EDGAROnline

OPEXA THERAPEUTICS, INC.

FORM SB-2/A

(Securities Registration: Small Business)

Filed 01/08/08

Address 2635 TECHNOLOGY FOREST BLVD.
THE WOODLANDS, TX 77381
Telephone (281) 272-9331
CIK 0001069308
Symbol OPXA
SIC Code 2834 - Pharmaceutical Preparations
Industry  Biotechnology & Drugs
Sector Healthcare

Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents
Index to Financial Statements
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Registration No. 33314716"

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Amendment No. 2
to
FORM SB-2

REGISTRATION STATEMENT

Under
THE SECURITIES ACT OF 1933

Opexa Therapeutics, Inc.

(Name of small business issuer on its charter)

Texas 2834 76-033316¢&
(State or Other Jurisdiction of (Primary Standard Industrial (I.LR.S. Employer
Incorporation or Organization) Classification Code Number) Identification Number)

2635 North Crescent Ridge Drive
The Woodlands, Texas 77381
(281) 272-9331

(Address and telephone number of principal executiw offices and principal place of business)

Lynne Hohlfeld
2635 North Crescent Ridge Drive
The Woodlands, Texas 77381
(281) 272-9331

(Name, address and telephone number of agent forrsece)

Copy to: Copy to:
Michael C. Blaney, Esquire Andrew Hudders, Esquire
Vinson & Elkins LLP Golenbock Eiseman Assor Bell & Peskoe
1001 Fannin, Suite 2300 437 Madison Avenue
Houston, TX 77002 New York, NY
(713) 758-2222 (212) 907-7349

Approximate date of commencement of proposed sale the public: ~ As soon as practicable after the effective détais registratio
statement.

If this form is filed to register additional sedigs for an offering pursuant to Rule 462(b) untther Securities Act, check the following
box and list the Securities Act registration staatmumber of the earlier effective registraticatestent for the same offering:[J

If this Form is a post-effective amendment filedguant to Rule 462(c) under the Securities Actckhbe following box and list the
Securities Act registration statement number ofethidier effective registration statement for taene offering: O

If this Form is a post-effective amendment filedguant to Rule 462(d) under the Securities Actckhee following box and list the
Securities Act registration statement number ofethidier effective registration statement for thene offering: O



If delivery of the prospectus is expected to be enawukrsuant to Rule 434, check the following boyOJ
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CALCULATION OF REGISTRATION FEE:

Proposed
Number of Maximum Amount of
shares being Price per Aggregate Registration
Title of each class of securities to be registered registered security Offering Price Fee
Common Stock, $0.50 par value per st 5,175,00( $3.79(1) $19,613,25( $602.13
Series E Warrant to purchase Common Stoc 5,175,00( $0.15(2) $ 776,25( $ 23.83
Common stock underlying the Series E Warri 5,175,00(C $3.79(2) $19,613,25( $602.13
Underwriter Purchase Options( 450,000 $ 10( $ —
Common Stock underlying the Underwri
Purchase Optio 450,000 $4.55(2) $ 2,047,50( $ 62.86
Series E Warrants Underlying the Underwr
Purchase Option(: 450,000 $0.18(2) $  81,00( $ 248
Common Stock underlying the Series E Warran|
the Underwriter Purchase Opti 450,000 $3.79(2) $1,705,50 $ 52.36
(1) Estimated solely for the purpose of calculatingah®unt of registration fee pursuant to Rule 45ué(ajer the Securities Act of 1933,
amended

(2) Calculated pursuant to Rule 457(g) based on amatdiof the proposed maximum aggregate offeringeg
(3) Pursuant to Rule 416 under the Securities Actgethee also being registered hereby such additindaterminate number of shares
may become issuable pursuant to the antidilutiawipions of the warrant:
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

Preliminary Prospectus Subject to Completion, Dated January ¢
200¢

= 1% 1| = W 1 e

Opexa Therapeutics, Inc.

4,500,000 Shares of Common Stock and
4,500,000 Series E Warrants to Purchase One Share@ommon Stock

We are offering 4,500,000 shares of common stodkSeries E warrants to purchase 4,500,000 shaeesmwhon stock at an exercise
price of $ (125% of the offering priceome share of common stock). We are offering tamon stock and warrants separately and not
as a combined unit. This prospectus also coverefteeand sale of 4,500,000 shares of our comnimekdssuable upon exercise of the Series
E warrants.

Our common stock is currently traded on the NASDBgpital Market under the symbol “OPXA.” We expduittithe Series E warrants
will be listed for trading on the NASDAQ Capital kk&t under the symbol “OPXAWOn January 3, 2008, the reported closing priceshare
of our common stock was $2.27.

Investing in our common stock and our warrants invdves a high degree of risk. You should read carefiyl
this entire prospectus, including the section captned “ Risk Factors” beginning on page 5, before making a
decision to purchase our stock.

Per Share o
Per Series t
Common
Public Offering Price Stock Warrant Total
Public Offering Price $ $ 0.15( $
Underwriting discounts and commissidhs $ $ 0.01f $
Proceeds, before expenses to Og $ $ 0.13¢ $

(1) 10% of the gross proceeds to be paid to themwwmiters. We have also agreed to pay the undexxsra non-accountable expense
allowance equal to 1% of the gross proceeds obffeging.

We have granted the underwriters a 45-day optigputohase up to 675,000 shares of common stockZB®00 warrants to cover over-
allotments, if any.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or disproved of these
securities or passed upon the accuracy or adequaof this prospectus. Any representation to the contry is a criminal offense.

MDB Capital Group LLC GunnAllen Financial, Inc.

The date of this prospectus is , 2008
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OPEXA THERAPEUTICS

Opexs Therapeulics B o cellilar therapy company developing paflentapecific theropies o freal severa) mojor
Mnesses. incfuding multicle sclerasik, rheumatoid arfhrits and digbefes. Qur feod product & Tovandin®™ for the
freatment of multiple sclerask. Tovaxin b cuwrently In a fullv-enroled, 150 patient Phase b study In the United
States and resuills ‘are expected in the fourth quorfer of 2008,

Tovaxin® Treatment Approach to Multiple Sclerosis

MS Is o disease ol the central nervous system
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Tovaxin® freatment approach
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* Towaxin T-cell Yoocine hos .o dual mechanism of action:
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information about us and the shares of our commontsck covered by this prospectus. The registrationtatement, including the exhibits,

can be read on the SEC website or at the SEC offeeentioned under the heading “Where You Can Find Mre Information.”
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PROSPECTUS SUMMARY

The following summary highlights selected informatirom this prospectus and does not contain athefinformation that you
should consider before investing in our commonlkstdbis prospectus contains information regarding businesses and detailed
financial information. You should carefully readstientire prospectus, including the historical firtédal statements and related not
before making an investment decision.

In this prospectus, “Opexa Therapeutics, Inc.,” ttempany,” “we,” “us” or “our” refer to Opexa Therapeutics, Inc., a Texas
corporation, and its subsidiaries, except whereeotlise indicated or required by context.

Our Business

We are a biopharmaceutical company developing agdeis (using ons’own cells) cellular therapies to treat severgbminesses
including multiple sclerosis (MS), rheumatoid aitibr(RA), and diabetes. These therapies are basenlir proprietary T-cell and adult
stem cell technologies.

Our lead product, Tovaxif, is a Teell based therapeutic vaccine for MS licensed fteenBaylor College of Medicine, which offe
a unique and personalized approach to treatindifease by inducing an immune response againsiutiocénmune myelin peptide-
reactive T-cells (MRTCs), which are believed torégponsible for the initiation of the disease pssce

We are currently conducting a fully enrolled 15@igrat Phase Ilb clinical trial for Tovaxin. Patisriteated in a 10-subject, open-
label Phase I/1l dose escalation clinical trialhwltovaxin have experienced minimal side effectsthed'per protocol” analysis of patients
treated with Tovaxin achieved a 90% reduction (p889) in annualized relapse rate (ARR). AnnualiRethpse Rate is a defined
neurological episode and is generally the priméiniaal efficacy measure for MS therapies. The grineated with the mid dose (30-45 x
10%attenuated T-cells) achieved a 100% reduction ilRARhe Phase IIb trial is being conducted withrttid dose.

In a one-year, 8-subject extension clinical triatedapsing remitting (RRMS) and secondary proguweséSPMS) subjects, the “per-
protocol” analysis of Tovaxin therapy achieved &9=0.0078) reduction in annualized relapse rAiR) in subjects who received two
treatment doses of 30-45 x 48ttenuated T-cells eight weeks apart and were mi@ttfor an additional 44 weeks. Subjects in the
extension study had previously been treated arageesf approximately 5 years earlier at Baylor €l of Medicine under the direction
of the Tovaxin inventor Jingwu Zhang, M.D., Ph.Ditwan early version of the T-cell vaccine.

Some patients in the open label Phase /1l stugl@s appear to experience an improvement of theitzKe Expanded Disability
Status Scale (EDSS), a scoring method used to meetiidisability of MS patients. Improvements DES are not frequently observet
patients following treatment with other currenilyeinsed therapies. Although the data from our PhHdeals appears to be promising,
the Phase llb trial is being conducted to confinese results.

We also hold exclusive worldwide license for theeilectual property rights and research resul@méutologous T-cell vaccine for
RA from the Shanghai Institutes for Biological Sues (SIBS), Chinese Academy of Sciences of thelEsdRepublic of China.

Our RA T-cell vaccination (TCV) technology is coptaally similar to Tovaxin. RA is an autoimmune &Hemediated disease in
which pathogenic T-cells trigger an inflammatoryawnmune response of the synovial joints of thestgrishoulders, knees, ankles and
feet which causes pain, stiffness, and swellingiaddthe joints and erosion into cartilage and badie. RA TCV technology allows the
isolation of these pathogenic T-cells from synoflisild drawn from a patient. These T-cells will gwn to therapeutic levels and
attenuated by gamma irradiation in our laborat®he attenuated T-cells will be injected subcutasgounto patients
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thereby inducing an immune response directed gbdki@ogenic -cells in the patier's body. This immune response regulates the lev
pathogenic T-cells and potentially allows the reaurcof joint swelling in RA patients. Human triglsat have been conducted in China
show minimal side-effects and promising efficacyasieed as a reduction of joint swelling followitg fT-cell vaccination.

We also have an exclusive license from the Unitaerdi Chicago, through its prime contractor relaghip with Argonne National
Laboratory, to a stem cell technology in which adoalltipotent stem cells are derived from monocytelsite blood cells) obtained from
the patient’s own blood. We are initially pursuingications in diabetes mellitus with our stem ¢leirapy and are conducting preclinical
animal studies.

Our stem cell technology isolates novel multipotaem cells derived from peripheral blood monocytesitro experiments with
monocyte-derived stem cells (MDSC) have shown ttegiracity to differentiate into a wide variety efldypes including pancreatfg
cells. We have demonstrated that these pancrségis clusters derived from MDSCs are composetrektpancreatic cells types ( 3
andd ). These islet clusters are responsive to glucodey@amic the normal pulsatile pattern observeduman islets. The importance of
these stem cells is the ability to easily isolaten from an individual’s circulating monocytes, ard them and administer them back intg
the same patient. This autologous approach proddesthod to overcome any rejection issues andebd for immunosuppressant dr.
which are often associated with current islet talsplantations. This technology may lead to tren&tion of an unlimited source of
pancreatic islet cells suitable for an autologcelstberapy for the treatment of diabetes mellitus.

Our Executive Offices

Our principal executive and administrative offiegifity is located in The Woodlands, Texas at 2B&th Crescent Ridge Drive,
The Woodlands, Texas 77381 and our telephone nuinif281) 272-9331. We maintain a website at wwe@therapeutics.com,
however the information on our website is not jpdthis prospectus, and you should rely only owinfation contained in this prospectus
when making a decision as to whether or not toshireshares of our common stock.
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THE OFFERING

Securities offerec 4,500,000 shares of our common stc
4,500,000 Series E warrants to purchase a shangr@ommon stock; ar
4,500,000 shares of common stock issuable uportiseenf the Series E warran

Series E Warrant term Exercisable upon issuance and until the 5 yeawversary of the issuance, at an exer
price per share equal to $ (125% ofrafteprice). Warrants may be redeemed, i
whole and not in part, at a price of $.01 per watrtgpon 30 days advance notice, if the

last sales price of the common stock equals orezg200% of the then exercise price
for 20 consecutive day

Shares of common stock to be outstanding 11,196,784 share

this offering:

Warrants and options to be outstanding ¢ 9,214,277 warrants and optic
this offering:

Common stock NASDAQ Capital Mark OPXA
symbol:

Expected Warrant NASDAQ Capital Mark OPXAW

Symbol:

Ovel-allotment option 675,000 shares and 675,000 Series E warrants (18 total number of shares a
warrants sold to the publi

Use of proceeds: We intend to use the net proceeds of this offetingonduct our clinical studies, fund
research and development projects and corporapoges, including to meet working
capital needs. Pending these uses, the net prosdléts invested in an interest-bearing
money market account with a financial instituti

Risk factors: See “Risk Factors” for a discussion of the facias should carefully consider before

deciding to invest in our common sto

The number of shares of our common stock to beanding after this offering is based on 6,696, #8drss of common stock
outstanding as of January 3, 2008, assumes noisx@ftthe over-allotment option, and excludes:

* 1,043,925 shares of common stock issuable upoextesise of outstanding options issued pursuaotita@urrent stock option
plan;

» 3,670,352 shares issuable upon the exercise dhodiag warrants
* 4,500,000 shares of common stock issuable upoexteise of Series E warrants offered under trosgectus; an
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* 900,000 shares of common stock that have beenvesséar issuance upon exercise of the underw’ purchase option, ¢
described in th*“Underwritin¢” section of this prospectt

The number of our warrants and options to be outtitg after this offering is based on 3,670,352reuats and 1,043,925 options
outstanding as of January 3, 2008 and assumesencigx of the over-allotment option. Each warrargxercisable for one share of
common stock. The exercise prices of our outstandiarrants range from $5.00 to $40.00, with a weigtaverage exercise price of
$13.52.
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RISK FACTORS

The shares offered hereby have not been approvdisapproved by the Security and Exchange Commissithe securities regulatory
authority of any state, nor has any such regulatoogy reviewed this prospectus for accuracy or detepess. The shares offered hereby are
speculative, involve an unusually high degree i @nd should only be purchased by those who dardab lose their entire investment.
Therefore, prospective investors should carefubigsider the following risk factors before purchasthe shares offered hereby.

Risks Related to Our Business

The following factors affect our business and tiaustry in which we operate. The risks and uncetits described below are not the
only ones we face. Additional risks and uncertamtiot presently known or which we currently coasichmaterial may also have an adverse
effect on our business. If any of the matters dised in the following risk factors were to occur business, financial condition, results of
operations, cash flows, or prospects could be rniadlieadversely affected.

Our business is at an early stage of development.

Our business is at an early stage of developmeatd@hot have any products in late-stage clinitalstor on the market. We are still in
the early stages of identifying and conducting aesle on potential products. Only one of our prodinzts progressed to the stage of being
studied in human clinical trials in the United $&{U.S.). Our potential products will require riegory approval prior to marketing in the
United States and other countries. Obtaining sppnaval will require significant research and deyshent and preclinical and clinical testing.
We may not be able to develop any products, toimbégulatory approvals, to enter clinical triatg iny of our product candidates, or to
commercialize any products. Our product candidatayg prove to have undesirable and unintended $idete or other characteristics
adversely affecting their safety, efficacy or ceffectiveness that could prevent or limit their.usay product using any of our technology may
fail to provide the intended therapeutic benebitsachieve therapeutic benefits equal to or bétin the standard of treatment at the time of
testing or production.

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

We have not generated any profits since our entrythe biotechnology business, have no sourcewefitues, and have incurred
significant operating losses. We expect to incutittwhal operating losses for the foreseeable &uturd, as we increase our research and
development activities, we expect our operatingdsgo increase significantly. We do not have anyces of revenues and may not have any
in the foreseeable future.

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

We need to obtain significant additional capitalaerces from sources including equity and/or dielainicings, license arrangements,
grants and/or collaborative research arrangemerdedier to develop products and continue our bgsings of September 30, 2007, we had
cash, cash equivalents and marketable securitieggbximately $5.8 million. Our current burn régepproximately $1 million per month
excluding capital expenditures. We will need teeaadditional capital to fund our working capitakds beyond first quarter 2008. We must
rely upon thirdparty debt or equity funding and we can provideaasurance that we will be successful in any fundfiigrt. The failure to rais
such funds will necessitate the curtailment or itepsf operations and impact the completion ofdliical trials.

The timing and degree of any future capital requiats will depend on many factors, including:
» the accuracy of the assumptions underlying oumesés for capital needs in 2008 and bey:
» scientific progress in our research and developmpegrams

5
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» the magnitude and scope of our research and dewelopprograms

» our ability to establish, enforce and maintaintsigec arrangements for research, developmentgealitésting, manufacturing ai
marketing;

e our progress with preclinical development and chihtrials;

» the time and costs involved in obtaining regulat@pprovals

» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentnetgianc
» the number and type of product candidates thatwrsue.

We do not have any committed sources of capitddpabh we have issued and outstanding warrantsitieatercised, would result in an
equity capital raising transaction. Additional firtéhg through strategic collaborations, public dvgte equity financings, capital lease
transactions or other financing sources may n@uadlable on acceptable terms, or at all. Additiewaity financings could result in significe
dilution to our stockholders. Further, if additibfiznds are obtained through arrangements withaboltative partners, these arrangements may
require us to relinquish rights to some of our textbgies, product candidates or products that weldvotherwise seek to develop and
commercialize ourselves. If sufficient capital & available, we may be required to delay, redbeestope of or eliminate one or more of our
programs, any of which could have a material adveffect on our financial condition or businessspects.

We have a “going-concern qualification” in our ceifyying accountant’s financial statement report, wth may make capital raising more
difficult and may require us to scale back or ceasgerations.

The report of our auditors includes a going conepralification which indicates an absence of obsioureasonably assured sources of
future funding that will be required by us to maintongoing operations. To date we have succegdfuided Opexa by attracting additional
issues of equity. We believe that our ongoing ¢$farill continue to successfully fund operationsilysositive cash flow is attained. However,
there is no guarantee that our efforts will be ablattract additional necessary equity and/or delgstors. If we are unable to obtain this
additional funding, we may not be able to contioperations. To date we have been able to obtauiigrand meet our obligations in a
reasonably timely manner. However, if in the futmeare unsuccessful in attracting new sourcearafihg then we will be unable to continue
in business.

Clinical trials are subject to extensive regulatorgquirements, very expensive, time-consuming aifflallt to design and implement. Our
products may fail to achieve necessary safety affit&cy endpoints during clinical trials

Human clinical trials are very expensive and diffi¢o design and implement, in part because theysabject to rigorous Food and Drug
Administration (FDA) requirements, and must otheevcomply with federal, state and local requiremamnid policies of the medical
institutions where they are conducted. The clinidal process is also time-consuming. We estinttaa clinical trials of our product candidates
will take at least several years to complete. Farrtiore, failure can occur at any stage of thestrahd we could encounter problems that cause
us to abandon or repeat clinical trials. The congearent and completion of clinical trials may beagleld by several factors, including:

* FDA or Institutional Review Board (IRB) objectioo proposed protocol:

» discussions or disagreement with FDA over the adeyof trial design to potentially demonstrate efifeeness, and subsequent
design modifications

» unforeseen safety issu¢
» determination of dosing issues and related adjussn
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» lack of effectiveness during clinical tria
» slower than expected rates of patient recruitn
» product quality problems (e.g., sterility or puji

» challenges to patient monitoring and data collectiaring or after treatment (for example, patiefadure to return for follow-up
visits); and

« failure of medical investigators to follow our dlal protocols

In addition we or the FDA (based on its authorisioclinical studies) may delay a proposed invesiogn or suspend clinical trials in
progress at any time if it appears that the study pose significant risks to the study participamtsther serious deficiencies are identified.

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

Our business strategy is dependent upon the skilsknowledge of our management team. We belieateltle special knowledge of th
individuals gives us a competitive advantage. if aritical employee leaves, we may be unable amaly basis to hire suitable replacemen
effectively operate our business. We also operéteawery small number of employees and thus Higtleeor no backup capability for their
activities. The loss of the services of any mendferur management team or the loss of a numbether @mployees could have a material
adverse effect on our business.

We are dependent on contract research organizatians other contractors for clinical testing and farertain research and development
activities, thus the timing and adequacy of ourrdkal trials and such research activities are, tccartain extent, beyond our control.

The nature of clinical trials and our businesstetya requires us to rely on contract research aozgéions, independent clinical
investigators and other third party service proksde assist us with clinical testing and cert@iselarch and development activities. For
example, our current Phase IIb clinical study o¥&xan for MS being managed by the contract researghnization PharmaNet, LLC. As a
result, our success is dependent upon the suct#ssse outside parties in performing their resfulitdes. Although we believe our
contractors are economically motivated to perfomtheir contractual obligations, we cannot directiyitrol the adequacy and timeliness of
resources and expertise applied to these actilatiesur contractors. If our contractors do not parf their activities in an adequate or timely
manner, the development and commercialization ofloug candidates could be delayed.

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

Our business depends on three licenses from thantiep. These third party license agreements impbBgations on us, such as payment
obligations and obligations to diligently pursuerelepment of commercial products under the licenssénts. If a licensor believes that we
have failed to meet our obligations under a liceatg@ement, the licensor could seek to limit amtaate our license rights, which could leac
costly and time-consuming litigation and, potetyiah loss of the licensed rights. During the perid any such litigation, our ability to carry
out the development and commercialization of paaéptoducts could be significantly and negativaffected. If our license rights were
restricted or ultimately lost, our ability to comtie our business based on the affected technolagfpnn could be severely adversely affected.

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

We conduct our research and development in a 1&@08re foot facility in The Woodlands, Texas, whitcludes an approximately 800
square foot suite of three rooms for the manufactdstem cell and T-cell

7
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therapies through Phase Il trials. Our currentlifstds not large enough to conduct commerciallsgaanufacturing operations. We will need
to expand further our manufacturing staff and fagibbtain a new facility or contract with corpteeacollaborators or other third parties to as
with future drug production.

In the event that we decide to establish a commlkesciale manufacturing facility, we will requirebstiantial additional funds and will be
required to hire and train significant numbers mipéoyees and comply with applicable regulationsicivfare extensive. We do not have funds
available for building a manufacturing facility,chwe may not be able to build a manufacturing figcihat both meets regulatory requirements
and is sufficient for our commercial-scale manufaci.

We may arrange with third parties for the manufeetf our future products. However, our third-pastyrcing strategy may not result in
a cost-effective means for manufacturing our fupineducts. If we employ third-party manufactureve, will not control many aspects of the
manufacturing process, including compliance byehbgd parties with the FDA'’s current Good Manuéaing Practices and other regulatory
requirements. We further may not be able to olddiquate supplies from third-party manufactureestimely fashion for development or
commercialization purposes, and commercial quastitf products may not be available from contramufiacturers at acceptable costs.

Patents obtained by other persons may result irrimjement claims against us that are costly to dedeand which may limit our ability tc
use the disputed technologies and prevent us framsping research and development or commercialipatiof potential products.

A number of pharmaceutical, biotechnology and otleenpanies, universities and research institutiene filed patent applications or
have been issued patents relating to cell thestpy cells, T-cells, and other technologies padiptielevant to or required by our expected
products. We cannot predict which, if any, of saglplications will issue as patents or the clainas thight be allowed. We are aware that a
number of companies have filed applications regatimstem cells. We are also aware of a numbeatsn applications and patents claiming
use of stem cells and other modified cells to tdisgase, disorder or injury.

If third party patents or patent applications cantdaims infringed by either our licensed techigyl@r other technology required to me
and use our potential products and such claimsltineately determined to be valid, there can bassurance that we would be able to obtain
licenses to these patents at a reasonable castlif or be able to develop or obtain alternataehnology. If we are unable to obtain such
licenses at a reasonable cost, we may not be @bllevelop some products commercially. There camob&ssurance that we will not be obliged
to defend ourselves in court against allegatiorisfofhigement of third party patents. Patent litiga is very expensive and could consume
substantial resources and create significant usicgigs. An adverse outcome in such a suit coubjesti us to significant liabilities to third
parties, require disputed rights to be licensethfthbird parties, or require us to cease using secinology.

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

Our ability to compete effectively is dependenpart upon obtaining patent protection relating o technologies. The patent position
pharmaceutical and biotechnology companies, inoldurs, are uncertain and involve complex andwwgllegal and factual questions. The
coverage sought in a patent application can beedeoni significantly reduced before or after theepats issued. Consequently, we do not know
whether the patent applications for our technoleglyresult in the issuance of patents, or if anyufe patents will provide significant
protection or commercial advantage or will be anmented by others. Since patent applications ameesantil the applications are published
(usually eighteen months after the earliest effectiling date), and since publication of discoesrin the scientific or patent literature often
lags behind actual discoveries, we cannot be cetttait the inventors of our licensed patents weedfitst to make the inventions covered by
patent applications or that the licensed patenlicgijpns were the first to be filed for such intiens. There can
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be no assurance that patents will issue from tkenpapplications or, if issued, that such pateiilisoe of commercial benefit to us, afford us
adequate protection from competing products, obeathallenged or declared invalid.

Our competition includes fully integrated biopharmautical and pharmaceutical companies that haversfiggant advantages over us.

The markets for therapeutic stem cell productstipialsclerosis products, and rheumatoid arthpitiducts are highly competitive. We
expect that our most significant competitors atly fmtegrated pharmaceutical companies and mawebéshed biotechnology companies.
These companies are developing stem cell-basedigiodnd they have significantly greater capitabueces and expertise in research and
development, manufacturing, testing, obtaining l&tguy approvals, and marketing than we currentlyMany of these potential competitors
are further along in the process of product develamt and also operate large, company-funded rds@art development programs. As a
result, our competitors may develop more competitivaffordable products, or achieve earlier papeoitection or product commercialization
than we are able to achieve. Competitive produetg rander any products or product candidates teadevelop obsolete.

Restrictive and extensive government regulation wbslow or hinder our production of a cellular pragt.

The research and development of stem cell therégpmsbject to and restricted by extensive regualiy governmental authorities in the
United States and other countries. The procesbtairing FDA and other necessary regulatory appsagdengthy, expensive and uncertain.
We may fail to obtain the necessary approvals tdicoe our research and development, which woulddr our ability to manufacture or
market any future product.

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

Our product candidates, if approved for marketmgy not achieve market acceptance since hospitaysjcians, patients or the medical
community in general may decide to not accept diideithese products. The product candidateswigatre attempting to develop represent
substantial departures from established treatmettiods and will compete with a number of more cotieeal drugs and therapies
manufactured and marketed by major pharmaceutizapanies. The degree of market acceptance of aoyraleveloped products will depe
on a number of factors, including:

» our establishment and demonstration to the medaraimunity of the clinical efficacy and safety ofrquroduct candidate:

» our ability to create products that are superialternatives currently on the mark

« our ability to establish in the medical communhe fpotential advantage of our treatments overradtere treatment methods; a
» reimbursement policies of government and t-party payers

If the health care community does not accept oodyets for any of the foregoing reasons, or for atiner reason, our business would be
materially harmed.
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Risks Related to Our Common Stock

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

Although our common stock is traded on the NASDA&pital Market, there is currently a limited markat our common stock and the
can be no assurance that an improved market véll dgvelop. Investors are cautioned not to relyherpossibility that an active trading mai
may develop.

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

In the past, following periods of market volatility the price of a company’s securities or the répg of unfavorable news, security
holders have often instituted class action litigatilf the market value of our common stock experés adverse fluctuations and we become
involved in this type of litigation, regardlesstbe outcome, we could incur substantial legal castbour management’s attention could be
diverted from the operation of our business, causir business to suffer.

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

Our articles of incorporation authorize the isswot“blank check” preferred stock with such desitions, rights and preferences as may
be determined by our board of directors withoutrshalder approval. Our preferred stock could bkzetl as a method of discouraging,
delaying, or preventing a change in our control as@ method of preventing shareholders from raagi premium for their shares in
connection with a change of control.

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

We may sell additional shares of common stock isequent public or private offerings. We may atsmé additional shares of common
stock to finance future acquisitions. We cannotjmtethe size of future issuances of our commonksty the effect, if any, that future issuar
and sales of shares of our common stock will hawvthe market price of our common stock. Sales b§&wntial amounts of our common stock
(including shares issued in connection with an &itjon), or the perception that such sales coualclio, may adversely affect prevailing market
prices for our common stock.

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

We currently anticipate that no cash dividends bélpaid on the common stock in the foreseeabledutVhile our dividend policy will
be based on the operating results and capital refetle business, it is anticipated that all eagsjnif any, will be retained to finance the future
expansion of the our business.

There are a large number of shares underlying ouamants that may be available for future sale. Suéstial sales of our common stock by
our current holders or us could cause our stock geito decline and issuances by us may dilute yownership interest in our company.

We are unable to predict whether significant amswfitour common stock will be sold by our curreolders after this offering. Any
sales of substantial amounts of our common stotkerpublic market by our current holders or ugherperception that these sales might
occur, such as might arise from exercise of outtewarrants, could lower the market price of common stock. Further, if we issue
additional equity securities to raise additionglital, your ownership interest in our company maydiduted and the value of your investment
may be reduced. Please read “Description of Séesititor information about the number of shareg thidl be outstanding and that could be
acquired through warrant exercise after this afigri
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There is currently no market for our Series E wamgs and we do not expect a liquid market for theri®e E warrants to develop.

There is currently no market for our Series E watspand, although we expect to have the SeriearEawts listed on the NASDAQ
Capital Market, we do not expect a significant lijmarket for the Series E warrants to developthiEoextent a market for the Series E
warrants does develop, the price for the Serieaamts will depend, in large part, on the pricewf common stock.

If we do not maintain an effective registration sement or comply with applicable state securitias/s, you may not be able to exercise
warrants.

In order for you to be able to exercise the wasaftered hereby, the underlying shares must bereavby an effective registration
statement and qualify for an exemption under tloeisies laws of the state in which you live. Wegat assure you that we will continue to
maintain a current registration statement relatinthe offer and sale of the warrants and the comstock underlying these warrants, or tha
exemption from registration or qualification wiklavailable throughout their term. This may havadverse effect on the demand for the
warrants and the prices that can be obtained fesalling them.

The warrants may be redeemed on short notice. Thsy have an adverse impact on their price.

We may redeem the warrants for $0.01 per warrace anshare of common stock has traded at $ (200% of the share public
offering price) for 20 consecutive trading daysw# give notice of redemption, you will be forcedsell or exercise your warrants or accept
redemption price. The notice of redemption coulcheat a time when it is not advisable or possibteybu to exercise the warrants. As a
result, you would be unable to benefit from ownihg warrants being redeemed.
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FORWARD LOOKING STATEMENTS

This prospectus contains forward-looking statemeiitisin the meaning of Section 27A of the Secusithect of 1933. These statements
relate to future events and/or future financiaf@enance and involve known and unknown risks, utadeties and other factors that may cause
the actual results, levels of our activity, perfamoe or achievements or the industry in which weraie to be materially different from any
future results, levels of activity, performanceachievements expressed or implied by the forwao#titmy statements. These risks and other
factors include those listed under “Risk Factorsd ghose described elsewhere in this prospectus.

In some cases, you can identify forward-lookingesteents by our use of terms such as “may,” “wilshould,” “expects,” “plans,”
“anticipates,” “believes,” “estimates,” “predictsiotential,” or the negative of these terms orestbomparable terminology. These statements
are only predictions. Actual events or results miffer materially. In evaluating these statemempits) should specifically consider various
factors, including the risks outlined under “Riskckors.” These factors may cause our actual resuttsfer materially from any forward-
looking statement.

Although we believe that the expectations refledtethe forward-looking statements are reasonabéannot guarantee future results,
levels of activity, performance, or achievementsrdbver, neither the Company nor any other persenraes responsibility for the accuracy
and completeness of these forward-looking statesn&vieé do not intend to update any of the forwankiog statements after the date of this
prospectus to conform prior statements to actisallte

USE OF PROCEEDS

We expect that we will receive net proceeds of appnately $15.2 million (or $17.5 million if the derwriter exercises its over-
allotment option in full) after deducting undenimg discounts and commissions and estimated offerkpenses that we will pay, assuming no
proceeds from warrants being issued and an assaffezihg price of $3.79 for each share and $0.¥%fxch warrant.

We intend to use the net proceeds of our salesrafrion stock and the associated warrants in thésioff to complete the Tovaxin Phase
IIb clinical study, fund the second year open labdension study being offered to patients who deteghe Phase IlIb study, initiate an
extension study of the Phase Ilb participants aimdl the advancement of our MDSC-Diabetes programafPhase | clinical study. The
proceeds should fund the company through thediratter of 2009. Pending these uses, the net piece# be invested in an interest-bearing
money market account with a financial institution.
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PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the NASQAQtal Market under the symbol “OPXA”. Our comnsinck trades on a
limited, sporadic and volatile basis. As of Januzrg008, the last reported sales price of our comatock was $2.27. As of January 3, 2008,
there were 6,696,784 shares of our common stogtanding that were held by approximately 335 hadérecord and approximately 926
beneficial holders.

The following table sets forth, for the periodsioaded, the range of high and low bid information dur common stock.

Price Ranges

High Low

Fiscal Year Ended December 31, 20C

First Quartel $ 7.0C $4.4(C
Second Quarte 10.1C¢ 5.1C
Third Quartel 9.1f 4,92
Fourth Quarte 7.0C 5.4C
Fiscal Year Ended December 31, 20C

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

Holders of shares of common stock will be entitiedeceive cash dividends when, as and if declayeaur Board of Directors, out of
funds legally available for payment thereof. Howeviedividends are not declared by our Board ofddtors, no dividends shall be paid. We
have not paid any dividends on our common stoakesgur inception.

We do not anticipate that any cash dividends vélphid in the foreseeable future. While our dividigolicy will be based on the
operating results and capital needs of the busimessanticipate that all earnings, if any, will te¢ained to finance our future expansion.
Therefore, prospective investors who anticipatentbed for immediate income by way of cash dividenois their investment should not
purchase the shares offered by this prospectus.
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SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dgttauld be read in conjunction with “Management’sddission and Analysis of
Financial Condition and Results of Operations” and consolidated financial statements and relatédsincluded elsewhere in this
prospectus. The selected consolidated financial idethis section is not intended to replace thesotidated financial statements and
accompanying footnotes. The selected consolidadkahbe sheet data as of December 31, 2006, atecbdtas been derived from our audited
consolidated financial statements included elsewirethis prospectus. The consolidated financith dad consolidated balance sheet data for
the nine months ended September 30, 2006 and 280@stated, have been derived from unaudited tdata financial statements included

elsewhere in this prospectus. Historical resuksrant necessarily indicative of the results to xjgeeted in the future.

Consolidated Statements of Operation
Data:

Restated
Year Ended
December 31, 20C

Restated
Year Ended
December 31, 20C

Restated
Nine Months Endec

September 30, 200

Restated
Nine Months Endec

September 30, 200

Revenue! $ — $ — $ — $ —
Operating Expense
Research and developm 5,159,85. 7,850,37. 4,532,241 10,148,93
General and administrati\ 6,259,07! 5,461,04 5,676,22. 2,557,60!
Depreciation and amortizatic 98,08( 174,11 122,46¢ 149,37:
Loss on disposal of ass¢ 22,81( 2,37¢ 2,371 4,03¢
Net operating los (11,539,81) (13,487,91) (10,333,30) (12,859,94)
Interest incomt 81,93( 688,29¢ 477,54° 423,08t
Other income 28,17 46,45( 46,45( —
Gain on extinguishment of de — — — 1,612,441
Gain/(loss) on derivative liabilit 3,896,84. 104,97¢ (860,13() —
Interest expens (7,323,85) (989 (897) (10,879
Net loss $ (14,856,72) $ (12,649,17) $ (10,670,33) $ (10,835,29)
Net loss per common share, basic and dil $ (9.49 $ (2.39 $ (2.16) $ (1.62)
Weighted average number of common sh
outstanding, basic and dilut 1,564,83 5,390,911 4,950,86: 6,696,78.
Restated Restated

Consolidated Balance Sheets Dat:

December 31, 20C

September 30, 20C

Current assef $ 15,444,89 $ 6,230,01
Fixed asset 1,361,37 1,355,75.
Total asset $ 16,806,26 $ 7,585,76
Current liabilities $ 9,287,12 $ 2,077,23
Long term liabilities 96,24: 177,33¢
Total liabilities 9,383,37! 2,254,571
Common stocl 3,348,35. 3,348,35.
Additional paid in capita 63,118,18 75,863,58
Accumulated defici (59,043,63) (73,880,74)
Total stockholder equity 7,422,89 5,331,19
Total liabilities and stockholde’ equity $ 16,806,26 $ 7,585,76
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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 togettibrthe consolidated financial
statements and related notes that are includedle¢se in this prospectus. This discussion may éoriteward-looking statements based upon
current expectations that involve risks and undatiess. Our actual results may differ materiallgrir those anticipated in these forward-looking
statements as a result of various factors, inclytiwse set forth under “Risk Factors”, “DisclosRegarding Forward-Looking Statements” or
in other parts of this prospectus. We undertakebiigation to update any information in our forwdodking statements except as required by
law.

Overview

We are a development-stage company and have adimferating history. Our predecessor companyifantial reporting purposes was
formed on January 22, 2003 to acquire rights toamuit stem cell technology. In November 2004 wgured Opexa Pharmaceuticals, Inc. and
its MS treatment technology. We are still develgpati of our technology, and to date, we have motegated any revenues from our operati
As we continue to execute our operations plan, xpeet our development and operating expenses tedse.

Research and developmen¥Ve have made and expect to continue to make sulatiznwvestments in research and development ierord
to develop and market our technology. Researchdamdlopment costs consist primarily of general ashohinistrative and operating expenses
related to research and development activitiese¥pense research and development costs as incAeegdired research and development that
has no alternative future use is expensed whenracquProperty, plant and equipment for researchdavelopment that has an alternative
future use is capitalized and the related depriecias expensed as research and development ¥dstexpect our research and development
expense to increase as we continue to invest idaékielopment of our technology.

General and administrative. General and administrative expenses consist piynafrsalaries and benefits, stock compensation
expenses, office expense, professional servicas &el other corporate overhead costs. We anticipateases in general and administrative
expenses as we continue to develop and prepacefomercialization of our technology.

Results of Operations
Three Months Ended September 30, 2007 Comparedheithhree Months Ended September 30, 2006
Net SalesWe recorded no sales for the three months endegi®bpr 30, 2007 and 2006.

Research and Development Expenselesearch and development expense was $3,189,286&fthree months ended September 30,
2007, compared to $2,113,878 for the three momnite@ September 30, 2006. The increase in expereepnmarily due to the costs of the
Phase lIb clinical trial for Tovaxin and stock cosmgation expense recorded in 2007. We have madexgedt to continue to make substantial
investments in research and development in ordéevelop and market our technology. We expensarelsend development costs as
incurred. Acquired research and development thanbaalternative future use is expensed when aadje expect our research and
development expense to increase as we continueéstiin the development of our technology.

General and Administrative ExpensesOur general and administrative expense was $84Zd@#8e three months ended September 30,
2007, as compared to $1,430,507 for the three rsa@rided September 30, 2006. The decrease in espenm@narily due to a decrease in
stock compensation expenses, professional semésednd overhead expenses. We anticipate incrieageseral and administrative expenses
as we continue to develop and prepare for commieaiisn of our technology.
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Interest Expense Interest expense was $4,731 for the three monttisceS8eptember 30, 2007, compared to $278 for the thonths
ended September 30, 2006. The increase in intexpsinse was primarily due to a loan payable cangisf an equipment line of up to
$250,000 with Wells Fargo of which $236,563 wasstartding as of September 30, 2007.

Interest Income. Interest income was $102,292 for the three montde@ September 30, 2007 compared to $259,141ddhtee
months ended September 30, 2006. The decreaseuwds the reduction in cash balances that werdadlaifor investment in cash equivalent
investments.

Net loss.We had a net loss for the three months ended Septe®d, 2007, of $2,371,780, or $0.35 per share¢lznd diluted),
compared with a net loss of $919,283, or $0.14spare (basic and diluted), for the three montheeér&kptember 30, 2006. The increase i
loss is primarily due to the costs of the Phaselitiical trial for Tovaxin offset by a reduction stockbased compensation expense and ga
extinguishment of debt.

Nine Months Ended September 30, 2007 ComparedhgtNine Months Ended September 30, 2
Net SalesWe recorded no sales for the nine months endec®dygtr 30, 2007 and 2006.

Research and Development Expensdlesearch and development expense was $10,148©08@&foine months ended September 30,
2007, compared to $4,532,240 for the nine montde@Beptember 30, 2006. The increase in expensepnmaarily due to the costs of the
Phase llb clinical trial for Tovaxin, research atevelopment in support of pre-clinical diabetesstell therapies and stock compensation
expense recorded in 2007. We have made and expeshtinue to make substantial investments in rebeand development in order to
develop and market our technology. We expense nesead development costs as incurred. Acquireghres and development that has no
alternative future use is expensed when acquiredeMpect our research and development expenserage as we continue to invest in the
development of our technology.

General and Administrative ExpensesGeneral and administrative expense was $2,557@0®é¢ nine months ended September 30,
2007, as compared to $5,676,221 for the nine maibied September 30, 2006. The decrease in expenm@sarily due to a decrease in
stock compensation expenses, professional semésednd overhead expenses. We anticipate incri@ageseral and administrative expenses
as we continue to develop and prepare for commeaiisn of our technology.

Interest Expense Interest expense was $10,875 for the nine monttisce8eptember 30, 2007, compared to $891 for tirembonths
ended September 30, 2006. The increase in intexpsinse was primarily due to a loan payable congisff an equipment line of up to
$250,000 with Wells Fargo of which $236,563 wasstartding as of September 30, 2007.

Interest Income. Interest income was $423,086 for the nine montlde@iSeptember 30, 2007 compared to $477,547 foritteemonths
ended September 30, 2006. The decrease was duereduction in cash balances that were availablenfestment in cash equivalent
investments.

Net loss.We had a net loss for the nine months ended SepteBfl 2007, of $10,835,293, or $1.62 per sharsi¢tzand diluted),
compared with a net loss of $10,670,331, or $2eitshare (basic and diluted), for the nine montited September 30, 2006. The increase in
net loss is primarily due to the costs associatitial the Phase IIb clinical trial for Tovaxin offsey a reduction in stock-based compensation
expense, gain on extinguishment of liability ansslon derivative instruments.
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Comparison of Year Ended December 31, 2006 with théear Ended December 31, 2005
Net SalesWe recorded no sales for the twelve months endegmber 31, 2006 and December 31, 2005.

Research and Development ExpensBesearch and development expense was $7,850,3#&ftwelve months ended December 31,
2006, as compared to $5,159,853 the twelve momtisceDecember 31, 2005. The increase in expenseprimaarily due to the costs of the
Phase I/l and Phase IIb clinical trials for Tovasgind research and development in support of mesal diabetes stem cell therapies. We have
made and expect to continue to make substantiabiments in research and development in ordentelale and market our technology. We
expense research and development costs as incAwedired research and development that has nmattee future use is expensed when
acquired. Property, plant and equipment for reseant development that has an alternative futueésusapitalized and the related
depreciation is expensed as research and developosta. We expect our research and developmeensggo increase as we continue to
invest in the development of our technology.

General and Administrative ExpensesOur general and administrative expenses duringwibre months ended December 31, 2006,
was $5,461,047 as compared to $6,259,075 for talvémonths ended December 31, 2005. The decre@sg@énses is due to a combination
of factors including a decrease in stock compeosatkpenses, professional service fees and oveehgrmses in 2006. General and
administrative expenses consist primarily of sekend benefits, stock compensation expense, @ffijpense, professional services fees, and
other corporate overhead costs. We anticipate ase®in general and administrative expenses asntigge to develop and prepare for
commercialization of our technology.

Interest Expense Interest expense was $984 for the twelve montheaBdcember 31, 2006 compared to $7,323,851 famtbkre
months ended December 31, 2005. Interest expemsg @005 was due to notes payable that were oudstg during the second quarter of
2005 which were subsequently converted into eqnifiune 2005, resulting in acceleration of the dimation of the discount related to the
notes.

Interest Income. Interest income was $688,299 for the twelve moetided December 31, 2006 compared to $81,930 fankge
months ended December 31, 2005. The increase vea®dbe investment of the cash proceeds from & 2QQity financing in short term and
cash equivalent investments.

Gain (Loss) on Derivative Instruments Liabilities,net. We recognized a gain on derivative instrumentsl®4$978 for the twelve
months ended December 31, 2006 compared to $348P&8the twelve months ended December 31, 2006.decrease is a result of the net
unrealized (non-cash) change in the fair valuewfderivative instrument liabilities.

Net Loss.We had net loss for the year ended December 38,20612,649,170 or ($2.35) per share (basic dnted), compared with
net loss of $14,856,724 or ($9.49) per share (kmsicdiluted), for the twelve months ended Decersfie2005.

Liquidity and Capital Resources

Changes in cash flow. Cash used in operation$ionine month period ended September 30, 2007 &454,074, as compared to
$5,899,299 used in operations for the nine montlie@ September 30, 2006. The increase in cashiusge@rations is primarily due to an
increase in operating expenses offset in part eynhturity of approximately $2.9 million in markela securities and its reclassification to ¢
and cash equivalents and by an increase in acexphses resulting from the Phase llb clinical.t@ash used in investing activities for the
nine month period ended September 30, 2007 was, #32,7as compared to $487,567 for the nine momtee September 30, 2006. The
decrease was primarily due to a decrease in equippuechases. Cash provided from financing acésifor the nine month period ended
September 30, 2007 was $126,241, as compared {05520 for the nine months ended September 3B. Zthe decrease was due to the
proceeds from the April 2006 equity financing.
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We used approximately $11.0.million of cash forrapieg activities for the year ended December 8D62compared to approximately
$6.2 million for the same period of 2005. The irasre in use of cash is primarily due to an incré@asesearch and development expenditures
related to the clinical trials for our Tovaxin tapy for MS and the purchase of marketable secsiritie

Capital expenditures were approximately $0.6 millio 2006 and consisted primarily of laboratoryipquent and leasehold
improvements related to the construction of martufég facilities.

Liquidity . Historically, the Company has financed its ogeret primarily from the sale of its debt and equ@égcurities. As of
September 30, 2007, the Company had cash, cashasnts and marketable securities of approxim&iblg million.

Our financing activities generated approximatel{.82million for the year ended December 31, 2006caspared to approximately $8.2
million for the same year ended December 31, 200both periods, the cash generated from finanaiigyities resulted from the sale of
common stock in equity financings.

Our current burn rate is approximately $1 millicer pnonth excluding capital expenditures. Withowet pnoceeds of this offering, we
would need to raise additional capital to fund working capital needs beyond the first quarter@& Currently, we have determined that if
we do not raise additional funds, there is a canedout our ability to continue our operations andindependent accountants have added a
going concern paragraph to their report on thetdirdincial statements for the year ended Decerabe2006.

We recently terminated a private offering of equiyaccredited investors. We sought to raise u2tbmillion in gross proceeds and
considered selling either common stock or convieriiibeferred stock with warrants to purchase comstook. We later determined that a
public offering of common stock was more desirdblethe company and therefore terminated our peifistancing effort on October 24, 2007.
This offering supersedes the previous private gaffering.

Contractual Commitments
A tabular disclosure of contractual obligation®atember 31, 2006, is as follows:

Payments Due by Period

Less than 1-3 3-5 More than
Total 1 year years years 5 years
Operating Lease $1,274,170 $117,77: $276,97¢ $295,08( $584,34:
Consulting and Research Agreeme $ 142,64 $142,14 $ 50 $ — % —
Total $1,416,82. $259,920 $277,47¢ $295,08( $584,34:

Off-Balance Sheet Arrangements
As of December 31, 2006, we had no off-balancetsdmeangements.

Critical Accounting Policies

Our discussion and analysis of our financial cdodiind results of operations is based on our dimfaded financial statements, which
have been prepared in accordance with accountingiples generally accepted in the U.S. The prdparaf these consolidated financial
statements requires us to make estimates and judgrat affect the reported amounts of assets|itias and expenses. We base our
estimates on historical experience and on varidlisr@ssumptions that we believe to be reasonaideruhe circumstances, the results of
which form the basis for making judgments aboutdieying values of assets and liabilities thatreotreadily
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apparent from other sources. Actual results mdgifom these estimates under different assumgtiwrconditions. We believe the following
critical accounting policies affect our most sigeaint judgments and estimates used in preparafionraconsolidated financial statements.

Reverse Acquisition.We treated the merger of PharmaFrontiers Corp.Spiartan as a reverse acquisition. Pursuant tgultance in
Appendix B of SEC Accounting Disclosure Rules anacBices Official Text, the “merger of a privateepating company into a non-operating
public shell corporation with nominal net assefsdglly results in the owners and management opthate company having actual or
effective operating control of the combined compafigr the transaction, with the shareholders efftimer public shell continuing only as
passive investors. These transactions are condithgrehe staff to be capital transactions in suicarather than business combinations. That
is, the transaction is equivalent to the issuarictazk by the private company for the net monetassets of the shell corporation, accompanied
by a recapitalization.” Accordingly, the reversejaisition has been accounted for as a recapitaizafor accounting purposes, the original
PharmaFrontiers Corp. is considered the acquirtrdmeverse acquisition. The historical finansiatements are those of the original
PharmaFrontiers Corp. Earnings per share for pgioitr to the merger are restated to reflect tiralver of equivalent shares received by the
acquiring company.

Stock-Based CompensatiorOn January 1, 2006, we adopted the provisionsaiEB8tent of Financial Accounting Standards No. 123R,
“Share-Based Payment” (“SFAS 123R") which estalgigsahccounting for equity instruments exchangeeifigployee service. We utilize the
Black-Scholes option pricing model to estimatefdievalue of employee stock based compensatidineatiate of grant, which requires the
input of highly subjective assumptions, includingpected volatility and expected life. Further, aguired under SFAS 123R, we now estimate
forfeitures for options granted, which are not extpd to vest. Changes in these inputs and assumsptan materially affect the measure of
estimated fair value of our share-based compemsaftoese assumptions are subjective and geneegjlyire significant analysis and judgment
to develop. When estimating fair value, some ofabsumptions will be based on, or determined frexternal data and other assumptions may
be derived from our historical experience with ktbased payment arrangements. The appropriate teigiace on historical experience is a
matter of judgment, based on relevant facts amigistances.

We estimated volatility by considering historictdek volatility. As allowed by Staff Accounting Hetin (SAB) No. 107, Share-Based
Payment, we have opted to use the simplified methodstimating expected term equal to the midpbettveen the vesting period and the
contractual term.

Research and DevelopmeniThe costs of materials and equipment or facilitieeg are acquired or constructed for research and
development activities and that have alternativerfiuses are capitalized as tangible assets wdtgrirad or constructed. The cost of such
materials consumed in research and developmenitgsiand the depreciation of such equipment citifees used in those activities are
research and development costs. However, the ebstaterials, equipment, or facilities acquirecconstructed for research and development
activities that have no alternative future usescaresidered research and development costs arkpeased at the time the costs are incurred.

Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFAS8) 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amendeduires all derivatives to be recorded on the balasireet at fair value. These derivatives are
separately valued and accounted for on our balsimeet. Fair values for securities traded in thenaparket and derivatives are based on
guoted market prices. Where market prices areaamtily available, fair values are determined usiragket based pricing models incorporating
readily observable market data and requiring judgraed estimates.

The pricing model we use for determining fair valed our derivatives is the Black Scholes Pricingddl. Valuations derived from this
model are subject to ongoing internal and extevadfication and review. The model uses market-sedrinputs such as interest rates,
exchange rates and stock price volatilities. Seleaif these inputs involves management’s judgra@dtmay impact net income.
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In September 2000, the Emerging Issues Task FUECER") issued EITF 00-19, “Accounting for Derivag Financial Instruments
Indexed to and Potentially Settled in, a Compa®@um Stock,” (“EITF 00-19”) which requires freestamgl contracts that are settled in a
company'’s own stock, including common stock wassatt be designated as an equity instrument, asseliability. Under the provisions of
EITF 00-19, a contract designated as an asseliaiity must be carried at fair value on a comparbalance sheet, with any changes in fair
value recorded in the company’s results of openatié contract designated as an equity instrumerst tme included within equity, and no fair
value adjustments are required. In accordance it 00-19, in June 2006, we determined that cexatstanding warrants to purchase our
common stock should be separately accounted fliatzibties. We had not classified these derivatiabilities as such in our historical
financial statements. In order to reflect thesengea, we restated our financial statements foy¢tae ended December 31, 2005 to record the
fair value of these warrants on our balance shegtecord unrealized changes in the values of tlegeatives in our consolidated statemer
operations as “Gain (loss) on derivative liabiktie

We have evaluated the provisions of the registnaiights agreement that require us to pay registratelay payments in combination
with the financial instrument and concluded tha&t ¢ombined instrument meets the definition of avdéive under SFAS 133.

In December 2006, the FASB issued FASB Staff Rosiio. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF
00-19-2). EITF 00-19-2 addresses an issuer’s acowufor registration payment arrangements. It gjgecthat the contingent obligation to
make future payments or otherwise transfer conataer under a registration payment arrangementthveinéssued as a separate agreement or
included as a provision of a financial instrumenbther agreement, should be separately recogmizédneasured in accordance with FASB
Statement No. 5, Accounting for Contingencies. @hielance in EITF 00-19-2 amends FASB StatementslB®, Accounting for Derivative
Instruments and Hedging Activities, and No. 150¢dunting for Certain Financial Instruments with @weristics of both Liabilities and
Equity, and FASB Interpretation No. 45, Guarantértsounting and Disclosure Requirements for Guamesitincluding Indirect Guarantees of
Indebtedness of Others, to include scope except@megistration payment arrangements. EITF O0@®Hso requires additional disclosure
regarding the nature of any registration paymerstrgrements, alternative settlement methods, thénmuax potential amount of consideration
and the current carrying amount of the liabilifyamy. This EITF is effective immediately for refyaion payment arrangements and the
financial instruments subject to those arrangemiatisare entered into or modified subsequentealtite of issue of this EITF. For registrat
payment arrangements and financial instrumentssuly those arrangements that were entered ifdotprthe issuance of this EITF, this is
effective for financial statements issued for flsggars beginning after December 15, 2006, andimtperiods within those fiscal years. The
impact of implementing EITF 00-19-2 in the fiscalay 2007 resulted in a cumulative effect of a cleangaccounting principle with a credit to
beginning retained earnings of $6,656,677 and ersaV of the same amount to the derivative ligbditcount.
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OUR BUSINESS

Overview

We are a biopharmaceutical company developing agibais cellular therapies to treat several majoedlses, including multiple sclerosis
(MS), rheumatoid arthritis (RA) and diabetes. Thitszapies are based on our proprietary T-cellaahdt stem cell technologies.

T-Cell Therapy

We have the exclusive worldwide license from Bayatlege of Medicine to an individualizedcell therapeutic vaccine, Tovaxin, wh
is in United States (U.S.) FDA Phase IIb humanicdihtrials to evaluate its safety and effectiveniestreating MS.

MS is the result of a person’s own T-cells attagkime myelin sheath that coats the nerve cella®tentral nervous system (CNS).
Tovaxin consists of attenuated patient-specific Iinyeactive T-cells (MRTCs) against peptides frorme or more of the primary proteins on
the surface of the myelin sheath (myelin basicggnotMBP), proteolipid protein (PLP) and myelingdidendrocyte glycoprotein (MOG)).
Patient-specific MRTCs are expanded in culture wjikcific peptides identified by our proprietargttef the patient’s peripheral blood, the
cells are attenuated by gamma irradiation, and tetmned to the patient as a subcutaneous infectibhough further testing is necessary,
results from our initial human trials appear toigade that these attenuated T-cells cause an immaspense directed at the autoreactiveells
in the patient’s body, stimulating a reductionhie tevel of harmful T-cells.

We believe that our initial human trials suggest fhiovaxin safely induces the depletion and reguiatf MRTCs, possibly stabilizing
the disease, reducing the annualized relapseamatiepotentially improving the disability scorespattients. Patients treated in a 10-subject,
open-label Phase I/ll dose escalation clinical wigh Tovaxin have experienced minimal side effe@hd the “per protocoBnalysis of patient
treated with Tovaxin achieved a 90% reduction (p889) in annualized relapse rate (ARR). The groegtéd with the mid dose (30-45 x40
attenuated T-cells) achieved a 100% reduction ilRARhe Phase llb trial is being conducted withrttid dose.

In a one-year, 8-subject extension clinical trifatedapsing remitting (RRMS) and secondary progwesé€SPMS) subjects, the “per-
protocol” analysis of Tovaxin therapy achieved &9g=0.0078) reduction in annualized relapse rAiRR) in subjects who received two
treatment doses of 30-45 x déttenuated T-cells eight weeks apart and were m@uitfor an additional 44 weeks. Subjects in theresion
study had previously been treated an average abaippately 5 years earlier at Baylor College of Mtk under the direction of the inventor
of Tovaxin Jingwu Zhang, M.D., Ph.D with an earBrsion of the T-cell vaccine.

In November 2006, we enrolled the first patiendidouble blind, placebo controlled, 150 patientdeh#b clinical trial. We completed
enroliment of all 150 patients in May 2007.

Our Rheumatoid Arthritis (RA) T-cell vaccination@V) technology is conceptually similar to Tovaxi®A is an autoimmune T-cell-
mediated disease in which pathogenic T-cells triggeinflammatory autoimmune response of the syalgeints of the wrists, shoulders,
knees, ankles and feet which causes pain, stiffl@ssswelling around the joints and erosion irgdilage and bone. Our RA TCV technology
allows the isolation of these pathogenic T-cellsrfrsynovial fluid drawn from a patient. We will eaqud and attenuate these T-cells in our
laboratory. The attenuated T-cells will be injecsetbcutaneously into patients with the goal of idg an immune response directed at the
Pathogenic T-cells in the patient’s body. We baighis immune response could reduce the level thiogenic T-cells and potentially allow the
reduction of joint swelling in RA patients.
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Stem Cell Therapy

We have developed a proprietary adult stem cefintelogy to produce novel monocyte-derived stensd®DSC) from blood. These
MDSC can be derived from a patient’s monocytesaagpd ex vivo, and then administered to the sartienpaWe believe that because this is
an autologous therapy, there should be no rejecires as self-derived MDSC pose no immunologicathlems. Normally, allogenic cells are
deleted by host immune responses and require thefumti-rejection drugs.

Our novel multi-potent stem cell is derived fronripberal blood monocytes which when cultured urdkfined conditions are able to
further differentiate into several cellular lineag&olecular biology and immunohistochemical stadiave shown that these MDSCs have
specific markers that distinguish them from othtenscells. In addition these studies have also stetime-dependence for the expression of
these specific gene products during the growthdiffierentiation of MDSCsln vitro experiments with MDSCs have shown their capacity to
differentiate towards hematopoietic, epithelialdetinelial, endocrine and neuronal cells. Our magus is the further development of this
monocyte-derived stem cell (MDCS) technology aseehplatform for then vitro generation of highly specialized cells for potelntia
application in autologous cell therapy for patientth diseases such diabetes mellitus and cardioNasdisease.

Other Opportunities

We intend to conduct basic research to determia@dtitential use of stem cells and differentiatdt @ other indications, such as
macular degeneration, stroke, myocardial infar¢gtiwound healing and Parkinson’s disease. We intempartner or sublicense some of these
indications if they are not pursued for internatelepment. For those indications where we belieeecan participate commercially, we desire
to partner in key commercial markets outside ofuh®.

The Company’s Products and Services
Our T-cell Platform
Multiple Sclerosis—Background

In the U.S., approximately 400,000 people suffenfiMS, a chronic progressive autoimmune diseasieeofentral nervous system (CI
that is caused by myelin autoreactive T-cells pesgively eroding the myelin that surrounds andlates nerve fibers of the brain and spinal
cord resulting in varying amounts of disability.oBally, there are approximately 2.5 million MS patis representing a drug market believed to
be approximately $5 billion in 2005. The US markatsounted for slightly more than 50 percent obgldVS sales in 2005, approximately
$2.5 billion. MS remains a challenging autoimmursedse to treat because the pathophysiologic macharmre diverse, and the chronic,
unpredictable course of the disease makes it difffto determine whether the favorable effectshafrsterm treatment will be sustained.
Therapies that are easy to use and can safelymirerstop the progression of disease represemréstest unmet need in MS.

In recent years, the understanding of MS pathogehes evolved to comprise an initial, T-cell-méeininflammatory activity followed
by selective demyelination (erosion of the myelating of the nerve fibers) and then neurodegeioerathe discovery of disease-relevant
immune responses has accelerated the developmtamgefed therapeutic products for the treatmetit@early stages of MS.

Some subjects, who have the appropriate genetlgbaend, have increased susceptibility for itheivo activation and clonal expansion
of myelin autoreactive T-cells. These myelin autotave T-cells may remain dormant, but at some ttbigy are activated in the periphery,
possibly by molecular mimicry (i.e., recognitionegitopes that are common to autoantigens and biarantigens as exogenous triggers),
enabling them to cross the blood-brain barrier (BBBd infiltrate the healthy tissue of the braii apinal cord. The cascade of pathogenic
events leads to demyelination of axons, which canseve impulse transmissions to diffuse into ibsue.
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Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the markenaostly palliative and generally work through achremism of immunomodulation
or immunosuppression. These therapies for MS amgrdtied by three forms of interferon that requisgiient subcutaneous or intramuscular
injections (Avonex, Betaseron and Rebif). Copaxisren immunomodulator composed of a random copalyshamino acids that is
administered daily. Novantrone (mitoxanthrone)risramunosuppressive drug that can only be giventimes per year with a life time limit
of 8 to 12 doses. All of the current therapies aibw the progression of MS and they have sigmifigaatient compliance challenges becaus
the dosing schedule, limited decrease in relapse sale effects profile (e.g., the interferon fatations produce severe flu-like symptoms,
injection site reactions, infection and neutraligamtibodies (ranging from 5% to 45%) are develdped limits the efficacy of treatment;
Copaxone causes significant injection site reastiarhile Novantrone causes infections, bone masppression, nausea, hair thinning,
bladder infections, and mouth sores). These drugd be administered daily to weekly. Tysdbria selective adhesion molecule inhibitor (an
alpha 4 integrin antagonist), represents anotlasadf MS drugs that works by preventing immuneesg<ells (all leukocytes carrying the
alpha 4 integrin glycoprotein on their surfacenfrorossing the BBB and move into the CNS. Tysabequires a once per month infusion and
has been reintroduced to the market after beirginaily withdrawn in 2005 based on safety concenwer several patient deaths due to virally
mediated brain inflammation—a condition called pesgive multifocal leukoencephalopathy (PML).

Tovaxin for Multiple Sclerosis

We believe that Tovaxin works selectively on theelityautoreactive T-cells by harnessing the bedhdtural immune defense system
feedback mechanisms to deplete these T-cells ahaénfavorable immune regulatory responses by aebaig the immune system. Tovaxin is
manufactured by taking the MRTCs from the blooghamding them to a therapeutic d@sevivo, and attenuating them with gamma irradia
to prevent DNA replication. These attenuated MR&€sthen injected subcutaneously into the bodgrigd quantities. The body recognizes
specific T-cell receptor molecules of these MRTE€d$ageign and mounts an immune response reactiaimstghem, not only destroying the
injected attenuated MRTCs, but also the circulatimgelin autoreactive T-cells carrying the peptigecific T-cell receptor molecules. In
addition, T-cell activation molecules on the suefat the activated MRTCs used as vaccine inducerédle immune regulatory responses,
which promote anti-inflammatory responses. Becdluseherapy uses an individual’s own cells, theyalidectly identifiable side effect,
observed thus far, is injection site reaction Bn@ll percentage of the patients. These reactieas within 24 hours.

We believe that this technology platform may happligations in other T-cell mediated diseases sigc@rohn’s disease, psoriasis, RA
and Type ldiabetes.

Tovaxin Intellectual Property

The technology is based on discoveries made byibgwu Zang of Baylor College of Medicine in HoustdVe have an exclusive,
worldwide license from the Baylor College of Medieito develop and commercialize three technologgsafor MS, namely T-cell
vaccination, peptides, and diagnostics. Under therse Agreement with the Baylor College of Mediciwe have rights to a total of 11 pate
(2 U.S. and 9 foreign) and 80 patent applicatién S. and 74 foreign).

Tovaxin Manufacturing

We manufacture our TCV therapy in our own Good Maaturing Practice (“GMP”) facility. The TCV techlogy producing Tovaxin is
similar to that of traditional microbial vaccinecteology, where the pathogen (or the attenuateglatae) is used to derive the protective
antigens necessary to induce protective immuneoresgs. In preparing the Tovaxin for a patient,niyelin autoreactive T-cells causing the
disease are taken
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from the blood, specifically identified, and expadex vivoby incubating these T-cells with selected peptfedBP, PLP, and MOG in the
presence of antigen-presenting cells and growtiofa.cMyelin-peptide reactive T-cells are growrthierapeutic levels and cryopreserved. Prior
to use, the MRTCs are expanded, formulated, aed@ted (by irradiation) to render them incompetemeplicate but viable for therapy.
These attenuated dells are administered in a defined schedule of stameous injections. We have shown that a single df a 500 ml bag «
blood is sufficient to provide a full year’s theeapic regimen of Tovaxin.

Clinical Development of Tovaxin

Tovaxin is currently in a Phase llb clinical tridlatients treated in our Phase I/1l open-labelistudith Tovaxin have experienced
minimal side effects, an approximate 90% averadaation in annualized relapse rate and improvemierEDSS disability scores.

Tovaxin Phase Ilb Clinical Trial

The Phase llb trial, entitled “A Multicenter, Ramdized, Double-Blind, Placebo-Controlled Study ob8utaneous Tovaxin in Subjects
with Clinically Isolated Syndrome or Relapsing R&mg Multiple Sclerosis”, is a multi-site doubléiid, randomized, placebo-controlled 150
(100 treated, 50 placebo) patient trial. The fgddeing conducted at 33 sites in the U.S. The gmynendpoint will be brain lesion evaluation
(the total number of gadolinium-enhancing lesiorig)MRI with a secondary endpoint being annualpséarate. This trial is designed to
demonstrate the safety and efficacy of Tovaxin.ddmpleted enroliment in May 2007 and expect top-tiesults in the fourth quarter of 2008.

Our Adult Stem Cell Platform
Stem Cells—Background

Stem cells are undifferentiated primary cells theate the potential to become any tissue or orgadneobody. They hold therapeutic
promise for the development of effective treatmeamd possibly cure for various diseases. The custem cell research efforts have been
divided between embryonic and tissue specific asteln cells as potential therapeutic progenitdscBlecent experiments with embryonic
stem (ES) cells have demonstrated that these hjgbliferative, pluripotent cells can differentiatéo pancreatic-likgd -cells. The major
problem with ES cells is their pluripotency andrbat these cells, once transplanted, could farmors. Given that, adult tissue specific stem
cells have become attractive as a potential cefbeutic. Adult tissue specific stem cells haveaathges over ES cells; first, these cells ce
isolated from a more manageable source such asrbarrew or other tissues; second, they prolifeirage controlled fashion and without the
likelihood of tumorogenicity, and third, they caa bised in an autologous setting and avoid the patdar rejection which exists for allogenic
use of stem cells.

Hematopoietic stem cells (HSC’s), present in theebmarrow and precursors to all blood cells, areetitly the only type of stem cells
commonly used for therapy. Doctors have been tearisf) HSC's in bone marrow transplants for moentd0 years. Advanced techniques for
collecting or “harvesting” HSC's are now used tatrleukemia, lymphoma and several inherited bitisdrders.

The clinical potential of stem cells has also béemonstrated in the treatment of other human dése@scluding diabetes and advanced
kidney cancer. However, these new therapies hase bffered only to a very limited number of pateensing adult stem cells.

Stem cell therapies have technical, ethical andllegrdles to overcome before they will be ableaaised to possibly affect tissue and
organ repair. A significant hurdle to most usestein cells is that scientists do not yet fully uistend the signals that turn specific genes on
and off to influence the differentiation of thersteell. Therefore, scientists will have to be ablg@recisely control the differentiation of stem
cells into the specific cell
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type to be used in therapy and drug testing. Ctikieowledge of the signals controlling differenitat falls well short of being able to mimic
these conditions precisely to consistently havatidel differentiated cells for each specified use.

To realize the promise of novel cell-based themfe such pervasive and debilitating diseases asahiabetes and kidney cancer,
scientists must be able to easily and reproducitdyipulate stem cells so that they possess thessagecharacteristics for successful
differentiation, transplantation and engraftmert.be useful for transplant purposes, stem cells iseproducibly made to: proliferate
extensively and generate sufficient quantitiesssue, differentiate into the desired cell typegsyyive in the recipient after transplant, integ
into the surrounding tissue after transplant, fiomcappropriately for the duration of the recipistife, avoid harming the recipient in any way,
and avoid the problem of immune rejection. Themedsissurance that any commercialized cell-bas=dpies will ever be developed.

Therapies Utilizing Our Stem Cell Platform

We have developed a proprietary adult stem cefintelogy to produce monocyte-derived stem cells (MP8om blood. These MDSC
can be derived from a patient’s monocytes, expaedeadvo, and then administered to the same patient. Weugethat because this is an
autologous therapy, there should be no allogefgctien issues as self-derived MDSC pose no immagiochl problems. Normally, allogenic
cells are deleted by host immune responses andtegfe use of anti-rejection drugs.

Our novel multi-potent stem cell is derived fronripberal blood monocytes which when cultured urdifined conditions are able to
further differentiate into several cellular lineag®olecular biology and immunohistochemical stadiave shown that these MDSCs have
specific markers that distinguish them from othtenscells. In addition these studies have also shetime-dependence for the expression of
these specific gene products during the growthdiffierentiation of MDSCs. In vitro experiments withDSCs have shown their capacity to
differentiate towards hematopoietic, epithelialdetinelial, endocrine and neuronal cells. Our magus is the further development of this
monocyte-derived stem cell technology as a noafgim for the in vitro generation of highly spdidad cells for potential application in
autologous cell therapy for patients with diseasesh as diabetes mellitus and cardiovascular diseas

Working either alone or in conjunction with stratepgartners, we intend to utilize these MDSC frdra same patient to attempt to
develop a therapy which may cause autologous tissoegan repair. The initial internal therapeuirget is diabetes mellitus. Other therape
targets would be pursued through early-stage lingrar strategic alliances. The diabetes prograauisently in pre-clinical development.

Pancreatic Islet Cell Development

Diabetes is a disease characterized by the fajluless of pancreati -cells to generate sufficient levels of the hormorsilin required
to meet the body’s need to maintain normal nutdierheostasis. Type 1 diabetes is caused by theletripss of pancreat[g-cells when the
body’s own immune system mistakenly attacks antralgsa person’§ -cells. While for Type 2 diabetes the causes arenfare complicated
and poorly understood, the results of the diseessimilar in that often thp -cells fail to generate sufficient amounts of imstib maintain
normal homeostasis. The loss of insulin resul@niincrease in blood glucose levels and will evalhtuead to the development of premature
cardiovascular disease, stroke, and kidney faildterently there is no permanent cure for diabédtesjever, recent clinical islet cell
transplantations have shown good success in regtlimng-term endogenous insulin production andelyic stability in subjects who have
Type 1 diabetes mellitus with unstable baselindgrobriPersistent islet function without injectediin dependence provides considerable
benefit.

Current cell transplant therapy for the treatmédrtiabetes is limited by an inadequate supply stilim-producing cells. Cadaveric
sources are limited and up to three pancreas queregl to obtain clinically
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significant quantities o -cells for one patient. The identification of noeelult human stem cells provides a new prospeatitaining a
sufficient number of insulin-producing-cells for transplantation. Using our technologsiragle blood draw may be adequate to produce
clinical quantities of3 -cells for a patient.

In vitro experiments with MDSC have shown their capacitglifferentiate toward a wide variety of cell typesluding pancreatif -like
cells. These cells aggregate into clusters resegiplancreatic Islets of Langerhans termed monatsttiwed islets (MDI). The cluster
aggregates show endocrine gene expression. Biochkasisays have demonstrated that MDI can synthasid secrete significant amounts of
insulin during their growth and respond in a glleedependent manner. In addition, MDI can be stitedlar repressed by the addition of
agonists or antagonists of insuiimvitro .

The importance of these stem cells is the abititgdsily and cost effectively derive them from madividual’'s circulating monocytes,
expand them and administer them back into the gmatient. This autologous approach provides a methh@dercome any rejection issues and
the need for immunosuppressant drugs, which aem @f$sociated with current transplantations.

Stem Cell Pre-Clinical and Clinical Development

We are conducting pre-clinical studies to demotetpaoof of concept and method of delivery withi@nped IND (Investigational New
Drug) submission to the FDA during 2008. We hopedmmence a Phase | study for monocyte-derivettisiasplantation of patients with
Type 1 diabetes mellitus in 2009.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our temlbgies is critical to the development of our besie. We intend to continue to protect
our proprietary intellectual property through pasesind other appropriate means. We rely upon tsadest protection for some confidential |
proprietary information and take active measuresotdrol access to that information. We currentlydrnon-disclosure agreements with all of
our employees, consultants, vendors, advisory boenmibers and contract research organizations.

Our intellectual property strategy includes devaigproprietary technology for the sourcing, sagte manufacturing, and storage of
T cells and multipotent adult stem cells and the afsthese cells in multiple therapeutic applicasioThis strategy will include expanding on
technologies in-licensed to us as well as in-ligggnadditional technologies through collaboratiarith universities and biotech companies.

We have exclusive, worldwide licenses to certairepts that relate to our T-cell technology and muttipotent adult stem cell
technology.

T-Cell Therapy Intellectual Property

We have an exclusive, worldwide license from thglBaCollege of Medicine to certain patent applioas relating to the treatment of
MS using attenuated T-cells and to the use of teellltechnology as a diagnostic. The license wastgd to us by Baylor in exchange for
common stock in Opexa Pharmaceuticals which weisedjin November 2004. The license requires usatorpyalties on sales of products
covered by the license. We have filed additionaépiapplications related to T-Cell vaccination K68.

Rheumatoid Arthritis Therapy Intellectual Property

We have an exclusive worldwide license for theliatdual property rights and research results cduatologous T cell vaccine for RA
from the Shanghai Institutes for Biological Scien¢8IBS), Chinese Academy of Sciences of the P&pBlepublic of China. We made a one
time $125,000 license payment and agreed to payaty on net sales of products covered by thenbee We have filed additional patent
applications related to T-Cell vaccination for RA.
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Stem Cell Therapy Intellectual Property

We have an exclusive, worldwide license from theversity of Chicago, through its prime contractelationship with Argonne National
Laboratory, to a patent application related todaeelopment of adult multipotent stem cells fromnmoytes isolated from adult human
peripheral blood. The technology was discovereddewloped at the Argonne National Laboratory, &. Department of Energy Laboratory.

Pursuant to the license we have issued a totaddb2 shares of our common stock and paid $232@## University of Chicago. We
will owe milestone payments upon demonstrationffafacy in Phase Il clinical studies, submission fiooduct approval to the FDA and
approval of licensed products totaling $1,350,00@. will also pay royalties on net sales of prodwtigered by the license.

We have filed additional patent applications reddtethe process of obtaining monocyte-derived stelts. In addition, we have filed a
patent application for the process of differentiatof MDSCs into monocyte-derived islets which fiioe like pancreatic islet cells.

Our Product Pipeline
Multiple Sclerosis Therapy

Tovaxin is a vaccine approach for treating MS hiat it induces the body’s immune system to atthekMRTCs that we believe are
responsible for destroying the myelin sheath cgadiiithe axons in the central nervous system. We\methat the depletion and regulation of
the MRTCs may stop progression of multiple sclexoSovaxin is currently in a Phase llb clinicahtriwe completed enrollment of this trial in
May, 2007.

Rheumatoid Arthritis Therapy

Our Rheumatoid Arthritis (RA) T-cell vaccination@V) technology is conceptually similar to Tovaxi®A is an autoimmune T-cell-
mediated disease in which pathogenic T-cells triggeinflammatory autoimmune response of the syalgoints of the wrists, shoulders,
knees, ankles and feet which causes pain, stiff@ssswelling around the joints. This technologini preclinical development.

Diabetes Stem Cell Therapy

We believe that there are approximately 20.8 niilli@ople in the U.S. who have diabetes. More thanillbn of these people have Type
1 diabetes mellitus. Among adults with diagnosedédies, approximately 31% take insulin to contrelrtdisease. Research studies have fi
that improved glycemic control benefits people vétther Type 1 or Type 2 diabetes. Islet transpléah using Opexa’s proprietary monocyte-
derived islet cell may offer the potential to impeaglycemic control in a subgroup of patients wifpe 1 and Type 2 diabetes mellitus who
disabled by refractory hypoglycemia. We are in [inézal development and plan to file an IND in 208&d initiate a Phase | clinical trial in
2009.

Other Opportunities

We intend to conduct basic research to determia@dtitential use of our stem cells in other indaradisuch as macular degeneration,
heart attack, and Parkinson’s disease. Liver ¢e#ipatocytes) derived from our stem cells may healde across the biopharmaceutical
industry to test for drug toxicity or to help cuieer diseases. We intend to partner or sublicesasre of these indications if they are not
pursued for internal development. For those indhcatwhere we believe it can participate commelsciate will possibly take partners in key
commercial markets outside of the United States.
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Research Collaborations

We anticipate that from time to time in the futwe will enter into collaborative research agreemavith other academic and research
institutions. We will use such agreements to enbang research capabilities. Typically, in the isialy, such agreements provide the industry
partner with rights to license the intellectual peaty created through the collaboration. We mag alster into collaborative research
agreements with other pharmaceutical companies wieelnelieve such collaboration will support the @epment and commercialization of
our technology.

Commercialization Through Third Parties

We anticipate that we will grant sublicenses fataie applications of our technologies. We beligwvat by sublicensing some of the rig
to our technology to pharmaceutical companies dherdhird parties, we will be able to more effitily develop some applications of our
technologies. We currently do not have any subtesn

Competition

The development of therapeutic agents for humasedis is intensely competitive. Major pharmaceutioatpanies currently offer a
number of pharmaceutical products to treat MS, thegtack, stroke, Parkinson’s disease, diabetesy, tliseases, arthritis and other diseases for
which our technologies may be applicable. Many pfaareutical and biotechnology companies are invattig new drugs and therapeutic
approaches for the same purposes, which may ach@vefficacy profiles, extend the therapeutic wewdor such products, alter the
prognosis of these diseases, or prevent their ogebelieve that our products, when and if sudodigsleveloped, will compete with these
products principally on the basis of improved artérded efficacy and safety and their overall ecoiedenefit to the health care system. We
expect competition to increase. We believe thatoost significant competitors will be fully integeal pharmaceutical companies and more
established biotechnology companies. Smaller coiepanay also be significant competitors, partidyl#rrough collaborative arrangements
with large pharmaceutical or biotechnology compsn&ome of our primary competitors in the curresatment of and in the development of
treatments for MS include Biogen-ldec, Elan, Sergaeentis, Teva, and Bayer/Schering AG. Some offimary competitors in the
development of stem cell therapies include AastBiosciences, Geron, Gamida-Cell Ltd, Stem Cells,I6ellerant Therapeutics, and Osiris
Therapeutics. Many of these competitors have sianif products in development that could be contipetivith our potential products.

Sales and Marketing

We intend to develop a sales force to market ourcklBtherapy products in the U.S. Given the cotregion of MS treatment among a
relatively small number of specialized neurologiste believe that a modest size sales force woellslfficient to market the MS products.

We plan to partner with large biotech and pharmécalucompanies for the marketing and sales of\d8rand RA Teell products outsic
the U.S. and for our stem cell therapy products.

Description of Property

Our 10,200 sq. ft. facility is located on 3 acre2@é85 North Crescent Ridge Drive in The Woodladdas. This location provides sp:
for research and development and manufacturingcitgfar clinical trials; a specialized Flow Cytotmg and Microscopy lab; support of
clinical trials with 800 sq. ft. of GMP (good maagcfuring practice) manufacturing suites; QualitgtByns management with a Quality Control
Laboratory, Regulatory Affairs, Quality Assuranas;well as administrative support space. Therebi8®sq. ft. of space still available for
future build-out. The facility including the propeiis leased for a term ending in 2015 with twoia@ps for an additional five years each at the
then prevailing market rate.
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Government Regulation

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

In the U.S., pharmaceuticals, biologicals and neddievices are subject to FDA regulation. The Faldeood, Drug and Cosmetic Act,
amended, and the Public Health Service Act, as detkrithe regulations promulgated thereunder, amer dtederal and state statutes and
regulations govern, among other things, the testinrgiman subjects, manufacture, safety, efficktyeling, storage, export, record keeping,
approval, marketing, advertising and promotion af potential products. Product development and@mwithin this regulatory framework
takes a number of years and involves significaseuainty combined with the expenditure of subs&hnésources.

FDA Approval

We will need to obtain FDA approval of any therapeproduct we plan to market and sell. The testind approval process will require
substantial time, effort and expense. The stepsimned)before our potential products may be marketede U.S. include:

Preclinical Laboratory and Animal TestBreclinical tests include laboratory evaluationhaf product and animal studies in specific
disease models to assess the potential safetyfficatyg of the product and our formulation as wadlthe quality and consistency of the
manufacturing process.

Submission to the FDA of an Application for an Btigational New Drug Exemption, or IND, Which MBstcome Effective Before U.S.
Human Clinical Trials May CommencThe results of the preclinical tests are submittetthe FDA as part of an IND, and the IND becomes
effective 30 days following its receipt by the FDas long as there are no questions, requests iy deobjections from the FDA. The sponsor
of an IND must keep FDA informed during the durataf the study through required amendments andigpdocluding adverse event reports.

Adequate and Well-Controlled Human Clinical TrigdsEstablish the Safety and Efficacy of the Prod@titical trials, which test the
safety and efficacy of the product in humans, argacted in accordance with protocols that defi@ildbjectives of the study, the paramete
be used to monitor safety and the efficacy criteribe evaluated. Any product administered in a. dliiical trial must be manufactured in
accordance with Current Good Manufacturing Prade€MP or GMP). Each protocol is submitted to tiiAFas part of the IND.

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

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

* In Phase I, products are typically introduced imalthy human subjects or into selected patientijadipns (i.e., patients with a
serious disease or condition under study, undesiplan supervision, as may be the case with owrpiatl products) to test for
adverse reactions, dosage tolerance, absorptiodiatmibution, metabolism, excretion and clinichgpmacology

» Phase Il involves studies in a limited populatidémpatients with the disease or condition undertodi) determine the efficacy
the product for specific targeted indications anguydations, (ii) determine optimal dosage and dedaterance and (iii) identify
possible and common adverse effects and s
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risks. (Phase Il may divided into Phase lla andsBhb studies to address these issues.) Whenedislohosen and a candid
product is found to have preliminary evidence déetiveness, and to have an acceptable safetyi@infPhase Il evaluations, Ph
Il trials begin

» Phase lll trials are undertaken to develop additisafety and effectiveness information from anaexted patient population,
generally at multiple study sites. This informatimistained is used to develop a better understarafitite risks and benefits of the
product, and to determine appropriate labelingit®.

Based on clinical trial progress and results, FDdymequest changes or may require discontinuantteedfials at any time if significant
safety issues arise.

Submission to the FDA of Marketing AuthorizatiorpRqations.The results of the preclinical studies and clingtaldies are submitted to
the FDA in the form of marketing approval authotiaa applications such as New Drug Applications (N or Biologics License
Applications (BLAs). A BLA is required for biologét products subject to licensure under the Pubéalth Service Act. FDA approval is
required prior to commercial sale or shipment efdhug or biologic, and a BLA shall only be apprwsce FDA examines the product and
inspects the manufacturing establishment to assurformity to the BLA and all applicable regulatsomhe Center for Biologics Evaluation
and Research has regulatory responsibility forawwf biologics including cellular products and famtells, tissues and cellular and tissue-
based products (HCT/Ps), while the Center for DEugluation and Research is responsible for reviegedain therapeutic biological produt

The time for approval may vary widely dependingtlo@ specific product and disease to be treatedaandnber of factors, including the
risk/benefit profile identified in clinical trialghe availability of alternative treatments, and #everity of the disease. Additional animal stadie
or clinical trials may be requested during the Fi2&iew period, which might add to the review time.

FDA'’s marketing approval for a product for the treant of a specific disease or condition in spedifpopulations in certain clinical
circumstances, as described on the approved lghdlhe approved use is known as the “indicatiorfte AFDA approves a product for the
initial indication, further clinical trials may bequired to gain approval for the use of the prodocadditional indications. The FDA may also
require post-marketing testing and surveillancentmitor for adverse effects, which could involvgrsficant expense, or may elect to grant
only conditional approvals.

Interaction with FDA During the Application and Rew ProcessGenerally, early interaction and ongoing commutdeatvith FDA can
facilitate the testing and approval process byihglpo clarify FDA expectations, obtain FDA guidanend directions, and resolve disputed
issues. In addition, expectations can be formalimead“Special Protocol Assessment,” in which FDdyades official evaluation and guidance
on proposed protocols for pivotal Phase Ill clihitils. An SPA documents the FDA'’s agreement thatdesign and plan analysis of the
Phase Ill study adequately addresses objectivesgport of a regulatory submission such as a BLA.

Ongoing Compliance Requirements
Even after product approval or licensure, theresamember of ongoing FDA regulatory requirementsiuding:
» Regulatory submissions relating to changes in at\ADBLA (such as the manufacturing process orliabgand annual report
* Adverse event reporting
» Compliance with advertising and promotion restoics that relate to drugs and biologi
» Compliance with GMP (subject to FDA inspection a€ifities to determine compliance
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» Compliance witl*Good Tissue Practi” regulations, as applicable. (As defined by regata*human cell, tissue and cellular a
tissue-based products” (HCT/P), which are subjeetdditional regulatory requirement, include stesiiscthat are progenitors of
blood cells; however, the FDA makes no explicitestaent in the regulations regarding the inclusibatber types of stem cells

Other Regulations

In addition to safety regulations enforced by tiBAFwe are also subject to regulations under theupational Safety and Health Act, 1
Environmental Protection Act, the Toxic Substan€estrol Act and other present and potential fuforeign, Federal, state and local
regulations. For instance, Product manufacturingldishments located in certain states also magubgect to separate regulatory and licensing
requirements.

Outside the U.S., we will be subject to regulatitreg govern the import of drug products from th& Wr other manufacturing sites and
foreign regulatory requirements governing humaniciil trials and marketing approval for our produdthe requirements governing the
conduct of clinical trials, product licensing, prig and reimbursements vary widely from countrgdantry. In particular, the European Union
is revising its regulatory approach to high tecbdorcts, and representatives from the U.S., Japéh@European Union are in the process of
harmonizing and making more uniform the regulatifarghe registration of pharmaceutical productthiese three markets.

Employees
As of December 18, 2007, we had 40 full time eme&s; We believe that our relations with our empdsyare good. None of our
employees is represented by a union or covereddoylective bargaining agreement.

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

Our executive officers are elected by the boardir@ctors and serve at the discretion of the bodllcbf the current directors serve until
the next annual stockholders’ meeting or untilitiseiccessors have been duly elected and qualified.

Name Age Position

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

Lynne Hohlfeld 47 Chief Financial Office

Donna R. Rill 54 Vice President, Operatiol

Gregory H. Bailey 52 Director

David Hung 50 Director

Lorin J. Randal 64 Director

Michael Richmar 46 Director

Scott B. Seama 52 Director

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

David B. McWilliams was appointed President and Director in August 266dm December 2003 until August 2004, Mr. McV¥iflis
was a private investor. From June 2003 to Decer2®@8, Mr. McWilliams served as president and chiefcutive officer of Bacterial
Barcodes, Inc., a molecular diagnostics compargmAviay 2002 to June 2003, Mr. McWilliams servedhief executive officer of Signase,
Inc., a cancer therapy company. Mr. McWilliams selhas chief executive officer of Encysive Pharm#cals Inc., a cardiovascular
therapeutics company from June 1992 to March 2B@iar to June 1992, Mr. McWilliams served as cleieécutive officer of Zonagen Inc., a
human reproductive products company. Prior totihe, Mr. McWilliams was a senior executive with #dit Laboratories and a management
consultant with McKinsey & Co. He currently senassa director of Novelos Therapeutics, Inc. He atsoes on the boards of the Texas
Healthcare and Bioscience Institute and the HouSamhnology Center. Mr. McWilliams received an MBAfinance from the University of
Chicago, and a B.A. in chemistry, Phi Beta KappamfWashington and Jefferson College.

Jim C. Williams has served as our Chief Operating Officer sinceddadyer 2004. Dr. Williams served as Vice Presidélimical and
Regulatory Affairs and as Chief Operating Officer Opexa Pharmaceuticals, Inc. from February 260davember 2004. From August 2003
to February 2004 he was Senior Vice President, Regy Affairs and Operations for OSIRIS Therapesitinc., and from November 2002 to
August 2003 Dr. Williams was Vice President US Ratury Affairs for Powderject Vaccines. From Sepbamn2001 to November 2002
Dr. Williams served as Assistant Vice PresidentrMigide Regulatory Affairs for Wyeth BioPharma. étrio this Dr. Williams served as
Executive Director Regulatory Affairs for Aventisiteur from November 1994 to September 2001. Ditiamis retired in 1994 as Captain
from the U.S. Public Health Service with over twepears of service in applied research and humarprsduct development which included
assignments with the FDA, Center for Biologics Enaion and Research as a Director Scientist iDikission of Vaccine and Related Product
Applications; the US Army Medical Research Insstof Infectious Diseases as Chief, IntracellulahBgens branch and the National Institi
of Health, National Institutes of Allergy and Infes Diseases; and at the U.S. Naval Medical Rekdastitute as a research microbiologist.
He has an extensive research and development lmacidyrwith over 130 publications and four books¢hie areas of infectious diseases,
vaccinology, and oncology. He received his B.Sréedn animal science, M.S. degree in geneticsPAmD. degree in biochemistry from
Texas A&M University.
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Lynne Hohlfeld was appointed Chief Financial Officer and Secretaryune 30, 2006. From April 2006 to June 30, 2)@5served as
Vice President, Finance of the Company. From Selpeer004 until April 2006, she was vice president ahief financial officer of Denota
Ventures. From August 2000 until March 2004 she sesor vice president, chief operating and finahefficer of Bacterial Barcodes, Inc., a
Houston-based molecular diagnostics company sptafdhe Baylor College of Medicine. She was alsnisr vice president and chief
financial officer of Spectral Genomics of Houstgron its merger with Bacterial Barcodes in March£20@s. Hohlfeld was also employed by
LifeCell Corporation from 1997 to 1999, servingcastroller. Ms. Hohlfeld’s career includes posisaat Dixie Chemical Company, Price
WaterhouseCoopers, McKenna & Company, and Arthudetsen. Ms. Hohlfeld received a B.B.A. in accounfirom the University of
Wisconsin—Madison and is a certified public acceumnt

Donna R. Rill has served as our Vice President of Operationg $ilowember 2004. Ms. Rill has nearly 30 years témsive clinical and
research laboratory experience in cell and gemaplyeresearch and clinical application, immunolagtechniques and assessment,
microbiology, diagnostic virology, experimental @gs and method development and implementation.Halseexpertise in the areas of
laboratory development and operations, FDA CGMPragdlatory compliance, quality control/assurangsesn development, and clinical
Standards of Practice. From April 2003 to Noven@4 she was the Director of Quality Systems amndéds Development at Opexa
Pharmaceuticals, Inc. From November 1997 to Afid2she was the Director of Translational Resefimcthe Center for Cell & Gene
Therapy at Baylor College of Medicine. She has wdrto design, and qualify GMP Cell & Gene Therappdratories, GMP Vector
Production facilities, and Translational Researabd at St. Jude Children’s Research Hospital, TEkéldren’s Hospital, and Baylor College
of Medicine. Ms. Rill has held the positions of loaéatory Director of Cell and Gene Therapy, Transtal Research Center for Cell and Gene
Therapy, Baylor College of Medicine; Associate 8tii/Lab Manager of the Bone Marrow Transplantdesh Laboratory, and the GMP
Cell & Gene Therapy Laboratories, St. Jude Childr&esearch Hospital; Clinical Infectious Diseasddaratory Manager, Education
Coordinator and Clinical Instructor, Departmenthihical Laboratory, LeBonheur Children’s Medica¢@er and University of Tennessee
Center for the Health Sciences. She received t&riB.Medical Technology from the University of Texssee, Memphis.

Gregory H. Bailey, M.D. has served as a Director of the Company since 2066. In January 2007, Dr. Bailey became the magag
partner of Palantir Group, Inc., a biotech merchmamk. Dr. Bailey served as a managing directdi@B Capital Group LLC from May 2004
to January 2007. From June 2003 to May 2004 amd 898 to June 2002, Dr. Bailey served as a magatjmector of Knightsford Bank Cor
From June 2002 to June 2003, Dr. Bailey servedmareging director of Gilford Securities, Inc. Sinday 2005, he also has served as
director of Medivation, Inc., a public company feed on acquiring biomedical technologies. Dr. Bailas a practicing physician for ten ye
and holds a M.D. from the University of Western &id.

David Hung, M.D. has served as a Director since May 2006. Dr. Hasgslerved as the president, chief executive offindras a direct
of Medivation, Inc. since December 2004. Dr. Hutepdas served as the president and chief execuftiicer, and member of the board of
directors, of Medivation, Inc.’s subsidiary, Mediam Neurology, Inc. since its inception in SeptemB003. From 1998 until 2001, Dr. Hung
was employed by ProDuct Health, Inc., a privatefidhmedical device company, as Chief Scientifideff (1998-1999) and as president and
chief executive officer (1999-2001). From Decemb@®d1l to January 2003, Dr. Hung served as a comsutiaCytyc Health Corporation.

Dr. Hung received his M.D. from the University odl@ornia at San Francisco, and his A.B. in biol@gpd organic chemistry from Harvard
College.

Lorin J. Randall has served as a Director of the Company since Béetie2007. Mr. Randall, a financial consultant, Basior Vice
President and Chief Financial Officer of EximiasaRhaceutical Corporation, a development-stage dewglopment company, from 2004 to
2006. From 2002-2004, Mr. Randall served as Seafime President and Chief Financial Officer of i-ST&orporation, a publicly-traded
manufacturer of medical diagnostic devices whicls aequired by Abbott Laboratories in 2004. From5L892001, Mr. Randall was Vice
President and Chief Financial Officer of CFM Teclugées, Inc. a publicly traded manufacturer of
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semiconductor manufacturing equipment. He curresgtyes on the boards of drug development compahoesda Therapeutics, Inc. and
Athersys, Inc. Mr. Randall previously served on oard of Quad Systems Corporation, a publiclydtashanufacturer of electronics
manufacturing equipment where he served as Chaiohtre Audit Committee. Mr. Randall received a BrSaccounting from The
Pennsylvania State University and an M.B.A. fronrtNeastern University.

Michael S. Richmanhas served as a Director of the Company since 200@. Mr. Richman is President of Amplimmune, IRiom
April 2002 to May 2007, Mr. Richman served as exiwewice president and chief operating officeMedcroGenics, Inc. He joined
MacroGenics, Inc in 2002 with approximately twepgars experience in corporate business developwithih the biotechnology industry.
From 2000 to 2002, Mr. Richman served as seni@ piesident, corporate development and administrati MediImmune (now Astra
Zeneca), and vice president, business developmant 1996 to 2000. From 1985 to 1996 Mr. Richmauml lselveral management positions at
Chiron (now Novartis). Mr. Richman obtained his BrsGenetics/Molecular Biology at the Universitiy@alifornia at Davis and his MSBA in
International Business at San Francisco State Wsitye

Scott B. Seamarhas served as a Director of since April, 2006. 8&aman currently serves as the executive direntbtraasurer of the
Albert and Margaret Alkek Foundation of Houstonxdg, a private foundation primarily supporting ingtons in the Texas Medical Center in
Houston, Texas. Since January 1996 to presentShlrman has served as the chief financial offic€&@hafswil Ltd., an investment managen
company. Since September 1986, Mr. Seaman hasdsasve&ecretary and treasurer of M & A Properties, Bnranching and real estate conc
Since January 2003, Mr. Seaman has served as @mand, since July 2004, president of ICT Managenmen, the general partner of Impact
Composite Technology Ltd., a composite industrypdiep. Since May 2004, Mr. Seaman has served asmalér of the Investment Committee
of Global Hedged Equity Fund LP, a hedge fund. 8&aman received a bachetodegree in business administration from BowlingebrStat
University.

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

Audit Committee. The audit committee of the Board currently consigtsir. Randall, Mr. Richman and Mr. Seaman, eafcivltom are
independent, non-employee directors. The audit cibt@enselects, on behalf of our board of directarsindependent public accounting firm to
be engaged to audit our financial statements, dsatth the independent auditors their independeregew and discuss the audited financial
statements with the independent auditors and mamageand recommend to our board of directors whetteeaudited financials should be
included in our Annual Reports to be filed with ®EC. The audit committee operates pursuant tdateewicharter, which was adopted in

February 2005. During the last fiscal year, theittcmmmittee held four meetings, and the then membethe Audit Committee attended each
meeting.

All of the members of the audit committee are nompyee directors who: (1) met the criteria forépdndence set forth in Rule 10A-3
(b)(1) under the Securities Exchange Act of 1934amended (the “Exchange Act”); (2) did not papite in the preparation of our financial
statements or the financial statements of Opexanfdweuticals, Inc.; and (3) are able to read anttrstand fundamental financial statements,
including a balance sheet, income statement artdfas statement. The Board has determined thatRandall and Mr. Seaman individually
qualify as an “audit committee financial expert’defined by Item 401(e) of Regulation S-B of thekange Act.
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Compensation Committee The compensation committee of the board consisBr ofiung, Mr. Richman and Mr. Seaman, who are
independent directors, as defined in Rule éfthe Exchange Act. The compensation Commitgews and approves (1) the annual sal
and other compensation of our executive offices @) individual stock and stock option grants. Thenpensation Committee also provides
assistance and recommendations with respect toampensation policies and practices and assishsthgt administration of our compensation
plans. During the last fiscal year the compensatmmnmittee held one meeting, and the then membi¢he @ompensation committee attended
that meeting.

In addition, the Board has adopted a written chdoiethe compensation committee, adopted in Aug084, which is available on our
website at www.opexatherapeutics.com.

Nominating and Corporate Governance CommitteeThe nominating and corporate governance committ#eecboard currently
consists of Dr. Hung, Mr. Richman and Mr. Seamacheof whom are found by the board of directorsd@n “independent director” pursuant
to the applicable rules and regulations promulgatethe SEC. The nominating and corporate govemanmmittee assists our board of
directors in fulfilling its responsibilities by: @htifying and approving individuals qualified torge as members of our board of directors,
selecting director nominees for our annual meetofgshareholders, evaluating the performance oboard of directors, and developing and
recommending to our board of directors corporateeguance guidelines and oversight with respecobtparate governance and ethical conc
This committee operates pursuant to a written ehadopted in February 2005, which is availabl@anwebsite at
http://www.opexatherapeutics.com. During the |&stdl year the nominating and corporate governaonoanittee held one meeting, and the
then members of the compensation committee atteth@dédneeting.

Compensation Committee Interlocks and Insider Parttipation. Our compensation committee is comprised of Dr. Hlvig Richman
and Mr. Seaman. None of the committee members\yeseen an employee of Opexa Therapeutics, Inoeld our executive officers serve
as a member of the board of directors or compersattmmittee of any entity that has any executifieer serving as a member of our Board
of Directors or compensation committee.

Compensation of Directors

Mr. McWilliams who is a director and an officer doeot receive any compensation for his servicesraember of our board of directors.
As director’'s compensation for the period endingilAlB3, 2007, we approved the issuance of a tem gption to purchase 35,000 shares of
common stock to Dr. Bailey, Mr. Seaman and Dr. Hahgn exercise price of $5.20 per share. On JGn2aD6 we approved the issuance of a
ten year option to purchase 35,000 shares of constomk to Mr. Richman at an exercise price of $%80share. Each of these options vest
50% on the date of grant, 25% on the first annamgrand the remaining 25% on the second anniversiinyninety day acceleration upon the
director’s termination. We reimburse our directfinstravel and lodging expenses in connection Witir attendance at board and committee
meetings.

In April 2006, the board approved the acceleratesting of the options held by Messrs. Boveroux, éesKamin and Frison (former
directors who resigned in April 2006) and extenttezlterm to exercise for three years. As compemsétir the directors’ prior efforts, the
board approved the issuance of three year optmparchase 2,000 shares to each of Messrs. Bovevdesner and Kamin and 2,500 shares to
Mr. Frison. These options are exercisable at $pe2Ghare and vest in one year.
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EXECUTIVE COMPENSATION
Summary Compensation Table

The following tables set forth certain informati@yarding our CEO and each of our most highly-campted executive officers whose
total annual salary and bonus for the fiscal yeading December 31, 2006 and 2005 exceeded $100,000

Options
Salary Awards Total
Name and Principal Position Year $ ®W $)
David B. McWilliams® 200¢ 264,49 497,37" 761,87:
CEO, President, Directc 200t 250,000 2,527,02; 2,777,02.
Lynne Hohlfeld® 200€ 131,25( 40,83¢ 172,08¢
CFO and Secretal 200t — — —
C. William Rouse® 200¢ 90,00( 850,81¢ 940,81
CFO and Secretal 200t 180,00( 151,49 331,49¢

(1) Served as chief executive officer since August 2004
(2) Served as chief financial officer since June 2006.
(3) Served as chief financial officer from May 2004athgh June 200¢

(4) Reflects the dollar amount recognized for fitiahstatement reporting purposes for the year @mterember 31, 2006 in accordance with
FAS 123(R) (but disregarding forfeiture estimatgated to service-based vesting conditions) anthrdingly, includes amounts from
options granted prior to 2006. See the informa#ippearing under the heading entitled “Stock Optanms Warrants” in footnote number
11 to our consolidated financial statements inaluae part of our Annual report on Form 10-KSB for year ended December 31, 2006
for certain assumptions made in the valuation ¢foog granted in the years ended December 31, 2006 anc2004.

Grants of Plan Based Awards in 2006

The following table presents each grant of stodioog in 2006 to the individuals named in the sumnt@mpensation table above.

Number of

Securities Exercise Price

Underlying Grant Date

of Option Fair Value of

Name Grant Date Options Awards Options
David B. McWilliams® 05/02/0¢ 120,00( $ 5.0C $1,140,00!
Lynne Hohlfeld® 04/20/0¢ 22,50( $ 5.0C $ 130,50(
Lynne Hohlfeld® 07/12/0¢ 12,50( $ 8.2t $ 103,12!
C.W. Rousé? 05/02/0¢ 65,00( $ 5.0C $ 617,49¢
C.W. Rousé?® 05/02/0¢ 10,00( $ 5.0C $ 95,00(

(1) Vests over three year$] 3on each anniversary date of grant.
(2) 1/3vests on grant date; remainder vests on 4/28/07.
(3) Vests on 6/29/0¢

Each of the options in the foregoing table was g@ninder the Company’s June 2004 Compensatork Stption Plan.
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Outstanding Equity Awards at Fiscal Year-End

Option Awards

Number of
Securities Number of
Underlying Securities Option
Unexercise( Underlying Exercise Option
Unexercised Expiration
Options (#) Options (#) Price
Name Exercisable Unexercisable (%) Date
David B. McWilliams — 120,00( 5.0C 05/02/1¢
5,00( — 30.0C 01/21/1
37,00( — 30.0C  08/31/0¢
Lynne Hohlfeld — 22,50( 5.0C  04/20/1¢
— 12,50( 8.2t 07/12/1¢
C. William Rouse 21,66" 43,33 5.0C 05/02/1:
10,00( — 5.0C 05/02/1:
3,33t 1,661 30.0C 01/21/1(
6,66 3,33¢ 30.0C  04/28/0¢

Compensation of Directors

The following table presents summary informationtfee year ended December 31, 2006 regarding tmpensation of the noemploye!

members of our board of directors. Mr. Boveroux, Klamin and Mr. Wesner resigned from the board pnlA6, 2006. Mr. Frison resigned
from the board at the end of his term on June @862Mr. Seaman and Dr. Bailey were appointed édditard on April 16, 2006. Dr. Hung v
appointed to the board on May 2, 2006 and Mr. Rzhmvas appointed to the board on June 16, 2006.

Fees Earned

. Options

or Paid

in Cash A(\g)a(rf)s Total
Name ® $)
Gregory H. Bailey® — 207,81: 207,81:
David Hung® — 207,81: 207,81
Michael Richmar? — 214,378 214,37}
Scott B. Seama@® — 207,81 207,81:
Brooks Boveroux® 22,00( 59,52:¢ 81,52
Paul Frisorf4 8,50( 83,101 91,60:
Tony Kamin®) 15,50C 360,20« 375,70«

Terry Wesnef® 9,00C 115,78: 124,78:

1)

()
3)
(4)
(5)
(6)

Reflects the dollar amount recognized for fitiahstatement reporting purposes for the year @fmecember 31, 2006 in accordance with
FAS 123R (but disregarding forfeiture estimateatesl to service-based vesting conditions) and,rdetgly, includes amounts from
options granted prior to 2006. See the informa#ippearing under the heading entitled “Stock Optanmg Warrants” in footnote number
11 to our consolidated financial statements indluae part of our Annual report on Form 10-KSB for year ended December 31, 2006
for certain assumptions made in the valuation ¢ibog granted in the years ended December 31, 20@0& and 200

35,000 option awards outstanding at fiscal year
7,750 option awards outstanding at fiscal year

10,000 option awards outstanding at fiscal year
16,750 option awards outstanding at fiscal year
10,750 option awards outstanding at fiscal year

No options were exercised during the fiscal yeaeenDecember 31, 2006.
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The following table presents the fair value of egcdint of stock options in 2006 to non-employee toers of our board of directors,
computed in accordance with FAS 123R:

Number of
Exercise
Securities Grant Date
Underlying Price of
Option Fair Value
Name Grant Date Options Awards of Options
Gregory H. Bailey 05/02/0¢ 35,00( $ 5.2C $332,50(
David Hung 05/02/0¢ 35,00( $ 5.2C $332,50(
Michael Richmar 06/16/0¢ 35,00( $ 9.8( $343,00(
Scott B. Seama 05/02/0¢ 35,00( $ 5.2C $332,50(
Brooks Boverous 05/03/0¢ 2,000 $52C $ 19,20(
Paul Frisor 05/03/0¢ 2500 $52C $ 24,00
Tony Kamin 05/03/0¢ 2,00 $520C $ 19,20(
Terry Wesne 05/03/0¢ 2,00( $ 5.2C $ 19,20(
Terry Wesne 06/16/0¢ 50C $9.8C $ 4,90(

Executive Employment Contract

David B. McWilliams is employed by us pursuant tofemended and Restated Employment Agreement enitg@dn June 15, 2006.
Pursuant to the agreement, Mr. McWilliams is emptbgs the Chief Executive Officer and a Directothef Company is at an annual salary of
$275,000. The term of employment is through Jun€2@88 and may be extended for periods of one ymavever, the employment agreement
may be terminated at any time voluntarily by himnithout cause by the Board. If employment is teratéd by the Board without cause,

Mr. McWilliams will receive twelve months base sglaAny and all stock options granted to Mr. McWéths prior to termination that are
scheduled to become vested within a 12 month pexfied termination will be accelerated to becomste® as of the termination date.
Mr. McWilliams shall have 90 days from terminatittnexercise any vested stock options.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of December2()7, the number and percentage of outstandingslwdiiour common stock owned |
(a) each person who is known by us to be the beaktiwner of more than 5% of our outstanding ska@fecommon stock; (b) each of our
directors; (c) the named executive officers asmefiin Item 402 of Regulation S-B; and (d) all emtrdirectors and executive officers, as a
group. As of December 18, 2007, there were 6,696sh@res of common stock issued and outstanding.

Beneficial ownership has been determined in acem@lavith Rule 13d-3 under the Exchange Act. Unlisrrule, certain shares may be
deemed to be beneficially owned by more than omsgpe(if, for example, persons share the powepote vr the power to dispose of the
shares). In addition, shares are deemed to beibmiigfowned by a person if the person has thhtrig acquire shares (for example, upon
exercise of an option or warrant) within 60 dayshaf date as of which the information is providedcomputing the percentage ownership of
any person, the amount of shares is deemed todi@¢he amount of shares beneficially owned by g@&rhon by reason of such acquisition
rights. As a result, the percentage of outstandimages of any person as shown in the followingetdbles not necessarily reflect the person’s
actual voting power at any particular date.

To our knowledge, except as indicated in the fotmdo this table and pursuant to applicable conitywpnoperty laws, the persons
named in the table have sole voting and investpewer with respect to all shares of common stodwshas beneficially owned by them.

Number of Share: Percentage ¢
Name and Address of Beneficial Ownef) Owned Class
Beneficial Owners of more than 5%:
SF Capital Partners Lt¢® 989,55 14.7¢%
Victory Park Master Fund, Ltd" 668,311 9.94%
Austin W. Marxe and David M. Greenhou8e 1,507,47® 20.95%
Albert and Margaret Alkek Foundatidt 685,97® 9.9%
Alkek & Williams Ventures Ltd® 406,880 5.95%
DLD Family Investments, LLEY 361,114 5.2%
Officers and Directors:
Scott B. Seamaf? 469,523 6.82%
David B. McWilliams 95,5914 1.41%
Lynne Hohlfeld 11,667119 *
Donna Rill 20,4019 0.3(%
Jimmy C. Williams 43,4547 0.65%
Gregory H. Bailey 85,17¢18) 1.26%
David Hung 31,2519 *
Lorin Randall 10,00(9 *
Michael Richmar 31,25 *
All directors and executive officers as a group€®sons)** 798,31(22 11.11%

*  Indicates less than 1

(1) Unless otherwise indicated, the mailing addofgke beneficial owner is c/o Opexa Therapeutios,, 2635 North Crescent Ridge Drive,
The Woodlands, Texas 773¢

(2) Michael A. Roth and Brian J. Stark exercisafaioting and dispositive power over all of the résaof common stock beneficially owned
by SF Capital Partners Ltd., but Messrs Roth aadkStisclaim beneficial ownership of such shardse ihformation in this footnote is
primarily based on a Schedule 13F reported wittSB€ on June 30, 2007 and other information pralideus. The mailing address of
SF Capital Partners Ltd. is c/o Stark Offshore Mgmaent, LLC, 3600 South Lake Drive, St. Francis,38235.
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3)

(4)

(5)

(6)

(7)

Excludes 500,000 shares of Company common stocgrlymag the Warrant*Warran”) that SF Capital Partners Ltd. is contractu
prohibited from exercising to the extent that ituMbbeneficially own in excess of 9.999% of theatstumber of issued and outstanding
shares of common stock after such exer“Warran” refers, in each case to the Warrants dated Apri2Q06.

Victory Park Capital Advisors, LLC is the integent advisor of Victory Park Master Fund, Ltd.dammnsequently has voting control and
investment discretion over securities held by MigtBark Master Fund, Ltd. Richard Levy is the solember of Jacob Capital, L.L.C. ¢
sole manager of Victory Park Capital Advisors, LITBe number of shares beneficially owned exclu®@s®0 shares of Company
common stock underlying an April 2006 warrant tattory Park Master Fund, Ltd. is contractually pitnited from exercising to the
extent that it would beneficially own in exces9d99% of the total number of issued and outstandirares of common stock after such
exercise. The mailing address of the beneficialevis 227 West Monroe Street, Suite 3900, ChicHljjmis 60606.

Excludes 320,000 shares of Company common stocirlyiig a Warrant that Victory Park is contractyagirohibited from exercising t
the extent that it would beneficially own in exce$®.999% of the total number of issued and ontlitey shares of common stock after
such exercise

Consisting of: (i) 331,000 shares of commoristand 165,500 shares of common stock issuable thygoexercise of a Warrant held by
Special Situations Fund 11l QP, L.P., (ii) 28,40tses of common stock and 14,200 shares of comtook ssuable upon the exercise of
a Warrant held by Special Situations Fund Ill, L(H) 90,600 shares of common stock and 45,3@esh of common stock issuable uj
the exercise of a Warrant held by Special Situati@ayman Fund, L.P., (iv) 400,000 shares of comstock and 200,000 shares of
common stock issuable upon the exercise of a Wiahedd by Special Situations Private Equity FundB.l.and (v) 150,000 shares of
common stock and 75,000 shares of common stockb$swpon the exercise of a Warrant held by Sp&ifahtions Life Sciences Fund,
L.P. MGP Advisors Limited (“MGP”) is the generalrpzer of Special Situations Fund Ill, QP, L.P. @pkcial Situations Fund Ill, L.P.
AWM Investment Company, Inc. (“AWM”) is the genegartner of MGP and the general partner of andsitment adviser to the Special
Situations Cayman Fund, L.P. MG Advisers, L.L.QMG") is the general partner of and investment agivie the Special Situations
Private Equity Fund, L.P. LS Advisers, LLC (“LS’§ the general partner and investment adviser t&peeial Situations Life Sciences
Fund, L.P. Austin W. Marxe and David M. Greenhoasethe principal owners of MGP, AWM, MG and LS rdingh their control of
MGP, AWM, MG and LS, Messrs. Marxe and Greenhobsgesvoting and investment control over the paidfeécurities of each of the
funds listed above. The information in this foos primarily based on a Form 13F reported with$iEC on June 30, 2007 and other
information provided to us. The mailing addres$/efssrs. Marxe and Greenhouse is 527 Madison AveSuite 2600, New York, New
York 10022.

This information is based on the Schedule 1i8# fwith the SEC on April 24, 2006, as amendedAlbert and Margaret Alkek
Foundation (the “Foundation”), Alkek & Williams Vaures, Ltd. (“Ventures”), Scott Seaman, DLD Fantilyestments, LLC, and the
other reporting persons named therein the (“Fouodt3D”). The Foundation acts through an investnoemmittee of its board of
directors, which includes Mr. Daniel Arnold, Mr.eJBailey, Mr. Scott Seaman and Ms. Randa Duncatiaiis. Mr. Seaman is the
executive director of the Foundation and chairmiathe® investment committee. The investment committas sole voting and investment
power over all of the shares of common stock beiady owned by the Foundation. However, pursuarthe Foundation 13D, neither-
executive director nor any member of the investncemimittee may act individually to vote or sell grg®of common stock held by the
Foundation; therefore, the Foundation has concltlk&idno individual committee member is deemedeteticially own, within the
meaning of Rule 13d-3 of the Exchange Act, anyeshaf common stock held by the Foundation solelyiliye of the fact that he or she
is a member of the investment committee. Additingdursuant to the Foundation 13D, the Foundatias concluded that because

Mr. Seaman, in his capacity as executive directahairman of the investment committee, cannotrastich capacity to vote or sell
shares of common stock held by the Foundation witttte approval of the investment committee, hoisdeemed to beneficially own,
within the meaning of Rule 13d-3 of the Exchangé, Aay shares of common stock held by the Founadtjovirtue of his position as
executive director or chairman of the investmemhiuttee. The mailing address of the beneficial awsd 221 McKinney #4525,
Houston, Texas 7701
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(8)

(9)

(10)

(11)

(12)

(13)

Consisting of: (i) 22,222 shares of common stocleulying Series C Warrants exercisable at $30.0Glpare and (ii) 147,084 shares
common stock underlying a Warrant. Excludes 102#&1ides of Company common stock underlying a Watha the Foundation is
contractually prohibited from exercising to theenttthat it would beneficially own in excess of @% of the total number of issued
and outstanding shares of common stock after sxettise. Pursuant to the Foundation 13D, the Faiordand other reporting persons
named therein may be deemed to constitute a garypufposes of Section 13(d) or Section 13(g) efEkchange Act. However, the
Foundation, Ventures, Chaswil, Ltd., and Mr. Seamguressly disclaim (i) that, for purposes of Smttl3(d) or Section 13(g) of the
Exchange Act, they are a member of a group witheetsto securities of the Company held by DLD Fgriivestments, LLC,

Mr. Arnold, Mr. Bailey or Ms. Williams and (ii) thahey have agreed to act together with DLD Farmilyestments, LLC, Mr. Arnold,
Mr. Bailey or Ms. Williams as a group other thardascribed in the Foundation 13D. Therefore, thissthot include the following
securities: (i) 233,334 shares of common stock hgl®LD Family Investments, LLC; (ii) 17,778 sharfscommon stock underlying
Series C warrants exercisable at $30.00 per sleddebly DLD Family Investments, LLC; (i) 110,008ares of common stock
underlying a Warrant held by DLD Family InvestmentsC; (iv) 26,667 shares of common stock held by Brnold; (v) 8,889 shares
of common stock underlying Series C warrants esafie at $30.00 per share held by Mr. Arnold; 1@)000 shares of common stock
underlying a Warrant held by Mr. Arnold; (vii) 1@0 shares of common stock held by Mr. Bailey; \\6ii000 shares of common stock
underlying a Warrant held by Mr. Bailey; (ix) 268/6shares of common stock held by Ventures; (}@28shares of common stock
underlying Series C warrants exercisable at $3pedGhare held by Ventures; (xi) 125,000 shareonfmon stock underlying a
Warrant held by Ventures; (xii) 18,550 Series ahooon stock held by Mr. Seaman; (xiii) 5,334 sharffesommon stock underlying
Series C warrants exercisable at $30.00 per sleddebly Mr. Seaman; and (xiv) 7,500 shares of comstook underlying a Warrant
held by Mr. Seaman. The information in this foog primarily based on the Foundation 13D andratifermation provided to u:

Chaswil, Ltd. is the investment manager of Weas and holds voting power and investment pow#r iispect to Company securities
held by Ventures pursuant to a written agreemesttt$. Seaman is a principal of Chaswil, Ltd aad Bhared voting power and sha
investment power over all of the shares of comntooksbeneficially owned by Ventures. The informatia this footnote is primarily
based on the Foundation 13D and other informatiomiged to us. The mailing address of the bendfaimer is 1221 McKinney
#4525, Houston, Texas 770:

Consisting of: (i) 263,667 shares of commatist (i) 18,223 shares of common stock underly@sgies C warrants exercisable at
$30.00 per share and (iii) 125,000 shares of comstack underlying a Warrar

Randa Duncan Williams is the principal of DEamily Investments, LLC and she may be deemedéecese voting and investment
power with respect to such shares. The informatidhis footnote is primarily based on the Foungatl3D and other information
provided to us. The mailing address of the berafmivner is P.O. Box 4735, Houston, Texas 7-4735.

Consisting of: (i) 233,334 shares of common stoglki by DLD Family Investments, LLC; (i) (i) 17,87shares of common sto
underlying Series C warrants exercisable at $3pedGhare held by DLD Family Investments, LLC; &in}i110,000 shares of commu
stock underlying the Warrants held by DLD Familyéstments, LLC. Ms. Williams is on the investmeninenittee for the Foundation.
Pursuant to the Foundation 13D, the Foundatiorcbasluded that no individual committee member isrded to beneficially own,
within the meaning of Rule 13d-3 of the Exchangé, Aoy shares of common stock held by the Foundatibely by virtue of the fact
that he or she is a member of the investment coteeiThe information in this footnote is primarigised on the Foundation 13D and
other information provided to us. The mailing addref the beneficial owner is P.O. Box 4735, Howsliexas 7721-4735.

Consisting of: (i) 31,250 shares underlying stoplians; (i) 263,667 shares of common stock held/bytures; (iii) 18,223 shares
common stock underlying Series C warrants exertasatif$30.00 per share held by Ventures; (iv) 18%ghares of common stock
underlying the Warrants held by Ventures; (v) 5,8B4dres of common stock underlying Series C wasraxercisable at $30.00 per
share; and (vi) 7,500 shares of common stock uyidgrthe Warrants. (See footnote 8 for additioriatdssion o
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(14)

(15)
(16)
(17)
(18)

(19)
(20)
(21)
(22)

the information set forth in clauses (ii) throu@h of the preceding sentence.) Pursuant to thenéfation 13D, this does not include 1
following shares which Mr. Seaman has determineddes not have beneficial ownership or disclaimekfiicial ownership:

(i) 516,667 shares of common stock held by the Batian; (i) 22,223 shares of common stock undagy$eries C warrants exercise
at $30.00 per share held by the Foundation; (0,200 shares of common stock underlying a Wairaltt by the Foundation. (See
footnote 7 for additional discussion of the infotioa set forth in clauses (i) through (iii) of theeceding sentence.) The mailing add
of the beneficial owner is 1221 McKinney #4545, lstan, Texas 7701!

Consisting of: (i) 82,000 shares of commortlstanderlying stock options and (ii) 6,968 sharesomnmon stock underlying Series C
warrants exercisable at $30.00 per sh

Consisting of 11,667 shares of common stock unieylgptions.
Consisting of 17,793 shares of common stock unggylgptions.
Consisting of 35,125 shares of common stock uniylgptions.

Consisting of: (i) 31,250 shares underlying stopkans; (ii) a warrant to purchase 38,928 shareofmon stock exercisable at $5
per share; (iii) 10,000 shares of common stock bgl&alantir Group, Inc., an entity in which Dr.iBg has investment and voting
power; and (iv) 5,000 shares of common stock ugtegla Warrant held by Palantir Group, |

Consisting of 31,250 shares of common stock unieylgptions.
Consisting of 10,000 shares of common stock unggylgptions.
Consisting of 31,250 shares of common stock unateylgtock options

Consisting of: (a) the following held by Mr. Sean@amwhich Mr. Seaman may be deemed to have votidgravestment powe

(i) 31,250 shares underlying an option; (ii) 263,&Mares of our common stock held by Venture3;18i223 shares of our common
stock underlying Series C warrants exercisable3@t® per share held by Ventures; (iv) 125,000eshaf our common stock underly
a Warrant held by Ventures; (v) 5,334 shares ofcounmon stock underlying Series C warrants exdntgsat $30.00 per share; and
(vi) 7,500 shares of our common stock underlyiMyarant; (b) the following held by Mr. McWilliam$)82,000 shares of common
stock underlying stock options and (ii) 6,968 skareour common stock underlying Series C warrartscisable at $30.00 per share;
(c) the following held by Dr. Bailey or which Dr.aey has voting and investment power; (i) 31,2B@rss underlying stock options;
(ii) 38,928 shares of common stock underlying a Nfarexercisable at $5.00 per share; (i) 10,02ras of common stock held by
Palantir Group, Inc.; and (iv) 5,000 shares of cansunderlying a Warrant held by Palantir Group,;Itd) 31,250 shares underlying
stock options held by Dr. Hung; and (e) 10,000 etanderlying stock options held by Mr. Randalt] &) 31,250 shares underlying
stock options held by Mr. Richma
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Prior to the April 2006 financing, Mr. Seaman, widually owned 5,050 shares of our common stocll, &eries C warrants to purchase
4,000 shares of the our common stock. In additdamtures, an entity in which Mr. Seaman may be d=kto have voting power and/or
investment power, owned 13,667 shares of our constanrk, and Series C warrants to purchase 18,22@slof our common stock. In
connection with the April 2006 financing, (i) Mre8man individually purchased 15,000 shares of ommeon stock and was issued the April
2006 Warrant to purchase 7,500 shares of our constoak, and (i) Ventures acquired 250,000 shafesiocommon stock and the April 2C
Warrant to purchase 125,000 shares of our comnumk.sPursuant to the Foundation 13D, Mr. Seamarcbasluded that he does not have
beneficial ownership of the shares of stock heldhgyFoundation. Additionally, pursuant to the Fdation 13D, Mr. Seaman and other
reporting persons named therein may be deemechsiittde a group for purposes of Section 13(d)exti®n 13(g) of the Exchange
Act. However, the Foundation, Ventures, Chaswitl.Land Mr. Seaman expressly disclaim (i) thatpiamoses of Section 13(d) or Section 13
(g) of the Exchange Act, they are a member of agreith respect to our securities held by DLD Fgnhilvestments, LLC, Mr. Arnold,

Mr. Bailey or Ms. Williams and (ii) that they haagreed to act together with DLD Family InvestmehtsC, Mr. Arnold, Mr. Bailey or

Ms. Williams as a group other than as describdtienFoundation 13D. The reporting persons in thenBation 13D, other than Mr. Seaman
and Ventures, own in the aggregate: (i) 786,667eshaf common stock; (ii) 44,445 shares of comntooksunderlying Series C warrants
exercisable at $30.00 per share; and (iii) 2608}0es of common stock underlying April 2006 Watsan

In connection with the April 2006 financing, (i) IBatir Group, Inc., an entity in which Dr. Baileg$ivoting power and/or investment
power, acquired 10,000 shares of our common stodklze April 2006 Warrant to purchase 5,000 shaféilse Company’s common stock,
(i) MDB Capital Group LLC, an entity in which DBailey was a managing director until January 2@Qif disclaimed any voting power anc
investment power, acquired 200,000 shares of thepgaay’s common stock and the April 2006 Warraruochase 100,000 shares of the
Company’s common stock, and (iii) MDB Capital GrdupC received $1,723,300 for its services in thgiAp006 financing and a three year
warrant to purchase 208,330 shares of our comnuoak stt $5.00 per share, of which MDB Capital Graw® assigned the right to purchase
38,928 shares of common stock to Dr. Bailey on IAptj 2006.

None of our executive officers or directors andrtfamily members or affiliates is indebted to nsan amount greater than $60,000.
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DESCRIPTION OF SECURITIES

Our Capitalization
Common Stock

We are authorized to issue 100,000,000 sharesnfnom stock, par value $0.50 per share. As of Jari2ja2008, there were 6,696,784
shares of common stock issued and outstanding. §tearie of common stock is entitled to one votespare for the election of directors and on
all other matters submitted to a vote of stockhidd@&here are no cumulative voting rights. Commtogléholders do not have preemptive rig
or other rights to subscribe for additional shaeesl the common stock is not subject to convergiaedemption. In the event of liquidation,
the holders of common stock will share equallyrig balance of corporate assets available for distion to them. Subject to the rights of
holders of the any other securities subsequerdlyed, holders of the common stock are entitle@deive dividends when and as declared by
our Board of Directors out of funds legally avalabNe have not paid any dividends since our iroe@nd have no intention to pay any
dividends in the foreseeable future. Any futuraainds would be subject to the discretion of thafBmf Directors and would depend on,
among other things, our future earnings, the opegand financial condition, our capital requirertsgrand general business conditions.

Preferred Stock

We are authorized to issue 10,000,000 shares tdrped stock, no par value per share. As of Jan8a2p08, no shares of preferred st
are issued and outstanding. Our Board of Direatars without approval of our stockholders, issue onmore series of preferred stock. If we
issue preferred stock, our Board of Directors détermine the number of shares and the rightsegmefes and limitations of each series. T
rights, preferences and limitations may includecgjmedesignations, number of shares, liquidatiafue, dividend rights, liquidation and
redemption rights and voting rights.

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we issye to our officers, directors, employees anduahants
incentive stock options, non-qualified stock opsi@nd shares of restricted stock. The plan proviagtess to issue up to 1,200,000 shares of its
common stock pursuant to awards under the plaof Aanuary 3, 2008 we had outstanding options,tgdapursuant to the plan, to purchase
1,043,925 shares of common stock. The plan is dedigp qualify under the Internal Revenue Codenaa@entive stock option plan.

Series E Warrants.We are offering 4,500,000 Series E warrants iroffering. Each Series E warrant permits the hotdgrurchase one
share of our common stock at an exercise price of $ (125% of the offering price of a shafeommon stock). The Series E warrants may
be exercised at any time commencing the date oaig= until the five year anniversary of issuartce@0 p.m., New York City time, on such
date.

We may call the Series E warrants for redemptiel(gling any Series E warrants issued or issuablkee underwriters under their
warrant purchase option), in whole and not in ptrg price of $.01 per Series E warrant at ang tivhile the Series E warrants are exercis:
upon not less than 30 days’ prior written noticeezfemption to each warrant holder, and if, ang dnthe average of the last sale prices of the
common stock equals or exceeds $  [200% of the then exercise price of the warranst share, for the consecutive 20 trading days
ending within 10 business days prior to the notiteedemption to warrant holders. In addition, waynonly call the Series E Warrants for
redemption if we have an effective registrationiesteent available for the issuance of the sharexxercise or, if we don’t have an effective
registration statement, we can issue the sharésutitegend pursuant to Rule 144. In connectioh e call provision on the basis of a
cashless exercise, we will determine if we willque the redemption without a registration statejreamt as part of the
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call notice, indicate the market price at whichaghdess exercise will be calculated. The markeepsill be the highest price of a share of
common stock during the period used to determimeeifmay call the warrants for redemption.

Under the terms of the warrant agreement, we hgreed to take steps to have a prospectus relatiogrimon stock issuable upon
exercise of the Series E warrants is current aad¢dimmon stock has been registered or qualifieteemed to be exempt under the securities
laws of the state of residence of the holder ofitherants and use our best efforts to maintainreenatiprospectus relating to common stock
issuable upon exercise of the Series E warrantkthatexpiration of the warrants. However, we catresssure you that we will be able to do so,
and if we do not maintain a current prospectugedito the common stock issuable upon exerciskeofvarrants, holders may be unable to
exercise their Series E warrants and we may no¢dpgired to settle any such warrant exercise.dfffospectus relating to the common stock
issuable upon the exercise of the Series E warraunist current or if the common stock is not dfiedi or exempt from qualification in the
jurisdictions in which the holders of the Seriew&trants reside, then the Series E warrant may lomlgxercised either through a cash
exercise or by a cash exercise after the warrddehaakes such representations that are requyred ko ensure compliance with applicable
securities laws.

We are also providing for a cashless exercise@Biries E Warrants prior to a redemption if themo effective registration statement
available for a cash exercise, provided that ifshares of common stock to be issued on exercisgotde delivered without legend because
the holding period for Rule 144 has not passedé€oty two years), the holder will be required taka the exercise by obtaining a certificate
from the warrant agent, and then presenting thaipalcertificate and the exercise form to the camyp Any shares issued under this aspect of
the cashless exercise provision, will be issuedl witestrictive legend. Therefore, the shares vededn such exercise may not be traded unless
there is an exemption from registration availablis exemption may be Rule 144, which currentlyjdes that after a one year holding pe!
of the securities being sold, the holder may eféestarket sale, through a broker, within volumetitions, provided there is current
information about the company available, a notiliegf is made by the holder with the Securities &xthange Commission. Anyone
exercising on a cashless basis will have to bearigh of holding restricted stock for an indefinfieriod of time. If the cashless exercise is
the holding period of Rule 144, then it may be etffe without presentation of a physical certificatel the shares to be issued on such exercise
will be not be issued as restricted stock.

In a “cashless exercise”, holders of Series E vmésravould pay the exercise price by surrenderisghér or its Series E warrants for that
number of shares of common stock equal to the gubtibtained by dividing (x) the product of the aenof shares of common stock
underlying the warrants, multiplied by the diffecerbetween the exercise price of the Series E waremd the “market price” (defined below)
by (y) the market price. The “market price” shakan the last sale price of the common stock oml#ite of exercise unless it is in connection
with a redemption of the Series E warrants in wiiake it will be the highest price of a share ahown stock during the period used to
determine if we may call the warrants for redemptié cashless exercise in this manner will redbeertumber of shares to be issued and
thereby lessen the dilutive effect of a warraneragtion, but we will not receive any cash proceeds.

The Series E warrants will be issued in registéoeh under a warrant agreement between Contin&ttak Transfer & Trust Company,
as warrant agent, and us. You should review a obplye warrant agreement, which has been filechasxaibit to the registration statement of
which this prospectus is a part, for a completedetion of the terms and conditions applicablé¢h®e warrants.

The exercise price and number of shares of comnumk $ssuable on exercise of the Series E warraats be adjusted in certain
circumstances including in the event of a stockdgind, or our recapitalization, reorganization, geeror consolidation. However, the Series E
warrants will not be adjusted for issuances of camstock at a price below their respective exenpigees.
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The Series E warrants may be exercised upon sw@refidhe warrant certificate on or prior to the@iation date at the offices of the
warrant agent, with the exercise form on the rewvside of the warrant certificate completed andceter] as indicated, accompanied by full
payment of the exercise price, by certified oraéfi bank check payable to us, for the number oieS& warrants being exercised. The war
holders do not have the rights or privileges ofleot of common stock and any voting rights ungtlexercise their Series E warrants and
receive shares of common stock. After the issuafishares of common stock upon exercise of theam#sr each holder will be entitled to one
vote for each share held of record on all matiisetvoted on by stockholders.

No fractional shares will be issued upon exercigh® warrants. If, upon exercise of the warraatiplder would be entitled to receive a
fractional interest in a share, we will, upon ex@cround up to the nearest whole number the nuoftehares of common stock to be issue
the warrant holder.

Series C Warrants. As of January 3, 2008 we have outstanding S&i@garrants to purchase an aggregate of 1,110,548rafommon
shares. The Series C Warrants are exercisabley dinam at an exercise price of $30.00 per shareeapite on June 17, 2010. The Series C
Warrants are exercisable immediately and are oxdycisable by “accredited investors” as define®égulation D under the Securities Act of
1933.

April 2006 Warrants . In an offering consummated April 17, 2006, weies warrants to acquire an aggregate of 2,300,0@&s. The
April 2006 warrants have an exercise price of $§&0share. We have the right to call the April@®rrants at any time if the closing bid
price per share of our common stock equals or eec$3.00 for twenty consecutive trading days inctvithe daily average trading volume of
the common stock is at least 20,000 shares.

Placement Agent Warrants. In connection with the 15% Convertible Exchande&inte offering and the common stock offerings
closed June 17, 2005, we issued to the placement agd other brokerage firms in those offeringsraras to purchase an aggregate of 46,085
shares of common stock at an exercise price of®13hese warrants are exercisable immediatelyaihéxpire June 17, 2010.

Restrictions on Sales By Certain Existing Sharehokts. A total of 250,000 shares held by Top Tier Inwestt, LLC and various other
shareholders are subject to a lock-up agreemestttafé November 5, 2004 that limits sales to anmeggte of 31,250 shares of our common
stock per 90-day period. There is no terminatiavision in this lock-up agreement.

Purchase Option

We have agreed to sell to the underwriters an opgtiqurchase up to a total of 450,000 shares mihoon stock at an exercise price of
$ per share, and an option to purcligsie a total of 450,000 Series E warrants at @nagse price of $.018 per warrant. The common
stock and Series E warrants are identical to toffeeed by this prospectus.

Dividends

We have not paid any cash dividends on our comrtamk $0 date and do not intend to pay cash dividgarer to the completion of a
business combination. The payment of cash dividéntiee future will be dependent upon our reverargd earnings, if any, capital
requirements and general financial condition. Tagnpent of any dividends is within the discretioroaf then board of directors. It is the
present intention of our board of directors toiretdl earnings, if any, for use in our busineseragions and, accordingly, our board does not
anticipate declaring any dividends in the foreseefbiure.

Our Transfer Agent and Warrant Agent

The transfer agent for our securities and warrgahafor our Series E warrants is Continental Stb@nsfer & Trust Company, 17
Battery Place, New York, New York 10004.
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UNDERWRITING

In accordance with the terms and conditions corthin the underwriting agreement, we have agreaseéltdo each of the underwriters
named below for which MDB Capital Group LLC is atias the representative, severally, and not jgiatid each has agreed to purchase
us on a firm commitment basis the number of theeshaf our common stock and of the Series E Wagraifiered in this offering set forth
opposite their respective names below:

Number of Number of
Underwriters Shares Warrants
MDB Capital Group LLC
GunnAllen Financial, Inc
Total 4,500,001 4,500,00!

A copy of the underwriting agreement has been fig@dn exhibit to the registration statement ofcWlthis prospectus forms a part.

We have been advised by the representative ofrttlerwriters that the underwriters propose to adfeares of our common stock and
Series E warrants directly to the public at thelipulffering prices set forth on the cover pagehi$ prospectus. Any securities sold by the

underwriters to securities dealers will be solthatpublic offering prices less a selling concessiot in excess of $ per share and
$ per common stock purchase warrang. driderwriters may allow, and these selected dealay re-allow, a concession of not more
than $ per share and $ cpemmon stock purchase warrant to other brokerdaaters.

The underwriting agreement provides that the undesrg’ obligations to purchase shares of our comistock and Series E warrants are
subject to conditions contained in the underwrithggeement. The underwriters are obligated to @setand pay for all of the common stock
and Series E warrants offered by this prospecthgrahan those covered by the over-allotment apifcany of these securities are purchased

No action has been taken by us or the underwtitertswould permit a public offering of the sharé®or common stock and Series E
warrants included in this offering in any jurisdidet where action for that purpose is required. Noheur securities included in this offering
may be offered or sold, directly or indirectly, moay this prospectus and any other offering mdteriadvertisements in connection with the
offer and sales of any of our common stock and avdsrbe distributed or published in any jurisdictiexcept under circumstances that will
result in compliance with the applicable rules asgulations of that jurisdiction. Persons who reeehis prospectus are advised to inform
themselves about and to observe any restrictidasng to this offering of our common stock andi8giE warrants and the distribution of this
prospectus. This prospectus is neither an offgetionor a solicitation of any offer to buy anyafr common stock or Series E warrants
included in this offering in any jurisdiction whetfeat would not be permitted or legal.

The underwriters have advised us that they domrtend to confirm sales to any accounts over whiely exercise discretionary authority.

Underwriting discount and expenses
The following table summarizes the underwritingcdisnt to be paid to the underwriters by us.

Without With
Over-Allotment Over-Allotment

Underwriting discount to be paid to the underwstby us for the common sto
Underwriting discount to be paid to the underwatby us for the Series E warra
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We have agreed to pay to the underwriters a noatatable expense allowance equal to 1% of the gnageds from the sale of the
shares of common stock and Series E warrants dffgrais (excluding the over-allotment), of whictb§®0 has been paid by us as of the date
of this prospectus. We have also agreed to pagxpknses in connection with qualifying the shaféered hereby under the laws of the states
designated by the underwriters. We estimate theresgs payable by us for this offering to be $ , including the underwriting discount, or
$ if the underwriters’ over-allotmenitimn is exercised in full.

Over-allotment option

We have granted to the underwriters an option,csale not later than 45 days after the dateisftftospectus, to purchase up to an
additional 675,000 shares of our common stock at0®0 Series E warrants at the public offeringgriess the underwriting discount, set
forth on the cover page of this prospectus. Theesgmtative may exercise the option solely to cover-allotments, if any, made in connect
with this offering. If any additional shares of @aemmon stock or Series E warrants are purchasedigut to the over-allotment option, the
underwriters will offer these additional shares &sdies E warrants on the same terms as those ioh e other shares and Series E warrants
are being offered hereby.

Determination of offering price

The public offering prices of the common stock &wmilies E warrants were negotiated between us anethesentative of the
underwriters, based on the trading prior to therirfy, among other things. Other factors considereltermining the price of the securities
include the history and prospects of the compamy stage of development of our business, our bssipkans for the future and the extent to
which they have been implemented, an assessmenr ofianagement, general conditions of the secsintiarkets at the time of the offering
and such other factors as were deemed relevant.

Lock-Up Agreements

We will agree, for a period of 180 days from théedaf this prospectus, subject to certain exceptiont, to offer, sell, contract to sell,
pledge or otherwise dispose of, enter into anystation which is designed to, or might reasonablgpected to, result in the disposition of
(whether by actual disposition or effective econoisposition due to cash settlement or otherwasdje (or participate in the filing of) a
registration statement with the Securities and Brge Commission, or the SEC, in respect of, anseshaf capital stock of the Company or
any securities convertible into, or exercisablexshangeable for such capital stock, for the Comigaaccount, without the prior written
consent of MDB Capital Group LLC. Certain of oueentive officers and directors will agree to substdly similar terms for a period of 180
days pursuant to individual lock-up agreements. fohegoing restrictions on sales will not applyotar ability to sell securities to the
underwriter pursuant to the underwriting agreemienaddition, the foregoing restrictions will ngiy to our ability to issue our common
stock pursuant to our existing stock option andlegge stock purchase plans or under outstandingriies convertible into or exercisable for
common stock.

Indemnification

We will agree to indemnify the underwriter agaiosttain liabilities, including liabilities underehSecurities Act, and to contribute to
payments that the underwriters may be requiredakenfor these liabilities.
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Stabilization, Short Positions and Penalty Bids

The underwriters may engage in over-allotment,ikéiy transactions, syndicate covering transawijaand penalty bids or purchases for
the purpose of pegging, fixing or maintaining tmie@ of the common stock, in accordance with Retgpriavl under the Exchange Act of 1934:

Over-allotment involves sales by the underwritesidires and warrants in excess of the number oéslaad warrants the
underwriter is obligated to purchase, which creatsgndicate short position. The short position ipaither a covered short
position or a naked short position. In a coveraattsposition, the number of shares and warrants-alletted by an underwriter is
not greater than the number of shares and wartlaait$t may purchase in the over-allotment optiora naked short position, the
number of shares and warrants involved is grehter the number of shares and warrants in the dis#grs@nt option. The
underwriter may close out any short position blegitexercising its over-allotment option and/orghasing shares and warrants in
the open marke

Stabilizing transactions permit bids to purchaseuhderlying security so long as the stabilizindskdo not exceed a specifi
maximum;

Syndicate covering transactions involve purcha$éiseocommon stock and warrants in the open maaftet the distribution he
been completed in order to cover syndicate shaitipas. In determining the source of shares andamss to close out the short
position, the underwriter will consider, among ottiéngs, the price of shares and warrants avail&i purchase in the open mai
as compared to the price at which it may purchhaees through the over-allotment option. If an unadiger sells more shares and
warrants than could be covered by the over-allotroption, a naked short position, the position oaly be closed out by buying
shares and warrants in the open market. A naked gbsition is more likely to be created if an uriiéter is concerned that there
could be downward pressure on the price of theeshiarthe open market after pricing that could askg affect investors who
purchase in the offerin

Penalty bids permit an underwriter to reclaim dirsglconcession from a syndicate member when theestand warrants originally
sold by the syndicate member are purchased irbdizitag or syndicate covering transaction to cosgndicate short position

These stabilizing transactions, syndicate covetriaigsactions and penalty bids may have the efferetising or maintaining the market
price of our common stock and warrants or prevgntinretarding a decline in the market price ofdcbenmon stock or warrants. As a result,
the price of the common stock or warrants may lgadr than the price that might otherwise exishma@pen market. These transactions ms
effected on The NASDAQ Capital Market, in the caéhe common stock or of the warrants, or othesvaind, if commenced, may be
discontinued at any time.

Neither we nor the underwriters make any represientar prediction as to the direction or magnitwdeny effect that the transactions
described above may have on the price of the constank or warrants. In addition, neither we noruheerwriters make any representation
that the underwriters will engage in these stabifizransactions or that any transaction, once cenuad, will not be discontinued without

notice.

Passive Market Making

In connection with the offering, the underwriterglaselling group members may engage in passiveehariiking transactions in the
common stock and Series E warrants on The NASDARQit&laMarket in accordance with Rule 103 of RegolatM under the Securities
Exchange Act of 1934 during the period before thamencement of offers or sales of common stockSaries E warrants and extending
through the completion of distribution. A passivarket maker must display its bids at a price n@xXcess of the highest independent bid o
security. However, if all independent bids are loseebelow the passive market maker’s bid, thahmigt be lowered when specified purchase
limits are exceeded.
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Electronic Distribution

A prospectus in electronic format may be made akkel on the Internet sites or through other ondmices maintained by the
underwriters and/or selling group members partiaiggin this offering, or by their affiliates. Ilhdse cases, prospective investors may view
offering terms online and, depending upon the undgar or selling group member, prospective investoay be allowed to place orders
online. The underwriters may agree with us to atea specific number of shares and Series E warfansale to online brokerage account
holders. Any such allocation for online distriburtsowill be made by the underwriters on the saméstassother allocations.

Other than the prospectus in electronic formatjrtf@mation on an underwriter’s or a selling graupmber’s website and any
information contained in any other website mairgdiby the underwriter or selling group member ispast of the prospectus or the
registration statement of which this prospectumfoa part, has not been approved and/or endorses tyany underwriter or selling group
member in its capacity as underwriter or sellingugr member and should not be relied upon by investo

Underwriter's Warrants

We will agree to issue to the underwriters warrantsurchase up to a total each of 450,000 shdresnemon stock and of 450,000 Se
E warrants. The warrants will be exercisable agxarcise price of $ per shareand $ pemwarrant (120% of the public prices). T
underwriters’ warrants and the shares and SerigarEants underlying the warrants may not be soéhsferred, assigned, pledged or
hypothecated for a period of either six monthsree gear from the date of this prospectus, as magbsed to by us and the underwriters,
except to officers of the underwriters and memibétse selling group and/or their officers and pars. The exercise prices and number of
shares and Series E warrants issuable upon exefdise underwritersivarrants may be adjusted in certain circumstarmogading in the evel
of a stock dividend, or our recapitalization, reerzation, merger or consolidation.

Relationships

In October 2005, we engaged MDB Capital Group Lis(blacement agent for a private financing. In catina with the financing
completed April 2006, MDB Capital Group LLC acqur200,000 shares of the Company’s common stoclaai@rrant to purchase 100,000
shares of the Company’s common stock, and recéitet?3,300 for its services and a three year watogpurchase 208,330 shares of our
common stock at $5.00 per share.

The underwriter’'s compensation in connection wiitis bffering is limited to the fees and expensescdbed above under “Commissions
and Expenses” and to its warrants as describedealnoder “Underwriter’'s Warrants.”

We have no other arrangements with any of the wwiters following completion of this offering. Thenderwriters may, however, from
time to time, engage in transactions with or penfgervices for us in the ordinary course of itsifess.
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LEGAL MATTERS

The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & Ei3, Houston, Texas.

EXPERTS

The consolidated financial statements for the yeaded December 31, 2006 and December 31, 200fwatite period from January 22,
2003 (date of inception) to December 31, 2006 ihetlin this prospectus have been audited by MadoBailey, PC, independent registered
public accounting firm, as stated in their repgp@aring herein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statementile with the Securities and Exchange Commissidis prospectus does not contain
all of the information contained in the registratistatement and all of the exhibits and schedhleeto. For further information about Opexa
Therapeutics, Inc., please see the complete ratigirstatement. Summaries of agreements or otimdents in this prospectus are not
necessarily complete. Please refer to the exHibitise registration statement for complete copfesioh documents.

We file annual, quarterly and special reports, pretatements and other information with the Seisriand Exchange Commission under
the Securities Exchange Act of 1934. You may reaticpy the registration statement, including exsind schedules filed with it, at the
SEC'’s public reference facilities at 100 F StreatN Washington, D.C. 20549. You may obtain infotima on the operation of the public
reference room in Washington, D.C. by calling tlee8ities and Exchange Commission at 1-800-SEC-0330

We file information electronically with the Secuie and Exchange Commission. Our Securities antidhge Commission filings also
are available from the Securities and Exchange Cisgsiom’s Internet site at http://www.sec.gov, which comgaieports, proxy and informatit
statements and other information regarding issthertsfile electronically.
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Antigen:

Attenuated:

Autoreactive:

Beta(R3) Cells (Islets of Langerhans):

Lymphocyte:

Myelin:

Stem cell:

T cell:

GLOSSARY OF TERMS

any substance that when introduced into the bodystimulate the production of antibodies
and combine specifically with ther

inactivated, rendered harmless (e.g., killed visusged to make a vaccine). Some of the
ways in which viruses and other pathogens mayteewated are by heat, chemical, or
radiation treatmen

describes immune cells that mount a response dghabod’s own cells or tissue

cells in the pancreas that produce insulin in raspdo the presence of glucose (sugar) in
the bloodstream. The failure of insulin productiesults in the disease called diabe

any of various white blood cells, including B cedisd T cells, that function in the body’s
immune system by recognizing and deactivating anggB cells act by stimulating the
production of antibodies. T cells contain receptmrgheir cell surfaces that are capable of
recognizing and binding to specific antigens. Lymmpjtes are found in the lymph nodes
and spleen and circulate continuously in the blaod lymph.

white, fatty material that sheathes nerves andrgdsathe transmission of signals between
the brain and the bod

an unspecified cell that upon division replace®ws numbers and also gives rise to cells
that differentiate further into one or more spezed cell type

any of several closely related lymphocytes, dewsdop the thymus, which circulate in the
blood and lymph and orchestrate the immune systessjsonse to infected or malignant
cells.

52



Table of Contents
Index to Financial Statements

INDEX TO FINANCIAL STATEMENTS

Audited Financial Statements for years ended Deceneb 31, 2006 and 2005 and the period from January 22003 (Inception)
through December 31, 2006

Report of Independent Registered Public Accourfiingn (RESTATED) F-2
Consolidated Balance Sheet as of December 31, (RBSTATED) F-3
Consolidated Statements of Expenses for the yealesdeDecember 31, 2006 and 2005 and the period Jeamary 22, 200

(Inception) through December 31, 2006 (RESTATI F-4
Consolidated Statement of Changes in Stockholdgustyefrom January 22, 2003 (Inception) through &maber 31, 2006

(RESTATED) F-5
Consolidated Statements of Cash Flows for the yeraled December 31, 2006 and 2005 and the peoodJanuary 22, 20C

(Inception) through December 31, 2006 (RESTATI F-6
Notes to Consolidated Financial Stateme F-7

Unaudited Financial Statements for the three monthand nine months ended September 30, 20

Balance Sheets as of September 30, 2007 and Dec8mhh2006 (RESTATED F-22
Statements of Expenses for the Three and Nine Mdatlded September 30, 2007 and 2006 and the Hesindlanuary 22,

2003 (Inception) to September 30, 2007 ( RESTAT F-23
Statements of Cash Flows for the Nine Months Ersigstember 30, 2007 and 2006 and the Period froomdai22, 200!

(Inception) to September 30, 2007 (RESTATE F-24
Notes to Financial Statemer F-25

F-1



Table of Contents
Index to Financial Statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors

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

We have audited the accompanying consolidated balsimeet of Opexa Therapeutics, Inc. (a developstage company), as of
December 31, 2006 and the related consolidateeinséatts of expenses, changes in stockholders’ eguitycash flows for the years ended
December 31, 2006 and 2005 and the period fromakgri2, 2003 (Inception) through December 31, 20b@se consolidated financial
statements are the responsibility of Opexa’s mamage. Our responsibility is to express an opiniarttiese consolidated financial statements
based on our audits.

We conducted our audits in accordance with starsdairthe Public Company Accounting Oversight Bo@sdited States). Those
standards require that we plan and perform thetsitmobtain reasonable assurance about whetheptisolidated financial statements are free
of material misstatements. An audit includes examginon a test basis, evidence supporting the ats@amd disclosures in the consolidated
financial statements. An audit also includes assgdhe accounting principles used and signifiastimates made by management, as well as
evaluating the overall consolidated financial staat presentation. We believe that our audits plee reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all matenéspects, the consolidated financial
position of Opexa as of December 31, 2006 and ¢hsalidated results of its operations and its ¢sts for the periods described in
conformity with accounting principles generally apted in the United States of America.

As discussed in Note 2 to the financial statemahtsCompany has restated its financial statenfentte years ended December 31,
2006 and 2005 and the period from January 22, 2@@8ption) through December 31, 2006 as theyedtathe accounting for acquired in
process research and development.

As discussed in Note 15 to the consolidated firgrstatements, the accompanying consolidated finhstatements have been prepared
assuming that Opexa will continue as a going cand@pexa requires significant amount of cash imftsrations and does not have sufficient
cash to fund its operations for the next twelve thepwhich raises substantial doubt about its tyhiti continue as a going concern.
Managemens plans regarding those matters are also desdritiédte 15. The consolidated financial statementsat include any adjustmel
that might result from the outcome of this uncetiai

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

March 14, 2007
Except for Note 15 which is dated November 2, 2007
Except for Notes 2, 4, 6 and 12 which are dateddxder 29, 2007
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)

CONSOLIDATED BALANCE SHEET (RESTATED)

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

Total current asse

Property & equipment, net accumulated depreciaifd$395,284
Total asset

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payabl

Stock payabl

Accrued expense

Note payable

Current maturity of long term de

Derivative liability

Total current liabilities
Long term liabilities:
Loan payabl¢
Total liabilities
Commitments and contingenci
Stockholder’ equity:
Convertible preferred stock, no par value, 10,000 $hares authorized, none issued and outsta
Common stock, $0.50 par value, 100,000,000 shartbe@dzed, 6,696,784 shares issued and outstal
Additional paid in capita
Deficit accumulated during the development si
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying summary of accounting policiesnatek to consolidated financial statements
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Restated
December 31,
2006

$12,019,91
2,952,0!
472,88:
15,444,89

1,361,37
$ 16,806.26

$ 868,86:
112,44(
135,06

1,500,001

14,08(
6,656,67
9,287,12

96,24
9,383,37!

3,348,35.
63,118,18
(59,043,63)
$ 16,806,26
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CONSOLIDATED STATEMENTS OF EXPENSES (RESTATED)

Years ended December 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to Decemlye81, 2006

Restated

Inception
Restated Restated through
2006 2005 2006

Research and developmt $ 7,850,37 $ 5,159,85! $ 40,685,68
General and administrati 5,461,04 6,259,07! 14,206,46
Depreciatior 174,11 98,08( 285,25!
Loss on disposal of ass¢ 2,37¢ 22,81( 482,30¢
Operating los! (13,487,91) (11,539,81) (55,659,71)
Interest incomt 688,29¢ 81,93( 776,22!
Other income 46,45( 28,17 77,00:
Gain on derivative liability 104,97¢ 3,896,84. 4,001,81!
Interest expens (984) (7,323,85) (8,238,96)
Net loss $(12,649,17)  $(14,856,72)  $(59,043,63)
Basic and diluted loss per sh: $ (235 % (9.49 N/A
Weighted average shares outstanc 5,390,911 1,564,83 N/A

See accompanying summary of accounting policiesnatek to consolidated financial statements
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OPEXA THERAPEUTICS, INC
(a development stage company)
(formerly PharmaFrontiers Corp.)

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’

Period from January 22, 2003 (Inception) through Deember 31, 2006

Shares issued for ca
Shares repurchased and cance
Discount related tc
beneficial conversion featu
warrants attached to de
Net loss

Balances at December 31, 2(
Shares issued fa
cash
services
license
reverse merger with Sporti
acquisition of Opexi
additional shares attached to convertible «
conversion of convertible not;
Shares cancelle
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Net loss as restate
Balances at December 31, 2004, rest
Shares issued fa
cash, net of offering cos
convertible deb
debt
license
services
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Warrant expens
Transition of warrants from equity instrumentsigbility
instruments
Net loss as restatse
Balances at December 31, 2005, rest
Shares issued fa
cash, net of offering cos
debt
Option expens
Warrant expens
Net loss as restate

Balances at December 31, 2006, rest

EQUITY (RESTATED)

Common Stock A(Iji’(gittlioir:\al Accumulated
Shares Par Capital Deficit Total
525,00C $ 262,50( $ (261,500 $ — $ 1,00(
(170,62 (85,317 84,98¢ — (325)
— — 28,18( — 28,18(
— — 28,18( — 28,18(
— — — (126,007 (126,007
354,37" 177,18 (120,15)) (126,009 (68,96%)
2,25( 1,12¢ 7,87¢ — 9,00(
206,50( 103,25( 745,75( — 849,00(
24,26¢ 12,13¢ 414,94( — 427,07¢
99, 74( 49,87( (197,60)) — (147,73)
250,00( 125,00( 23,625,00 — 23,750,00
16,10( 8,05(C 280,31¢ — 288,36¢
60, 75( 30,37¢ 217,99¢ — 248,37(
(8,000 (4,000 4,00( — —
— — 855,84¢ — 855,84¢
— — 1,848,50: — 1,848,50:
— — 123,33( — 123,33(
— — — (31,411,73) (31,411,73)
1,005,98 502,99:  27,805,80  (31,537,73)  (3,228,94)
389,45! 194,72! 5,151,49. — 5,346,21
611,02¢ 305,51 7,343,93. — 7,649,441
2,30( 1,15(C 159,85( — 161,00(
29,19¢ 14,597 1,853,78 — 1,868,38:
24,00( 12,00( 1,000,401 — 1,012,401
— — 831,94 — 831,94
— — 1,433,10! — 1,433,10!
— — 2,487,74. — 2,487,74.
— — 2,373,88: — 2,373,88:
— — (10,658,49) — (10,658,49)
- = — (14,856,72)  (14,856,72)
2,061,95! 1,030,97 39,783,45 (46,394,46) (5,580,03)
4,600,001 2,300,00! 18,853,51 — 21,153,51
34,82¢ 17,37 162,62¢ — 180,00(
— — 2,749,61 — 2,749,61
— — 1,568,961 — 1,568,961
— — — (12,649,17)  (12,649,17)
6,696,78 $3,348,35. $63,118,18 $(59,043,63) $ 7,422,89:

See accompanying summary of accounting policiesnates to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)

CONSOLIDATED STATEMENTS OF CASH FLOWS (RESTATED)
Years ended December 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to Decemlye31, 2006

Restated
Inception
Restated Restated through
2006 2005 2006
Cash flows from operating activitit
Net loss $ (12,649,17) $ (14,856,72) $ (59,043,63)
Adjustments to reconcile net loss to net cash usegerating activitie
Stock payable for acquired research and develop 112,44( 112,44(
Stock issued for acquired research and develop 1,988,89 26,286,58
Stock issued for servict 1,861,401
Stock issued for debt in excess of princi — 109,07( 109,07(
Amortization of discount on notes payable due torarts and beneficial conversion feat — 5,516,63: 6,313,20!
Unrealized gain on marketable securi (25,917 — (25,919
(Gain) on derivative liability (104,979 (3,896,84) (4,001,819
Depreciatior 174,11° 98,08( 285,25}
Debt financing cost — 365,91( 365,91(
Option and warrant expen 4,318,58: 4,861,62! 9,303,54!
Loss on disposition of fixed asst 2,37¢ 22,81( 482,30¢
Changes in
Accounts payabl 359,39° 26,36( 444,56
Marketable securitie (2,926,18) — (2,926,18)
Prepaid expense¢ (340,87¢) (88,185 (468,01))
Accrued expense (105,24() 23,65t (50,25¢)
Other asset — (388,21() (388,21()
Net cash used in operating activit (11,185,44) (6,216,91) (21,339,74)
Cash flows from investing activitie
Purchase of property & equipme (619,14") (258,907 (1,051,05)
Net cash used in investing activiti (619,14) (258,907 (1,051,059
Cash flows from financing activitie
Common stock sold for cash, net of offering ct 21,153,52 5,346,21 26,509,73
Common stock repurchased and canc — — (325)
Proceeds from del 110,32: 2,896,88! 7,964,91.
Repayments on notes paya — (58,61 (63,61
Net cash provided by financing activiti 21,263,84 8,184,48: 34,410,71
Net change in cash and cash equival 9,459,24: 1,708,67: 12,019,91
Cash and cash equivalents at beginning of pe 2,560,661 851,99. —
Cash and cash equivalents at end of pe $ 12,01991 $ 2,560,660 $ 12,019,91
Cash paid for
Income tax $ — 3 — 3 —
Interest — — 42¢
NON-CASH TRANSACTIONS
Issuance of common stock to Sportan shareho — — 147,73
Issuance of common stock for accrued inte — 525,51: 525,51:
Conversion of notes payable to common si — 6,159,61! 6,407,98!
Conversion of accrued liabilities to common st 180,00( 17,17¢ 197,17¢
Conversion of accounts payable to note pay — — 93,36¢
Discount on convertible notes relating
—warrants — 1,433,10: 3,309,791
—beneficial conversion featu — 831,94 1,715,97:
—stock attached to not — 999,07« 1,287,441
Fair value of derivative instrume — 6,761,65! 6,761,65!

See accompanying summary of accounting policiesnates to consolidated financial statement
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1—SUMMARY OF ACCOUNTING POLICIES

Opexa Therapeutics, Inc. (“Opexa”), was incorpatateTexas in March, 1991 as a bio-pharmaceutiocalgany engaged in developing
autologous personalized cell therapies. Duringdtheelopment stage, Opexa acquired the worldwidm$e to technology developed at
Argonne National Laboratory, a U.S. Department oéi§y Laboratory Operated by the University of @lic (“Argonne”). This is an
exclusive license to a stem cell technology in Wwhadult multi-potent stem cells are derived frormmzytes obtained from the patient’s own
blood (the “License”). A patent application wagfllin November 2003, with the United States PatadtTrade Office regarding the
technology involved in the License.

On October 7, 2004, Opexa acquired all of the antiing stock of Opexa Pharmaceuticals, Inc., aityeghiat has the exclusive
worldwide license from Baylor College of Medicirean individualized T-cell therapeutic vaccine, @®wn ™, which is in U.S. FDA Phase llb
human clinical trials to evaluate its safety anf@@fveness in treating multiple sclerosis.

Development Stage Companylhe Company is considered to be in the Developsiaige as defined in Statement of Financial
Accounting Standards No. 7. The Company has naweseto date.

Basis of Presentationln June 2006, the Company (i) changed its namepex® Therapeutics, Inc. from PharmaFrontiers Camgd.
(i) effected a one-for-ten reverse common stodk. gl references to number of shares and perelaaounts reflect such split as if it
occurred on the first day of the first period presel. The consolidated financial statements incthdeaccounts of Opexa Therapeutics, Inc.
its wholly-owned subsidiary, Opexa Pharmaceutidals, Significant inter-company accounts and tratieas have been eliminated.

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

Use of Estimates in Financial Statement PreparatiarThe preparation of consolidated financial stateméntonformity with
accounting principles generally accepted in thetéshBStates of America requires management to mstkeaes and assumptions that affec
reported amounts of assets and liabilities, thelaksire of contingent assets and liabilities atdai of the consolidated financial statements,
and the reported amounts of revenues and expensag the reporting period. Actual results coulffetifrom those estimates.

Cash, Cash Equivalents and Marketable Securitieszor purposes of the statements of cash flows, egalvalents include all highly
liquid investments with original maturities of terenonths or less. Marketable securities includesitments with maturities greater than three
months but less than one year. The primary objestior the fixed income investment portfolio apuldity and safety of principal. Investme
are made with the objective of achieving the higha® of return consistent with these two objextivOpexa’s investment policy limits
investments to certain types of instruments isdqyeihstitutions primarily with investment grade diteratings and places restrictions on
maturities and concentration by type and issuer.

Long-lived AssetsProperty and equipment are stated on the basistofical cost less accumulated depreciation. Dagtien is
provided using the straight-line method over thévested useful lives of the assets. Major renewsal$ improvements are capitalized, while
minor replacements, maintenance and repairs argeth& current operations. Impairment lossesegerded on long-lived assets used in
operations when indicators of impairment are preaad the undiscounted cash flows estimated tcebermgted by those assets are less than th
assets’ carrying amount.
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Income TaxesIncome tax expense is based on reported earnifigeetincome taxes. Deferred income taxes reflexiripact of
temporary differences between assets and lialsiligeognized for consolidated financial reportingppses and such amounts recognized for
tax purposes, and are measured by applying enttedtes in effect in years in which the differem@re expected to reverse.

Stock-Based CompensatiorOn January 1, 2006, Opexa began recording compensatpense associated with stock options and other
forms of equity compensation in accordance witheBt@nt of Financial Accounting Standards No. 123kgre-Based Paymeris interpreted
by SEC Staff Accounting Bulletin No. 107. Priorxanuary 1, 2006, Opexa had accounted for stockrptccording to the provisions of
Accounting Principles Board Opinion No. 2&;counting for Stock Issued to Employessl related interpretations, and therefore noedlat
compensation expense was recorded for awards grauitte no intrinsic value. Opexa adopted the medifprospective transition method
provided for under SFAS No. 123R, and, consequeh#lye not retroactively adjusted results from ppieriods. Under this transition method,
compensation cost associated with stock optionsgrdzed in the first quarter of fiscal 2006 incledbe quarterly amortization related to the
remaining unvested portion of all stock option asgagranted prior to January 1, 2006, based onrthé& dgate fair value estimated in
accordance with the original provisions of SFAS 1i23.

The following table illustrates the effect on netd and net loss per share if Opexa had applief@ithealue provisions of FASB
Statement No. 123 to stock-based employee compengator to January 1, 2006:

Inception through

2005 2006
Net loss as reporte $(14,856,72) $ (59,043,63)
Add: stock based compensation determined umdénsic value based meth 2,487,74. 2,611,07.
Less: stock based compensation determined daiemlue base:
methol (4,264,01) (4,417,37)
Pro forma net los $(16,632,99) $ (60,849,93)
Basic and dilutes
Net loss per common she $ (10.69) N/A
As reportec $ (9.49) N/A

Research and DevelopmenResearch and development expenses include sal@l@ted employee expenses, clinical trial expenses
research expenses, consulting fees, and laboredstg. All costs for research and development itieivare expensed as incurred. Opexa
expenses the costs of licenses of patents andakseqution of patents until the issuance of sut¢arta and the commercialization of related
products is reasonably assured. Acquired in proeesssarch and development that does not have i@ falternative use is expensed when
acquired. Research and development expense fgetiteended December 31, 2006 was 7,850,372, asacethfp $5,159,853 for the year
ended December 31, 2005.

Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFAS8) 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amendeduires all derivatives to be recorded on the baaieet at fair value. Opexa’s derivatives
are separately valued and accounted for on ounbalsheet. Fair values for securities traded irofem market and derivatives are based on
guoted market prices. Where market prices areaamtily available, fair values are determined usiragket based pricing models incorporating
readily observable market data and requiring judgraed estimates.

The pricing model Opexa used for determining failues of its derivatives is the Black Scholes Rgdilodel. Valuations derived from
this model are subject to ongoing internal andreteverification and review. The model uses madaitrced inputs such as interest rates,
exchange rates and option volatilities. Selectibiihese inputs involves management’s judgment aag impact net income.
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In September 2000, the Emerging Issues Task FUECER") issued EITF 00-19, “Accounting for Derivag Financial Instruments
Indexed to and Potentially Settled in, a Compa®@u Stock,” (“EITF 00-19”) which Requires freestamgl contracts that are settled in a
company'’s own stock, including common stock wassatt be designated as an equity instrument, asseliability. Under the provisions of
EITF 00-19, a contract designated as an asseliaiity must be carried at fair value on a comparbalance sheet, with any changes in fair
value recorded in the company’s results of openatié contract designated as an equity instrumerst tme included within equity, and no fair
value adjustments are required.

In December 2006, the FASB issued FASB Staff Rosiio. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF
00-19-2). EITF 00-19-2 addresses an issuer’s acowufor registration payment arrangements. It gjgecthat the contingent obligation to
make future payments or otherwise transfer conataer under a registration payment arrangementtivenéssued as a separate agreement or
included as a provision of a financial instrumenbther agreement, should be separately recogmizédneasured in accordance with FASB
Statement No. 5, Accounting for Contingencies. @higlance in EITF 00-19-2 amends FASB StatementslB®, Accounting for Derivative
Instruments and Hedging Activities, and No. 150¢dunting for Certain Financial Instruments with €weristics of both Liabilities and
Equity, and FASB Interpretation No. 45, Guarantértsounting and Disclosure Requirements for Guaesitincluding Indirect Guarantees of
Indebtedness of Others, to include scope except@mnegistration payment arrangements. EITF 0®Hso requires additional disclosure
regarding the nature of any registration paymerstrgrements, alternative settlement methods, thénmuax potential amount of consideration
and the current carrying amount of the liabilifyamy. This EITF is effective immediately for refyaion payment arrangements and the
financial instruments subject to those arrangemtiratisare entered into or modified subsequenteaaitte of issue of this EITF. For registrat
payment arrangements and financial instrumentssuly those arrangements that were entered ifdotprthe issuance of this EITF, this is
effective for financial statements issued for flsggars beginning after December 15, 2006, andimtperiods within those fiscal years. The
impact of implementing EITF 00-19-2 in the fiscalay 2007 will result in a cumulative effect of anlge in accounting principle with a credit
to beginning retained earnings of $6,656,677 arevarsal of the same amount to the derivativelltgtaccount.

Recently Issued Accounting Pronouncements.

In February 2006, the FASB issued SFAS 155, “Actiogrfor Certain Hybrid Financial Instruments,” whiamends SFAS 133,
“Accounting for Derivative Instruments and Hedgigtivities” and SFAS 140, “Accounting for Transfeaad Servicing of Financial Assets
and Extinguishments of Liabilities.” SFAS 155 siiifipk the accounting for certain derivatives embestith other financial instruments by
allowing them to be accounted for as a whole ifitbleler elects to account for the whole instrunena fair value basis. SFA 155 also clari
and amends certain other provisions of SFAS 133S#AIS 140. SFAS 155 is effective for all finandradtruments acquired, issued or subject
to a remeasurement event occurring in fiscal ybaginning after September 15, 2006 and is thereéareired to be adopted by the Company
as of October 1, 2006. Management is still evahgatvhat effect this will have on the Company’s fiogl statements.

In July 2006, the FASB issued Interpretation No(B® No. 48), “Accounting for Uncertainty in Incalraxes.” This interpretation
requires recognition and measurement of uncenaiome tax positions using a “more-likely-than-napproach. FIN No. 48 is effective for
fiscal years beginning after December 15, 2006. &dament is still evaluating what effect this witive on the Compangfinancial statemen

In September 2006, the FASB issued SFAS 157, Valine MeasurementsThis standard defines fair value, establishesradraork for
measuring fair value in generally accepted accagrtrinciples, and expands disclosure about fdireveneasurements. This statement is
effective for financial statements issued for flgears beginning after November 15, 2007. Earlyptidn is encouraged. The adoption of
SFAS 157 is not expected to have a material impache financial statements.
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There were various other accounting standardsraadoretations issued during 2006 and 2005, nonenhath are expected to have a
material impact on the Company’s consolidated fai@mposition, operations or cash flows.

NOTE 2—RESTATEMENT OF FINANCIAL STATEMENTS
The Company is restating these financial statenfenthie 2006, 2005 and 2004 annual periods.

Following is a description of the restatementdfinancial statements:

The Company acquired Opexa Pharmaceuticals in @c@l4 and originally accounted for the acquiregdrocess research and
development of $23,991,128 as intangible assefdolirember 2007, the Company re-evaluated its ad¢t@ufor acquired research and
development and upon further consideration of Rapgl1(c) of Statement of Financial Accountingnfitads No. 2 (SFAS No. 2) and
accounting guidance from Financial Accounting Stadd Board Interpretation No. 4 “Applicability oAEB Statement No. 2 to Business
Combinations Accounted for by the Purchase Met{&tIN 4), the Company determined that these assgtsad have an alternative future use
at the date of acquisition. Thus, they had no sgparconomic value and should be accordingly exggbttsresearch and development in the
period acquired.

In February 2004, the Company obtained a licerm®a the University of Chicago for an adult stem ¢tethnology. Costs associated with
the acquisition of this license were originally agnted for as an intangible asset. The amountéatly capitalized as intangible assets were
$3,051,706, $976,497 and $112,440 for the yearsceBa&cember 31, 2004, 2005 and 2006 respectiv@lgnfurther consideration of
Paragraph 11(c) of SFAS No. 2, the Company detexrthihat these assets had not reached technoléggsibility at the date of acquisition &
had no alternative future use. Therefore, the mitda asset should have been expensed to in proessarch and development in the period
acquired.

In March 2006, the Company obtained an exclusiveddmade license for the intellectual property rigt#nd research results of an
autologous T cell vaccine for rheumatoid arthffitsn the Shanghai Institutes for Biological Scien¢8IBS), Chinese Academy of Sciences of
the People’s Republic of China. The Company ma#i2%,000 license payment and accounted for thadieas an intangible asset. Upon
further consideration of Paragraph 11(c) of SFAS ZNdhe Company determined that this asset hadeached technological feasibility at the
date of acquisition and had no alternative futwge. Therefore, the intangible asset should have &eggensed to in process research and
development in the period acquired.
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In the Consolidated Statements of Expenses, tleetaff the adjustments on operating expensesfrimssoperations and net loss for ei
of the years ended December 31, 2006 and 2005aamuatdy 22, 2003(Inception) to December 31, 2006agd®llows:

Research and development

General and administratiy
Depreciation and amortization

Loss on disposal of asst¢
Operating los:

Interest incomt

Other income

Gain (loss) on derivative liabilit
Interest expens

Net loss

Basic and diluted loss per sh:

Research and developmt
General and administrati\
Depreciation and amortizatic
Loss on disposal of ass¢
Operating los:

Interest incom:

Other income

Gain (loss) on derivative liabilit
Interest expens

Net loss

Basic and diluted loss per shi

Year Ended December 31

2006 2005
Ad;. As Restated As Reported Ad;. As Restated
$ 761293 $ 237,440 $ 7,850,37. $ 4,183,351 $ 976,49 $ 5,159,85:
— 5,461,04 6,259,07! — 6,259,07!
(1,644,67) @ 174,11° 1,735,20! (1,637,12) @ 98,08(
— 2,37¢ 22,81( — 22,81(
(14,895,15)  1,407,23 (13,487,91)  (12,200,45) 660,63: (11,539,81)
— 688,29¢ 81,93( — 81,93(
— 46,45( 28,17¢ — 28,17¢
— 104,97¢ 3,896,84. — 3,896,84.
= (984)  (7,323,85) = (7,323,85)

$(14,056,40)

$1,407,23  $(12,649,17) $(15,517,35) $ 660,63.  $(14,856,72)

$ 026 $ (2.35 $ (9.97 $ 04:  $ (9.49)

January 22, 2003 (Inception) to December 31, 2006

As Reported Adjustment As Restated
$12,428,90 $ 28,256,770 $ 40,685,68
14,206,46 — 14,206,46
3,818,82. (3,533,56) @ 285,25!
482,30¢ — 482,30¢
(30,936,51) (24,723,20) (55,659,71)
776,22: — 776,22
77,00: — 77,00:
4,001,81! — 4,001,81!
(8,238,96) — (8,238,96)
$(34,320,43)  $(24,723,20) $(59,043,63)
N/A N/A N/A

(1) Adjustment for capitalizing acquired research aaedetbopment to intangible assets that should haea bgpensed to research ¢
development (i) for the year ended 12/31/2006 énatmount of $237,440, (ii) for the year ended 12305 in the amount of $976,497
and (iii) inception to 12/31/2006 in the amount&B,256,771

(2) Reversal of amortization of intangible asskt should have been expensed to research andgeett (i) for the year ended
12/31/2006 in the amount of $1,644,678, (ii) fae frear ended 12/31/2005 in the amount of $1,637ab2iii) inception to 12/31/2006

in the amount of $3,533,56
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In the Balance Sheet, the effect of the adjustmemtsitangible Assets and Accumulated Deficit aBetember 31, 2006 was as follows:

December 31, 2006

As Reported Adjustment As Restated
Assets
Intangible Assets $ 24,723,20 $(24,723,20) @ $ —
Stockholders’ Equity
Accumulated Defici $(34,320,43) $(24,723,20) @ $(59,043,63)

(1) Adjustment for capitalizing acquired researod development to intangible assets that shouleé baen expensed to research and
development and reversal of amortization of inthlggassets that should have been expensed tochseat development. Adjustment
capitalizing acquired research and developmemittngible assets that should have been expenseddarch and development (i) for the
year ended 12/31/2006 in the amount of $237,440Fp(ithe year ended 12/31/2005 in the amountaf@497 and (iii) inception t
12/31/2006 in the amount of $28,256,771. Reversahwrtization of intangible assets that shouldenbgen expensed to research and
development (i) for the year ended 12/31/2006 énamount of $1,644,678, (ii) for the year ende®120005 in the amount of $1,637,:
and (iii) inception to 12/31/2006 in the amoun®$8{533,568

NOTE 3—MARKETABLE SECURITIES

At December 31, 2006, Opexa invested $10.9 miliinA-1/P-1 commercial paper, of which $2.9 millianinvested in marketable
securities, and $3.9 million is invested in a momgrket account with an average market yield 08% 2nd average time to maturity of 1.32
months. Interest income of $688,299 was recogrfizethe twelve months ended December 31, 2006arctmsolidated statements of
expenses.

NOTE 4—LICENSE AGREEMENTS
University of Chicago License Agreement

In 2004 Opexa entered into an agreement with theddsity of Chicago (“University”Yor the worldwide license to technology develo
at Argonne National Laboratory, a U.S. DepartmdrErmergy Laboratory Operated by the Universitycémsideration for the license, Opexa
paid the University $57,742 and issued 237,188eshaalued at $1,199,706. In December 2004, thenkEdgreement was amended granting
Opexa an exclusive, non-transferable worldwideneeto the University’s stem cell technology. Imsideration for the amendment, Opexa
paid the University an additional $175,000, isstiedUniversity 5,500 shares of common stock vaktef8352,000, agreed to pay the
University $1,500,000 on October 30, 2005 and abteeéssue the University shares of Opexa commacksincluding the shares already
issued, equal to 2.6% of the total outstanding remolb shares after conversion of the 15% exchargeamvertible subordinated promissory
notes. In June 2005, 27,484 shares of common steokissued to the University of Chicago per tlmgeof a license agreement. These shares
were recorded at $867,064. In August 2005, 1,7 8@eshof common stock were issued to the Univedditghicago per the terms of a license
agreement. These shares were recorded at $10%4G4tober 2006, the $1,500,000 cash payment didigavas extended until April 30, 20
and (i) the obligation to issue 21,623 shares péfa’'s common stock issuable was extended until 89y 2007, with $112,440 accrued at
December 31, 2006. The Company determined tha¢ thesets had not reached technological feasihilitge date of acquisition and had no
alternative future use. Therefore, the costs wepemsed to research and development in the peraaried.
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Shanghai Institute for Biological Science Licensegfeement

In January 2006, Opexa acquired an exclusive wodehlicense for the intellectual property rightslaasearch results of an autologot
cell vaccine for rheumatoid arthritis from the Sphai Institute for Biological Science, China Acadeaf Science of the People’s Republic of
China. In exchange for a payment of $125,000 anagaeed running royalty from the sale of commeizgéal products, Opexa receives all
information and data related to all clinical trials all patient controls and patients with rheurithéothritis with the T cell vaccine. This
includes all clinical, cell procurement and mantigiog protocols, complete patient data sheetdabbratory materials, methods and results
and manufacturing records and documents and ary d#ta related to the intellectual property. Tir& payment under the license occurred in
April 2006 upon the delivery of materials pursutmthe terms of the licensing agreement. The Compatermined that these assets had not
reached technological feasibility at the date afuésition and had no alternative future use. Theefthe costs were expensed to research and
development in the period incurred.

NOTE 5—PROPERTY AND EQUIPMENT
Property and equipment consisted of the followihBecember 31, 2006:

Description Life Amount

Computer equipmet 3 years $ 134,02
Office furniture and equipme! 3-10 years 220,11
Software 3-5 years 46,08¢
Laboratory equipmer 3-10 years 912,70¢
Leasehold improvemen 10 years 443,72
Subtotal 1,756,66:
Less: accumulated depreciati (395,289
Property and equipment, r $ 1,361,37

Property and equipment is carried at cost lessragtated depreciation. Depreciation is calculatedhgystraight-line method over the
estimated useful life of three to ten years, dependpon the type of equipment, except for leasghnprovements which are amortized using
the straight-line method over the remaining leasmtor the life of the asset, whichever is shoifée cost of repairs and maintenance is
charged as an expense as incurred. Depreciati@negpotaled $174,117 and $98,080 in fiscal 20062805, respectively.

NOTE 6—INCOME TAXES

Opexa uses the liability method, where deferrecatepets and liabilities are determined based oaxpected future tax consequences of
temporary differences between the carrying amooféssets and liabilities for financial and incotae reporting purposes.

At December 31, 2006, for federal income tax amerahtive minimum tax reporting purposes, the Camygead approximately
$56,106,251 of unused net operating losses avaifablcarryforward to future years. The benefitfroarryforward of such net operating los
will expire in various years through 2026. Unde fivovisions of Section 382 of the Internal Reve@ode, the benefit from utilization of
approximately $5,650,429 of net operating lossesrired prior to October 7, 2004 was significanitigiled as a result of the change of control
that occurred in connection with the Company’s &itjan of Opexa. The benefit could be subjectudtfer limitations if significant future
ownership changes occur in the Company.
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At December 31, 2006, deferred tax assets consistiet following:

NOL @ 12/31/0% $(47,670,68)
Net los—2006 (12,649,17)
Subtotal (60,319,85)
Derivative (gain) los: (104,979
Option expens: 2,749,61
Warrant expens 1,568,961
NOL @ 12/31/0¢ (56,106,25)
Estimated tax rat X 34%
Deferred tax assi (19,076,12)
Valuation allowanct 19,076,12
Net deferred tax ass $ —

NOTE 7—THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Opeaxedis®nvertible notes to investors totaling $6,224, In March 2005, 45,169
shares of common stock with a relative fair vali$399,074 were issued to note holders as theiitiaddl shares for their subscription
investment in Opexa. In June 2005, a total of $8,8B2 comprised of the principal of the notes qfl88,859 and accumulated interest of
$525,513, which accrued at a rate of 15% per anmas,exchanged for 443,360 shares of common s@laks A and Class B warrants that
expired in 2006, and Class C warrants to purchdsH)1548 shares at an exercise price of $30 peesha

Opexa analyzed the convertible notes and the warfanderivative accounting consideration undeASHA.33 and EITF 00-19. Opexa
determined the embedded conversion option in theexible notes met the criteria for classificatinrstockholders equity under SFAS 133
and EITF 00-19. Therefore, derivative accounting wat applicable for these convertible notes payebée Note 13 for a discussion of the
accounting for the warrants.

NOTE 8—NOTE PAYABLE

Note payable consists of a note in the amount (5GL000 payable to the University of Chicago, sediby license, no interest and due
April 30, 2007. See Note 4 for details.

Loan payable consists of an equipment line of up280,000 with Wells Fargo of which $110,322 watstanding as of December 31,
2006. This loan has an interest rate of 7.61% peuia@, matures in May 2011 and is secured by Opéduai#ture and equipment purchased
with the loan proceeds.

NOTE 9—COMMITMENTS AND CONTINGENCIES
Office Lease

In October 2005, Opexa entered into a ten-yeael&asts office and research facilities. Ther@,800 sq. ft. of space still available for
future build-out. The facility including the propgiis leased for a term of ten years with two omgidor an additional five years each at the then
prevailing market rate. Future minimum lease payshander the non-cancellable operating lease a&,%¥14 for 2007, $137,196 for 2008,
$139,782 for 2009, $147,540 for 2010, $147,54@fik1 and $584,343 for years 2012 to 2015. Rentresgpfor 2006 was $136,153 and
$178,963 for 2005.
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Contract Research Organization Agreement

In September 2006, Opexa engaged PharmaNet, Lc@qteact research organization focused on managingal nervous system trials
to provide it with services in connection with Rease Ilb clinical trial. An initial pre-payment $400,000 was made to PharmaNet, LLC in
April 2006, of which $133,334 remains as a prefathnce as of December 31, 2006. An additional f#Ebpayment was made in October
representing an advance for investigator grantesg® of which $191,329 remains a prepaid balanoé Becember 31, 2006.

NOTE 10—EQUITY
During 2003, equity related transactions were Heis:

525,000 shares of common stock were sold for $1
170,625 shares were reacquired for $325 and cah

Additional contributions to capital of $56,360 rééed from the discounted value to notes payabletdwearrants and beneficial
conversion features attached to convertible noesigsued in 200:

During 2004, equity related transactions were Heis:

2,250 shares of common stock were sold for $9,

206,500 shares of common stock valued at their fhiewalue of $849,000 were issued to employe@scamsultants for their
services

24,269 shares of common stock valued at their thievalue of $427,075 were issued to the UnivgrsitChicago per the terms of
a license agreement. See Note 2 for del

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

250,000 shares of common stock valued at their fliewvalue of $23,750,000 were issued to Opexarhaeeuticals, Inc.,
shareholders. See Note 12 for det:

16,100 shares of common stock with a relativevfaiue of $288,366 were issued to note holderseis dldditional shares for the
subscription investmen

60,750 shares of common stock were issued to rudtkets for the conversion of $248,370 of principadl interest from convertible
notes.

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

Additional contributions to capital of $2,704,3%kulted from the discounted value to notes payabhe warrants, beneficial
conversion features attached to convertible n

Employee stock option expense was $123,333 for 2

During 2005, equity related transactions were Hdevi:

389,451 shares of common stock with warrants tahmase 1,070,993 shares were sold for $5,841,7@rdlative fair value of th
common stock is $1,103,714 and the relative fduevaf the warrants is $4,748,055. Offering co$t$495,552 related to shares
issued were charged to additional paid in caf

45,168 shares of common stock with a relativeviaiue of $999,074 were issued to note holderseis dldditional shares for the
subscription investmen

565,858 shares of common stock were issued tohwddiers for the conversion of $6,124,859 of priat@nd $525,513 intere
from convertible notes
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» 2,300 shares of common stock valued at their fainey of $161,000 were issued to note holders ®ctnversion of $51,930
principal and interest from the not

* 29,194 shares of common stock were issued to tiiveksity of Chicago per the terms of a license agrent. These shares wi
recorded at $1,868,38

e 24,000 shares of common stock valued at theivtlire of $1,012,400 were issued to consultantghfeir services

» Additional contributions to capital of $2,265,052ating to the discounted value to notes payalle fivarrants, beneficial
conversion features attached to convertible ni

» Employee stock option expense was $2,487,741 fob.
+ Warrant expense was $2,373,888 for 2(
» Transition of warrants from equity instrumentsitbllity instruments in the amount of $10,658,498swecorded. See Note 13 for
details.
During 2006, equity related transactions were Hdevi:
* In March 2006, 34,829 shares of common stock wsmaeid to settle an outstanding accounts payalieiamount of $180,00

* In April 2006, Opexa sold 4,600,000 shares of @ mon stock and warrants to purchase 2,300,00@slodiOpexa’s common
stock for $23,000,000. Opexa paid $1,846,481 ferctbmmissions and fees related to this offeringgradted to its brokers
warrants to purchase 213,720 shares of common ataak exercise price of $5.00 per share. Thesentsrare not callable and
have a cashless exercise opti

» Employee stock option expense was $2,749,617 f06.:
*  Warrant expense was $1,568,966 for 2(

NOTE 11—STOCK OPTIONS AND WARRANTS

In 2004, Opexa adopted the 2004 Stock Option Ptae Plan”) for the granting of stock options to@oyees and consultants of Opexa.
Options granted under the Plan may be either ineestock options or nonqualified stock optionseBoard of Directors has discretion to
determine the number, term, exercise price andngesf all grants.

Employee Stock Option:

During 2004, options to purchase 96,500 shares grarged to employees at exercise prices rangorg $30.00 to $50.00. These opti
have terms of five years and vest from one to thezgs. Fair value of $5,623,186 was recorded usiaddlack-Scholes method of calculation
with a volatility of 75.05% and a discount rate28b.

During 2005, options to purchase 63,050 shares grarged to employees. at exercise prices of $7.08se options have terms of ten
years and vest in four years. Fair value of $268.\8@s recorded using the Bli-Scholes method of calculation with a volatilitywgge of
175.4% and a discount rate of 2%.

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

During 2006, options to purchase 389,160 sharesmimon stock were granted by Opexa to its emplogieegercise prices ranging fr
$5.00 to $9.40. These options have terms fromtbven years, vest from one to three years and adai value of $3,126,168. Using the
Black-Scholes method, stock compensation for 2086 $1,066,451 with a volatility range of 401.34%4#9.86% and a discount rate range of
4.72% — 5.22%.

F-16



Table of Contents
Index to Financial Statements

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

Consultant Warrants:

During 2004, warrants to purchase 20,000 shares granted to consultants at exercise prices rarfgimg $30.00 to $50.00. These
options have terms of five years and vest fromtortaree years. Fair value of $1,011,770 was resbussing the Black-Scholes method with a
volatility range of 75.05% and a discount rate f.2

During 2005, warrants to purchase 71,060 shares granted to consultants. Using the Black-Scholethad, fair value for 2005 was
$1,552,936 with a volatility range of 175.4% andiscount rate of 2%.

During 2005, warrants to purchase 46,085 shar€uofmon Stock ere issued to several brokerage figrthe offering costs and
commissions for Opexa’s financing activities ataercise price of $1.50 per share. These warrawvs & fair value of $2,197,162 and vest
immediately.

During 2005, warrants to purchase 9,914 shares foefeted and cancelled.

In April 2006, warrants to purchase 213,720 shafe®mmon stock were granted by Opexa to the beolkeconnection with the
$23,000,000 equity financing, at an exercise pofcd5.20. These warrants have a term of three ygast immediately and have a fair value of
$1,077,778.

During 2006, warrants to purchase 156,500 sharesrafnon stock were granted by Opexa to its conssitairectors and exiting
directors at the exercise prices ranging from $50289.80. These warrants have a term of ten ygass$,from one to three years and have a fair
value of $1,496,375. Using the Black-Scholes metstmtk compensation for 2006 was $931,597 witblatiity range of 401.34% to
429.86% and a discount rate range of 4.72% — 5.22%.

Opexa recorded $1,568,966 stock-based compensatmmse to the consultants, directors and exitiregbrs during 2006.
During 2006, warrants to purchase 5,000 shares iqrieed.
Investor Warrants:
During 2003, warrants to purchase 15,000 shares granted to investors related to the convertibles
During 2004, warrants to purchase 142,800 shares granted to investors related to the convertiloles.

During 2005, warrants to purchase 2,386,984 shagees granted to investors related to the convertioites and warrants to purchase
254,363 shares were forfeited and cancelled.

During 2006, warrants to purchase 2,765,043 shaees granted to investors related to the Aril 2608ncing and warrants to purchase
1,645,002 shares were forfeited and cancelled.
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Summary information regarding options and warréns follows:

Year ended December 31, 20!
Granted

Outstanding at December 31, 2(

Year ended December 31, 20!
Granted

Outstanding at December 31, 2(

Year ended December 31, 20!
Granted
Forfeited and cancele

Outstanding at December 31, 2(

Year ended December 31, 20!
Granted
Forfeited and cancele

Outstanding at December 31, 2(

Summary of options and warrants outstanding ancceseable as of December 31, 2006 is as follows:

Exercise Remaining
Price Life
$40.0( 3- 4 years
$30.0( 2 - 3 years
$30.0( 3- 4 years
$15.0( 3- 4 years
$11.9( 3- 4 years
$11.5( 2 - 3 years
$11.4( 2 - 3 years
$ 9.8( 9-10 years
$ 9.4( 9-10 years
$ 8.2¢ 9-10 years
$ 7.0¢ 9-10 years
$ 7.0( 9-10 years
$ 6.5( 4 -5 years
$ 5.2( 2 - 3 years
$ 5.2 9-10 years
$ 5.0( 3- 4 years
$ 5.0( 4-5 years
$ 5.0( 9-10 years

Options

Outstanding

84,50(
18,85(

2,00(

30,90(
12,50(

3,30(
37,00(

75,00(
266,36(

530,41(
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Options

Exercisable

58,661
8,95(

Weighted Weighted
Average Average
Exercise Exercise

Options Price Warrants Price
— $ — 15,00( $ 1.0C
— — 15,00( 1.0C
96,50( 31.7( 162,80( 22.3(
96,50( 31.7( 177,80( 22.4(
63,05( 15.7(¢ 2,504,12 28.6(
(4,167) 42.8( (264,27 24.5(
155,38 24.9( 2,417,65. 23.51]
389,16( 5.4¢ 3,135,26. 9.2¢
(14,137 34.7¢  (1,649,99) 12.73
530,41( $ 10.3¢ 3,902,92. $ 13.52

Warrants Warrants

Outstanding Exercisable
17,50( 8,37t
5,00( 3,33:
1,125,05! 1,116,38!
46,89 46,89t
21,50( 3,00(

16,75( —
37,00( 17,50(
4,50( 50C

1,50(C —
2,300,00! 2,300,00!

8,50( —
105,00( 52,50(
213,72( 213,72(
3,902,92. 3,762,21.
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NOTE 12—PURCHASE OF OPEXA PHARMACEUTICALS

In October 2004, Opexa acquired all of the outstapdtock of Opexa Pharmaceuticals, Inc. The adipriswas accounted for under the
purchase method, where all of Opexa Pharmaceutioalss assets are restated to their fair markéieson the acquisition date. The 250,000
shares of Opexa were valued at their then fairevafu$23,750,000 or $95.00 per share. The restitiperations for Opexa from November 6,
2004 through December 31, 2005 are included irStatements of Operations and the Statements of Easls.

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

Current assel $ 55,381
Property, plant and equipment, | 639,16(
Acquired in process research and developr 23,991,12.
Current liabilities assume (935,679
Total allocation of purchase pri $23,750,00

The estimated fair value of acquired in processarh and development of $23,991,128 was deterntipedir management.
Management considered a number of factors in détergithe value of the acquired in process reseanchdevelopment, including the results
of an independent valuation performed by a thirdyp@aluation specialist. The purchased repres@pisxa Pharmaceuticals’ incomplete
research and development programs that had noégehed technological feasibility and had no alttwe future uses as of the acquisition
and, therefore, was expensed upon acquisition wiahir Consolidated Statements of Expenses.

NOTE 13—DERIVATIVE INSTRUMENTS

For the years ended December 31, 2006 and 200xaC@waluated the application of SFAS 133 and EITH9 for all of its financial
instruments and identified the following financiastruments as derivatives:

(1) Series A Warrants issued in conjunction with tiidge note exchange and private placement oéferin June and July 2005,
which expired on February 17, 2006;

(2) Series B Warrants issued in conjunction with hidge note exchange and private placement nffgfin June and July 2005,
which expired on October 17, 2006; and

(3) Series C Warrants issued in conjunction withhihidge note exchange and private placement nffsfin June and July 2005.

These three series of warrants are derivativesusedhe liquidated damage provision in the redistmaights agreement covering each
warrant resulted in the conclusion that it was memenomic to issue registered shares than to issegistered shares and pay the penalty.
Because issuing registered shares is outside ofalpeontrol, Opexa concluded the warrants shoalddrounted for as derivative liabilities
under SFAS 133 and EITF 00-19.

As a result, Opexa reports the value of these dévies as current liabilities in its balance steet report changes in the value of these
derivatives as non-operating gains or losses istittements of operations. The value of the deviestis required to be remeasured on a
quarterly basis, and is based on the Black Sclitrietng Model.
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Variables used in the Black-Scholes option-prigimedel include (1) risk free interest rate, (2) eotpd warrant life is the actual
remaining life of the warrants as of each period, €B) expected volatility and (4) zero expectedd#inds as further detailed in the table as
follows:

As of As of
12/31/200! 12/31/200i

Risk-free rate for tern

A Warrant 4.08% —

B Warrant 4.31% —

C Warrani 4.35% 501%
Expected volatility

A Warrant 30% —

B Warrant 112% —

C Warrant 475% 487%

The impact of the application of SFAS 133 and EODF19 on the balance sheets as of December 31,aD8005 and the statements of
operations and for the years ended December 386, &0 2005 and the period from inception throughedeber 31, 2006 is as follows:

Gain(Loss)

Gain(Loss) Gain(Loss) Inception

As of As of Year Ended Year Ended Through
12/31/2005 12/31/2006 12/31/2005 12/31/2006 12/31/2006
Series A Warrant $ — $ — $ 332,44 $ — $ 332,44(
Series B Warrant 264,95’ — 640,88: 264,95 $ 905,83¢
Series C Warrani 6,496,69! 6,656,67 2,923,51! (159,979 $2,763,54!
Totals $6,761,65! $6,656,67 $3,896,84. $ 104,97¢ $4,001,81!

The warrants granted during the April 2006 finagoivere determined to qualify as for equity treatmermder SFAS 133 and EITF 00-19.
Nothing in the warrant agreements required cagtesetnt or allowed for the possibility of cash kettent including the impact of tt
liquidated damages penalty under the registraigins agreement. It was determined on the dateasftgind at December 31, 2006 that it was
more economic to issue unregistered shares anthpgyenalty than to issue registered shares.

In December 2006, the FASB issued FASB Staff RosiNo. EITF 00-19-2, Accounting for RegistratioryReent Arrangements (EITF
00-19-2). EITF 00-19-2 addresses an issuer’s acowufor registration payment arrangements. It gecthat the contingent obligation to
make future payments or otherwise transfer conataer under a registration payment arrangementthvenéssued as a separate agreement or
included as a provision of a financial instrumenbtiher agreement, should be separately recogmizddneasured in accordance with FASB
Statement No. 5, Accounting for Contingencies. ghiglance in EITF 00-19-2 amends FASB StatementslB®, Accounting for Derivative
Instruments and Hedging Activities, and No. 150¢dunting for Certain Financial Instruments with €weristics of both Liabilities and
Equity, and FASB Interpretation No. 45, Guarantérsounting and Disclosure Requirements for Guamsitincluding Indirect Guarantees of
Indebtedness of Others, to include scope except@egistration payment arrangements. EITF O0@®Hso requires additional disclosure
regarding the nature of any registration paymeratrgrements, alternative settlement methods, thénmoaxx potential amount of consideration
and the current carrying amount of the liabilifyamy. This EITF is effective immediately for refyégion payment arrangements and the
financial instruments subject to those arrangemtratisare entered into or modified subsequenteaaitte of issue of this EITF. For registrat
payment arrangements and financial instrumentestiby those arrangements that were entered irdptprthe issuance of this EITF, this is
effective for financial statements issued for flgears beginning after December 15, 2006, andimtperiods within those fiscal years. The
impact of implementing EITF 00-19-2 in the fiscalay 2007 will result in a cumulative effect of anlge in accounting principle with a credit
to beginning retained earnings of $6,656,677 arevearsal of the same amount to the derivativelltgtaccount.
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NOTE 14—STOCK PURCHASE AGREEMENT

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

NOTE 15—GOING CONCERN

On November 2, 2007, Opexa filed it quarterly reépor the period ended September 30, 2007. As shiowa financial statements,
Opexa has negative cash flows provided by its dimgractivities and has a cash balance of $5.8amiths of September 30, 2007 which is not
sufficient to fund its operations for the next tuemonths. These conditions raise substantial dasibd Opexa’s ability to continue as a going
concern. Management will seek to raise additioagital through sales of convertible debt and/oritgqiihe financial statements do not
include any adjustments that might be necess@péxa is unable to continue as a going concern.
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OPEXA THERAPEUTICS, INC.
(a development stage company)

BALANCE SHEETS (RESTATED)
(unaudited)

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

Total current asse

Property & equipment, net accumulated depreciaifd$b32,585 and $395,284, respectiv
Total asset

Liabilities and Stockholders' Equity

Current liabilities:

Accounts payabl

Stock payabl

Accrued expense

Note payable

Current maturity of loan payab

Derivative liability

Total current liabilities

Long term liabilities:
Loan payable
Total liabilities
Commitments and contingenci

Stockholder equity:
Convertible preferred stock, no par value, 10,000 $§hares authorized, none issued and
outstanding
Common stock, $0.50 par value, 100,000,000 shartbe@zed, 6,696,784 shares issued
outstanding
Additional paid in capita
Deficit accumulated during the development si
Total stockholder equity
Total liabilities and stockholde’ equity
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Restated
September 30,
2007

Restated
December 31,
2006

$ 5,844,229 $12,019,91
— 2,952,091
385,71 472,88
6,230,01 15,444,89
1,355,75: 1,361,37'

$ 7,585,76! $ 16,806,26
$ 1,226,87" $ 868,86
— 112,44(
791,13 135,06

— 1,500,001

59,22: 14,08(

— 6,656,67
2,077,23 9,287,12
177,33 96,247
2,254,57! 9,383,37
3,348,35' 3,348,35'
75,863,58 63,118,18
(73,880,74) (59,043,63)
5,331,19: 7,422,89i
$ 7,585,76 $ 16,806,26
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OPEXA THERAPEUTICS, INC.
(a development stage company)

STATEMENTS OF EXPENSES (RESTATED)
Three and Nine Months ended September 30, 2007 a@006 and the
Period from January 22, 2003 (Inception) to Septendr 30, 2007

(unaudited)

Restated Restated Restated Restated Restated

Three Months Three Months Nine Months Nine Months Inception

Ended Ended Ended Ended through
September 30 September 30 September 30, September 30, September 30,

2007 2006 2007 2006 2007
Research and developmt $ 3,189,25I $2,113,87! $10,148,93 $ 4,532,241 $ 50,834,61
General and administrati\ 842,07¢ 1,430,50 2,557,60! 5,676,22. 16,764,07
Depreciatior 50,44¢ 49,82+ 149,37: 122,46¢ 434,62
Loss on disposal of ass¢ — 2,01F 4,034 2,37 486,34
Operating los: (4,081,78) (3,596,22) (12,859,94) (10,333,30) (68,519,65)
Interest incom 102,29: 259,14: 423,08t 477,54° 1,199,30
Other income — — — 46,45( 77,00:
Gain on extinguishment of de 1,612,441 — 1,612,441 — 1,612,441
Gain (loss) on derivative liabilit — 2,418,07! — (860,130) —

Interest expens (4,737 (27¢) (10,875 (891) (8,249,83)
Net loss $(2,371,78|) $ (919,28) $(10,835,29) $(10,670,33) $(73,880,74)
Basic and diluted loss per sh $ 0.3 3% 019 3 162 $ (2.16) N/A
Weighted average shares outstanc 6,696,78 6,696,78 6,696,78 4,950,86: N/A
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OPEXA THERAPEUTICS, INC.
(a development stage company)

STATEMENTS OF CASH FLOWS (RESTATED)

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

(unaudited)

Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net cash usegerating activitie:
Stock payable for servict
Stock issued for acquired research and develop
Stock issued for servict
Stock issued for debt in excess of princi
Amortization of discount on notes payable due torars and beneficial conversion feat
Realized gain on marketable securi
Loss on derivative liabilit
(Gain) on extinguishment of de
Depreciatior
Debt financing cost
Option and warrant expen
Loss on disposition of fixed asst
Changes in
Accounts payabl
Marketable securitie
Prepaid expens¢
Accrued expense
Other asset
Net cash used in operating activit
Cash flows from investing activitie
Purchase of property & equipme
Net cash used in investing activiti
Cash flows from financing activitie
Common stock sold for cash, net of offering ct
Proceeds from del
Repayments on notes paya
Net cash provided by financing activiti
Net change in cash and cash equival
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Cash paid for
Income tax
Interest

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

—warrants

—beneficial conversion featu

—stock attached to not
Reclassification of derivative liabilitie
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Restated
Nine Months
Ended
September 30
2007

Restated
Nine Months
Ended
September 30
2006

Restated
Inception
through
September 30
2007

$ (10,835,29)

$ (10,670,33)

$ (73,880,74)

— — 112,44¢
= = 26,286,58
— 180,00 1,861,40
= = 109,07(
— — 6,313,20!
25,91: = =
— 860,13( —
(1,612,44) = (1,612,44)
149,37 122,46 434,62°
= = 365,91
2,086,91 3,649,58; 11,390,45
4,03 2,373 486,34:
358,01t 381,10¢ 802,58
2,926,18. — =
87,16¢ (387,21) (380,84)
656,06t (37,419 605,80t
= = (388,21()
(6,154,07) (5,899,29) (27,493,81)
(147,78) (487,56 (1,198,83)
(147,78) (487,56 (1,198,83)
= 21,153,52 26,509,41
137,28 — 8,102,19
(11,049 = (74,659
126,24; 21,153,52 34,536,95
(6,175,61) 14,766,65 5,844,29
12,019,91 2,560,66! —
$ 584429 $ 17,327,32 $ 584429
$ — $ — $ —
— — 42¢
— — 147,73
— — 525,51
_ — 6,407,98)
— — 197,17t
_ — 93,36:
— — 3,309,79
— — 1,715,97;
— — 1,287,441
6,656,67 — 6,656,67
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OPEXA THERAPEUTICS, INC.
(a development stage company)

NOTES TO FINANCIAL STATEMENTS
(unaudited)

NOTE 1—BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of Opexa Therapeutics, Inc., a developmegestampany, have been prepared
in accordance with accounting principles generadigepted in the United States of America and tles rof the Securities and Exchange
Commission and should be read in conjunction withaudited financial statements and notes themttamed in Opexa’latest Annual Repc
filed with the SEC on Form 10-KSB. In the opinidhneanagement, all adjustments, consisting of nonealrring adjustments, necessary for a
fair presentation of financial position and theutesof operations for the interim periods presdritave been reflected herein. The results of
operations for interim periods are not necessariljcative of the results to be expected for theyfeiar. Notes to the financial statements that
would substantially duplicate the disclosure cargdiin the audited financial statements for thetrmexent fiscal year as reported in Form 10-
KSB, have been omitted.

NOTE 2—GOING CONCERN

Opexa incurred a net loss of approximately $10/fanifor the nine months ended September 30, 206has an accumulated deficit of
approximately $73.9 million Cash balance of $5.8iom as of September 30, 2007 is not sufficienfuied our operations for the next twelve
months with a current burn rate of approximatelyndillion per month. These conditions raise subséhdbubt as to Opexa’ability to continu
as a going concern. Management will seek to ralsiianal capital through sales of convertible dahd/or equity. The financial statements do
not include any adjustments that might be necesg@mpexa is unable to continue as a going concern.

NOTE 3—RESTATEMENT OF FINANCIAL STATEMENTS

The Company is restating these financial statenfenthie three months and nine months ended Sejete&th) 2006 and 2007 and the
period January 22, 2003 (Inception) to SeptembeB07.

Following is a description of the restatements:

The Company acquired Opexa Pharmaceuticals in @c&04 and originally accounted for the acquiregrocess research and
development of $23,991,128 as intangible assefdoirember 2007 the Company re-evaluated its acowyfdr acquired research and
development and upon further consideration of Rapgl1(c) of Statement of Financial Accountingn8trds No. 2 (SFAS No. 2) and
accounting guidance from Financial Accounting Stadd Board Interpretation No. 4 “Applicability oAEB Statement No. 2 to Business
Combinations Accounted for by the Purchase Met{tlN 4), the Company determined that these assgtsad have an alternative future use
at the date of acquisition. Thus, they had no sgpaconomic value and should be accordingly exgebttsresearch and development in the
period acquired.

In February 2004, the Company obtained a licerma the University of Chicago for an adult stem ¢ethnology. Costs associated with
the acquisition of this license were originally acnted for as an intangible asset. The amountéatlyg capitalized as intangible assets were
$3,051,706, $976,497 and $112,440 for the yearsceBa&cember 31, 2004, 2005 and 2006 respectivglgnfurther consideration of
Paragraph 11(c) of SFAS No. 2, the Company detexthihat these assets had not reached technolbegsibility at the date of acquisition &
had no alternative future use. Therefore, the mitda asset should have been expensed to in proessarch and development in the period
acquired.
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In March 2006, the Company obtained an exclusivddmade license for the intellectual property rigland research results of an
autologous T cell vaccine for rheumatoid arthffitsn the Shanghai Institutes for Biological Scien¢8IBS), Chinese Academy of Sciences of
the People’s Republic of China. The Company ma#i£25,000 license payment and accounted for thadeas an intangible asset. Upon
further consideration of Paragraph 11(c) of SFAS Jahe Company determined that this asset hadeashed technological feasibility at the
date of acquisition and had no alternative futuge. Therefore, the intangible asset should have bggensed to in process research and
development in the period acquired.

In the Consolidated Statements of Expenses, tieetasf the adjustments on operating expensesfrimssoperations and net loss for ei
of the three months and nine months ended SepteB®h&006 and 2007 and the period January 22, g668ption) to September 30, 2007
was as follows:

Three Months Ended September 3C

2007 2006
As Reported Adj. As Restated As Reported Ad;. As Restated
Research and development $3,189,251 $ — @ $3,18925( $2,11387 $ — O  $2,11387
General and administrati\ 842,07¢ — 842,07¢ 1,430,50 — 1,430,50
Depreciation and amortization 463,63( (413,18) @ 50,44¢ 462,09¢ (412,27) @ 49,82¢
Loss on impairment of intangible as 1,139,67 (1,139,67) @ — _ ) —
Loss on disposal of ass¢ — — — 2,01f — 2,01t
Operating los! (5,634,64) 1,552,86. (4,081,78) (4,008,49) 412,27: (3,596,22)
Interest incom 102,29: — 102,29: 259,14: — 259,14:
Other income — — — — — —
Gain on extinguishment of de 1,612,441 1,612,441 — —
Gain (loss) on derivative liabilit — — — 2,418,07 — 2,418,07:
Interest expens (4,73)) — (4,73)) (27§) — (278)
Net loss $(3,924,64) $1,552,86. $(2,371,78)  $(1,331,55) $412,27: $ (919,28)
Basic and diluted loss per shi $ (059 $ 0.2¢ $ 0.3 $ (020 $ 0.0¢ $ (0.149)
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Nine Months Ended September 3C

2007 2006
As Reported Adjustment As Restated As Reported Adjustment As Restated
Research and development $10,148,93 $ — ®  $10,148,93 $ 4,407,240 $ 125,000 $ 453224
General and administrati\ 2,557,60! — 2,557,60! 5,676,22: — 5,676,22.
Depreciation and amortization 1,387,100  (1,237,73) @ 149,37: 1,354,87;.  (1,232,40) @ 122,46¢
Loss on impairment of intangible asset 1,139,67° (1,139,67) ® — — ) —
Loss on disposal of ass¢ 4,034 — 4,034 2,371 — 2,371
Operating los: (15,237,35) 2,377,411 (12,859,94)  (11,440,71)  1,107,40. (10,333,30)
Interest incom 423,08t — 423,08t 477,54’ — 477,54’
Other income — — 46,45( — 46,45(

Gain on extinguishment of de 1,612,441 1,612,441 — =
— — (860,130() — (860,13()

Gain (loss) on derivative liabilit —

Interest expens (10,87%) — (10,875 (891) — (891)
Net loss $(13,212,70) $2,377,41. $(10,835,29) $(11,777,73) $1,107,40. $(10,670,33)
Basic and diluted loss per shi $ (1.97) $ 0.3€ $ (1.62) $ (2.3¢) $ 0.22 $ (2.16)

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

As Reported Adjustment As Restated
Research and developm:e $22,577,83 $ 28,256,77W $ 50,834,61
General and administratiy 16,764,07 — 16,764,07
Depreciation and amortizatic 5,205,92! (4,771,30) @ 434,62
Loss on impairment of intangible asset 1,139,67 (1,139,67) @ —
Loss on disposal of asst¢ 486,34. — 486,34
Operating los: (46,173,86) (22,345,79) (68,519,65)
Interest incom 1,199,30° — 1,199,30
Other income 77,00: — 77,00:
Gain on extinguishment of de 1,612,441 1,612,441
Gain (loss) on derivative liabilit — — —
Interest expens (8,249,83) — (8,249,83)
Net loss $(51,534,95) $(22,345,79) $(73,880,74)
Basic and diluted loss per shi N/A N/A N/A

(1) Adjustment for capitalizing acquired researold development to intangible assets that shoulé baen expensed to research and
development (i) for the three months ended 9/30720@ 9/30/2006 in the amount of $-0-, (ii) for thime months ended 9/30/2007 in the
amount of $-0- and for the nine months ended 9(B82n the amount of $125,000 and (iii) for theip@iinception to 9/30/2007 in the
amount of $28,256,77.

(2) Reversal of amortization of intangible assets sihatuld have been expensed to research and deveibfijrfer the three months end
9/30/2007 $413,184 and for the three months entBIZD06 in the amount of $412,274 (ii) for theenmonths ended 9/30/2007 in the
amount of $1,237,735 and for the nine months e®d@@/2006 in the amount of $1,232,404 and (iii) tfue period inception to 9/30/2007
in the amount of $4,771,30
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(3) Reversal of impairment of intangible assets thatikhhave been expensed to research and develoginfamtthe three months end
9/30/2007 $1,139,677 and for the three months eBRRI2006 in the amount of $-0-, (ii) for the nime&nths ended 9/30/2007 in the

amount of $1,139,677 and for the nine months e®d@@/2006 in the amount of $-0-and (iii) for theipd inception to 9/30/2007 in the
amount of $1,139,67

In the Balance Sheet, the effect of the adjustmemtsitangible Assets and Accumulated Deficit aSeptember 30, 2007 and
December 31, 2006 was as follows:

September 30, 200° December 31, 200

As Reported Adj. As Restated As Reported Adj. As Restated
Assets
Intangible Assets $22,345,79  $(22,345,79)® $ — $24,723,20 $(24,723,20) VD  $ —
Stockholders' Equity
Accumulated Defici $(51,534,95) $(22,345,79) © $(73,880,74) $(34,320,43) $(24,723,20) W  $(59,043,63)

(1) Adjustment for capitalizing acquired researol development to intangible assets that shoulé baen expensed to research and
development, reversal of amortization of intangiémsets that should have been expensed to reseataevelopment and reversal of
impairment of intangible assets that should hawnlexpensed to research and development. Adjustriterhide:;

a. Adjustment for capitalizing acquired research aedetopment to intangible assets that should haea bgpensed to research ¢
development as of 9/30/2007 in the amount of $2828L and as of December 31, 2006 in the amoup2®256,771

b.  Reversal of amortization of intangible assetd #hould have been expensed to research and genesid as of 9/30/2007 in the
amount of $4,771,302 and as of December 31, 20@&iamount of $3,533,56

c.  Reversal of impairment of intangible assets shauld have been expensed to research and deestofon the period inception to
9/30/2007 in the amount of $1,139,677 and as okbdxer 31, 2006 in the amount «-0-.

NOTE 4—CASH AND CASH EQUIVALENTS

Opexa considers all highly liquid investments wathoriginal maturity of three months or less, wpenchased, to be cash equivalents.

Investments with maturities in excess of three meiiut less than one year are classified as shontinvestments and are stated at fair market
value.

The primary objectives for our fixed income investrportfolio are liquidity and safety of princip&tvestments are made with the
objective of achieving the highest rate of retusngistent with these two objectives. Opexa’s inwestt policy limits investments to certain

types of instruments issued by institutions prityasiith investment grade credit ratings and plagsdrictions on maturities and concentration
by type and issuer.

At September 30, 2007, Opexa invested approxim&£I§ million in A-1/P-1 commercial paper with aresage market yield of 5.24%
and average time to maturity of less than one madkitiseptember 30, 2007, approximately $1.9 millicass invested in a money market

account with an average yield of 5.29%. Interesbine of $423,086 was recognized for the nine moertided September 30, 2007 in the
statement of expenses.
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NOTE 5—COMMITMENTS AND CONTINGENCIES

In September 2006, Opexa entered into an IndiviBuaject Agreement (IPA) with PharmaNet, LLC, attact research organization
focused on managing central nervous system tRalssuant to such IPA, PharmaNet, LLC will providee®a with services in connection with
its Phase Ilb clinical trial. Under the terms of tfPA, Opexa is required to advance funds in thewarnof (i) $400,000 for professional fees,

(i) $60,000 for out of pocket expenses and (iiy$,000 for investigator grants. The professioaalddvance is applied 1/22per month to

invoices and replenished once 75% depleted. Thefquicket advance will be held and applied tofthael invoice. The investigator grant

advance is used as a draw down advance and rdpmenimce 75% depleted. This process will contimit# the end of the study. At the

conclusion of the program, advance balances rengainill be applied to outstanding invoices. Thedeamces are treated as prepaid items and

{;cluded in the other current assets section obtiiance sheet. As of September 30, 2007, the aduzalance to PharmaNet, LLC was
293,336.

In July 2007, Opexa entered into a seconded amesmitdestated license agreement with the Univeddihicago that requires Opexa
to make milestone payments of up to $1,350,00@riain late stage clinical trial and FDA approvélestones are achieved. Opexa has
determined that these payments are not probalihésaime and thus no liability has been recordedfaSeptember 30, 2007.

NOTE 6—LOAN PAYABLE

Loan payable consists of an equipment line of $2BDwith Wells Fargo of which $236,563 was outsiagds of September 30, 2007.
This loan has an interest rate of 7.61% per anmouatyres in May 2011 and is secured by Opexa’stiunemiand equipment purchased with the
loan proceeds. Payments are due and payable mamttihe same day of each month until maturity.

NOTE 7—OPTIONS AND WARRANTS

During the first quarter of 2007, Opexa issuedagito purchase 9,900 shares of common stock of&yets new employees. These
options are for a term of ten years, have an esemiice of $4.04 and vest over three years. Rédirevof $32,914 was calculated using the
Black-Scholes model. Variables used in the Blacke®es option-pricing model during the three morghded March 31, 2007, include
(1) 4.52% discount rate, (2) option life is the eged term of 6 years, (3) expected volatility 98D1%, and (4) zero expected dividends.
Option expense of $4,141 was recorded during the months ended September 30, 2007.

During the second quarter of 2007, Opexa issueidrpto purchase 209,000 shares of common sto€lpeka to its management and
employees. These options are for a term of tersy&ave an exercise price of $5.47 and vest ovee tyears. Fair value of $907,968 was
calculated using the Black-Scholes option-pricingdel. Variables used in the Black-Scholes opfioicing model for options issued during
three months ended June 30, 2007, include (1) 5digébunt rate, (2) option life is the expectedrt@f 6 years, (3) expected volatility of
95.88%, and (4) zero expected dividends. Optiorense of $86,473 was recorded during the nine manttied September 30, 2007.

During the second quarter of 2007, Opexa issueidmpto purchase 48,000 shares of common stockpek®to consultants and
directors. These options are for a term of teng,dzave an exercise price of $5.47 and have vedttes that vary from either full or partial
vesting at date of grant to full vesting at the gear anniversary of the date of grant. Fair vali$202,937 was calculated using the Black-
Scholes option-pricing model. Variables used inBheck-Scholes option-pricing model for optionsuied during the three months ended
June 30, 2007, include (1) 5.07% discount ratepfi@on life is the expected term ranging from %16 years, (3) expected volatility of 95.8¢
and (4) zero expected dividends. Option expen$d ®2,828 was recorded during the nine months eBdptember 30, 2007.
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During the third quarter of 2007, Opexa issuedaito purchase 5,500 shares of common stock of@iets new employees. These
options are for a term of ten years, have an esejmiice of $3.96 and vest over three years. Rdirevof $17,129 was calculated using the
Black-Scholes model. Variables used in the BlackeBzs option-pricing model during the three morghded September 30, 2007, include
(1) 4.22% discount rate, (2) option life is the egfed term of 6 years, (3) expected volatility 5f3%, and (4) zero expected dividends.
Option expense of $279 was recorded during thestimenths ended September 30, 2007.

During the third quarter of 2007, Opexa issued @tioa to purchase 1,500 shares of common stockpeix@ to a consultant These opti
are for a term of ten years, have an exercise pfi§8.96 and vest at date of grant. Fair valu$4#12 was calculated using the Black-Scholes
option-pricing model. Variables used in the Blaat&8les option-pricing model for options issued dgrihe three months ended September 30,
2007, include (1) 4.22% discount rate, (2) optibmik the expected term of 5 years, (3) expectadtility of 95.36%, and (4) zero expected
dividends. Option expense of $4,412 was recordehglthe three months ended September 30, 2007.

During the third quarter of 2007, Opexa issuedar#ito purchase 20,000 shares of common stock ex®fo a new director. These
options are for a term of ten years, have an esemiice of $3.95 and vest 50% at date of gran2884 vest on the first and second year
anniversary of date of grant. Fair value of $61,826 calculated using the Black-Scholes optionipgicnodel. Variables used in the Black-
Scholes option-pricing model for options issuedmyithe three months ended September 30, 200Tidedll) 4.20% discount rate, (2) option
life is the expected term of 5.75 years, (3) expaeblatility of 95.36%, and (4) zero expected diérds. Option expense of $31,210 was
recorded during the three months ended Septembh&080d.

NOTE 8—DERIVATIVE INSTRUMENTS

In June 2006, Opexa evaluated the application &SE33 and EITF 00-19 for all of its financial instnents and it was determined that
certain of the warrants to purchase common stale by Opexa associated with the bridge note exgghand private placement offerings in
June 2005 and July 2005 were derivatives that Opeasarequired to account for as free-standing dévig instruments under GAAP. These
three series of warrants were considered at the tintbe derivatives because the liquidated damemasgon in the registration rights agreen
covering each warrant resulted in the conclusian ithwas more economic to issue registered shheasto issue unregistered shares and pay
the penalty. Because issuing registered sharagsge of Opexa’s control, Opexa concluded the avdsr should be accounted for as derivative
liabilities under SFAS 133 and EITF 00-19. As auteOpexa reported the value of these derivatagesurrent liabilities on its balance sheet
and reported changes in the value of these derasts non-operating gains or losses on its statsméoperations in the consolidated
financial statements beginning with the year eridedember 31, 2005 and neeasured and reported on a quarterly basis therdsfsed on th
Black Scholes Pricing Model.

In December 2006, the FASB issued FASB Staff RosiNo. EITF 00-19-2, Accounting for RegistratioryReent Arrangements (EITF
00-19-2). EITF 00-19-2 addresses an issuer’s atowufor registration payment arrangements. It gjgecthat the contingent obligation to
make future payments or otherwise transfer conataer under a registration payment arrangementtivenéssued as a separate agreement or
included as a provision of a financial instrumenbtiher agreement, should be separately recogrizddneasured in accordance with FASB
Statement No. 5, Accounting for Contingencies. @higlance in EITF 00-19-2 amends FASB StatementslB®, Accounting for Derivative
Instruments and Hedging Activities, and No. 150¢dunting for Certain Financial Instruments with €weristics of both Liabilities and
Equity, and FASB Interpretation No. 45, Guarantdwsounting and Disclosure Requirements for Guamsitincluding Indirect Guarantees of
Indebtedness of Others, to include scope except@mnggistration payment arrangements. EITF 0®Hso requires additional disclosure
regarding the nature of any registration paymeratrgrements, alternative settlement methods, thénmoaxx potential amount of consideration
and the current carrying amount of the liabilifyamy. This EITF is effective immediately for refyégion payment arrangements and the
financial instruments subject to those arrangemtratisare entered into or modified subsequenteaitte of issue of this EITF. For registrat
payment arrangements and financial instrumentsestuby) those arrangements that were

F-30



Table of Contents
Index to Financial Statements

entered into prior to the issuance of this EITHs th effective for financial statements issuedffetal years beginning after December 15, 2
and interim periods within those fiscal years.

Opexa evaluated the application of EITF 002 all its financial instruments and determiriedt certain warrants to purchase comr
stock issued by Opexa associated with the brid¢ge exchange and private placement offerings in 2008 and July 2005 no longer qualified
to be classified as derivative liabilities. In atitthi, Opexa accounts for registration rights agreetnpenalties as contingent liabilities, applying
the accounting guidance of Financial Accountingh8sad No. 5, “Accounting for Contingencies” (“FA% 5This accounting is consistent with
views established by the FASB Staff Positions FERFB0-19-2 “Accounting for Registration Payment&mgements”, which was issued
December 21, 2006. Accordingly, Opexa recognizesiimages when it becomes probable that they ithéurred and amounts are
reasonably estimable.

4,600,000 shares of common stock and 2,513,72Gwarto purchase common stock are subject to stratipn payment arrangement
that provides if a resale registration statemenbiseffective for any period after April 13, 20Qie warrant holders may exercise their warr
on a cashless basis during the period the resgilgtnation statement is not effective. If Opexdsféd register, achieve effectiveness of
registration or maintain effectiveness of registrabf shares underlying the warrants and shahney, are required to make certain liquidated
damage payments of 1.5% of the aggregate amoymboéeds of the offering per month for every manttefault with a maximum of 24%.
Opexa does not believe these payments are proaablthus no contingent liability has been recorded.

1,272,356 shares of common stock and 1,714,41@sledicommon stock issuable upon the exerciserahtan stock purchase warrants
issued in June 2005 and July 2005 are subjecteagistration payment arrangement that providegésale registration statement is not
effective for any period after the first annivessaf the warrant, the warrant holders may exertisg warrants on a cashless basis during the
period the resale registration statement is netcéffe. If Opexa fails to register, achieve effeetiess of registration or maintain effectiveness
of registration of shares underlying the warramg shares, they are required to make certain legadtidamage payments of 1.0% of the
aggregate amount of proceeds of the offering pertmfor the first calendar month of registratiorfieddt and 2% for every month in default
after the first month. Opexa does not believe thesenents are probable and thus no contingentitiabhas been recorded.

The impact of implementing EITF 00-19-2 for theaimonths ended September 30, 2007 resulted in alative effect of a change in
accounting principle with a decrease in the denrediability of $6,656,677 and a decrease to beigig retained earnings of $4,001,819
reversing gains posted to date and a reclassiitati the original value of the warrants from lighito equity of $10,658,496.

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

In 2004, Opexa entered into an agreement with thigesity of Chicago (“University”) for the worldwe license to technology
developed at Argonne National Laboratory, a U.Sdbenent of Energy Laboratory operated by the Usitae The license was later amended
granting Opexa an exclusive, non-transferable wddd license to the University’s stem cell techmgioln consideration for the license and
amendment, Opexa paid the University a total 025282 and issued the University 53,462 shares mihoon stock valued at $2,295,461.
Opexa also agreed to pay the University $1.5 nmildod to issue the University 21,623 shares of @@exnmon stock. In April 2007, the $1.5
million cash payment obligation was extended uhtly 31, 2007 and the obligation to issue shareé3pafxa’s common stock was extended
until July 31, 2007, with $112,440 accrued as ofeJB0, 2007. The Company determined that thesésasae not reached technological
feasibility at the date of acquisition and had Heraative future use. Therefore, the costs wepersged to research and development in the
period incurred.
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On July 31, 2007, Opexa entered into a second agdesuad restated license agreement with the UntyesSiChicago that eliminated the
obligations under the prior agreement for the paymoé&$1.5 million due July 31, 2007 and the ohfiga to issue 21,623 shares of Opexa
common stock. These obligations were recorded astangible asset, with the liabilities recordechasotes payable—current portion of $1.5
million and a stock payable of $112,440. As a rtesithe amendment and restatement of the licegeanent with the University of Chicago
$1,612,440 was reported as a gain on extinguishofdiability. Opexa applied the accounting guidara Financial Accounting Standard No.
140, “Accounting for Transfers and Servicing of &ficial Assets and Extinguishments of Liabilitie$*AS 140”) and EITF 96-19 “Debtor’s

Accounting for a Modification or Exchange of Dehstruments”.
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OPEXA THERAPEUTICS

Opexa Therapeutics, Inc.

Common Stock

Series E Warrants

PROSPECTUS

, 2008

Until , 2008 (25 days after thage of this prospectus), all dealers that buly psérade these securities, whether or not
participating in the offering, may be required &lider a prospectus. This is in addition to thelelesa obligation to deliver a prospectus when
acting as underwriters and with respect to thesolohallotments or subscriptior
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 24. Indemnification of Directors and Officers.

Opexa Therapeutics, Inc. (the “Company”) has thbaity under Articles 2.02a(16) and 2.02-1 of Trexas Business Corporation Act
(“TBCA") to indemnify its directors and officers the extent provided for in such statute. The TBZdvides, in part, that a corporation may
indemnify a director or officer or other person whas, is or is threatened to be made a named d@fénd respondent in a proceeding because
such person is or was a director, officer, employeagent of the corporation, if it is determinidttsuch person: (1) conducted himself in g
faith; (2) reasonably believed, in the case of cmhdh his official capacity as a director or oficof the corporation, that his conduct was in the
corporation’s best interest and, in all other caiest his conduct was at least not opposed tadhgoration’s best interests; and (3) in the case
of any criminal proceeding, had no reasonable ctubelieve that his conduct was unlawful.

A corporation may indemnify a person under the TB&Rinst judgments, penalties, including excisesimilar taxes, fines, settlement,
unreasonable expenses actually incurred by the@pénsconnection with the proceeding. If the perisofound liable to the corporation or is
found liable on the basis that personal benefit wgsoperly received by the person, the indemniiosais limited to reasonable expenses
actually incurred by the person in connection wii proceeding, and shall not be made in respemtyproceeding in which the person shall
have been found liable for willful or intentionaisoonduct in the performance of his duty to thepooation. The corporation may also pay or
reimburse expenses incurred by a person in commewfith his appearance as a witness or other jjtion in a proceeding at a time when he
is not a named defendant or respondent in the pdicg.

The Companyg Articles of Incorporation provide that none afdirectors shall be personally liable to the Comypar its shareholders f
monetary damages for an act or omission in sudttir's capacity as a director; provided, howethet the liability of such director is not
limited to the extent that such director is fourable for (1) a breach of the director’s duty ofdity to the Company or its shareholders, (2) an
act or omission not in good faith that constitiadsreach of duty of the director to the Compangroact or omission that involves intentional
misconduct or a knowing violation of the law, (3ransaction from which the director received aprioper benefit, whether or not the benefit
resulted from an action taken within the scopehefdirector’s office, or (4) an act or omission fdrich the liability of the director is expressly
provided by an applicable statute.

The Company believes that these provisions wilisa#isin attracting and retaining qualified indikials to serve as executive officers and
directors. The inclusion of these provisions in @@mpany’s Articles of Incorporation may have tiffe@ of reducing the likelihood of
derivative litigation against the Company’s direstand may discourage or deter shareholders orgearent from bringing a lawsuit against
directors for breach of their duty of care, evemutih such an action, if successful, might othenhisee benefited us or our shareholders.

The Company'’s Articles of Incorporation and By-laprsvide that the Company may indemnify its off&adirectors, agents and any
other persons to the fullest extent permitted leyTBCA.

Additionally, under their employment agreementdwipexa Therapeutics Inc. Mr. McWilliams, Dr. Waltns, Ms. Hohlfeld and Ms. R
are entitled to indemnification in their capacityddficers of the Company to the fullest extentpigtied by the TBCA.
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Item 25. Other Expenses of Issuance and Distributio

The following table sets forth the costs and expensther than the underwriting discounts and casimns, payable by the registrant in
connection with the sale of the securities beirgistered. All amounts are estimates except ther8iesuand Exchange Commission (SEC)
registration fee.

SEC Registration Fe $ 1,34¢
NASD Filing Fee 4,88¢
Nasdaq Listing Fe 5,00(
Printing Cost:s 100,00(
Legal Fees and Expens 180,00
Accounting Fees and Expen: 80,00(
Transfer Agent and Registrar Fe 5,00(
Miscellaneou: 20,00(

Total $396,23(

Item 26. Recent Sales of Unregistered Securities.
Acquisition of PharmaFrontiers Corp.

On June 4, 2004, when the Company was named “Sp0néed Industries, Inc.,” it issued 638,644 ssasEcommon stock to the
shareholders of PharmaFrontiers Corp., a Texaocatipn ("PharmaFrontiers”) in exchange for all thuestanding capital stock of
PharmaFrontiers. The shares of common stock issute acquisition were offered and sold pursuarthé exemption from registration
afforded by Rule 506 under the Securities Act @3 &he “Securities Act”) and/or Section 4(2) oétBecurities Act. The Company
subsequently changed its name to “PharmaFrontiens.COn June 19, 2006 PharmaFrontiers changethitse to Opexa Therapeutics, Inc.

Acquisition of Opexa Pharmaceuticals, Inc.

In connection with the closing of the Company’susiion of Opexa Pharmaceuticals, Inc., a Delavearporation (“Opexa
Pharmaceuticals”), on November 5, 2004, we iss&&d0®0 shares of our common stock to the formestdrslof common stock of Opexa
Pharmaceuticals in exchange for their Opexa Pharut@als common stock. The shares of common s&stled in the acquisition were offe
and sold pursuant to the exemption from registagifiorded by Rule 506 under the Securities Act@n8ection 4(2) of the Securities Act. On
June 9, 2005 we issued 20,000 shares of commok st@®&anders Morris Harris, Inc. in exchange forisary services provided in connection
with the acquisition of Opexa Pharmaceuticals. Sieres were sold pursuant to the exemption fromstragon afforded by Rule 504 under
Securities Act of 1933 (the “Securities Act”) andBection 4(2) of the Securities Act.

15% Exchangeable Convertible Subordinated Note Priate Placement Financing and Subsequent Exchange—200

During the six months ended February 15, 2005Cihmpany issued to accredited investors in a pripkteement: (i) 15% Exchangeable
Subordinated Convertible Notes with a principal amtoof $6.1 million, (i) an aggregate of 61,26%8s of common stock, and (iii) a right to
receive a warrant to purchase common stock. Thep@agnreceived gross proceeds of $6.1 million froia private placement. These
securities were offered and sold pursuant to tleengtion from registration afforded by Rule 506 unithe Securities Act and/or Section 4(2
the Securities Act. In connection with this privatacement, the Company entered into Registratight® Agreements with the purchasers
requiring that, among other things, the Companjstegthe shares issued, those shares issuablenerrsion of the notes and those shares
issuable upon exercise of the warrant, for resatietthe Securities Act.
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In addition, the Company issued to the placemeantgwho assisted with the sale of the notes, wisrta purchase 21,688 shares of
common stock at a price of $15.00 per share. Tivaseants expire on February 14, 2010. The Compgnseal to register for resale the shares
of common stock issuable upon exercise of the witsra

On June 30, 2005 the Company, in exchange fousdtanding 15% Exchangeable Convertible Subordihisitges and the associated
rights to warrants, issued to the accredited imrsdtolding the notes: (i) an aggregate of 5658&8es of our common stock, (ii) Series A
Warrants to purchase an aggregate of 554,200 sbhoes common stock, (iii) Series B Warrants toghase an aggregate of 221,680 shar
our common stock, and (iv) Series C Warrants telpase an aggregate of 443,360 shares of our corstaok In connection with this
exchange offering, the Company entered into a Regjisn Rights Agreement dated June 17, 2005 vkighplarticipants in the exchange offer
requiring that, among other things, the Companjystegthe shares issued in the exchange offerssuble upon exercise of the warrants, for
resale under the Securities Act.

The notes and shares of common stock and warrastsided above were offered and sold pursuanetexkemption from registration
afforded by Rule 506 under the Securities Act, iBacd(a)(9) of the Securities Act and/or SectioR)4df the Securities Act.

Sale of Common Stock, Series A Warrants, Series B &ktants and Series C Warrants—July 2005

In the month ended July 15, 2005, the Company cetagla private placement to accredited investo(® ah aggregate of 383,451
shares of common stock at a per share price oD®JEursuant to the terms of Securities Purchaseekgents dated June 17, 2005 and July 15,
2005 by and among the Company and each of the gsech In connection with this private placemdr,Gompany entered into a Registra
Rights Agreement dated June 17, 2005 and JulyQd @ith the purchasers requiring that, among dtfiegs, the Company register the sh
for resale under the Securities Act.

In addition, the Company issued to the placemeattgassisting with the private placement, warréhts“Placement Agent Warrants”)
to purchase 22,900 shares of common stock at aniseerice of $15.00 per share. The Placement Bg&rants are exercisable until
June 17, 2010. The Company agreed to registeesale the shares of common stock issuable uponriseaf the Placement Agent Warrants.

The shares of common stock and warrants describ@ebavere offered and sold pursuant to the exemtam registration afforded by
Rule 506 under the Securities Act and/or Secti@) d{ the Securities Act.

Shares of Common Stock Issued To the University &@hicago

Pursuant to the terms of a First Amended and Rabtatense Agreement (the “License Agreement”) dl@tecember 30, 2004 with the
University of Chicago, the Company has issued 53gttares of common stock in consideration of ttene granted to the Company. The
shares of common stock were offered and sold patdodhe exemption from registration afforded l®cton 4(2) under the Securities Act. In
connection with the License Agreement, the Compgrged to register the shares issued thereundegdale under the Securities Act.

Sale of Common Stock and Warrants—April 2006

On April 13, 2006, the Company issued (i) 4,600,6B8res of Company common stock and warrants thpsee a total of 2,300,000
shares of Company common stock to 41 accreditesstovs and (ii) warrants to purchase 213,720 stidr€@smpany common stock to MDB
Capital Group LLC and another broker dealer. Then@any received gross proceeds of $23,000,000 (82820 in proceeds after the
deduction of sales commissions) from the privaée@ment. The offers and sales were made withoigtration under the Act, or
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the securities laws of certain states, in reliamtéhe exemptions provided by Section 4(2) of Aal ®egulation D under the Act and in
reliance on similar exemptions under applicabléedtaws.

Item 27. Exhibits and Financial Statement Schedules
(a) Exhibits . The following exhibits of the Company are inclddeerein.

Exhibit 1.1**
Exhibit 2.1

Exhibit 2.2
Exhibit 3.1

Exhibit 3.3

Exhibit 4.1

Exhibit 4.2**
Exhibit 4.3**
Exhibit 4.4**
Exhibit 4.5**
Exhibit 5.1***
Exhibit 10.1

Exhibit 10.2

Exhibit 10.5

Exhibit 10.12

Exhibit 10.13

Exhibit 10.14

Exhibit 10.17

Exhibit 10.18

Form of Underwriting Agreemet

Stock Purchase Agreement effective as of May 54Z0orporated by reference to Exhibit 2.1 to @@mpan’s Curren
Report on Form K filed June 4, 20C

Agreement (incorporated by reference to Exhibittd.fhe Compar’s Current Report on-K filed October 8, 2004

Articles of Amendment and Restatement of the Aeabf Incorporation (incorporated by reference xbikit 3.1 to the
Compan’s Current Report on Forn-K filed on June 19, 200¢

Amended and Restated -laws (incorporated by reference to Exhibit 2.2hte Compan’s Registration Statement
Form 1(-SB (File No. 00-25513), initially filed March 8, 199¢

Form of Common Stock Certificate (incorporated éference to Exhibit 2.3 to the Company’s Registratatement on
Form 1(-SB (File No. 00-25513), initially filed March 8, 199¢

Form of Series E Warra

Warrant Agent Agreement for Series E Wari

Form of Underwriter Warrant Agreemer

Form of Underwriter Warrant to Acquire Warrants Agreeme
Opinion of Vinson & Elkins LLF

June 2004 Compensatory Stock Option Plan (incotpdray reference to Exhibit B to the Comp’s Definitive
Information Statement filed on June 29, 20

Amended and Restated Employment Agreement datexl1Rir2006, between the Company and David McWii
(incorporated by reference to Exhibit 10.1 to tr@pany's Quarterly Report on Form -QSB filed August 14, 200¢

Director’'s Agreement dated August 23, 2004 betwberCompany and David McWilliams (incorporated bference to
Exhibit 10.4 to the Compa’s Quarterly Report on Form -QSB filed November 16, 200

Form of Warrant Agreement (incorporated by refeestacExhibit 10.13 to the Company’s Annual Repaerf@rm 10-
KSB filed April 15, 2005]

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

Second Amended and Restated License AgreementJnitrersity of Chicago (incorporated by referenc&idibit 10.1
to the Compar’s Current Report on Forn-K filed August 3, 2007

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

Securities Purchase Agreement dated June 17, 3086cbamong the Company and the Investors nameeirthe
(incorporated by reference to Exhibit 10.18 to F@&B-2 filed July 19, 2005
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Exhibit 10.19 Registration Rights Agreement dated June 17, 2§0ink among the purchasers of comr

stock named therein (incorporated by referencextilit 10.19 to Form SB-2 filed July 19,
2005)

Exhibit 10.20 Securities Purchase Agreement dated June 30, 3088dbamong the Company and the purchasers of corstook
named therein (incorporated by reference to ExHibiR0 to Form S-2 filed July 19, 2005

Exhibit 10.21 Securities Purchase Agreement dated July 15, 20@5¢ among the Company and the Investors nameeirt
(incorporated by reference to Exhibit 10.21 to F&B-2 filed July 19, 2005

Exhibit 10.22 Registration Rights Agreement dated July 15, 2008r1 among the Company and the Investors nameeirit
(incorporated by reference to Exhibit 10.22 to F@&B-2 filed July 19, 2005

Exhibit 10.23 License Agreement dated January 13, 2006 by thep@oynand Shanghai Institute for Biological Servifiasorporated
by reference to Exhibit 10.23 to Amendment No. Feom SE-2 filed February 9, 200¢

Exhibit 10.24 Lease dated August 19, 2005 by the Company anditlaukien (incorporated by reference to Exhilit1B to the
Compan’s Annual Report on Form -KSB filed March 31, 2006

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

Exhibit 10.26 Purchase Agreement dated April 11, 2006 by and grtieen Company and the Investors named herein (docated by
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed April 18, 2006)

Exhibit 10.27 Registration Rights Agreement dated April 11, 209Gand among the Company and the Investors nanrethl
(incorporated by reference to Exhibit 10.2 to therpanys Current Report on Forn-K filed April 18, 2006)

Exhibit 10.28 Form of Warrant issued in connection with April B0thancing (incorporated by reference to Exhilfit3lto the
Compan’s Current Report on Forn-K filed April 18, 2006)

Exhibit 10.29 Form of Broker Stock Purchase Warrant issued to MI2Bital Group LLC (incorporated by reference tdigik 10.5 of
the Compan’'s Current Report on Forn-K filed April 18, 2006)

Exhibit 10.30 Third Amendment to the Amended and Restated Lic&gseement dated October 27, 2006 between the Coyrgoad

the University of Chicago (incorporated by refereita@ Exhibit 10.4 of the Company’s Report on Forid 8led
November 1, 200€

Exhibit 23.1* Consent of Malone & Bailey, P

Exhibit 23.2*** Consent of Vinson & Elkins LLP (included in Exhilitl)
* Filed herewitt

**  Previously filed

***  To be filed by amendme

(b) Financial Statement Schedules.

All schedules are omitted because they are inagdgkcor the requested information is shown in thesolidated financial statements of
the registrant or related notes thereto.

Item 28. Undertakings.
(a) The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers ales are being made, a post-effective amendmehisteegistration statement:
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(i) To include any prospectus required by Sectid(al(3) of the Securities Act of 1933;

(i) To reflect in the prospectus any facts or égarising after the effective date of the regigirastatement (or the most
recent poseffective amendment thereof) which, individuallyiothe aggregate, represents a fundamental chiartge informatior
set forth in the registration statement. Notwithsgiag the foregoing, any increase or decrease lumve of securities offered (if the
total dollar value of securities offered would eateed that which was registered) and any devidtton the low or high end of the
estimated maximum offering range may be refleatetthé form of prospectus filed with the Securitesi Exchange Commission
pursuant to Rule424(b) if, in the aggregate, thenges in volume and price represent no more tt2hmercent change in the
maximum aggregate offering price set forth in t@aftulation of Registration Fee” table in the efffiee registration statement; and

(i) To include any material information with resgt to the plan of distribution not previously dised in the registration
statement or any material change to such informatidhe registration statement.

(2) That, for the purpose of determining any lispilnder the Securities Act of 1933, each such-péfective amendment shall be
deemed to be a new registration statement relatitige securities offered therein, and the offedhguch securities at that time shall be
deemed to be the initial bona fide offering thereof

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

(b) Insofar as indemnification for liabilities ang under the Securities Act of 1933 may be pegditb directors, officers and
controlling persons of the registrant pursuant®foregoing provisions, or otherwise, the regidtteas been advised that in the opinion
of the Securities and Exchange Commission suchmindeation is against public policy as expressethie Securities Act of 1933 and
therefore, unenforceable. In the event that a cfammdemnification against such liabilities (otttean the payment by the registrant of
expenses incurred or paid by a director, officecamtrolling person of the registrant in the susé@sdefense of any action, suit or
proceeding) is asserted by such director, officaromtrolling person in connection with the sedastbeing registered, the registrant will,
unless in the opinion of its counsel the mattertieen settled by controlling precedent, submit ¢owart of appropriate jurisdiction the
guestion whether such indemnification by it is agapublic policy as expressed in the Securitiesohd 933 and will be governed by the
final adjudication of such issue.
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SIGNATURES

In accordance with the requirements of the Seegritict of 1933, as amended, the Registrant cextifiat it has reasonable grounds to
believe that it meets all of the requirements lirigi on Form SB-2 and authorized this Registraéatement to be signed on its behalf by the
undersigned, in the City of Houston, State of Tewasthe 7th day of January, 2008.

OPEXA THERAPEUTICS, INC.

By: /s/ Davib B. M cW ILLIAMS
Name David B. McWilliams
Title: Chief Executive Officer
By: /'s/ L YNNE H OHLFELD
Name Lynne Hohlfeld

Title: Chief Financial Officer and

Principal Accounting Officer

KNOW ALL MEN BY THESE PRESENTS, that each personosé signature appears below constitutes and agdoaid B.
McWilliams his true and lawful attorney-in-fact angent, with full power of substitution and revacat for him and in his name, place and
stead, in any and all capacities (until revokediiting), to sign any and all amendments (includiust-effective amendments) to this
Registration Statement and to file the same witkxlibits thereto, and other documents in conpedfierewith, with the Securities and
Exchange Commission, granting unto said attornefgéh and agent full power and authority to do pedorm each and every act and thing
requisite and necessary to be done as fully fdntdhts and purposes as he might or could dorisope hereby ratifying and confirming all that
said attorney-in-fact and agent, or is substituteubstitutes, may lawfully do or cause to be doypirtue hereof.

Pursuant to the requirements of the SecuritiesoAt033, as amended, this Registration Statemenb&an signed below by the
following persons in the capacities and on the slatdicated.

Signature Title Date
/s/ Davib B. M cW ILLIAMS President, Chief Executive Officer and Direc January 7, 200
David B. McWilliams (principal executive officer
/'s/ L YNNEH OHLFELD Chief Financial Officer (principal financial at January 7, 200
Lynne Hohlfeld accounting officer
/sl * Director January 7, 2008
Gregory H. Bailey
/sl * Director January 7, 200
David Hung
/sl * Director January 7, 200

Lorin J. Randall

/sl * Director January 7, 2008

Michael Richman

/sl * Director January 7, 200

Scott B. Seaman

*By: /s/ Davib B. M cW ILLIAMS
David B. McWilliams
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Registered, Public Company Accounting Oversight Board
i American Institute of CPAs, Center for Audit Quality
& B AI L EY Texas Society of Certified Public Accountants
P

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

As independent public accountants, we hereby carteghe incorporation in this Registration Statetmen Form SB-2/A No. 2 of our report
dated March 14, 2007 except for Note 15 which tedi&ovember 2, 2007 and Notes 2, 4, 6 and 12 wdrieldated November 29, 2007,
included in the Annual Report on Form 10-KSB/A gfeéda Therapeutics, Inc. for the year ended Dece®ihe2006 and to all references to
our Firm included in this Registration Statement.

/s/ Malone & Bailey, P(
Malone & Bailey, PC
www.malone-bailey.com
Houston, Texas
January 8, 200

www.malone-baileyv.com | 2525 Briarpark Drive, Suite 930 | Howston, TX 77042 | 0. 713.343.4200 | §. 71326615815 |



