vi
President of Business Development, Interim Corgradind Personal Assistant to the owner. From Jgnl@99 to 2001, Ms. Livney worked for T. Warren éstments, Inc.,
privately owned enterprise, in a variety of funogdncluding Controller, Business Manager and RekAssistant to the Owner.

Anthony N. Kamin has served as a Director since December, 2004e $incKamin currently serves as President of twmpanies. Eastwood Investment Managel
is a private equity multi-strategy and mudsset class manager. Interim Medical Managemenidges a range of management services primariljhénbiotechnology and medi
device fields. From 1998 to 2003, Kamin was a venpartner with Venture Strategy Partners. Heds-founder of Nobex Corporation (oral protein and gpdelivery) and +
Fidelity Entertainment. He is also currently Chaamof the Board of Advisors for Devlab, a centerttthnology commercialization at Northwestern Wmsity. He also serves
boards for lllinois Technology Enterprise CentefHC) in Chicago, Real American Restaurants, B2P,camd The Cove School for children with learningathilities. Kami
received a Masters Degree from Yale Universityniretnational Relations with a concentration in tngional Law.

Paul M. Frison has served as a Director of the Company since Nbeen2004. Mr. Frison has been President and CE@eMHouston Technology Center si
January 1999. Before helping to found the Housteshfhology Center in 1999, Frison spent 24 yearBrasident and/or CEO building three public companiY SElistec
LifeMark, NASDAQ-listed ComputerCraft, and LifeCellorp. (LIFC: NASDAQNM). Mr. Frison currently serves on the Board ofdaitors of the Houston Technology Cer
Micromed Technologies, Inc., The Institute of Reshaand Rehabilitation, The Entrepreneurship Intit The Houston Entrepreneurs Foundation, Texam€loof AEA,
Texchange, and the Advisory Council of the Univigrsf Houston - College of Technology. He receivisiB.A. from Occidental College in Los Angelesi@ania.
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Terry H. Wesner has served as a Director since August 2005. Mr.né&fes a biostatistician and a graduate of The Ehsity of Memphis with degrees in biolo
mathematics, and statistics. His first positioreafjraduate school was an appointment to the faafltHarvard School of Medicine as Director of Ra®h for the Nation
Diabetes Association. While a faculty member atvded School of Medicine, Mr. Wesner researchedagiestal diabetics. Since then he has been a Pmfesdlathematics ar
Statistics, published a successful series of 3l@gellevel mathematics textbooks with McGraiilt- Publishers, and for the last five years hasrbéhe CEO and owner of Bern
J. Klein Publishing and GetMath Educational Sofevavir. Wesner brings a unique perspective to ther@as one of the founding investors in Opexa Pheeuticals, our whol
owned subsidiary; his son has been undergoingniexatwith our Teell based treatment for Multiple Sclerosis. Mr. 8ler also has been elected to the National Coohdihe
Text and Academic Authors Association, his complaay formed a partnership with World Vision to bringe educational materials to needy schools througthe United State
served as Chair of his community's planning comimissounded and is now Vic€hair of his community's building authority, senas The Advisory Board for The Ann Ark
Academy a school for children with learning disaieis, and volunteers for various other community aivic organizations.

Committees of the Board of Directors
We currently have an audit committee, a compensationmittee, and a nominating and corporate govesmaommittee.

Audit Committee The audit committee selects, on behalf of ourtha@d directors, an independent public accounting fo be engaged to audit our financial statem
discuss with the independent auditors their inddpene, review and discuss the audited financiééstents with the independent auditors and manageamehrecommend to ¢
board of directors whether the audited financiaisud be included in our Annual Reports to be fiteth the Securities and Exchange Commission. ThditACommittee operat
pursuant to a written charter, which was adoptdatdsey 3, 2005. The current members of the auditrodtee are Messrs. Boveroux and Wesner.

All of the current members of the Audit Committe® amon-employee directors who: (1) meet the catéor independence set forth in Rule 18f)(1) under th
Securities Exchange Act of 1934, as amended (tlkel&nge Act”); 2) have not participated in the preparation offtnancial statements or the financial statement®©péxa; an
(3) are able to read and understand fundamentahdial statements, including a balance sheet, iecstatement and cash flow statement. The boardié@smined that M
Boveroux qualifies as an “Audit Committee Finand&apert” as defined by item 401(e) of RegulatioB $f the Exchange Act.

Compensation CommitteeThe compensation committee reviews and eitherougs, on behalf of our board of directors, or rentends to the board of directors
approval (1) the annual salaries and other compiensaf our executive officers and (2) individuabek and stock option grants. The compensation citteenalso provide
assistance and recommendations with respect tccaumpensation policies and practices and assists tvé administration of our compensation plans. Tr@mbers of ot
Compensation Committee are independent directodefised in the applicable rules and regulatiorsprigated by the SEC, and are neither an officerengployee of us or o
subsidiary. The Compensation Committee operatesupat to a written charter, which was adopted Audds 2004. The current members of the compensationmittee ar
Messrs. Wesner and Frison.

Nominating and Corporate Governance Committdde nominating and corporate governance commassésts our board of directors in fulfilling itssponsibilitie
by: identifying and approving individuals qualifi¢éd serve as members of our board of directorectiel director nominees for our annual meetingshafreholders, evaluating
performance of our board of directors, and develgpand recommending to our board of directors a@fgogovernance guidelines and oversight with retspe corporat
governance and ethical conduct. Messrs. WesnerjiKand Frison are the current members of the Notimgand Corporate Governance Committee, all of winave been four
by the Board of Directors to be an “independenéatmr” pursuant to the applicable rules and regulatiomsnpitgated by the SEC. This committee operates puatsio a writte
charter adopted on February 3, 2005.
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Compensation Committee Interlocks And Insider Rgudition . Our Compensation Committee is comprised of Mesatssner and Frison. None of the comm
members has ever been an employee of PharmaFsoGtep. None of our executive officers serve aseanber of the board of directors or compensationmitee of any entit
that has any executive officer serving as a merabeur Board of Directors or Compensation Committee

Compensation of Directors

Mr. Boveroux is compensated $3,000 per month an@d0ibquarterly plus $2,000 for each regular Boaestimg attended in person and $1,000 for each aegudetin:
attended by teleconference. Mr. Boveroux is alsmmpensated $1,000 for each Audit Committee meetm@tiends. Mr. Kamin is compensated $3,000 per imant $2,50
quarterly plus $1,000 for each regular Board meggittended in person and $500 for each regularingeattended by teleconference. Mr. Kamin is alsmpensated $500 for e¢
Nominating Committee meeting he attends. Messrssnafeand Frison are compensated $2,500 quartery$il,000 for each regular Board meeting attendgzkison and $5!
for each regular meeting attended by teleconferekite Wesner is compensated $500 for each committeeting he attends and Mr. Frison is compensate@08$ for eac
Compensation Committee meeting he attends and f&Bach Nominating Committee meeting he attends.MtWilliams who is a director and an officer dawst receive ar
compensation for his services as a member of oardbof directors. We reimburse our directors favél and lodging expenses in connection with théendance at board ¢
committee meetings.

EXECUTIVE COMPENSATION
Summary Compensation Table

The following tables set forth certain informaticegarding our CEO and each of our most higtdyapensated officers whose total annual salarybands for the fisc.
years ending December 31, 2005, 2004 and 2003 é&dek100,00C

Long Term Compensation

Annual Compensation Awards
Securities Underlying All Other
Name and Salary Bonus Options Compensation
Principal Position Year $) $) #) $)

David B. McWilliams (1) 200t 250,00( - 50,00( -
200¢ 83,00( - 370,000 (3 -
200z - - - -

C. William Rouse (3) 200t 180,00( - 50,00( -
200¢ 77,50( - 100,000 () -
200¢ - - - -

Warren Lau (4) 200& - - - -
200< 98,00( - - -
200¢ - - - -
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Jason Otteson (5) 200t - o - -

200¢ 42,00( - - -
200z 102,00( - 24,00( -
2) Served as chief executive officer since August 2004
2) See “Executive Employment Contracts” for a disomsgif the option.
3) Served as chief financial officer since May 2004.
4) Served as chief executive officer from June 200duph August 2004.
(5) Served as chief executive officer until June 2004.
Option Grants in Last Fiscal Year
(Individual Grants)
Number of % of Total Options
Name Securities Options Granted to Fiscal Exercise/Base Price Expiration
Granted Year ($/Share) Date
David B. McWilliams 50,000 2% 3.00 01/21/2010
C. William Rouse 50,000 2% 3.00 01/21/2010
Warren Lau - - - -
Jason Otteson - - - -
Options Exercises and Fiscal 2005 Year End Values
Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at December 31 2005 at December 31 2005 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
C. William Rouse 1 (1)
133,33 16,667 —0—( ) -0-

Warren Lau

Jason Otteson - - - -

€))
@

The value of “in-the-moneystock options represents the difference betwee®3H@0 exercise price of such options and thenfisirket value of $0.60 per share of comi
stock as of December 31, 2005, the closing pricdh@tommon stock reported on the OTC Bulletin Bdar December 30, 2005.

The value of “in-the-money” stock options represehe difference between the $3.00 exercise pfi&@3 333 options and the fair market value of $(é6share of
common stock as of December 31, 2005, the clogiieg pf the common stock reported on the OTC BullBbard for December 30, 2005.

No options were exercised during the fiscal yealeehDecember 31, 2005. No stock appreciation riglet® outstanding at the end of the 2005 fiscat.yea

Executive Employment Contracts

Mr. David B. McWilliams has an existing employmeagreement with us that he entered into effectivgust 23, 2004. Mr. McWilliamsturrent agreement for t

position of chief executive officer is at an annsalary of $250,000 and may be terminated by wdroiMcWilliams at any time for any or no reason..McWilliams has the rigl
to purchase 370,000 shares of our common stoclkate per share of $3.00, of which 10,000 shaess @n the 1st day of each month of Mr. McWilliaresiployment. In Janua
2005, Mr. McWilliams was granted an option to pwsh 50,000 shares of our common stock at a purghiaseof $3.00 per share.
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C. William Rouse entered into an employment agregmexpiring April 2006, providing for an annualay of $180,000. Mr. Rouse has the right to puseh&00,00
shares of our common stock at a price per sha8®0. This option will vest in three parts: 33,388 April 29, 2005, 33,333 on April 29, 2006 andafily 33,334 on April 2¢
2007. Any unexercised options will expire on Af@8, 2009. In January 2005, Mr. Rouse was grantegpéon to purchase 50,000 shares of common stoakparchase price
$3.00 per share.

Mr. Jim C. Williams has an existing employment a&gnent with us that he entered into effective Noven#) 2004. Mr. Williamsturrent agreement for the positior
chief operating officer is at an annual salary 81%,000 and may be terminated by us or Mr. Willismhsny time for any or no reason. In November 2004 Williams wa:
granted a five year option to purchase 125,000eshaf common stock at a purchase price of $3.0&pere with such option vesting on the one yeaivansary of the grant de
over a period of three years. In December 2005,Wiliams was granted a 10 year option to purche® 000 shares of our common stock at a purchase gf $0.70 per sha
with such option vesting on the one year annivgrséthe grant date over a period of four years.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth the number of shasur common stock beneficially owned as of Deben81, 2005 by:
« those persons or groups known to beneficially ovanerthan 5% of our common stock;
« each of our executive officers and directors; and
« all of our directors and executive officers as augr.

For purposes of this table, beneficial ownershiglesermined in accordance with Rule 13g¢gromulgated under the Securities Exchange Act9%4. Except ¢
indicated below, the security holders listed possede voting and investment power with respedthéoshares beneficially owned by that person.

Number of Percentage of
Name and Address of Beneficial Owner(1) Shares Owned Class(2)
George Jarkesy, Jr. (3) 1,897,88 9.10%
Top Tier Investments (4) 1,228,83 5.96%
Terry Wesner (5) 458,88: 2.20%
David B. McWilliams (6) 387,97: 1.85%
C. William Rouse ((7) 311,50° 1.50%
Anthony N. Kamin (8) 170,001 *
Jim C. Williams (9) 108,37t *
Sandy Livney (10) 63,33: *
Paul M. Frison (11) 38,33: *
Brooks Boveroux (12) 16,66" *
Donna R. Rill (13) 23,617 *
All directors and executive officers as a groupéssons including the executive officers and doestisted above 1,383,361 6.44%

* Less than 1%.
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©)

Q)

®)

(6)

@

®)

©)

(10)

1y

(12

(13)

Unless otherwise indicated the address of the b@akdwner is: c/o PharmaFrontiers Corp., 2638Kescent Ridge Drive, The Woodlands, Texas 77
Ownership percentages are based on 20,619,545%stfaremmon stock issued and outstanding as of iDeee31, 200=

Includes 635,387 shares held by the Jarkesy Foiamgddtc. Mr. Jarkesys spouse holds voting and dispositive power wisipeet to these shares. (3) Address for
Jarkesy and Jarkesy Foundation is 18205 BurkhasedtlRTomball, TX 77377

Address of the beneficial owner is 1103 North Bagrf, Newport Beach, CA 926-1237.

Includes 33,332 shares of common stock that Mr.n&emay purchase upon exercise of stock optiortsatieacurrently vested or will become vested witBinday
of March 15, 2006. Includes 181,977 shares of comstock that Mr. Wesner may purchase upon exeddisearrants that are currently exercisable and bgltr.
Wesner and his wife Mary Ann Wesn

Includes 243,333 shares of common stock that MWMillams may purchase upon exercise of stock otitvat are currently vested or will become vestéHin6C
days of March 15, 2006. Includes 78,383 sharemwfroon stock that Mr. McWilliams may purchase uprereise of warrants that are currently exercise

Includes 133,333 shares of common stock that MusRanay purchase upon exercise of stock optiorisathecurrently vested or will become vested witBinday
of March 15, 2006. Includes 13,753 shares of comstock that Mr. Rouse may purchase upon exercigseaafants that are currently exercisal

Includes 65,000 shares of common stock that Mr. idamay purchase upon exercise of stock optionsahaturrently vested or will become vested witbinday:
of March 15, 2006

Includes 41,667 shares of common stock that Drligkis purchase upon exercise of stock optionsahaturrently vested or will become vested withindays o
March 15, 2006. Includes 30,991 shares of commaeckshat Dr. Williams may purchase upon exerciseafrants that are currently exercisal

Includes 10,000 shares owned by Mrs. Liviseliusband, David. Includes 13,333 shares of comstmrk that Mrs. Livney may purchase upon exercisstack
options that are currently vested or will becomst®d within 60 days of March 15, 2006. Include9)@8,shares of common stock that Mrs. Livhey maychas:
upon exercise of warrants that are currently esafile. Includes 15,000 shares of common stockMingit Livney’s husband, David, may purchase upon exerc
warrants that are currently exercisal

Includes 38,333 shares of common stock that Msdfrimay purchase upon exercise of stock optiorisatieacurrently vested or will become vested witBihday
of March 15, 2006

Includes 16,667 shares of common stock that Mr.eBowx may purchase upon exercise of stock optibasdre currently vested or will become vested iwiiC
days of March 15, 200!

Includes 20,000 shares of common stock that Misni&ly purchase upon exercise of stock optionsdhaturrently vested or will become vested withindays of
March 15, 2006
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SELLING STOCKHOLDERS

No stockholder may offer or sell shares of our cammtock under this prospectus unless such stodi&hblas notified us of his or her intention to shlares of ot
common stock and this prospectus has been dedfiettive by the SEC, and remains effective attiime such selling stockholder offers or sells sabhres. We are requirec
amend this prospectus to reflect material develogsi@ our business, financial position and resoiitsperations. Each time we file an amendmenhi® grospectus with the SE
it must first be declared effective prior to théeofor sale of shares of our common stock by thlengestockholders.

The common stock covered by this prospectus ietoftered for the account of the selling stockhadda the following table. The selling stockholderay from time t
time sell all, some or none of the shares of comstook offered by this prospectus.

The following table, which we have prepared basednformation provided to us by the applicable isgllstockholder, sets forth the name, the numbeshafes ¢
common stock beneficially owned by the selling Bhaiders intending to sell our common stock andrttimber of shares of common stock to be offeredessnset forth beloy
none of the selling stockholders selling in conigectvith the prospectus has held any position icefwith, been employed by, or otherwise has hathterial relationship with |
or any of our affiliates during the three yearoptb the date of the prospectus.

Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
682501 Alberta Ltd. 3. 41,66¢ 41,66¢ -0- *
AFDSMSSAS, L.P. 4. 35,00( 35,00( -0- *
Albert and Margaret Alkek Foundation 5 416,66¢ 416,66¢ -0- *
Alkek & Williams Ventures 6. 341,66¢ 341,66t 0- *
Alpine Atlantic Asset Management AG 7. 868,86: 868,86: -0- *
Anastasios & Tabitha Belesis 8. 1,867 1,867 -0- *
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Andrew B. & Shanna Sue Linbeck 9. 85,00( 85,00( -0-

Anthony J. Spatacco, Jr. 10. 51,54% 51,54% -0-

Anthony M. Sensoli 11. 176,26: 176,26: -0-

Anthony M. Sensoli, IRA Charles Schwab & Co., IGustodian 12. 31,247 31,247 -0-

Archie McK Malone 13. 93,67« 93,67« -0-

Armand LaSorsa 14. 165 165 -0-

Arthur J. & Phyllis C. Goodwin 2001 Family Trust 2d 4-26-01 15. 20,82« 20,82« -0-

Ball Family Trust dtd 03/08/96

Richard K. Ball & Polly Ball

Co-TTEEs 16. 31 31 -0-

Beverly B. Arnold 17. 166,66¢ 166,66¢ -0-

Beverly E. Wrubel 18. 20,75¢ 20,75¢ -0-

Billie Willmon Jenkin 19. 42,23] 42,23 -0-

Bobby D. Perry 20. 83,33t 83,33t -0-

Bradley S. Stewart 21. 53,96 53,96 -0-

Brewer & Pritchard, PC 22. 365,83t 365,83t -0-

Bruce C. Marek 23. 215,57: 215,57: -0-

Bruno Nordberg 24, 41,75( 41,75( -0-

Bruno or Joan A. Nordberg, JWROS 25. 51,83¢ 51,83¢ -0-

C. William Rouse 26. 311,50! 26,67: 284,83
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
Cameron Living Trust Ltd 8/31/95 27. 20,73t 20,73t -0-
Capital Growth Planning 28. 46 46 -0-
Carmelo Troccoli 29. 35C 35C -0-
Centrum Bank AG 30. 206,66 206,66 -0-
Charles L. Bradley 31 83,33t 83,33t -0-
Cimarron Biomedical Equity Master Fund, L.P. 32. 416,66¢ 416,66¢ -0-
Citigroup Global Markets Custodian FBO Mary Ann \Wes
2004 Roth IRA 33. 9,28¢ 9,28¢ -0-
Citigroup Global Markets Custodian FBO Mary Ann Wes
2005 Roth IRA 34. 5,06¢ 5,06¢ -0-
Citigroup Global Markets Custodian FBO Terry Wes2804 Roth IRA 35. 7,224 7,224 -0-
Citigroup Global Markets Custodian FBO Terry Wes2805 Roth IRA 36. 9,28¢ 9,28¢ -0-
CKW LLC 37. 41,66¢ 41,66¢ -0-
Clariden Investments LTD 38. 107,78t 107,78! -0-
Clemente Capital Management, LLC 39. 3,73 3,73: -0-
Crestview Capital Master, LLC 40. 1,250,001 1,250,001 -0-
Crutchfield Family 1976 Trust 41. 103,40: 103,40: -0-
Dale W. Spradling 42. 345,50: 215,50: 130,00(
Daniel L. Zimmerman 43. 51,92« 51,92« -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

David B. McWilliams 44. 387,97: 142,63¢ 245,33:

David Carl Lustig, I 45, 33,33¢ 33,33¢ -0-

David Livney 46. 25,00( 25,00( -0-

David P. Haswell 47. 21,18( 21,18( -0-

David R. & Alice M. Evers 48. 154 154 -0-

Davis Investments V LP 49, 1,532,08! 1,474,311 57,77:

Delaware Charter Guaranty & Trust foo Andre Gu&A | 50. 16,85 16,85 -0-

Delaware Charter Guaranty & Trust fbo Gisele GUB®A 51. 25,27 25,27 -0-

Delaware Charter Guaranty & Trust fbo Ronald BrapgWRA 52. 21,25¢ 21,25¢ -0-

Dietrich & Rosemarie Riemer 53. 50,00( 50,00( -0-

DLD Family Investments, LLC 54. 333,33! 333,33! -0-

Donald G. Stewart 55. 202,11: 202,11: -0-

Donald J. Zinda 56. 31 31 -0-

Donald M. Ureel Trust dtd 09/24/97; Donald M. UreETEE 57. 24C 24C -0-

Donald Zinman 58. 20€ 20€ -0-

Douglas Alan Jenkin 59. 83,05( 83,05( -0-

Douglas J. Cook & Christine Cook 60. 31 31 -0-

Douglas Miller 61. 6,54¢ 6,54¢ -0-
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Number and % of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

E. Elaine Schuster 62. 41,55 41,55 -0-

E55 LP 63. 41,66¢ 41,66¢ -0-

Edward W. Gray and Sharon H. Gray 64. 20,69¢ 20,69¢ -0-

Elizabeth J. Hanson 65. 50,00( 50,00( -0-

Elizabeth J. Hanson, IRA 66. 20,78 20,78 -0-

Enable Growth Partners LP 67. 1,322,261 1,322,261 -0-

Enable Opportunity Partners LP 68. 150,00 150,00 -0-

Ervin Living Trust 69. 42,33 42,33 -0-

Ervin Living Trust Dtd.7/6/95, Robert D. Ervin & RiY. Ervin Co-

TTEES 70. 41,66¢ 41,66¢ -0-

First Trust Corporation TTEE FBO: Lynn C. Kalcic 71. 9,96: 9,96: -0-

First Trust Corporation TTEE FBO: Mary A. Kalcic 72. 27,381 27,381 -0-

Frank M. Mandola 73. 86,22¢ 86,22¢ -0-

Fred S. Harper 74, 114,24: 114,24: -0-

Gary Hanson & Elizabeth Hanson 75. 22,23¢ 22,23¢ -0-

Gemini Master Fund, Ltd. 76. 207,69 207,69 -0-

Geoffrey Kopecky 77. 55€ 55€ -0-

George E. Liberato 78. 43,11« 43,11« -0-

George Jarkesy, Jr. 1,212,501 1,212,501 -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

George and Linda Boston 79. 8,25( 8,25( -0-

Gerald L. King & Sherry J. King 80. 31 31 -0-

Gerald W. Brown 81. 31 31 -0-

Greeley Orthodontic Center, P.C. Profit Sharingstfoo Gary J.

Kloberdanz 82. 171 171 -0-

Gregg Lerman 83. 3,73 3,73 -0-

H. Michael Lambert 84. 258,10! 213,10! 45,00(

Harold E. Tellefsen Trust 85. 58,26¢ 58,26¢ -0-

Harry Groszecki 86. 75,00( 75,00( -0-

HRBFA Custo. of the IRA FBO Mary Ann Sharrow 87. 75,01¢ 75,01¢ -0-

HRBFA Custo. of the IRA FBO Paul G. Sharrow 88. 70,84¢ 70,84¢ -0-

|. Dwyane Davis 89. 82,987 82,987 -0-

Insiders Trend Fund LP 90. 90,54 90,54 -0-

J. Roy Jones & James M. Jones, Charitable Remauhigust 91. 31 31 -0-

Jack Dulworth 92. 83,33t 83,33t -0-

Jack M. Franks Revocable Trust dtd 06/25/91; Jackdnks, TTEE) 93. 10z 102 -0-

James A. Boston 94. 25,33t 25,33t -0-

James E. Striedel 95. 107,13! 107,13! -0-

James G. Geistfeld Living Trust 96. 20,76: 20,76: -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Jarkesy Foundation, Inc. 97. 635,38 635,38 -0-

Jaye S. Venuti, D.D.S. Retirement Plan Trust; Jy#enuti & Michael

Yokoyama, TTEES 98. 137 137 -0-

Jerome T. Usalis 99. 606,88t 606,88t -0-

Jerry Sexton 100 3,94¢ 3,94¢ -0-

Jessica Spradling 101 250,00( 250,00( -0-

Jimmy C. Williams 102 108,37t 54,65: 53,72«

John C. Bult, TTEE 103 31 31 =0:

John G. Ariko, Jr. 104 348 348 -0-

John H. Crutchfield 105 206,87 206,87 -0-

John Parmigiani 106 1,867 1,867 -0-

John T. Borgese 107 99,05: 99,05: -0-

Jonathan Rich 108 33¢ 33¢ -0-

Joseph D. Mandola 109 171,01( 171,01( -0-

Joseph L. Draskovich 110 21,167 21,167 -0-

Joyce E. Burris 111 21,22: 21,22: -0-

JSM Capital Holdings Corp. 112 1,22¢ 1,22¢ -0-

Kalcic Exemption Trust 113 21,20¢ 21,20¢ -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Kenneth & Jill Flint, TTEES - The Kenneth W. Fliiamily Protection Tr. 114 62 62 -0-

Kenneth O. Stahl/Frederick R. Stahl, Jr. (POA) 115 15 15 -0-

Kirk Folkerts 116 202,58t 149,41¢ 53,167

Lakeview Direct Investments, LP 117 166,66¢ 166,66¢ -0-

Larry R. Cramer 118 33¢ 33¢ -0-

Lawrence S. Yunker 119 12,37: 12,37: -0-

LB (Swiss) Private Bank LTD 120 53,87¢ 53,87¢ -0-

Linda M. Barone/Larry R. Zilli 121 51,94: 51,94: -0-

Liparus, LLC 122 20,74: 20,74: -0-

Lippert Heilshorn & Associates Inc. 123 33,22t 33,22t -0-

Lone Star No. 1, Ltd 124 85,00( 85,00( -0-

Lorie Cook 125 2,61¢ 2,61¢ -0-

Louis R. Reif 126 75,53¢ 52,93¢ 22,60(

Lynn Rach 127 80 80 -0-

Marcus F. Wray 128 41,66¢ 41,66¢ -0-

Mark A. Stewart 129 244,42. 191,25 53,16"

Mark S. Boland 130 83,75¢ 83,75¢ -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Mark Stutzman 131 5,35¢ 5,35¢ -0-

Mary A. Kalcic Irrevocable Trust dtd 11/11/87 - P#&alcic, TTEE 132 31 31 -0-

Michael and Kristine Marrale 133 50,00( 50,00( -0-

Michael Hamblett 134 103,40: 103,40: -0-

Michael K. Boudreaux 135 20,72¢ 20,72¢ -0-

Michael C. Neumann 136 20,97t 20,97t -0-

Millard B. Ryland, IRA 137 58,33: 58,33: -0-

Mitchell Sassower 138 25,00( 25,00( -0-

Monarch Capital Group, LLC 139 85C 85C -0-

Nancy A. Korpi 140 20€ 20€ -0-

Nancy R. Greer Lini 141 41,23 41,23 -0-

Nelson Wooster Living Trust; Nelson Wooster, TT 142 15 15 -0-

NFS LLC/FMTC FBO Richard E Crawfol 143 103,84 103,84 -0-

Nick Lippuner & Marianne Lippune 144 62,95: 62,95: -0-

Norman R. Morris Living Trus 145 41,66¢ 41,66¢ -0-

Oxnard Camarillo Anesthesiologist Group MPP; Vahc&alcic TTEE 146 171 171 -0-

Pamela Dru Sutton 147 51,80 51,80 -0-

Panacea Fund, LLC 148 417,50( 417,50( -0-

Pankaj A. Patel 149 207,14t 207,14t -0-
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of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Parsifal Investments, L.P. 150 87,50( 87,50( -0-

Patrick Linbeck 151 78,60" 28,60 50,00(

Paul G. Sharrow 152 20,76: 20,76: -0-

Paul Masters, IRA 153 103,12¢ 103,12¢ -0-

Pershing LLC as Custodian FBO Kinnary Patel RolidfRA 154 82,47 82,47¢ -0-

Pershing LLC as Custodian FBO Kinnary Patel RotA IR 155 82,47 82,47 -0-

Peter Bischofberger 156 46 46 -0-

Pinnacle Trust Co., LTA 157 416,66¢ 416,66¢ -0-

Plum Glen Partners, L.P.; Jerry Mendelson Geneagther 158 171 171 -0-

Provident Premier Master Fund, Ltd 159 414,29. 414,29. -0-

Ratcliff Investments; Attn: Robert Ratcliff 160 171 171 -0-

Renaissance Interests, L.P. 161 175,00( 175,00( -0-

Richard N. Ernst 162 207,69 207,69 -0-

Richard T. Jeleniewski 163 52,02¢ 52,02¢ -0-

Robert F. Donathan 164 206,87 206,87 -0-

Robert H. & Joy D. Caldwell, TTEES - Caldwell Fayilrust - U/A dated

7122/85 165 15 15 -0-

Roland Hartman 166 303,88: 103,88: 200,00(

Ronald Brangwyn 167 41,66¢ 41,66¢ -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Rudy Aguirre and

Therese Mosqueda Ponce 168 21,25¢ 21,25¢ -0-

S. Edmund Resciniti 169 83,33t 83,33t -0-

SAA Trust 170 41,75( 41,75( -0-

SAA Trust, Paul & MaryAnn Mallis TTEES 171 31,11 31,11 -0-

Salient Partners 172 87,92( 87,92( -0-

Sam Buck 173 50,00( 50,00( -0-

Sanders Morris Harris 174 540,14: 540,14: -0-

Sandra L. Livney 175 38,33: 25,00( 13,33

Schroder & Co Bank AG 176 366,35¢ 366,35¢ -0-

Scott B. Seaman 177 100,00( 100,00( -0-

Scott Shapiro 178 3,73 3,73 -0-

Shantilal C. Patidar 179 139,94« 94,94 45,00(

SIBEX Capital Fund, Inc. 180 500,00( 500,00( -

SMI Re Limited 181 2,558,26! 2,358,26! 200,00(

Snehal Patel 182 322,31t 322,31t -0-

Snehal S Patel & Kinnary Patel, Jt. Tenants in Comm 183 685,07: 685,07: -0-

Stahl Family Revocable Living Trust dated 8-23-01 184 21,17« 21,17« -0-

Starboard Capital Markets 185 1,00 1,00 -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Stephen Cox 186 2,711 2,711 -0-

Sterling Trust Co fbo Carol A. Wynn 187 41,237 41,237 -0-

Sterling Trust Company, Custodian fbo Harold El&fsen 188 38,42: 38,42: -0-

Steven Sack 189 50,00( 50,00( -0-

Stone & Sutton, P.A. P/S Trust Pam Sutton, Trustee 190 20,72: 20,72: -0-

Suzette Brown Special Needs Trust - Melodie Z. Sdatistee 191 46 46 -0-

Sylvan Associates; Paul A. Kalcic Managing Partner 192 31 31 -0-

T. William Merrill 193 83,33 83,33 -0-

TCMP3 Partners, L.P. 194 207,62t 207,62t -0-

Terry H. Wesner 195 302,77: 215,36! 87,40¢

Terry Wesner & MaryAnn Wesner 196 106,55: 106,55: -0-

The Barr Asset Family Lt. Partnership, Warren B&eneral Partner 197 31 31 -0-

The G. W. Sleezer Revocable Trust dtd 12/04/89 198 30¢ 30¢ -0-

The Hazen A. Sandwick & Josephine Sandwick Revechbling Trust 199 62 62 -0-

Thomas K. Benedict & Liesbeth L. Benedict 200 19¢ 19¢ -0-

Thomas S. Brower 201 15 15 -0-

Thomas Suppanz 202 3,50( 3,50( -0-

Thomas Thompson 203 4,63( 4,63( -0-
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Number and % of

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

Timothy L. Brawner 204 20,76 20,76 -0- *
Todd R. Allen 205 62,51 62,51 -0- *
Tom Tice 206 2,61¢ 2,61¢ -0- *
Trappe & Dusseault P.A. Profit Sharing Plan Tri&2351454; Owen S.
Trappe & Brian Dusseault, TTEES 207 171 171 -0- *
Trevor J. Brown, Inc. DB Pension Plan, Trevor Jown &/or Annette
Kowalaski, TTEES 208 154 154 -0- *
University of Chicago 550,39 550,39 -0- *
vFinance Managed by Jonathan C. Rich 209 8,597 8,597 -0- *
Walter Miller 210 6,81¢ 6,81¢ -0- *
Walter W. Pollack, Jr. 211 250,00( 250,00( -0- *
Yellowstone Equity Partners, Ltd. 212 162,50( 162,50( -0- *
FOOTNOTES:

1. Beneficial ownership is determined in accordandt wie rules of the Securities and Exchange Coniomsnd generally includes voting or investment powith respet
to securities. Shares of common stock subject t@og or warrants currently exercisable or exeldisavithin 60 days of March 16, 2005 are deemedtanting fo
computing the percentage of the person holding sption or warrant but are not deemed outstandingdmputing the percentage of any other person.

2. Percentage is based on 20,967,035 shares of comstockoutstanding.
3. Includes 25,001 shares of common stock underlyiagamts

4. Includes 21,000 shares of common stock underlyimgramts. Saleh M Shenaq exercises voting and dismogower over all of the shares beneficially @anby
AFDSMSSAS.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

. Includes 250,001 shares of common stock underlyagants. Albert & Margaret Alkek Foundation is avpte investment fund. Scott Seaman exercise\gain(

dispositive power over all of the shares benefigialvned by Albert & Margaret Alkek Foundation.

. Includes 205,001 shares of common stock underlyingants. Alkek & Williams Ventures is a privatevestment fund. Scott Seaman exercises voting aspbslitive

power over all of the shares beneficially owneditkek & Williams Ventures.

. Includes 445,718 shares of common stock underlyiagants. Alpine Atlantic Asset Management AG iprivate investment fund. Willy Betschart exercisesing anc

dispositive power over all of the shares benefigialvned Alpine, a Zurich based private investnfend.

. Includes 1,867 shares of common stock underlyingamés. Anastasios and Tabitha Belesis are finamaasultants and acquired these securities fagsalr of th

Company’s June/July 2005 funding.

. Includes 51,000 shares of common stock underlyiagamts.

Includes 26,428 shares of common stock underlyiagamts.
Includes 90,458 shares of common stock underlyiagamts.

Includes 16,048 shares of common stock underlyiagramts. Anthony M. Sensoli exercises voting arspadsitive power over all of the shares beneficiallyned b'
Anthony M. Sensoli, IRA Charles Schwab & Co., I@ustodian.

Includes 51,704 shares of common stock underlyiagants.
Includes 165 shares of common stock underlying aves:

Includes 10,695 shares of common stock underlyiagamts. Arthur J. Goodwin exercises voting angasgtive power over all of the shares beneficiallyned by Arthu
J. & Phyllis C. Goodwin 2001 Family Trust Dated @-Q@1.

Includes 31 shares of common stock underlying wésra

Includes 100,001shares of common stock underlyiagamts.
Includes 10,653 shares of common stock underlyiagamts.
Includes 21,742 shares of common stock underlyiagants.
Includes 50,001 shares of common stock underlyiagants.
Includes 27,877 shares of common stock underlyiagants.

Includes 20,001 shares of common stock underlyingramts. Brewer and Pritchard, PC is a professioogloration. Thomas Pritchard exercises voting @isgositive
power over all of the shares beneficially ownedgwer and Pritchard PC.

Includes 111,342 shares of common stock underhiagants.
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24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

Includes 25,050 shares of common stock underlyiagamts.
Includes 26,603 shares of common stock underlyiagants.
Includes 13,753 shares of common stock underlyiagamts and 133,333 options that are vested witxarcise price of $3.00.

Includes 10,641 shares of common stock underlyingants. Mr. George R. Cameron exercises votingdisubsitive power over all of the shares beneficiawned by
Cameron Living Trust.

Includes 46 shares of common stock underlying wésra

Includes 350 shares of common stock underlying avast Carmelo Troccoli is a financial consultand acquired these securities for a result of the @gamg’'s June/Jul
2005 funding.

Includes 106,000 shares of common stock underlyiagants. William Pinamonti exercises voting andpdiitive power over all of the shares beneficiallyned b
Centrum Bank AG.

Includes 50,001shares of common stock underlyingamés.

Includes 250,001 shares of common stock underlyiagants. Cimarron Biomedical Equity Master Funaisinvestment fund. J. H. Cullum Clark has the @ote vot
and dispose of PharmaFrontiers Common Stock owpetirbarron Biomedical Equity Master Fund.

Includes 4,763 shares of common stock underlyingamés. Mary Ann Wesner exercises voting and disipespower over all of the shares beneficially @dnby Man
Ann Wesner, 2004 Roth IRA.

Includes 2,597 shares of common stock underlyingamés. Mary Ann Wesner exercises voting and disipespower over all of the shares beneficially @dnby Man
Ann Wesner, 2005 Roth IRA.

Includes 3,704 shares of common stock underlyingamés. Terry Wesner exercises voting and dispasiiower over all of the shares beneficially owrdTerry
Wesner, 2004 Roth IRA.

Includes 4,763 shares of common stock underlyingamés. Terry Wesner exercises voting and dispasiiower over all of the shares beneficially owrdTerry
Wesner, 2005 Roth IRA.

Includes 25,001 shares of common stock underlyingamts. CKW LLC is a private investment fund. DhdiKowalick exercises voting and dispositive poweer all o
the shares beneficially owned by CKW LLC.

Includes 55,671 shares of common stock underlyingamts. Clariden Investments LTD. Is a privateestment fund. Rictee Ingram exercises voting and dispos
power over all of the shares beneficially ownedXgriden Investments LTD.

Includes 3,733 shares of common stock underlyingamss. Clemente Capital Management, LLC is an stwent firm that acquired these securities for mwdéng
activities. Guy Clemente has the power to vote disdose of PharmaFrontiers Common Stock owned byn€hte Capital Management, LLC.
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40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

Includes 750,000 shares of common stock underlywagrants. Crestview Capital Master, LLC is a privanvestment fund. Daniel |. Warsh exercises votamg
dispositive power over all of the shares benefigialvned by Crestview Capital Master, LLC.

Includes 53,041 shares of common stock underlyimgramts. John Crutchfield exercises voting and afigjve power over all of the shares beneficiallyned by
Crutchfield Family 1976 Trust

Includes 111,301 shares of common stock underhyiagants.

Includes 26,654 shares of common stock underlyiagants.

Includes 78,383 shares of common stock underlyiagamts and 243,333 options that are vested witxarcise price of $3.00.
Includes 20,001 shares of common stock underlyiagants.

Includes 15,000 shares of common stock underlyiagamts.

Includes 10,908 shares of common stock underlyiagamts.

Includes 154 shares of common stock underlying avest

Includes 794,590 shares of common stock underlyiagants. Davis Investments V, LP is a private gtieent fund. Christopher Davis exercises voting disgositive
power over all of the shares beneficially ownedayis Investments V, LP.

Includes 8,671 shares of common stock underlyingamés. Andre Guay exercises voting and dispospiower over all of the shares beneficially ownedAnygre Guay
IRA.

Includes 13,006 shares of common stock underlyiagamts. Gisele Guay exercises voting and dispesitower over all of the shares beneficially owbgdsisele Gua
IRA.

Includes 10,953 shares of common stock underlyiagamts. Ronald Brangwyn exercises voting and disipe power over all of the shares beneficiallyn@d by Ronal
Brangwyn, IRA.

Includes 30,000 shares of common stock underlyiagamts.

Includes 200,001 shares of common stock underlyiagants. Laura Liang exercises voting and disp@sftower over all of the shares beneficially owhgdDLD Family
Investments, LLC.

Includes 107,768 shares of common stock underkiagants.
Includes 31 shares of common stock underlying wésra
Includes 240 shares of common stock underlying avest
Includes 206 shares of common stock underlying avest
Includes 42,630 shares of common stock underlyiagamts.
Includes 31 shares of common stock underlying wésra
Includes 6,548 shares of common stock underlyingamés.
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62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

Includes 21,332 shares of common stock underlyiagamts.
Includes 25,001 shares of common stock underlyiagants. Fanny Chan exercises voting and dispesitbwer over all of the shares beneficially owngdEB5LP.
Includes 10,616 shares of common stock underlyiaganmts.
Includes 30,000 shares of common stock underlyiaganmts.

Includes 10,670 shares of common stock underlyiagamts. Elizabeth J. Hanson exercises voting aspbsitive power over all of the shares benefigialivned b'
Elizabeth J. Hanson, IRA.

Includes 739,356 shares of common stock underliagants. Enable Growth Partners LP is a privatestment fund. Brendan Re&il exercises voting and disposit
power over all of the shares beneficially ownecBmable Growth Partners LP.

Includes 90,000 shares of common stock underlyiagants. Enable Opportunity Partners LP is a peiviatestment fund. Brendan il exercises voting and disposit
power over all of the shares beneficially ownecBmable Opportunity Partners LP.

Includes 21,800 shares of common stock underlyingamts. Robert D. Ervin exercises voting and digp@ power over all of the shares beneficiallynad by Ervil
Living Trust.

Includes 25,001 shares of common stock underlyiagants. Robert D. Ervin & Rita Y. Ervin CBFEES exercise voting and dispositive power ovéohthe share
beneficially owned by Ervin Living Trust Dated 796/

Includes 5,117 shares of common stock underlyingamés. Lynn C. Kalcic exercises voting and dispesipower over all of the shares beneficially odnwy First Trus
Corporation TTEE FBO: Lynn C. Kalcic.

Includes 14,066 shares of common stock underlyiagants. Mary A. Kalcic exercises voting and dis{pes power over all of the shares beneficially @erby First Trus
Corporation TTEE FBO: Mary A. Kalcic.

Includes 44,537 shares of common stock underlyiagants.
Includes 62,244 shares of common stock underlyiagamts.
Includes 12,145 shares of common stock underlyiagamts.

Includes 106,616 shares of common stock underlyingants. Gemini Master Fund, Ltd. is a privateestment fund. Steven Winters exercises voting asploditive
power over all of the shares beneficially owned3smini Master Fund, Ltd.

Includes 556 shares of common stock underlying avest
Includes 22,268 shares of common stock underlyiagants.
Includes 4,950 shares of common stock underlyingamés.
Includes 31 shares of common stock underlying wésra
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81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

Includes 31 shares of common stock underlying wdsta
Includes 171 shares of common stock underlying aves:

Includes 3,733 shares of common stock underlyingamés. Gregg Lerman is a financial consultant acguired these securities for a result of the Campsalune/Jul
2005 funding.

Includes 109,863 shares of common stock underlyiagants.

Includes 33,521 shares of common stock underlyiagramts. Harold E. Tellefsen exercises voting aispabitive power over all of the shares benefigiaiivned b'
Harold E. Tellefsen Trust.

Includes 45,000 shares of common stock underlyiagants.

Includes 38,530 shares of common stock underlyiagramts. Mary Ann Sharrow exercises voting and atjve power over all of the shares beneficiallyned by
HRBFA Custodian of the IRA FBO Mary Ann Sharrow.

Includes 36,389 shares of common stock underlyingamts. Paul G. Sharrow exercises voting and digpe power over all of the shares beneficiallynad by HRBF/
Custodian of the IRA FBO Paul G. Sharrow.

Includes 46,192 shares of common stock underlyiagamts.

Includes 46,674 shares of common stock underlyiagamts. Insiders Trend Fund LP is a private inwestt fund. Anthony Marchese exercises voting disgositive
power over all of the shares beneficially ownedrsiders Trend Fund LP.

Includes 31 shares of common stock underlying vdsta
Includes 50,001 shares of common stock underlyiagamts.
Includes 103 shares of common stock underlying aves:
Includes 21,301 shares of common stock underlyiagants.
Includes 55,281 shares of common stock underlyiagants.

Includes 10,658 shares of common stock underlyiagamts. James G. Geistfeld exercises voting aspbditive power over all of the shares beneficiallyned by Jam:
G. Geistfeld Living Trust.

Includes 239,632 shares of common stock underlywagants. George Jarkesy Jr. exercises voting @&spbsitive power over all of the shares benefigiallvned b
Jarkesy Foundation.

Includes 137 shares of common stock underlying avest
Includes 361,432 shares of common stock underhyiagants.
Includes 3,949 shares of common stock underlyingamss.
Includes 150,000 shares of common stock underkyiagants.
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102.

103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

113.

114.

115.

116.

117.

118.

119.

120.

121.

122.

123.

Includes 30,991 shares of common stock underlyiagamts and 41,667 options that are vested witxarcise price of $3.00.
Includes 31 shares of common stock underlying wésra

Includes 343 shares of common stock underlying aves:

Includes 106,123 shares of common stock underkyiagants.

Includes 1,867 shares of common stock underlyingamés. John Parmigiani is a financial consultard acquired these securities for a result of the@any’s June/Jul
2005 funding.

Includes 55,832 shares of common stock underlyiagamts.

Includes 333 shares of common stock underlying avaisr Jonathan Rich is a financial consultant anpliaed these securities for a result of the Comgfmdune/July 20(
funding.

Includes 91,806 shares of common stock underlyiagamts.
Includes 10,900 shares of common stock underlyiagamts.
Includes 10,933 shares of common stock underlyiagants.

Includes 1,225 shares of common stock underlyingramés. JSM Capital Holdings Corp. is a financiahsultant and acquired these securities for a trefuthe
Company’s June/July 2005 funding.

Includes 10,925 shares of common stock underlyiagramts. Paul A Kalic exercises voting and dispasipower over all of the shares beneficially owrmdKalic
Exemption Trust.

Includes 62 shares of common stock underlying wésra
Includes 15 shares of common stock underlying wésra
Includes 80,651 shares of common stock underlyiagamts.

Includes 100,001 shares of common stock underiyiagants. Thomas Elden exercises voting and difpegiower over all of the shares beneficially odey Lakeviev
Direct Investments, LP.

Includes 339 shares of common stock underlying avest
Includes 6,343 shares of common stock underlyingamss.

Includes 27,825 shares of common stock underlyingamts. Olaf Herr exercises voting and disposipfegver over all of the shares beneficially ownedLUBy (Swiss
Private Bank LTD.

Includes 26,664 shares of common stock underlyiagants.

Includes 10,645 shares of common stock underlyingamts. Gregory Mallis exercises voting and digpaspower over all of the shares beneficially @arby Liparus
LLC.

Includes 19,935 shares underlying warrants. Keithijhpert has the power to vote and dispose oftiees owned by Lippert Heilshorn & Associates, Inc
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124.

125.

126.

127.

128.

129.

130.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142.

143.

144.

145.

146.

Includes 51,000 shares of common stock underlyingants. James H. Glanville exercises voting asgatitive power over all of the shares beneficiallyned by Lon
Star No. 1, Ltd

Includes 2,619 shares of common stock underlyingamss.
Includes 27,260 shares of common stock underlyiagants.
Includes 80 shares of common stock underlying wésra
Includes 25,001 shares of common stock underlyiagants.
Includes 105,754 shares of common stock underhiagants.
Includes 46,653 shares of common stock underlyiagamts.
Includes 5,354 shares of common stock underlyingamss.
Includes 31 shares of common stock underlying wésra
Includes 30,000 shares of common stock underlyiagants.
Includes 53,041shares of common stock underlyingamés.
Includes 10,637 shares of common stock underlyiagamts.
Includes 10,785 shares of common stock underlyiagamts.

Includes 35,000 shares of common stock underlyiagamts. Millard B. Ryland exercises voting andodistive power over all of the shares beneficiallyned by Millarc
B. Ryland IRA.

Includes 15,000 shares of common stock underlyiaganmts.

Includes 850 shares of common stock underlying avas: Monarch Capital Group, LLC is an investmemh fthat acquired these securities for underwrithagivities
Anthony Marchese has the power to vote and dispbBédarmaFrontiers Common Stock owned by Monarghit&laGroup, LLC.

Includes 206 shares of common stock underlying aves:
Includes 21,142 shares of common stock underlyiagants.
Includes 15 shares of common stock underlying vndsra

Includes 53,308 shares of common stock underlyiagamts. Richard E. Crawford exercises voting asgasitive power over all of the shares benefigiallvned by NF
LLC/FMTC FBO Richard E. Crawford.

Includes 35,971 shares of common stock underlyiagamts.

Includes 25,001 shares of common stock underlyiagrants. Norman R. Morris exercises voting and agjve power over all of the shares beneficiallyned by
Norman R. Morris Living Trusi

Includes 171 shares of common stock underlying avest
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147.

148.

149.

150.

151.

152.

153.

154.

155.

156.

157.

158.

159.

160.

161.

162.

163.

164.

165.

Includes 26,582 shares of common stock underlyiagamts.

Includes 250,500 shares of common stock underlyiagants. Panacea Fund, LLC is a private investrierdt. Charles Polsky exercises voting and disp@sfiower ove
all of the shares beneficially owned by PanacealFuhC.

Includes 106,288 shares of common stock underkyiagants.

Includes 52,500 shares of common stock underlyingawnts. Parsifal Investments, L.P. is a privatestment fund. Alfred L. Deaton Il exercises vgtiand dispositiv
power over all of the shares beneficially ownedPaysifal Investments, L.P.

Includes 28,607 shares of common stock underlyiagamts. Patrick Linbeck is a financial consultantl acquired these securities for a result of theganys June/Jul
2005 funding.

Includes 10,658 shares of common stock underlyiagants.

Includes 52,877 shares of common stock underlyiagamts. Paul Masters exercises voting and dispegbwer over all of the shares beneficially owhgdPaul Maste
IRA.

Includes 42,285 shares of common stock underlyingamts. Kinnary Patel exercises voting and digjwespower over all of the shares beneficially odr®y Kinnan
Patel Rollover IRA.

Includes 42,285 shares of common stock underlyingamts. Kinnary Patel exercises voting and digjwespower over all of the shares beneficially odr®y Kinnan
Patel Roth IRA.

Includes 46 shares of common stock underlying wésra

Includes 250,001shares of common stock underlyiagamts. Pinnacle Trust Co., LTA is a private inment fund that acquired these securities for umdeng activities
Andrew Linbeck has the power to vote and dispodet@rmaFrontiers Common Stock owned by PinnaclstTo., LTA.

Includes 171 shares of common stock underlying aves:

Includes 212,575 shares of common stock underlyiagants. Provident Premier Master Fund, Ltd. jgrimate investment fund. Steven Winters exercisaing an(
dispositive power over all of the shares benefigialvned by Provident Premier Master Fund, Ltd.

Includes 171 shares of common stock underlying avest

Includes 105,000 shares of common stock underlyiagants. Renaissance Interests, L.P. is a privastment fund. Bradley C. Karp exercises voting dispositiv:
power over all of the shares beneficially ownedR@naissance Interests, L.P.

Includes 106,616 shares of common stock underhyiagants.
Includes 26,716 shares of common stock underlyiagamts.
Includes 106,123 shares of common stock underkyiagants.
Includes 15 shares of common stock underlying wésra
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166.

167.

168.

169.

170.

171.

172.

173.

174.

175.

176.

177.

178.

179.

180.

181.

182.

183.

Includes 53,329 shares of common stock underlyiagamts.
Includes 25,001 shares of common stock underlyiagants.
Includes 10,953 shares of common stock underlyiagants.
Includes 50,001 shares of common stock underlyiagants.

Includes 25,050 shares of common stock underlyingamts. Paul and Mary Ann Mallis TTEES exerciséngpand dispositive power over all of the sharesdiicially
owned by SAA Trust.

Includes 15,968 shares of common stock underlyingamts. Paul and Mary Ann Mallis TTEES exerciséngpand dispositive power over all of the sharesdiicially
owned by SAA Trust Paul and Mary Ann Mallis TTEES.

Includes 87,920 shares of common stock underlyiagramts. Salient Partners is an investment firmt #tguired these securities for underwriting atigeéi Andrev
Linbeck has the power to vote and dispose of Phiaramiers Common Stock owned by Salient Partners.

Includes 30,000 shares of common stock underlyiagamts.

Includes 304,968 shares of common stock underlyiagants. Sanders Morris Harris is an investmem that acquired these securities for underwritiegvities. Bel
Morris has the power to vote and dispose of Pharomalers Common Stock owned by Sanders Morris Karri

Includes 15,000 shares of common stock underlyiagamts and 13,333 options that are vested witxarcise price of $3.00.

Includes 189,212 shares of common stock underlyiagants. Markus Keller exercises voting and digpa@spower over all of the shares beneficially @drby Schrodt
& Co Bank AG

Includes 60,000 shares of common stock underlyiagamts.

Includes 3,733 shares of common stock underlyingamés. Scott Shapiro is a financial consultant aoquired these securities for a result of the Camgjs June/Jul
2005 funding.

Includes 52,466 shares of common stock underlyiagamts.

Includes 300,000 shares of common stock underlyyagrants. SIBEX Capital Fund, Inc. is a private @atment fund. Oleg S. Krasnoshchek exercises vatin
dispositive power over all of the shares benefigialvned by SIBEX Capital Fund, Inc.

Includes 1,216,,959 shares of common stock unaerlyarrants. SMI Re Limited is a private investmémtd. Dr. Reginal McDaniel exercises voting andpdisitive
power over all of the shares beneficially owned3b§l Re Limited.

Includes 353,444 shares of common stock underkyiagants.
Includes 103,320 shares of common stock underkyiagants.
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184.

185.

186.

187.

188.

189.

190.

191.

192.

193.

194.

195.

196.

197.

198.

199.

200.

201.

202.

Includes 10,904 shares of common stock underlyingamts. Frederick Stahl Jr. exercises voting aspagditive power over all of the shares benefigialivned by Stal
Family Revocable Living Trust Dated 8-23-01.

Includes 1,000 shares of common stock underlyingamés. Starboard Capital Markets is an investnfient that acquired these securities for underwgitactivities
Michael Hamblet has the power to vote and dispd$tharmaFrontiers Common Stock owned by Starboalt@l Markets.

Includes 2,711 shares of common stock underlyingamss.

Includes 21,142 shares of common stock underlyingamts. Carol A Wynn exercises voting and dispasipower over all of the shares beneficially owitgdSterling
Trust Company FBO Carol A. Wynn.

Includes 19,812 shares of common stock underlyiagramts. Harold E Tellefsen exercises voting arspalitive power over all of the shares beneficiallyned b
Sterling Trust Company Custodian FBO Harold E Teée.

Includes 30,000 shares of common stock underlyiagamts.

Includes 10,633 shares of common stock underlyiagamts. Pam Sutton exercises voting and dispesitower over all of the shares beneficially owngdPbA. P/S Trus
Pam Sutton Trustee.

Includes 46 shares of common stock underlying wésra
Includes 31 shares of common stock underlying wésra
Includes 50,001 shares of common stock underlyiaganmts.

Includes 106,575 shares of common stock underlyingants. TCMP3 Partners, LP is a private investnfiend. Steve Slawson exercises voting and disivesfiowe
over all of the shares beneficially owned by TCMR8tners, LP.

Includes 111,219 shares of common stock underlyiagants, 16,666 options that are vested with amaese price of $3.00, 6,666 options that are egtigh an exercis
price of $1.14 and 10,000 options that are vestitid an exercise price of $1.15.

Includes 54,932 shares of common stock underlyiagamts.
Includes 31 shares of common stock underlying vdsta
Includes 309 shares of common stock underlying avest
Includes 62 shares of common stock underlying wésra
Includes 199 shares of common stock underlying aves:
Includes 15 shares of common stock underlying vdsta

Includes 3,500 shares of common stock underlyingamés. Thomas Suppanz is a financial consultadtaanjuired these securities for a result of the gamg’s June/Jul
2005 funding.
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203.

204.

205.

206.

207.

208.

209.

210.

211.

212.

Includes 4,630 shares of common stock underlyingamss.
Includes 10,658 shares of common stock underlyiagants.
Includes 35,708 shares of common stock underlyiagants.
Includes 2,619 shares of common stock underlyingamés.
Includes 171 shares of common stock underlying avest
Includes 154 shares of common stock underlying avest

Includes 8,592 shares of common stock underlyingamés. VFinance is an investment firm that acquiteese securities for underwriting activities. dthvon C. Rich he
the power to vote and dispose of PharmaFrontieraren Stock owned by vFinance.

Includes 6,814 shares of common stock underlyingamss.
Includes 150,000 shares of common stock underkyiagants.

Includes 97,500 shares of common stock underlyingants. Yellowstone Equity Partners, Ltd. is avgte investment fund. Brenda Lee exercises votimydispositiv:
power over all of the shares beneficially ownedvieylowstone Equity Partners, Ltd.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
There are no related party transactions.

DESCRIPTION OF SECURITIES

Our Capitalization

Common Stock

We are authorized to issue 100,000,000 sharesnofnam stock, par value $0.05 per share. As of M28;2006, there were 20,967,035 shares of comnumk s$sue

and outstanding. Each share of common stock iflemhtio one vote per share for the election ofaoes and on all other matters submitted to a wbtstockholders. There are
cumulative voting rights. Common stockholders dotmve preemptive rights or other rights to sulecfor additional shares, and the common stockisubject to conversion
redemption. In the event of liquidation, the hoklef common stock will share equally in any balaoteorporate assets available for distributiothtem. Subject to the rights
holders of the any other securities subsequersglyeid, holders of the common stock are entitlecdteive dividends when and as declared by our BogRirectors out of func
legally available. We have not paid any dividendss its inception and has no intention to pay dimjdends in the foreseeable future. Any futurediwds would be subject to
discretion of the Board of Directors and would deph@n, among other things, our future earnings,aberating and financial condition, our capital uieggments, and gene
business conditions.
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Preferred Stocl

We are authorized to issue 10,000,000 shares dérped stock, no par value per share. As of Decenie 2005, no shares of preferred stock are issue
outstanding. Our Board of Directors can, withouprawal of our stockholders, issue one or more sesfepreferred stock. If we offer preferred stookr Board of Directors wi
determine the number of shares and the rightsemre€es and limitations of each series. Thesesiigiteferences and limitations may include spediéisignations, number
shares, liquidation value, dividend rights, liguida and redemption rights, voting rights, othghts, including conversion or exchange rightsnif,eand any other specific terms.

Promissory Note

During the six months ended February 14, 2005,asedd 15% Convertible Exchangeable Notes with gneggte principal amount of $6.1 million. On Jue 2005
all of the 15% Convertible Exchangeable Notes asgbeaiated rights to warrants were exchanged fornroomstock and Series A Warrants, Series B Warrants Series
Warrants. None of the notes or rights to warraetsain outstanding.

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we msiye to our officers, directors, employees andsaliants incentive stock options, non-
qualified stock options and shares of restrictedlstThe plan provides for us to issue up to 2,000 shares of its common stock pursuant to awandsnthe plan. The maximt
number of shares in the Plan was increased to 00y shareholder vote at our annual meetinguire 2005. As of December 31, 2005, we had outstgnaiptions, grante
pursuant to the plan, to purchase 2,316,933 slodiresmmon stock. The plan is designed to qualifgiarrthe Internal Revenue Code as an incentive stptin plan.

Series A Warrants, Series B Warrants and Series C Wfrants . As of December 31, 2005 we have issued and oulistg (i) Series A Warrants to purchase
aggregate of 10,411,400 of our common sharesSéijes B Warrants to purchase an aggregate of £86b4f our common shares, and (iii) Series C Wasréo purchase .
aggregate of 8,329,108 of our common shares.

(i) The Series A Warrant expired on February 1060

(i) The Series B Warrant is exercisable at anyetiamd has an exercise price of $2.90 per sharegpices on the later of (i) October 17, 2006 oy {i
months after the registration statement for theale- of the warrant shares becomes effective; ifss@e common stock or common stock equivalentsfprice les
than $1.50, the exercise price will be revised2d® and the number of shares subject to the wiasteail increase proportionately.

(iii) The Series C Warrant is exercisable at amyetiand has an exercise price of $4.00 per sharexices June 17, 2010; if prior to the third amnsary o
the closing of the offering we issue common stocka@mmon stock equivalents for a price less thaB&lthe exercise price will be revised to $3.08 #re number ¢
shares subject to the warrant shall increase ptiopately; if prior to the third anniversary of tldosing of the offering we issue common stock ommon stoc
equivalents for a price less than the then curexetrcise price but more than $1.50, the exercisze pwill be revised to equal the weighted averageepof the
outstanding shares and the newly issued sharefteif the third anniversary of the closing of tHéenng we issue common stock or common stock emjeivts for
price less than the then current exercise prieeeitercise price will be revised to equal the wigidtaverage price of the outstanding shares andetéy issued share
whenever any such adjustments are made to theissqmdce, the number of shares subject to theeS&iWarrant shall increase proportionately; predidhe exercis
price will not be reduced below $3.00 and any iaseein the number of shares shall be proportiopéteited.
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All of the warrants are exercisable imnmediately anelonly exercisable by “accredited investa@s'defined in Regulation D under the Securitiesdid933

Placement Agent Warrants. In connection with the 15% Convertible Exchandeatote offering and the common stock offeringsselb June 17, 2005 we have iss
to the placement agent and other brokerage firnthase offerings warrants to purchase an aggreafa#60,847 shares of common stock at an exercise f $1.50. The:
warrants are exercisable immediately and will exgiune 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of @lgic obligates us, subsequent to the later of Zil2006 or a financing, raisi
$10 million or more, to issue sufficient additiorsilares to the University of Chicago so that idsd.6% of our common stock.

Restrictions on Sales By Certain Existing Sharehokts

A total of 3,941,248 shares of our common stockl gl Warren C. Lau, George Jarkesy, Jr., R. Wayiiesehe, Robert H. Gow, David M. Klausmeyer, Brivtacklel
and David R. Strawn are subject to a lagkagreement that precluded any sales prior to du2005 and, thereafter, limits sales of up taaggregate of 492,656 shares of
common stock per 90-day period. This lagkwill terminate if the last sales price of ounuoon stock is at or above $10.00 per share forld@H20 consecutive days, or upc
"change of control" transaction.

A total of 891,820 shares of our common stock hgldseorge Jarkesy, Jr. and Brewer & Prichard, Bt€ subject to another loalp agreement effective May 2004 1
limits sales of up to an aggregate of 74,319 shafresir common stock per 90-day period. This logkagreement restriction will terminate if the laates price of the our commr
stock is at or above $10.00 per share for 10 o@0afonsecutive days, or upon a “change of contraisaction.

A total of 2,500,000 shares held by Top Tier Inwe=tt, LLC and various other shareholders are stibjeanother lockip agreement effective November 5, 2004
precludes any sales prior to November 5, 2005 #nedeafter, limits sales of up to an aggregatel®,300 shares of our common stock perd@@-period. There is no terminat
provision in this lock-up agreement.

PLAN OF DISTRIBUTION

We are registering shares of our common stock dralbef the selling stockholders. As used in thisgpectus, “selling stockholdergicludes donees, transfere
pledgees and other successors in interest (otharghrchasers pursuant to this prospectus) sedliages received from a named selling stockholder #fe date of this prospect
We will pay for all costs, expenses and fees imeation with the registration of the shares. THengestockholders will pay for all selling discotsnand commissions, if any. T
selling stockholders may offer and sell their sedrem time to time in one or more of the followitypes of transactions (including block transactjon

« on any national exchange on which the shares stellor any automatic quotation system through lwttie shares are quoted,
« in the over-the-counter market,
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« in privately negotiated transactions,

o through put and call transactions,

o through short sales, and

« a combination of such methods of sale.

The selling stockholders may sell their sharesravailing market prices or at privately negotiafgites. The selling stockholders may use brokezalets or agents
sell their shares. The persons acting as agentsret@yve compensation in the form of commissionscalints or concessions. This compensation mayai gy the sellin
stockholders or the purchasers of the shares fonwduch persons may act as agent, or to whom tlegysell as a principal, or both.

The selling stockholders may enter into hedgingdaations with broker-dealers or other financiakilmtions. In connection with these transactidmrskerdealers ¢
other financial institutions may engage in shotésaf the shares in the course of hedging posittbry assume with selling stockholders. The sgebitockholders may also er
into options or other transactions with broker-deslor other financial institutions which require tdelivery to these brokelealers or other financial institutions of shasekich
such brokedealer or other financial institution may reselfguant to this prospectus (as amended or suppleahéatreflect such transaction). The selling stotitérs may als
engage in short sales of shares and, in thosengesathis prospectus may be delivered in connegtith the short sales and the shares offered uhéeprospectus may be use
cover the short sales.

The selling stockholders and any agents or broleaders that participate with the selling stocklkeoddin the offer and sale of the shares may be déetm b
“underwriters”within the meaning of Section 2(11) of the SecasitAct of 1933. Any commissions they receive ang@ofit they realize on the resale of the sharethem ma
be deemed to be underwriting discounts and comarissunder the Securities Act of 1933. Neither we awy selling stockholder can presently estimate dmount of suc
compensation. Because a selling stockholder majebened to be an “underwritewithin the meaning of the Securities Act of 193% selling stockholders will be subject to
prospectus delivery requirements of the Securhietsof 1933, which may include delivery through tflaeilities of the applicable exchange or automatedtation system pursui
to Rule 153 under the Securities Act of 1933. Télirg stockholders may agree to indemnify any agéealer or brokedealer that participates in transactions involvihgre
against certain liabilities, including liabilitiesising under the Securities Act of 1933.

The selling stockholders and any other person @patiing in a distribution of the securities coweigy this prospectus will be subject to applicgevisions of th
Securities Exchange Act of 1934 and the rules agdlations under the Securities Exchange Act o#419&luding Regulation M, which may limit the ting of purchases a
sales of any of the securities by the selling stotiters and any other such person. FurthermoresruRdgulation M, any person engaged in the disiobwf the securities mi
not simultaneously engage in markeaking activities with respect to the particulacisities being distributed for certain periods prio the commencement of or during s
distribution. Regulation M’s prohibition on purclessmay include purchases to cover short positigrthé selling stockholders, and a selling stockeo&lfailure to cover a sh¢
position at a lendes' request and subsequent purchases by the lentter apen market of shares to cover such shortipesj may be deemed to constitute an inducemebiiy
shares, which is prohibited by Regulation M. Alltbe above may affect the marketability of the sities and the ability of any person or entity toagage in marketraking
activities with respect to the securities.
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We are not aware of whether the selling stockhslti@ve entered into any agreements, understandimmgamgements with any brokdealers regarding the sale of tl
shares, nor as we aware that there is an underwritoordinating broker acting in connection witle proposed sale of shares by the selling stodkhs!

Selling stockholders also may resell all or a portdf the shares in open market transactions iame¢ upon Rule 144 under the Securities Act of3198ovided the
meet the criteria and conform to the requirementhat rule.

Following notification by a selling stockholder thahas entered into any material arrangement withtokereealer for the sale of shares through a block trapecie
offering, exchange distribution or secondary disttion or a purchase by a broker or dealer, a smppiht to this prospectus will be filed, if requir@drsuant to Rule 424(b) un
the Securities Act, disclosing:

« the name of each such selling stockholder andeopérticipating broker-dealer(s);

« the number of shares involved,;

« the initial price at which these shares were sold;

« the commissions paid or discounts or concessidagedl to such broker-dealer(s), where applicable;

« that such broker-dealer(s) did not conduct anystigation to verify the information set out or imporated by reference in this prospectus; and
« any other facts material to the transactions.

In addition, following natification by a sellingatkholder that a donee, pledgee, transferee or stiezessor-ifinterest of such selling stockholder intends td s®re
than 500 shares, we will file a supplement to gnsspectus.

LEGAL MATTERS
The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & Ekih$., Houston, Texas.
EXPERTS

The consolidated financial statements for the yeated December 31, 2005 and for the period fromalg22, 2003 (date of inception) to December D52include:
in this prospectus have been audited by Malone 8eB#&C, independent registered public accountirg,fas stated in their report appearing herein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statemenfile with the Securities and Exchange Commissikhis prospectus does not contain all of therinfation containe
in the registration statement and all of the exhilsind schedules thereto. For further informatibaua PharmaFrontiers Corp., please see the compdgistration stateme
Summaries of agreements or other documents imptioispectus are not necessarily complete. Please tiethe exhibits to the registration statementcfamplete copies of su
documents.
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We file annual, quarterly and special reports, prstatements and other information with the Seiasriand Exchange Commission under the Securitiehdbge Act ¢
1934. You may read and copy the registration statgnincluding exhibits and schedules filed withait the SEGS public reference facilities in Room 1024, JudigiBlaza, 45
Fifth Street, N.W., Washington, D.C. 20549. You nadpfain information on the operation of the pubBéerence room in Washington, D.C. by calling tee®ities and Exchan
Commission at 1-800-SEC-0330.

We file information electronically with the Secuiei$ and Exchange Commission. Our Securities anthdge Commission filings also are available from Securitie
and Exchange Commissianinternet site at http://www.sec.gov, which comsareports, proxy and information statements argbroinformation regarding issuers that

electronically.
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Consolidated Statements of Expenses for the yardeBecember 31, 2005 and the period from Januar@@3 (Inception) through December 31, 2004 d&0b

Consolidated Statement of Changes in Stockholdguityefrom January 22, 2003 (Inception) through &maber 31, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balaheet of PharmaFrontiers Corp., (“Pharma”) (eeld@ment stage company), as of December 31, 200%he related
consolidated statements of expenses, changesckhstiders’ equity and cash flows for the two yeamged December 31, 2005 and the period from Jar2arg003 (Inception)
through December 31, 2005. These consolidated ¢inhstatements are the responsibility of Pharmasagement. Our responsibility is to express aniopion these
consolidated financial statements based on outsudi

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@tdited States). Those standards require that e ahd perform the
audits to obtain reasonable assurance about whiitneonsolidated financial statements are frematerial misstatements. An audit includes examinamga test basis, evidence
supporting the amounts and disclosures in the dioleged financial statements. An audit also inceidssessing the accounting principles used andisart estimates made by
management, as well as evaluating the overall dmtaed financial statement presentation. We beliéhat our audits provide a reasonable basis foopunion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all mate®spects, the consolidated financial positio®Pbarma as of December 31, 2005
and the consolidated results of its operationsi@nchsh flows for the periods described in conityrwith accounting principles generally acceptedhie United States of Amerit

The accompanying consolidated financial statemieat® been prepared assuming that Pharma will agntis a going concern. As discussed in Note 2etedhsolidated financi
statements, Pharma has suffered recurring lossesdperations, which raises substantial doubt ai@ability to continue as a going concern. Mamaget’s plans regarding tho
matters are described in Note 2. The consolidateth€ial statements do not include any adjustmigraismight result from the outcome of this uncenttai

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

February 7, 2006
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ASSETS
Current assets
Cash

Prepaid expenses
Total current assets

Intangible assets, net of $1,888,891 of accumulatedrtization

Property & equipment, net of $256,082 of accumulatepreciation
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable

Accrued expenses

Note payable
Total current liabilities

Commitments and contingencies

Stockholders’ equity

Convertible preferred stock, no par value, 10,000 6hares authorized, none issued and outstanding

Common stock, $.05 par value, 100,000,000 sharb®ared, 20,619,545 shares issued and outstanding

Additional paid in capital

Deficit accumulated during the development stage
Total stockholders’ equity

Total liabilities and stockholders’ equity

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

PHARMAFRONTIERS CORP.
(a development stage company)
CONSOLIDATED BALANCE SHEET
December 31, 2005
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$

2,560,66!
182,52«
2,743,191
26,130,44

479,99t
388,21(

29,741,83

689,46
240,30¢
1,500,001

2,429,77

1,030,97
50,441,94
(24,160,86)
27,312,06
29,741,83




General and administrative
Depreciation and amortization
Research and development
Loss on disposal of assets

Operating loss
Interest income

Other income

Interest expense
NET LOSS

Basic and diluted loss per share
Weighted average shares outstanding

PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF EXPENSES
Years ended December 31, 2005 and 2004 and the
Period from January 22, 2003 (Inception) to Decen3ie 2005

Inception
through
2005 2004 2005

$ 550,17¢ $ 572,53 $ 1,203,51:
1,735,20! 264,81¢ 2,000,02:

9,892,25: 2,465,63 12,357,88

22,81( 457,12; 479,93:
(12,200,45) (3,760,10i) (16,041,36)

81,93( 5,992 87,92.

28,17 2,37¢ 30,55:¢
(7,323,85) (868,92() (8,237,97)

$ (19,414,19) $ (4,620,66) $ (24,160,86)

$ 129 % (0.7%) N/A

15,648,36 6,309,14! N/A

See accompanying summary of accounting policies
and notes to consolidated financial statements
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Shares issued for cash

Shares repurchased and cancelled
Discount relating to:

- beneficial conversion feature

- warrants attached to debt

Net loss

Balances at December 31, 2003
Shares issued for:

- cash

- services

- license

- reverse merger with Sportan

- acquisition of Opexa

- additional shares attached to
convertible debt

- conversion of convertible notes
Shares cancelled

Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option Expense

Net loss

Balances at December 31, 2004
Shares issued for:

- cash

- convertible debt

- debt

- license

- services

Offering costs relating to

- equity financing

Discount relating to:

- beneficial conversion feature
- warrants attached to debt
Option expense

Warrant expense

Net loss

Balances at December 31, 2005

PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERE&EQUITY
January 22, 2003 (Inception) through December 8052

Additional
Common Stock Paid in Accumulated

Shares Par Capital Deficit Total
5,250,001 $ 262,500 $ (261,500 $ -3 1,00¢
(1,706,25i) (85,319 84,98¢ - (325)
- - 28,18( - 28,18(
- - 28,18( - 28,18(
- - - (126,009 (126,009
3,543,75! 177,18 (120,157) (126,009 (68,969)
22,50( 1,12¢ 7,87¢ - 9,00(
2,065,001 103,25( 745,75( - 849,00(
242,68t 12,13t 414,94( - 427,07!
997,39¢ 49,87( (197,609 - (147,73)
2,500,001 125,00( 23,625,00 - 23,750,00
161,00( 8,05( 280,31t - 288,36t
607,50: 30,37t 217,99! - 248,37(
(80,000 (4,000 4,00( - -
- - 855,84¢ - 855,84¢
- - 1,848,50: - 1,848,50:
- - 123,33 - 123,33
- - - (4,620,66-) (4,620,66)
10,059,83 502,99: 27,805,80 (4,746,66) 23,562,13
3,894,50! 194,72! 5,647,04 - 5,841,76!
6,110,26: 305,51: 7,343,93 - 7,649,44
23,00( 1,15(C 159,85( - 161,00(
291,93! 14,597 1,853,78 - 1,868,38.
240,00( 12,00( 1,000,401 - 1,012,401
- - (495,55)) - (495,557)
- - 831,94« - 831,94«
- - 1,433,10: - 1,433,10
- - 2,487,74. - 2,487,74
- - 2,373,88: - 2,373,88!
- - - (19,414,19) (19,414,19)
20,619,54 $ 1,030,97 $ 50,441,94 $  (24,160,86) $ 27,312,06

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.

(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31, 2005 and the Period fromadg 22, 2003
(Inception) through December 31, 2004 and 2005

Cash flows from operating activities

Net loss
Adjustments to reconcile net loss to net cash used
operating activities:

Stock issued for services

Additional stock issued under debt conversion

Amortization of discount on notes payable due

to warrants and beneficial conversion

feature

Amortization of intangible assets

Depreciation

Debt financing costs

Option and warrant expense

Loss on disposition of fixed assets

Changes in:
Accounts payable
Prepaid expenses
Accrued expenses
Other assets

Net cash used in operating activit

Cash flows from investing activities
Purchase of licenses

Purchase of property & equipment

Net cash used in investing activiti

Cash flows from financing activities
Common stock sold for cash, net of offering costs
Common stock repurchased and canceled
Proceeds from debt
Repayments on notes payable

Net cash provided by financing activiti

Net change in cas
Cash at beginning of year

Cash at end of year

Inception
2005 2004 through 2005

$ (19,414,19) $ (4,620,66) $ (24,160,86)
1,012,401 849,00( 1,861,401
109,07( - 109,07(
5,516,63i 753,81 6,313,20!
1,637,12! 251,76: 1,888,891
98,08( 13,05¢ 111,13¢
365,91( - 365,91(
4,861,62! 123,33 4,984,96:
22,81( 457,12 479,93.
26,36( 58,67( 85,167
(88,189 (38,950 (127,13)
23,65¢ 23,82: 54,98:
(388,21() — (388,21()
(6,216,91) (2,129,03) (8,421,55)
- (232,74) (232,74)
(258,909 (173,00 (431,90)
(258,907 (405,740 (664,649
5,346,21 9,00( 5,356,21
- - (325)

2,896,88! 3,382,701 6,354,59
(58,61 (5,000) (63,619
8,184,48! 3,386,701 11,646,86
1,708,67. 851,92: 2,560,66!
851,99. 68 -

$ 2,560,66! $ 851,99: $ 2,560,66!

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

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
Year ended December 31, 2004 and the Period fromadg 22, 2003

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 Chicéigense

Issuance of common stock for accrued interest

Conversion of notes payable to common stock

Conversion of accrued liabilities to common stock

Conversion of accounts payable to note payable

Discount on convertible notes relating to:
- warrants
- beneficial conversion feature

- stock attached to notes

(Inception) through December 31, 2003 and 2004

Inception

2005 2004 through 2005
$ - 23,750,00 23,750,00
- 147,73: 147,73:
1,868,38. 427,07 2,295,45!
525,51: - 525,51
6,159,61! 248,37( 6,407,98!
17,17¢ - 17,17¢
- 93,36¢ 93,36¢
1,433,10: 1,848,50: 3,309,791
831,94« 855,84¢ 1,715,97
999,07- 288,36t 1,287,441

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(a development stage company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

PharmaFrontiers Corp. ( “ Pharma ") was incorpadah Texas on January 22, 2003 as a bio-pharmaakobmpany engaged in developing autologous peised cell
therapies. During the development stage, Pharmairachthe worldwide license to technology developedrgonne National Laboratory, a U.S. DepartnadriEnergy Laboratory
Operated by the University of Chicago ( “ Argonng This is an exclusive license to a stem celit@togy in which adult pluripotent stem cells aesgided from monocytes
obtained from the patient ’ s own blood (the “ Lrise " ).A patent application was filed in November 2003thwthe United States Patent and Trade Office regautthe technolog
involved in the License.

On October 7, 2004 Pharma entered into an agreeimectuire all of the outstanding stock of Opekarfhaceuticals, Inc. (“ Opexa " ). The agreemésgerd on November 5,
2004. A total of 2,500,000 shares of Pharma ' smom stock were exchanged for all of the outstandingk of Opexa. 2,250,000 shares was issued taa@giereholders in
December 2004 and the balance of 250,000 shaashdld been held in escrow for the prerequisiteyaae period, was issued in November 2005.The aitagui was accounted
for under the purchase method, where all of Opexassets are restated to their fair market vatuth® acquisition date, which approximated bookieal he 2,500,000 shares of
Pharma were valued at $23,750,000 or $9.50 peestdnich represents their current value at the.tidee Note 12 for details.

Opexa holds rights to technology to diagnose agal tmultiple sclerosis through modified autoreaefivcells and is currently in FDA Phase I/l huntirse ranging clinical trials
to evaluate its safety and effectiveness in trgatiultiple sclerosis.

Basis of presentation. The consolidated finand&tesnents include the accounts of Pharma and itdlyvbwned subsidiary, Opexa. Significant inter-quamy accounts and
transactions have been eliminated.

Reclassifications. Certain amounts in the 2004 glidisted financial statements have been reclasisifie
to conform to the 2005 consolidated financial steat presentation.

Use of Estimates in Financial Statement Preparalibe preparation of consolidated financial statetsien conformity with accounting principles geriraccepted in the United
States of America requires management to make atgfand assumptions that affect the reported atmotiassets and liabilities, the disclosure ofticment assets and liabilities
at the date of the consolidated financial statemeartd the reported amounts of revenues and expdnsiag the reporting period. Actual results cadiffer from those estimates.

Cash and cash equivalents. For purposes of thenstats of cash flows, cash equivalents includhighly liquid investments with original maturitie$ three months or less.

Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldegateciation. Depreciation is provided using tmaight-line method over the
estimated useful lives of the assets. Major rengwatl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.
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Impairment losses are recorded on ldingd assets used in operations when indicatoispairment are present and the undiscounted casls féstimated to be generated by ti
assets are less than the assets carrying amount.

Income Taxes. Income tax expense is based on eghbearnings before income taxes. Deferred incomesteeflect the impact of temporary differenceseen assets and
liabilities recognized for consolidated financiaporting purposes and such amounts recognizedXguurposes, and are measured by applying enaotadtes in effect in years
which the differences are expected to reverse.

Stock-Based Compensation. Pharma accounts for-staeéd compensation under the intrinsic value ntetdader this method, Pharma recognizes no comgiensaxpense for
stock options granted when the number of underlgimgres is known and exercise price of the opsagreéater than or equal to the fair market valughefstock on the date of
grant. The following table illustrates the effectmet loss and net loss per share if Pharma hdéedphe fair value provisions of FASB Statement NB3, Accounting for Stock-
Based Compensation, to stock-based employee comipams

2005 2004 Inception through 2005
Net loss as reporte $ (19,414,19) $ (4,620,66) $ (24,160,86)
Add: stock based compensation determined
Under intrinsic value based method 2,487,74. 123,33: 2,611,07.
Less: stock based compensation determined
under fair value based method (4,264,01) (153,362 (4,417,37)
Pro forma net loss $ (21,190,46) $ (4,650,69) $ (25,967,16)
Basic and diluted
Net loss per common share:
As reported $ 1.249 $ (73 N/A
Pro forma $ (1.35) $ (.79) N/A

The weighted average fair value of the stock optigranted during 2004 was $3.09. Variables uséldeiBlack-Scholes option-pricing model include 2% risk-free interest rate,
(2) expected option life is the actual remainirig bf the options as of each year end, (3) expeatéatility is from 0.1% to 796.30% and (4) zergexted dividends.

The weighted average fair value of the stock optigranted during 2005 was $2.49. Variables uséldeiBlack-Scholes option-pricing model include 2% risk-free interest rate,
(2) expected option life is the actual remainirig bf the options as of each year end, (3) expeatdatility is 175.40% and (4) zero expected divids.

The basic net loss per common share is computeliviling the net loss by the weighted average numbeommon shares outstanding. Diluted net lospmmon share is
computed by dividing the net income adjusted ofieanif converted" basis, by the weighted averagaber of common shares outstanding plus potentiafigé securities. Basic
and diluted loss per share is the same due to paiteiiutive securities had an anti-dilutive effend were not included in the calculation of dihiinet income per common share.
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Research and development. Research and developxperises include salaries, related employee expermsesulting fees, facility costs, and laboratmogts. All costs for
research and development activities are expenset@ased. Pharma expenses the costs of licensgatefts and the prosecution of patents untilshaance of such patents and
the commercialization of related products is reabbnassured.

Recently Issued Accounting Pronouncements. In Deeer2004, the FASB issued SFAS No0.123R, “AccountorgdStock-Based Compensation.” SFAS N0.123R eistiadd
standards for the accounting for transactions irckvan entity exchanges its equity instrumentsgfmods or services. This Statement focuses primarilgccounting for
transactions in which an entity obtains employeaegises in share-based payment transactions. SFAS28R requires that the fair value of such equistiuments be recognized
as expense in the historical financial statemesitseavices are performed. Prior to SFAS No.123R;, oertain pro forma disclosures of fair value wegquired. SFAS No.123R
shall be effective for small business issuers ge®beginning of the first interim or annual refoag period that begins after December 15, 2005il&\Pharma has issued options
to employees recently, the adoption of this newoanting pronouncement is not expected to have anmahtmpact on the consolidated financial statetmef Pharma during the
calendar year 2006.

Pharma does not expect the adoption of any otleently issued accounting pronouncements to haign#isant impact on their consolidated financialstion, results of
operations or cash flow.

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarsti@lements, Pharma incurred recurring net loss$$%9414,197 and $4,620,664 in 2005 and 2004peeively, and has an
accumulated deficit of $24,160,864 as of Decemie2805. These conditions raise substantial dosid #harma ability to continue as a going concern. Managerisetnying tc
raise additional capital through sales of convéetiebt and equity. The consolidated financialestents do not include any adjustments that mightdeessary if Pharma is
unable to continue as a going concern.

NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreewiémthe University of Chicago (“University”) fohe worldwide license to technology developed atofrge National
Laboratory, a U.S. Department of Energy Labora@pgrated by the University. In consideration fa license, Pharma paid the University $57,742 ajdeal to issue 375,375
shares of its common stock. 187,688 shares valu$d@=075 were issued on February 20, 2004. In Beee 2004, the License Agreement was amended ggaRtiarma an
exclusive, non-transferable worldwide license @ thiversity’s stem cell technology. In considesatfor the amendment, Pharma paid the Universitgdatitional $175,000,
issued the University 55,000 shares of common stablked at $352,000, bringing the total ownersHiplwarma by the University to 242,688 shares, aptegay the University
$1,500,000 on the earlier of October 30, 2005 @nuhe closing of a Pharma financing where proceeelgreater than $10 million and agreed to issadJniversity shares of
Pharma common stock, including the shares alresslied, equal to 2.6% of the total outstanding nurabshares after conversion of the 15% exchangeadnivertible
subordinated promissory notes upon the later ofiteefinancing or November 30, 2005 and afteuasce of any and all equity in the form of stockhat close of the first
financing.
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In June 2005, 274,836 shares of common stock weered to the University of Chicago per the terma lidense agreement. These shares were recor§86 &064.
In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@d®9,434.
By amendment dated October 31, 2005 Pharma ardriiversity agreed to extend the date upon whichsth&00,000 to April 30, 2006.

In June of 2004, Pharma paid $50,000 to The Unityea$ Texas MD Anderson Cancer Center for an aptimnegotiate a licensing agreement for the ugeedpheral blood stem
cells for cardiac regeneration. This option to ri&ge the licensing agreement expired on Septe@beg?004 and the non-refundable fee of $50,000wviten off during 2004.

NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atéheber 31, 2005:

Description Life Amount
University of Chicago license (see Note 3) 19 years $ 4,028,20:
Opexa intangible group (see Note 12) 16 years 23,991,12
Subtotal 28,019,33
Less: accumulated amortization (1,888,89)
Intangible assets, net $ 26,130,44

Amortization expense totaled $1,637,129 and $231li@6iscal 2005 and 2004, respectively.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2005:

Description Life Amount
Computer equipment 3 years $ 77,73(
Office furniture and equipment 3-5 years 145,92:
Laboratory equipment 5-10 years 512,42
Subtotal 736,07¢
Less: accumulated depreciation (256,08:)
Property and equipment, net $ 479,99¢

Depreciation expense totaled $98,080 and $13,058dal 2005 and 2004, respectively.
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NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferredssets and liabilities are determined based @rxpected future tax consequences of temporderelifces between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes. Duringdi®005 and 2004, Pharma incurred net lossestherkfore, has no tax liabilit
The net deferred tax asset generated by the logsfcaward has been fully reserved. The cumulatiee operating loss carry-forward is approximatl@,000,000 at December
31, 2005, and will expire in the years 2024 thro@ga5.

At December 31, 2005, deferred tax assets consigtérd following:

Deferred tax assets

Net operating losses $ 4,080,00!(
Less: valuation allowance (4,080,000
Net deferred tax assets $ -

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasuediconvertible notes to investors totaling $6,824. In March 2005, 451,688 shares of common stattka relative fair
value of $999,074 were issued to note holderseis #ldlditional shares for their subscription inwesit in Pharma. In June 2005 a total of $6,650¢®r@prised of the principal of
the notes of $6,124,859 and accumulated intere®$25,513, which accrued at a rate of 15% per anmas exchanged for 4,433,598 units at $1.50 paresftach unit is
comprised of one share of common stock and thneerate types of warrants to purchase a total & &hares of common stock as stated below. In additi,224,977 shares of
Common Stock were issued in consideration for theesder of the rights to the Bridge Warrants h®idhe note holders. All of the Bridge Notes aniiBe Warrants were
exchanged so that none are now outstanding.

» Warrants: In connection with the bridge note exdeaand private placement offerings in June and thuBe separate types of warrants to purchaseabao®.75 shares
common stock were issued as follows: (i) a Serie&/@rant which expired on February 17, 2006; (iBexies B Warrant for onlealf of a share with an exercise prict
$2.90 which expires on October 17, 2006; (iii) an8eries C Warrant for one share with an exeraise pf $4.00 that expires on May 25, 2010.

« Pharma analyzed the convertible notes and the wiarfar derivative accounting consideration undeAS 133 and EITF 009. Pharma determined the embec
conversion option in the convertible notes andwaerants met the criteria for classification incitbolders equity under SFAS 133 and EITF1®-Therefore, derivati
accounting was not applicable for these convertibles payable or their associated warrants.

NOTE 8 - NOTE PAYABLE

Note payable consists of the followir

Note payable to the University of Chicago; no ies#r due earlier of
Pharma raising $10,000,000 in an Equity Financingmil 30, 2006;
secured by license (See Note 3 for details) $1,500,000




NOTE 9 - COMMITMENTS AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigimeerth operating lease from Opexa for a researdlityad he lease commenced in June 2003 and wadalegpire in
November 2004. Pharma extended the lease initaiy March 31, 2005 and extended it again untpt®mber 30, 2005. Pharma terminated the lease wb€rc7, 2005 an
entered into a ten-year lease with a new landldritivcommenced on October 1, 2005.

Future minimum lease payments under the non-catidelbperating lease are $72,474 for 2006, $117at72007, $137,196 for 2008, $139,782 for 20094 %540 for 2010 and
$731,883 for thereafter

Rent expense for 2005 was $178,963 and $389,3020f4.

NOTE 10 - EQUITY
During 2003, Pharma sold 5,250,000 shares of constawk for $1,000.
In April 2003, 1,706,250 shares were reacquireds%25 and canceled.

Additional contributions to capital of $56,360 résd from the discounted value to notes payabletdwearrants and beneficial conversion featureschgd to convertible notes
was issued in 2003.

During 2004, 22,500 shares of common stock were fewl$9,000.

During 2004, 2,065,000 shares of common stock hhigheir then fair value of $849,000 were issteeBharma’s employees and consultants for theitices.

In February 2004, 187,688 shares of common stokledaat their then fair value of $75,075 were isstgethe University of Chicago per the terms oicarise agreement. In
December 2004, 55,000 shares of common stock valugstir then fair value of $352,000 were isswethe University of Chicago per the terms of an adesl license agreement.
See Note 3 for details.

In June 2004, 997,399 shares of common stock wssted for net liabilities of $147,733 to Sportastisreholders for the reverse merger with Sportea.Nbte 14 for details.

In November 2004, 2,500,000 shares of common stakled at their then fair value of $23,750,000 wieseied to 30 accredited investors in connectidh thie acquisition of
Opexa, of which 2,250,000 shares were issued imatedgliand the balance of 250,000 shares held meswere issued in November 2005. See Note 12dtaild.

In December 2004, 161,000 shares of common stottkavielative fair value of $288,366 were issueddte holders as their additional shares for thelrscription investment in
Pharma.

During 2004, 607,501 shares of common stock weseid to note holders for the conversion of $248@&#frincipal and interest from convertible notes.

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




During 2004, there were additional contributionsépital of $2,704,351 relating to the discountatig to notes payable from warrants, beneficiaveosion features attached to
convertible notes.

Employee stock option expense was $123,333 in 2004.

In June 2005, Pharma sold 3,387,217 shares of canstock with 9,314,868 warrants for $5,080,826. Magrants have exercise prices ranging from $24tar®l expire in seven
months to four years. The relative fair value @& tommon stock is $886,913 and the relative fdirevaf the warrants is $4,198,913. Offering co$t$484,262 related to shares
issued were charged to additional paid in capital.

In July 2005, Pharma sold 507,292 shares of constawk with 1,395,053 warrants for $760,943. Therawzts have exercise prices ranging from $2 to $4expire in seven
months to four years. The relative fair value a&f tommon stock is $216,801 and the relative fdirevaf the warrants is $544,137. Offering cost$&f,290 related to shares
issued were charged to additional paid in capital.

In March 2005, 451,688 shares of common stock witélative fair value of $999,074 were issued terwlders as their additional shares for theilsstiption investment in
Pharma.

In June 2005, 5,658,575 shares of common stock issued to note holders for the conversion of $6,829 of principal and $525,513 interest from catilse notes.

During February 2005, 23,000 shares of common statlked at their fair value of $161,000 were issteedote holders for the conversion of $51,930rafgpal and interest from
the notes.

In June 2005, 274,836 shares of common stock weted to the University of Chicago per the terma lidense agreement. These shares were recor@dd7ai,950.
In August 2005, 17,099 shares of common stock vesteed to the University of Chicago per the terina license agreement. These shares were recor@d®9,434.
During 2005, 240,000 shares of common stock vahieheir fair value of $1,012,400 were issued tarfta’s consultants for their services.

During 2005, offering costs of $495,552 relatetht® equity financing were charged to additionabpaicapital.

During 2005, there were additional contributionsapital of $2,265,052 relating to the discountatlig to notes payable from warrants, beneficialveosion features attached to
convertible notes.

Employee stock option expense was $2,487,741 i8.200

Warrant expense was $2,373,888 in 2005.

NOTE 11 - STOCK OPTIONS AND WARRANTS
In 2004 Pharma adopted the 2004 Stock Option Ptae Plan”). The Plan provides for the grantingstifick options to employees and consultants of Pharm

Options granted under the Plan may be either imgestock options or nonqualified stock optionsdntive stock options (“ISO”) may be granted omyPharma employees
(including officers and directors who are also emgpkes). Nonqualified stock options (“NSO”) may arged to Pharma employees and consultants. ThelBd®irectors has
discretion to determine the number, term, exengigee and vesting of all grants.




During 2003, 150,000 warrants were granted to itoregelated to the convertible notes.

During 2004, 965,000 options were granted to emgegy 200,000 warrants were granted to consultatd 27,993 warrants were granted to investoegadlto the convertible
notes.

Stock Options:

In January 2005, options to purchase 192,000 slwdit@mmon Stock were issued to several employeas axercise price of $3.00 per share. One tHitle@options vest on the
first anniversary date, one third of the optionstsen the second anniversary date, and the remgaimie third vests on the third anniversary daltes€ options have an intrinsic
value of $785,800, of which $261,933 has been esgeduring 2005.

In April 2005, options to purchase 12,500 shareSa@hmon Stock were issued to three Opexa emplatess exercise price of $3.00 per share. One dfitte options vest on t
first anniversary date, one third of the optionstsen the second anniversary date, and the remgaimie third vests on the third anniversary daltes€ options have an intrinsic
value of $14,925, of which $4,975 has been expedsedg 2005.

In June 2005, options to purchase 30,000 shar€swimon Stock were issued to two employees at artiseeprice of $3.00 per share, of which optionsted immediately. The:
options have no intrinsic value due to exercisegpexceeded the market price at the date of the.gra

In August 2005, options to purchase 20,000 shar€ommon Stock were issued to an employee at arciseeprice of $1.14 per share. One third of thiéoog vested
immediately, one third of the options vest on tingt fanniversary date, and the remaining one thésts on the second anniversary date. These optaresno intrinsic value due
exercise price exceeded the market price at treeafahe grant.

In December 2005, options to purchase 376,000 stmiréommon Stock were issued to fifteen Opexa eygas at an exercise price of $0.70 per share f@meh of the options
vest on the first anniversary date, one fourthhefaptions vests on the second anniversary dagefoamth of the options vests on the third anniggrsiate, and the remaining one
fourth vests on the fourth anniversary date. Thgg®ns have no intrinsic value due to exercisegequaled the market price at the date of thetgran

In 2005, 41,667 options previously granted weréefted.
Consultant warrants:

In January 2005, warrants to purchase 25,000 slo@smmon Stock were issued to a consultant &xancise price of $3.00 per share of which oneltbfrthe warrants vest on
the first anniversary date, one third of the watsarests on the second anniversary date, and theimang one third of warrants vests on the thirdieersary date. These warrants
have a fair value of $183,033, of which $61,011 iesn expensed during 2005.

In April 2005, warrants to purchase 100,000 shafédommon Stock were issued to a consultant akarcese price of $3.00 per share of which 40,00€raves vested
immediately, and the remaining 60,000 warrants &efite rate of 2,500 warrants per month for twdaty months. These warrants have a fair valueddf7$812, of which
$261,133 has been expensed during 2005.




In April 2005, warrants to purchase 20,000 shaféSoonmon Stock were issued to a consultant at ancese price of $3.00 per share of which one thfrthe warrants vest on the
first anniversary date, one third of the warrargsts on the second anniversary date, and the remaine third of warrants vests on the third anrgaey date. These warrants h
a fair value of $83,562, of which $27,854 has bexgrensed during 2005.

In June 2005, warrants to purchase 175,000 sha@smmon Stock were issued to four consultantsaeercise price of $4.00 per share. One thirdhefwarrants vested
immediately, one third of the warrants vest onftte anniversary date, and the remaining one thfrthe warrants vests on the second anniversaey @aese warrants have a fair
value of $467,120, of which $84,813 has been exgudsring 2005.

In July 2005, warrants to purchase 8,100 shar€paimon Stock were issued to a consultant at arcieseeprice of $1.50 per share, of which warranste@ immediately. These
warrants have a fair value of $21,150, of which,$2% has been expensed during 2005.

In July 2005, warrants to purchase 460,846 shdr€ommon Stock were issued to several brokeragesfas the offering costs and commissions for Phasrfaancing activitie:
at an exercise price of $1.50 per share. Theseawtarhave a fair value of $2,197,162 and vest inmatelg.

In August 2005, warrants to purchase 200,000 shar€®mmon Stock were issued to a consultant @xancise price of $1.19 per share. The warrantsatesfuture date at such
time that certain pre-determined events occur. @ esrants have a fair value of $175,484.

In September 2005, warrants to purchase 15,00@sluiilCommon Stock were granted to a consultaau @xercise price of $1.19 per share of which wesraested immediately.
These warrants have a fair value of $13,161, ottwBi13,161 has been expensed during 2005.

In October 2005, warrants to purchase 167,500 shEr€ommon Stock were issued to four independietirs at an exercise price of $1.15 per shane third of the warrants
vested immediately, one third of the warrants westhe first anniversary date, and the remaining third vests on the second anniversary date. Thheasants have a fair value of
$191,658, of which $53,397 has been expensed dafng.

In 2005, 99,134 warrants previously granted wergrex.
Investor warrants:
During first quarter of 2005, 965,628 warrants waranted to investors related to the convertibleso

In connection with the bridge note exchange andgapei placement offerings in June and July, 2,54By@2rrants granted in prior years and early 200&wancelled and three
separate types of warrants to purchase a total7éf shares of common stock were issued as follG\v$0,411,400 units of Series A Warrant for 1.2a®es with an exercise price
of $2.00 which expires on February 17, 2006; (i)68,701 units of Series B Warrant for one-halaahare with an exercise price of $2.90 which e@gn October 17, 2006; (iii)
and 8,329,108 units of Series C Warrant for oneestwth an exercise price of $4.00 that expireday 25, 2010.




Summary information regarding options is as follows

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 2003:

Granted - 3% - 150,000 $ AC
Outstanding at December 31, 2003 - - 150,00( AC
Year ended December 31, 2004:

Granted 965,00( 3.17 1,627,99: 2.2
Outstanding at December 31, 2004 965,00( 3.17 1,777,99: 2.2¢
Year ended December 31, 2005:

Granted 630,50( 1.57 25,041,28 2.8¢

Forfeited and cancelled (41,667 4.2¢ (2,642,75) 2.4E
Outstanding at December 31, 2005 1,553,83. $ 2.4¢ 24,176,52 $ 2.85
Options and warrants outstanding and exercisabté Becember 31, 2005:

Exercise Remaining Optiong Options Warrant: Warrant:
Price Life Outstandin Exercisabl Outstandin Exercisabl
$ 5.0C 3 -4 year 53,33: 53,33 50,00( -
4.0C 4 -5 year - - 8,504,10:i 8,362,44:

3.0C 4 -5year 219,50( 63,33 145,00( 75,00(

3.0C 3 -4 year 885,00( 395,00( 50,00( 16,667

2.9C 0.83 year - - 4,164,56 4,164,56

2.0C 0.13 year - - 10,411,401 10,411,40

1.5C 4 -5 year - - 468,94° 8,10(

1.1¢ 4 -5year - - 215,00( -

1.1& 4 -5year - - 167,50( -

1.14 4 -5 year 20,00( 6,667 - -

0.7¢C 9 -10 year 376,00( - - -

1,553,83 518,33: 24,176,52 23,038,17




NOTE 12 - PURCHASE OF OPEXA

On October 7, 2004 Pharma entered into an agreetneatquire all of the outstanding stock of Opekhe agreement closed on November 5, 2004. Pharsu@dsOpex
shareholders 2,500,000 shares of Pharma’s comnook $br all of the outstanding stock of Opexa. 280, of the 2,500,000 shares were put in escrowafoneyear perio
pursuant to the escrow agreement. The balanceed?30,000 shares were issued to Opexa sharehahdsievember 2005. The acquisition was accountedifater the purcha
method, where all of Opexaassets are restated to their fair market valuthermcquisition date, which approximated book @althe 2,500,000 shares of Pharma were valt
their then fair value of $23,750,000 or $9.50 gears.

Pharma acquired Opexa because Opexa holds rigtestinology to diagnose and treat multiple sclertimiough modified autoreactive T cells and is ently in FDA Phase I/11
human dose ranging clinical trials to evaluatesifety and effectiveness in treating multiple szdés.

The results of operations for Opexa from Novemhe20®4 through December 31, 2005 are includederStatements of Operations and the Statementsshf Elaws.

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

Current assets $ 55,38’
Property, plant and equipment, net 639,16(
Intangible assets 23,991,12
Total assets acquired 24,685,67
Current liabilities 935,67!
Total liabilities assumed 935,67!
Net assets acquired $ 23,750,00

Of the $23,991,128 of acquired intangible assbtsfall amount is assigned to an inseparable gofygatents and licenses that cannot function indéeetly by themselves. The
weighted average useful life of the intangible gras of December 31, 2005 is approximately 15 years
NOTE 13 - STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhitgstries, Inc. in a transaction accounted foa asverse acquisition. Pharma’s shareholders issued 6,386,439 Sportan
shares in exchange for 100 percent of the outstgncbmmon shares of Pharma. Immediately followhig transaction, Sportan changed its name to Phant&,383,838 shares
were outstanding.
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NOTE 14 - SUBSEQUENT EVENTS

Pharma entered into a remodeling construction achto complete three Good Manufacturing PractiGdP”) production suites at its new facility. Therstruction contract plus
equipment purchased separately cost approxima&€l9,$00. The construction began October 1, 2005.

The construction of the GMP facilities was compdeite January and certified on March 20, 2006 akS&h 7 facility.

The Series A Warrant issued to investors in conoeetith the bridge note exchange and private pte offerings in June and July of 2005 expired-ebruary 17, 2006.




PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13. Other Expenses of Issuance and Distribution.

The following table sets forth the costs and expensther than the underwriting discounts and casions, payable by the registrant in connectioh wie sale of t
securities being registered. All amounts are esémaxcept the Securities and Exchange Commissgistration fee.

Securities and Exchange Commission Registration Fee $ 12,91
Printing Costs 3,00(
Legal Fees and Expenses 50,00(
Accounting Fees and Expenses 15,00(
Transfer Agent and Registrar Fees 3,00(
Miscellaneous 10,00(
Total $ 93,05¢

Item 14. Indemnification of Directors and Officers.

The Company has the authority under Articles 2.0@8pénd 2.02-1 of the Texas Business Corporatian(ABCA”") to indemnify its directors and officers to the ex
provided for in such statute. The TBCA providespart, that a corporation may indemnify a direaoofficer or other person who was, is or is theead to be made a nan
defendant or respondent in a proceeding becausepgrson is or was a director, officer, employeagent of the corporation, if it is determined thath person: (1) conduc
himself in good faith; (2) reasonably believedthe case of conduct in his official capacity asraddor or officer of the corporation, that his doet was in the corporationbes
interest and, in all other cases, that his condiast at least not opposed to the corporasidr@st interests; and (3) in the case of any cehproceeding, had no reasonable cau
believe that his conduct was unlawful.

A corporation may indemnify a person under the TB&Jainst judgments, penalties, including excisesimilar taxes, fines, settlement, unreasonableesgs actual
incurred by the person in connection with the peatieg. If the person is found liable to the corpioraor is found liable on the basis that persdralefit was improperly receiv
by the person, the indemnification is limited t@senable expenses actually incurred by the pers@orinection with the proceeding, and shall notizgle in respect of a
proceeding in which the person shall have beenddiatle for willful or intentional misconduct imé performance of his duty to the corporation. Thgporation may also pay
reimburse expenses incurred by a person in commestith his appearance as a witness or other faation in a proceeding at a time when he is noamed defendant
respondent in the proceeding.

The Companys Articles of Incorporation provide that none &f directors shall be personally liable to the Comypar its shareholders for monetary damages fac
or omission in such directar’capacity as a director; provided, however, thatliability of such director is not limited to tlextent that such director is found liable for élBreac
of the directors duty of loyalty to the Company or its sharehaddé?) an act or omission not in good faith thatstdutes a breach of duty of the director to tlen@any or an a
or omission that involves intentional misconducadenowing violation of the law, (3) a transactioom which the director received an improper bemefhether or not the bene
resulted from an action taken within the scopehefdirector’s office, or (4) an act or omission ¥drich the liability of the director is expresslyopided by an applicable statute.
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The Company believes that these provisions wilisassin attracting and retaining qualified indilials to serve as executive officers and directbhe inclusion ¢
these provisions in the Company’s Articles of Irpmmation may have the effect of reducing a liketii@f derivative litigation against the Compasigfirectors and may discour:
or deter shareholders or management from bringifegvauit against directors for breach of their dofycare, even though such an action, if successfight otherwise ha
benefited us or our shareholders.

The Company’s Articles of Incorporation and Byws provide that the Company may indemnify itsagffs, directors, agents and any other personsetdutlest exter
permitted by the TCBA.

Additionally, under their employment agreementshvtharmaFrontiers Corp. Messrs. McWilliams and Rare entitled to indemnification in their capaaty officer
of the Company to the fullest extent permitted ty TCBA.

Iltem 15. Recent Sales of Unregistered Securities.
Acquisition of PharmaFrontiers Corp.

On June 4, 2004, when the company was named “Spbméed Industries, Inc.,it issued, 6,386,439 shares of common stock tcsltzeeholders of PharmaFront
Corporation, a Texas corporation ("PharmaFront)eirs'exchange for all the outstanding capital stoE®PharmaFrontiers. The shares of common stocledssn the acquisitic
were offered and sold pursuant to the exemptiomfregistration afforded by Rule 506 under the S&esrAct of 1933 (the “Securities Actgnd/or Section 4(2) of the Securi
Act. The Company subsequently changed its namPharmaFrontiers Corp.”

Acquisition of OPEXA

In connection with the closing of the Company’s@siion of OPEXA Pharmaceuticals, Inc., a Delawemeporation (“OPEXA”),on November 5, 2004, the Comp.
issued 2,500,000 shares of its common stock, jaev&0.05 per share, to the former holders of comstock of OPEXA in exchange for their OPEXA comnstock. The shar
of common stock issued in the acquisition wererefleand sold pursuant to the exemption from reagisin afforded by Rule 506 under the Securitiesakat/or Section 4(2) of t
Securities Act. On June 9, 2005 the Company is@06d000 shares of common stock to Sanders Mornsididnc. in exchange for advisory services preddn connection wit
the acquisition of OPEXA. The shares were sold yams$ to the exemption from registration affordedRule 504 under the Securities Act of 1933 (thectBiies Act”) and/o
Section 4(2) of the Securities Act.

15% Exchangeable Convertible Subordinated Note Priate Placement Financing and Subsequent Exchange

During the six months ended February 15, 2005,Gbmpany issued to accredited investors in a pripteement: (i) 15% Exchangeable Convertible Notgh &
principalamount of $6.1 million, (ii) an aggregate of 61B&hares of common stock, and (ii) a right to ree@ warrant to purchase common stock. The Compeasived gros
proceeds of $6.1 million from this private placemére securities issued in the acquisition weferefl and sold pursuant to the exemption from tegtisn afforded by Rule 5t
under the Securities Act of 1933 (the “Securitiet”Aand/or Section 4(2) of the Securities Act. In catiom with this private placement, the Company erdento Registratic
Rights Agreements with the purchasers requiring, #r@ong other things, the Company register theeshiasued, those shares issuable on conversitre oiotes and those she
issuable upon exercise of the warrant for resatkeuthe Securities Act.
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In addition, the Company issued to the placemeehtsgwho assisted with the sale of the Notes, wisr® purchase 216,875 shares of Common Stockpdte o
$1.50 per share. These warrants expire on Feb4arg010. The Company is obligated to registerdsale the shares of common stock issuable upasisge®f the warrants.

On June 30, 2005 the Company, in exchange foruaitanding 15% Exchangeable Convertible SubordihBlietes and the associated rights to warrantsedssu thr
accredited investors holding the notes: (i) an egagte of 5,658,575 shares of our common stock$Séifjes A Warrants to purchase an aggregate ol ®98 shares of our comm
stock, (iii) Series B Warrants to purchase an aggmpes of 2,216,799 shares of our common stock, andSéries C Warrants to purchase an aggregate48B8498 shares of ¢
common stock. In connection with this exchangeroffg the Company entered into a Registration Rigkgreement dated June 17, 2005 with the partitspanthe exchange oft
requiring that, among other things, the Companystegthe shares issued in the exchange offerssudble upon exercise of the warrants, for resadenthe Securities Act.

The notes and shares of common stock and warrastyiled above were offered and sold pursuante@iemption from registration afforded by Rule &®&ler th
Securities Act, Section 3(a)(9) of the Securities And/or Section 4(2) of the Securities Act.

Sale of Common Stock, Series A Warrants, Series B &ttants and Series C Warrants

In the month ended July 15, 2005, the Company cetegdla private placement to accredited investo(§) @h aggregate of 3,834,508 shares of commarksiba pe
share price of $1.50 pursuant to the terms of SesiPurchase Agreements dated June 17, 2005uynd 3, 2005 by and among the Company and eacheoptirchasers.
connection with this private placement, the Compantered into a Registration Rights Agreement datetk 17, 2005 and July 15, 2005 with the purclsasejuiring that, amoi
other things, the Company register the sharesefale under the Securities Act.

In addition, the Company issued to the placemeahtgassisting with the private placement, warréhis “Placement Agent Warrants purchase 228,992 share:
common stock at an exercise price of $1.50 peresiidre Placement Agent Warrants are exercisabledumte 17, 2010. The Company is obligated to tegif®r resale the shai
of common stock issuable upon exercise of the Rlacé Agent Warrants.

The shares of common stock and warrants describedeavere offered and sold pursuant to the exemgtmm registration afforded by Rule 506 under Seeuritie
Act and/or Section 4(2) of the Securities Act.

Shares of Common Stock Issued To the University @hicago

Pursuant to the terms of a First Amended and Rastaicense Agreement (the “License Agreementijed December 30, 2004 with the University of @b th:
Company has issued 533,064 shares of common stagbnisideration of the license granted to the Camppdhe License Agreement obligates the Companya feeriod of time
to issue sufficient shares so as to enable theddsity of Chicago to maintain a certain percentagaership. Thus the shares were issued from tintien® as the Company isst
shares in connection with its various offeringse ®iares of common stock were offered and soldupntsto the exemption from registration affordedSsction 4(2) under tl
Securities Act. In connection with the License Agreent, the Company agreed to register the shamesdghereunder for resale under the Securities Act
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Item 16. Exhibits and Financial Statement Schedules

(@) Exhibits. The following exhibits of the Company are inclddeerein.

Exhibit 2.1 Stock Purchase Agreement (incorporated by referemBhibit 2.1 to the Company's Current Reporfonm K filed June 4, 2004)
Exhibit 2.2 Merger Agreement (incorporated by reference to Eix[2.1 to the Company's Current Report on 8-Kdfi@ctober 8, 2004)
Exhibit 3.1 Amended and Restated Articles of Incorporation diporated by reference to Exhibit A to the Compariyéfinitive Information Stateme

filed on June 29, 2004)
Exhibit 3.2 * By-laws

Exhibit 4.1 Form of Common Stock Certificate (incorporated bference to Exhibit 2.3 to the Company's Registra8tatement on Form 18B (File No
000-25513), initially filed March 8, 1999

Exhibit 5.1 * Opinion of Vinson & Elkins L.L.P.

Exhibit 10.1 2004 Compensatory Stock Option Plan (incorporatetekerence to Exhibit B to the Company's Defirétinformation Statement filed on Ji
29, 2004)

Exhibit 10.2 Employment Agreement of David McWilliams (incorpted by reference to Exhibit 10.1 to the Companylsai@erly Report on Form 1QSE

filed November 16, 2004)

Exhibit 10.3 Second Amended Employment Agreement of William Ro(iscorporated by reference to Exhibit 99.1 to @@mpany's Current Report
Form 8-K filed February 4, 2005)

Exhibit 10.4 Amended Employment Agreement of Warren C. Lau (ipotated by reference to Exhibit 99.2 to the Conyfsa@urrent Report on Form8-
filed February 4, 2005)

Exhibit 10.5 Director's Agreement of David McWilliams (incorpted by reference to Exhibit 10.4 to the Companysi@erly Report on Form 1QSE
filed November 16, 2004)

Exhibit 10.6 Director's Agreement of Robert H. Gow (incorporatgdeference to Exhibit 10.6 to the Company's AairReport on Form 18:SB filed April
15, 2005)

Exhibit 10.7 Director's Agreement of Paul Frison (incorporatgddference to Exhibit 10.7 to the Company's AnrReport on Form 18&SB filed April 15
2005)

Exhibit 10.8 Director's Agreement of Tony Kamin (incorporatedriference to Exhibit 10.8 to the Company's AnrRRe@port on Form 1&SB filed April
15, 2005)

Exhibit 10.9 Director's Agreement of Brian Rodriguez (incorperhby reference to Exhibit 10.2 to the Company'ar@@uly Report on Form 1QSB filec

November 16, 2004
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Exhibit 10.10 Scientific Board Advisory Agreement of Yong Zhaadarporated by reference to Exhibit 10.3 to the fany's Quarterly Report on Form 10-
QSB filed November 16, 2004)

Exhibit 10.11 Termination Settlement and Release Agreement witRyne Fritzsche (incorporated by reference toiliik99.3 to the Company's Curn
Report on Form 8-K filed February 4, 2005)

Exhibit 10.12 Form of Warrant Agreement (incorporated by refeestecExhibit 10.13 to the Company's Annual ReparForm 10KSB filed April 15, 2005

Exhibit 10.13 Amended and Restated License Agreement with Ba@hitege of Medicine (incorporated by reference tchiBit 10.14 to the Compan
Annual Report on Form 10-KSB filed April 15, 2005)

Exhibit 10.14 Amended and Restated License Agreement with Urityeo$ Chicago (incorporated by reference to Exhitd).15 to the Company's Ann
Report on Form 10-KSB filed April 15, 2005)

Exhibit 10.15 * Form of Series A Common Stock Purchase Warrant

Exhibit 10.16 * Form of Series B Common Stock Purchase Warrant

Exhibit 10.17 * Form of Series C Common Stock Purchase Warrant

Exhibit 10.18 * Securities Purchase Agreement dated June 17, 308Bdamong the Company and the Investors nameeirthe

Exhibit 10.19 * Registration Rights Agreement dated June 17, 2§0&nid among the purchasers of common stock naneeelith

Exhibit 10.20 * Securities Purchase Agreement dated June 30, 308Bdamong the Company and the purchasers of constook hamed therein

Exhibit 10.21 * Securities Purchase Agreement dated July 15, 29@Hhd among the Company and the Investors hameelithe

Exhibit 10.22 * Registration Rights Agreement dated July 15, 200&rd among the Company and the Investors nameeinhe

Exhibit 10.23** License Agreement dated January 13, 2006 by thep@oynand Shanghai Institute for Biological Services

Exhibit 10.24 Lease Agreement dated August 19, 2005 by the Coypad Dirk D. Laukien(incorporated by referenceEdhibit 10.13 to the Compan

Annual Report on Form 10-KSB filed March 31, 2006)

Exhibit 10.25 *** Form of Broker Stock Purchase Warrant Agreement
Exhibit 23.1 *** Consent of Malone & Bailey, PC
Exhibit 23.2 Consent of Vinson & Elkins L.L.P. (included in Ekiti5.1)

* Previously filed on Form &-2 filed July 19, 200!
**  Previously filed on Post Amendment #2 filed February 9, 200

***  Fjled herewith
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thereto.

Item 17. Undertakings.

@

(b)

(b)

Financial Statement Schedules.

All schedules are omitted because they are inagiglcor the requested information is shown in thiesolidated financial statements of the registaantelated note

The undersigned registrant hereby underta

M

@

©)

To file, during any period in which offers or sale® being made, a p-effective amendment to this registration statem

@
(i)

(iii)

To include any prospectus required by Section 1B)af the Securities Act of 193

To reflect in the prospectus any facts or everitsray after the effective date of the registratsdatement (or the most recent
post-effective amendment thereof) which, individipal in the aggregate, represents a fundamentaigd in the information
set forth in the registration statement. Notwithsliag the foregoing, any increase or decrease lumve of securities offered
(if the total dollar value of securities offered wd not exceed that which was registered) and a&wation from the low or
high end of the estimated maximum offering rangg tmareflected in the form of prospectus filed wiitle Securities and
Exchange Commission pursuant to Rule424(b) ithendggregate, the changes in volume and pricesepr@ao more than a
20 percent change in the maximum aggregate offgnireg set forth in the “Calculation of RegistratiBee” table in the
effective registration statement; a

To include any material information with respecthe plan of distribution not previously disclosadhe registration
statement or any material change to such informatidhe registration stateme

That, for the purpose of determining any liabilityder the Securities Act of 1933, each such pdsti#fe amendment shall be deemed to be a
new registration statement relating to the seagsitiffered therein, and the offering of such séiesrat that time shall be deemed to be the
initial bona fide offering thereo

To remove from registration by means of a pefééctive amendment any of the securities beingsteged which remain unsold at
termination of the offering.

Insofar as indemnification for liabilities arisinmder the Securities Act of 1933 may be permitteditectors, officers and controlling persons df tiegistrar
pursuant to the foregoing provisions, or otherwid® registrant has been advised that in the opimibthe Securities and Exchange Commission
indemnification is against public policy as expegbin the Securities Act of 1933 and is, therefargenforceable. In the event that a claim for indigication
against such liabilities (other than the paymenthsy registrant of expenses incurred or paid byrectbr, officer or controlling person of the retgant in the
successful defense of any action, suit or procegdinasserted by such director, officer or cofiitiglperson in connection with the securities baiegistered, tr
registrant will, unless in the opinion of its coehthe matter has been settled by controlling pteng submit to a court of appropriate jurisdictibe questio
whether such indemnification by it is against palpiolicy as expressed in the Securities Act of 1838 will be governed by the final adjudicatiorsath issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoAd933, as amended, the Registrant has duly catiiedregistration Statement to be signed on itsaliedy the
undersigned, thereunto duly authorized, in the Gitllouston, State of Texas, on the 10th day oflAp©06.

PHARMAFRONTIERS CORP.

By: /s _David B. McWilliams
Name: David B. McWilliams

Title: Chief Executive Officer

By: /s/ _C. Wiliam Rouse
Name: C. William Rouse

Title: Chief Financial Officer and

Principal Accounting Officer

Pursuant to the requirements of the SecuritiesofAd933, as amended, this Registration Statemenbéan signed below by the following persons incédyeacities ar

on the dates indicated.

Signature

Brooks Boveroux

/sl David B. McWilliams

David B. McWilliams

/sl C. William Rouse

C. William Rouse

Anthony N. Kamin

Paul M. Frison

Terry Wesner

* By: /s/ David B. McWilliams
David B. McWilliams

Title

Chairman of the Board and Director

President, Chief Executive Officer and
Director (principal executive officer)

Chief Financial Officer

(principal financial and accounting officer)

Director

Director

Director

Signature Page for
Form SB-2 - Registration Statement

Date

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006






Warrant Agreement

This Warrant and the Shares of common stock issuablupon the exercise hereof have not been registeredder either the Securities Act of 1933, as amendg“Act”), or
applicable state securities laws (“State Acts”and shall not be sold, pledged, hypothecated, doret, or otherwise transferred (whether or not for casideration) by the
Holder except upon the issuance to the Company ofnaopinion of counsel or submission to the Companyfasuch evidence as may be satisfactory to counsel the
Company, in each such case, to the effect that asych transfer shall not be in violation of the Actand the State Acts.

Warrant to Purchase «No_of_Warrants» Shares of Common Stock

PharmaFrontiers corp.
(a Texas corporation)
2408 Timberloch Place, Suite B-7
The Woodlands, Texas 77380

Not Transferable or Exercisable Except
upon Conditions Herein Specified

PharmaFrontiers, Corp. , a Texas corporation (“Company”), hereby certitieast«Name» , its registered successors and permitted assigistaszd on the books
the Company maintained for such purposes, as tjisteeed holder hereof (“Holder"jor value received, is entitled to purchase from @ompany the number of fully paid
non-assessable shares of Common Stock of the Confffaimares” or “Common Stock”jtated above at the purchase price per SharerfietridcSection 1(b) below (the numbel
Shares and Exercise Price being subject to adjudtasehereinafter provided) upon the terms anditiond herein provided.

TERMS

1. Exercise of Warrants

(a) Subject to subsection (b) of this Section 1, upmsentation and surrender of this Warrant Agreemeithh the attached Purchase Form duly executt
the principal office of the Company, or at suchesthlace as the Company may designate by notitteetblolder hereof, together with a certified or baashiers check payable
the order of the Company in the amount of the Bger®rice times the number of Shares being purchake Company shall deliver to the Holder heresf,promptly
practicable, certificates representing the Shae@sgopurchased. This Warrant may be exercised imlevbr in part; and, in case of exercise heregfart only, the Company, up
surrender hereof, will deliver to the Holder a néimrrant Agreement or Warrant Agreements of likeotezntitling the Holder to purchase the number lo&r8s as to which tt
Warrant has not been exercised.

(b) This Warrant may be exercised at a pric&bb0per share (the “Exercise Price”); provided howewiiat the Exercise Price shall be subject to ujes
pursuant to Section 6(b). The Warrant shall exppen the close of business duly 18, 2010.

2. Exchange and Transfer of Warrant

At any time prior to the exercise hereof, upon engation and surrender to the Company, this Wal@ntay be exchanged, alone or with other Warrahiike teno
registered in the name of the Holder, for anotherrhht or other Warrants of like tenor in the nashesuch Holder exercisable for the same aggregateber of Shares as 1
Warrant or Warrants surrendered, but (b) may natdde, transferred, hypothecated, or assignedhmlevor in part, without the prior written consefithe Company.
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3. Rights and Obligations of Warrant Holder

(a) The Holder of this Warrant Agreement shall not,Jifue hereof, be entitled to any rights of a stoakler in the Company, either at law or in eqt
provided, however that in the event that any certificate represgnthe Shares is issued to the Holder hereof ugercise of this Warrant, such Holder shall, formirposes, t
deemed to have become the holder of record of Sinelres on the date on which this Warrant Agreentegether with a duly executed Purchase Form, wa®isdered ar
payment of the Exercise Price was made, irrespedithe date of delivery of such Share certificatee rights of the Holder of this Warrant are biedai to those expressed he
and the Holder of this Warrant, by his acceptareredf, consents to and agrees to be bound by atwhtply with all the provisions of this Warrant Agment, including, witho
limitation, all the obligations imposed upon thelthsr hereof by Sections 2 and 5 hereof. In addjtiba Holder of this Warrant Agreement, by acceptimee same, agrees that
Company may deem and treat the person in whose ttasn&/arrant Agreement is registered on the badke Company maintained for such purposes aslikselute, true ai
lawful owner for all purposes whatsoever, notwidingting any notation of ownership or other writihgreon, and the Company shall not be affected fgynatice to the contrary.

(b) No Holder of this Warrant Agreement shall be eatitto vote or receive dividends or to be deemedthder of Shares for any purpose, nor shall ang
contained in this Warrant Agreement be construecbtder upon any Holder of this Warrant Agreememt af the rights of a stockholder of the Companyny right to vote, giv
or withhold consent to any action by the Companketier upon any recapitalization, issue of stoeklassification of stock, consolidation, mergemwsyance or otherwis
receive notice of meetings or other action affegstockholders (except for notices provided forelr®; receive dividends, subscription rights, drestise, until this Warrant sh
have been exercised and the Shares purchasablehgerercise thereof shall have become deliverablerovided herein; provided, howevéhat any such exercise on any
when the stock transfer books of the Company $ielllosed shall constitute the person in whose rthmeertificate for those Shares are to be issisetthe record holder ther
for all purposes at the opening of business omthé succeeding day on which such stock transfek&are open, and the Warrant surrendered shabbendeemed to have be
exercised, in whole or in part as the case mayib#, the next succeeding day on which stock tranbboks are open for the purpose of determiniriglement to dividends on tl
Company’s common stock.

(c) The Holder has certain registration rights as eghfin Exhibit “A”.

4, Shares Underlying Warrant

The Company covenants and agrees that all Shaligeréd upon exercise of this Warrant shall, upetivéry and payment therefor, be duly and validigherized an
issued, fully paid and non-assessable, and frem &lbstamp taxes, liens and charges with respetttet purchase thereof.

5. Disposition of Warrant or Shares

(a) The Holder of this Warrant and any transferee Heoeoof the Shares issuable upon the exercise ®fWharrant, by their acceptance hereof, he
understand and agree that the Warrant, and theeSkesuable upon the exercise hereof, have not teggstered under either the Act or State Acts stmall not be sold, pledge
hypothecated, or otherwise transferred (whethebfor consideration) except upon delivery to @@mpany of an opinion of its counsel satisfactaryhe Company or its coun
that registration is not required for such transfiesubmission to the Company of such evidenceashme satisfactory to the Company or its counsetaich such case, to the ef
that any such transfer shall not be in violatiortha Act or the State Acts. It shall be a conditiorthe transfer of this Warrant that any transfené this Warrant deliver to t
Company his written agreement to accept and be dduynall of the terms and conditions of this Watrabhe Holder acknowledges that the Company hasgrenited an
registration rights hereunder.
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(b) The Holder of this Warrant Agreement and any traresf hereof or of the Shares issuable upon theisgesf the Warrant Agreement, by their accept
hereof, hereby understand and agree that the Waemad the Shares issuable upon the exercise hévaeé not been registered under either the AGtate Acts and shall not
sold, pledged, hypothecated, or otherwise trarsfiefiwhether or not for consideration) except ugmnissuance to the Company of an opinion of couiaselrable to the Compa
or its counsel or submission to the Company of idtience as may be satisfactory to the Compaiitg epunsel, in each such case, to the effectahwtsuch transfer shall not
in violation of the Act or the State Acts. It shbB a condition to the transfer of this Warrant tuay transferee of this Warrant delivers to thenpany his written agreement
accept and be bound by all of the terms and canditof this Warrant Agreement. The Holder acknogéesdthat the Company has not granted any reg@tratihts hereunder.

(c) The stock certificates of the Company that willdance the shares of Common Stock with respect tohathis Warrant may be exercisable will be impgthiwvith ¢
conspicuous legend in substantially the followingni:

“The securities represented by this certificateehawt been registered under either the Securit@fA1933 (“Act”) or the securities laws of anyata
(“State Acts”). Such securities shall not be sgitbdged, hypothecated, or otherwise transferrede{dr or not for consideration) at any time
whatsoever except upon registration or upon defiterthe Company of an opinion of its counsel $atory to the Company or its counsel that
registration is not required for such transferhler submission of such other evidence as may b&faettiry to the Company or its counsel to the ¢ffec
that any such transfer shall not be in violatiorthaf Act, State Acts or any rule or regulation pubgrated thereunder.”

6. Adjustments

The number of Shares purchasable upon the exestisach Warrant is subject to adjustment from tbméime upon the occurrence of any of the eventsrmrate
below:

(@) If at any time after the date of this Warrant andieng as this Warrant is outstanding, there isa(gtock split, stock dividend, subdivision, or &ar
distribution with respect to the Common Stock, &igombination of the Common Stock, or (iii) a saléssuance of Common Stock, or exchangeablefd€€ommon Stock, or a
rights, options or warrants to subscribe for optiochase of its Common Stock, then, in such evkatExercise Price shall be adjusted in accordaiitte(b) below.

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

(i) If the Company (A) shall pay a stock dividend ohextvise make a distribution or distributions onrskaof its Common Stock payable in share
Common Stock, (B) subdivide outstanding shares ah@on Stock into a larger number of shares, (C)@oenoutstanding shares of Common Stock into aler
number of shares, or (D) issue by reclassificatibshares of Common Stock any shares of capitakstd the Company, the Exercise Price shall be ipligt by ¢
fraction of which the numerator shall be the numbkshares of Common Stock (excluding treasury eshaif any) outstanding before such event and dthvthe
denominator shall be the number of shares of Com&took outstanding after such event. Any adjustmeadde pursuant to this subparagraph (i) shall beoeffiectivt
immediately after the record date for the determdmaof stockholders entitled to receive such dirid or distribution and shall become effective irdiately after th
effective date in the case of a subdivision, coratiam or re-classification.
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(i) If the Company shall distribute to all holders adrimon Stock evidences of its indebtedness or asseights or warrants to subscribe for or purc
any security (excluding those referred to in subpeaph (i) above), then in each such case the EeeRrice shall be determined by multiplying theekeise Price i
effect immediately prior to the record date fixed letermination of stockholders entitled to reeesuch distribution by a fraction of which the demioator shall be tt
market price of Common Stock determined as of #wend date mentioned above, and of which the nuaresaall be such market price of the Common Statlsucl
record date less the then fair market value at seicbrd date of the portion of such assets or exid®f indebtedness so distributed applicable toartstanding she
of Common Stock as determined by the Company'sdbofadirectors in good faith; providedhowever, that if the Holder disputes such amount, the Eolday select
nationally recognized or major regional investmieatking firm or firm of independent certified pubkccountants of recognized standing (an “Appraiseaid for by
the Holder and the Company equally, in which c&eefair market value shall be equal to the avedghe determinations by the Compasiyoard of directors a
such Appraiser. In either case the adjustments bealescribed in a statement provided to the Hadfi¢he portion of assets or evidences of indefsd so distributt
or such subscription rights applicable to one slsi@mmon Stock. Such adjustment shall be madenewter any such distribution is made and shall bexeffective
immediately after the record date mentioned above.

(iii) In case the Company (A) consolidates with or mengesany other entity and is not the continuingsorviving entity of such consolidation
merger, or (B) permits any other entity to consatidwith or merge into the Company and the Compsitlye continuing or surviving Company but, in cention witt
such consolidation or merger, the Common Stock@nged into or exchanged for common stock or atbeurities of any other entity or cash or any otssets, or ((
transfers all or substantially all of its propestiand assets to any other entity, or (D) effeatsoaganization or reclassification of the equitytlid Company in suck
way that holders of Common Stock shall be entittedeceive stock, securities, cash or assets wihact to or in exchange for Common Stock, thed,iameach suc
case, proper provision shall be made so that, tiperexercise of the Warrant at any time after fresammation of such consolidation, merger, transéarganizatio
or reclassification, the Holder shall be entitled¢ceive (at the Exercise Price in effect for CannStock issuable upon such exercise of the Wamamediately prio
to such consummation), in lieu of Common Stockabde upon such exercise of the Warrant prior tdhssansummation, the stock and other securitie$) aad asse
to which the Holder would have been entitled upachsconsummation if such Holder had so exercisedfarrant immediately prior thereto.

(©) Upon each adjustment of the Exercise Price pursiea(it) above, the Warrant outstanding prior tohsadjustment in the Exercise Price shall there
evidence the right to purchase, at the adjusteddSePrice, that number of shares of Common Sgeakulated to the nearest hundredth) obtained)byltiplying the number «
shares of Common Stock issuable upon exerciseediMtarrant prior to adjustment of the number of seaf Common Stock by the Exercise Price in effeitr to adjustment
the Exercise Price and (ii) dividing the productodtained by the Exercise Price in effect aftehsadjustment of the exercise price.

(d) In case the Company (i) consolidates with or merg&gsany other entity and is not the continuingsarviving entity of such consolidation or merge
(i) permits any other entity to consolidate withroerge into the Company and the Company is théiraang or surviving Company but, in connectionwguch consolidation
merger, the Common Stock is changed into or exabdiigr common stock or other securities of any o#rity or cash or any other assets, or (iii) $fars all or substantially
of its properties and assets to any other entityivp effects a reorganization or reclassificatminthe equity of the Company in such a way thdtés of Common Stock shall
entitled to receive stock, securities, cash ortasséh respect to or in exchange for Common Stdickn, and in each such case, proper provision bhahade so that, upon
exercise of this Warrant at any time after the comsation of such consolidation, merger, transfeoyganization or reclassification, the Holder shallentitled to receive (at
aggregate Exercise Price in effect for Common Stsskable upon such exercise of this Warrant imatet}i prior to such consummation), in lieu of Conm&tock issuable up:
such exercise of this Warrant prior to such consation, the stock and other securities, cash anetsss which such Holder would have been entitlednusuch consummatior
such Holder had so exercised this Warrant immelgigteor thereto.

Page 4 of




7. Loss or Destruction

Upon receipt of evidence satisfactory to the Corgpafnthe loss, theft, destruction or mutilationthfs Warrant Agreement and, in the case of any $oe$, theft c
destruction, upon delivery of an indemnity agreetrerbond satisfactory in form, substance and armttuthe Company or, in the case of any such ntigitaupon surrender a
cancellation of this Warrant Agreement, the Compailyexecute and deliver, in lieu thereof, a nevaiant Agreement of like tenor.

8. Survival.

The various representations, warranties, rightsabidjations of the Holder hereof as set forth lreshall survive the exercise of the Warrants repnéed hereby a
the surrender of this Warrant Agreement.

9. Notices.

Whenever any notice, payment of any purchase poicether communication is required to be giverelivered under the terms of this Warrant, it shallin writing
and delivered by hand delivery or United Statessteged or certified mail, return receipt requesteubtage prepaid (or similar delivery if outsidele United States), and will
deemed to have been given or delivered on thesietie notice, purchase price or other communicas@o delivered or posted, as the case may be;ifatodthe Company, it wi
be addressed to the address specified on the pagerhereof, and if to the Holder, it will be adsed to the registered Holder at its, his or hdresk as it appears on the book
the Company.
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SIGNATURE PAGE
WARRANT AGREEMENT

If the foregoing is in accordance with your undansting, please sign the form of confirmation anceatance on the enclosed counterpart of this Ageaémnd retur
the same to the Company, whereupon this Agreenmatitlse a binding agreement between you and thepaasm

Very truly yours,

PharmaFrontiers Corp.

VSO B

David McWilliams, CEC

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

By:

Name:

Title:
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PURCHASE FORM
( To be signed only upon exercise of Warnant

To Pharmafrontiers, corp. :

The undersigned, the holder of the enclosed Warhameby irrevocably elects to exercise the purehight represented by such Warrant for, and tclpase thereund:
* shares of Common Stock of PharmaFrant@orp., and herewith makes payment of $ therefor, and requests that the certificateedtificates fo
such shares be issued in the name of and deliverthé undersigned.

Dated:
(Signature must conform in all respects to
name of holder as specified on the face of
the enclosed Warrant)
(Address)
(SSN#)
* Insert here the number of shares called for orfabe of the Warrant without making any adjustmentadditional Common Stock or any other stock tveosecuritie

or property or cash which, pursuant to the adjustmpeovisions of the Warrant Agreement pursuantiich the Warrant was granted, may be deliverecige@rcise.

Page 7 of




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&GRM

To the Stockholders and Board of Directors
PharmaFrontiers Corp.
The Woodlands, Texas

We hereby consent to the incorporation by referémd¢bis Registration Statement on Form SB-2/A @port dated February 7, 2006 included hereinHertivo years ended
December 31, 2005 and the period from
January 22, 2003 (Inception) through December 8052

We also consent to the references to us underegheimg “Experts” in such Document.

April 6, 2006

Malone & Bailey, PC
www.malone-bailey.com
Houston, Texas



