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Filed Pursuant to Rule 424(b)(3
Registration No. 3332668

Prospectus Supplement No. 6
to Prospectus dated August 11, 2005
as amended effective June 23, 2006

Opexa Therapeutics, Inc.

2,986,767 Shares

We are supplementing the prospectus dated AugygXQDb, as subsequently amended by Post Effective Amendiens, effective June 23, 2006p provide information
contained in our:

Quarterly Report on Form 10-QSB for the second tgu@nded June 30, 2006

This Prospectus Supplement is not complete withend, may not be delivered or utilized except inramtion with, the Prospectus dated August2005 as amended by P
Effective Amendment No. 3 effective May 25, 2006thwespect to the resale of the 2,986,767 shdresromon stock, including any amendments or supptemthereto.

The number of shares stated above has been reauisefiect the one-for-ten reverse split approvedlibareholders in June 2006.

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

Neither the Securities and Exchange Commission na@ny state securities commission has approved or disproved of these securities or passed upon the acacy
or adequacy of this prospectus. Any representatioto the contrary is a criminal offense.

The date of this Supplement is August 16, 2006




UNITED STATES SECURITIES AND
EXCHANGE COMISSION
WASHINGTON, D.C. 20549

FORM 10-QSB
[X] QUARTERLY REPORT UNDER SECTION 13 OR 15 (d) HE SECURITIES EXCHANGE ACT
OF 1934
For the quarterly period ended June 30, 2006
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR (& OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File Number: 000-25513

Opexa Therapeutics, Inc.

(Exact name of Issuer as specified in is charter)
(formerly PharmaFrontiers Corp.)

TEXAS 76-0333165
(State of Incorporation) (IRS Employer Identification Number)

2635 Crescent Ridge Drive
The Woodlands, Texas 77381
(281) 272-9331
(Address and telephone number of principal exeeutifices)

Check whether the issuer (1) filed all reports egglito be filed by Section 13 or 15(d) of the Sé@ms Exchange Act of 1934 during the precedingrighths (or for such shor
period that the Registrant was required to filehsigports), and (2) has been subject to filing ireguents for the past 90 days. YBS NoO
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exde Act.) Yefl No[x]
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PART |

FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

OPEXA THERAPEUTICS, INC.
(formerly PharmaFrontiers Corp.)
(a development stage company)
CONSOLIDATED BALANCE SHEETS
(unaudited)

Assets
Current asset:
Cash and cash equivalel
Other current asse

Total current assets

Intangible assets, net of $2,709,019 and $1,8888atcumulated amortizatic
Property & equipment, net of $327,897 and $256 @82ccumulated depreciatit
Other asset

Total assets

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payabl
Stock payablt
Accrued expense
Note payable
Derivative liability

Total current liabilities

Commitments and contingenci

Stockholders' equity
Convertible preferred stock, no par value, 10,000 $hare:
authorized, none issued and outstanding

Common stock, $0.50 par value, 100,000,000 sharth®razed,
6,696,784 and 2,061,955 shares issued and outstandi

Additional paid in capita
Deficit accumulated during the development st

Total stockholders' equity

Total liabilities and stockholders' equity

June 30, December 31,
2006 2005

19,931,54 $ 2,560,66!
514,59¢ 182,52«
20,446,13 2,743,19(
25,547,75 26,130,44
1,262,04: 479,99¢

- 388,21(

47,25593 $ 29,741,83
682,84. $ 689,46°
112,44( -
643,08¢ 240,30¢
1,500,001 1,500,001
10,039,86 6,761,65!
12,978,23 9,191,43:
3,348,35: 1,030,97
61,639,55 39,783,45
(30,710,20) (20,264,02)
34,277,70 20,550,40
47,25593 $ 29,741,83




General and administrati\
Depreciation and amortizatic
Research and developme
Loss on disposal of ass¢

Operating los:

Interest incom

Other income

Gain (loss) on derivative liabilit
Interest expens

Other expens

Net loss

Basic and diluted loss per sh:

Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(formerly PharmaFrontiers Corp.)
(a development stage company)
CONSOLIDATED STATEMENTS OF EXPENSES

Three and Six Months ended June 30, 2006 and 2008dathe

Period from January 22, 2003 (Inception) to June 3006

(unaudited)

Three Months Three Months Six Months Six Months Inception
Ended Ended Ended Ended through
June 30, June 30, June 30, June 30, June 30,
2006 2005 2006 2005 2006
$ 3,169,83; $ 2,677,94. $ 424571 $ 3,465,74! $ 5,449,22

460,44: 26,81¢ 892,77" 864,04« 2,892,80:
1,554,91. 611,21: 2,293,36: 1,255,471 14,651,24
- - 362 - 480,29:
(5,185,18) (3,315,96) (7,432,21) (5,585,26) (23,473,57)
198,78! 11,97¢ 218,40¢ 18,90¢ 306,32¢
43,06t 7,501 46,45( 9,94t 77,00%
(3,532,34)) - (3,278,20)) - 618,63(
(184) (4,450,95)) (6123 (5,938,33) (8,238,59)
- (29€) - (29€) -
$ (8,475,86) $ (7,747,74) $ (10,446,17) $ (11,495,04) $ (30,710,20)
$ (1.40 $ (6.99 $ (2.57) $ (10.7§) N/A
6,039,56. 1,108,21! 4,063,47: 1,066,46. N/A
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OPEXA THERAPEUTICS, INC.
(a development stage company)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Six Months ended June 30, 2006 and 2005 and the

Period from January 22, 2003 (Inception) to June 32006

Cash flows from operating activitit
Net loss

Adjustments to reconcile net loss to net ¢

used in operating activitie
Stock issued for services
Stock issued for debt in excess of principal
Amortization of discount on notes payable due

to warrants and beneficial conversion feature

Amortization of intangible assets
Gain (loss) on derivative liability
Depreciation
Debt financing costs
Option and warrant expense
Loss on disposition of fixed assets

Changes in
Accounts payable
Prepaid expenses
Accrued expenses
Other assets

Net cash used in operating activit

Cash flows from investing activitie
Purchase of license
Disposition of property & equipmel
Purchase of property & equipme

Net cash used in investing activiti

Cash flows from financing activitie
Common stock sold for cash, net of offering ct
Common stock repurchased and canc
Stock payablt
Proceeds from del
Repayments on notes paya

Net cash provided by financing activiti

Net change in cas
Cash at beginning of peric

Cash at end of peric

Cash paid for
Income tax
Interest

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Of

(unaudited)

Inception
Six Months Ended Six Months Ended through
June 30, June 30, June 30,
2006 2005 2006
$ (10,446,17) $ (11,495,04) (30,710,20)
180,00( 940,00( 2,041,401
- 109,07 109,07(
- 5,516,63i 6,313,20!
820,12¢ 815,78 2,709,01!
3,278,20:i - (618,63))
72,64¢ 48,26( 183,78¢
- - 365,91(
2,829,711 926,96: 7,814,67:
- - 479,93:
(6,62€) (32,849 78,541
(458,33)) (37,379 (585,46
402,77¢ 81,79( 457,76(
- - (388,21()
(3,327,65) (3,126,767 (11,749,21)
(125,000 - (357,74
1,08t - 1,08t
(341,319 (76,356 (773,22)
(465,229 (76,35€) (1,129,87)
21,163,76 4,646,56! 26,519,98
- - (325)
- 25,35( -
- 2,856,66! 6,354,59:
- (58,619 (63,614
21,163,76 7,469,96: 32,810,63
17,370,87 4,266,84. 19,931,54
2,560,66! 851,99: -
$ 19,93154 $ 5,118,83: 19,931,54
$ - % - -
- - 42¢
$ -8 - 23,750,00



Issuance of common stock to Sportan shareho
Issuance of common stock for University of Chicéigense
Issuance of common stock for accrued inte
Issuance of common stock for accounts pay
Conversion of notes payable to common sl
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
Fair value of derivative instrume
Stock payable

112,44(

1,758,95!
525,51¢
6,159,61(
17,17¢

1,433,10:
831,94!
631,83:

147,73¢
2,295,45!
525,51
180,00(
6,407,98I
17,17¢
93,36+

3,309,791
1,715,97
1,287,441
10,658,49
112,44(




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

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of Opexa Therapeutics, (“Opexa”), a develogragge company, have been prepared in accordatitaseounting
principles generally accepted in the United StafeSmerica and the rules of the Securities and Brgle Commission and should be read in conjunctidmtive audited
financial statements and notes thereto contain€piexa’s latest Annual Report filed with the SECFamm 10KSB/A. In the opinion of management, all adjustnserbnsisting
of normal recurring adjustments, necessary foiirgof@sentation of financial position and the résolf operations for the interim periods presettade been reflected herein.
The results of operations for interim periods asemecessarily indicative of the results to be exge for the full year. Notes to the financial staents that would substantially
duplicate the disclosure contained in the auditeahcial statements for the most recent fiscal ysareported in Form 10-KSB/A, have been omitted.

In June 2006, the Company (i) changed its namepex® Therapeutics, Inc. from PharmaFrontiers Camg. (ii) effected a one-for-ten reverse split, ahdeferences to a
number of shares and per share amounts reflectsplittas if it occurred on the first day of thesfiperiod presented.

NOTE 2 - STOCK BASED COMPENSATION

Effective January 1, 2006, Opexa began recordimgpemsation expense associated with stock optiosth@#mer forms of equity compensation in accordamite Statement of
Financial Accounting Standards No. 128bdare-Based Paymersts interpreted by SEC Staff Accounting Bulletin M67. Prior to January 1, 2006, Opexa had accouoted
stock options according to the provisions of AcammPrinciples Board Opinion No. 2Bccounting for Stock Issued to Employees] related interpretations, and therefore no
related compensation expense was recorded for awgatited with no intrinsic value. Opexa adoptedrttodified prospective transition method providedunder SFAS No.
123R, and, consequently, have not retroactivelystdfl results from prior periods. Under this traosimethod, compensation cost associated wittkstptions recognized in
the first quarter of fiscal 2006 includes the gedytamortization related to the remaining unvegtertion of all stock option awards granted prmdanuary 1, 2006, based on
grant date fair value estimated in accordance thighoriginal provisions of SFAS No. 123.

The following table illustrates the effect on ne$$ and net loss per share if Opexa had appliefhithealue provisions of FASB Statement No. 128stock-based employee
compensation:

Three Months Six Months Inception
Ended Ended Through
June 30, June 30, June 30,
2005 2005 2006
Net loss as reporte $ (7,747,74) $ (11,495,04) $ (30,710,20)
Add: stock based
compensation determined under intrinsic value basetthod 378,90 734,30: 2,611,07.
Less: stock based
compensation determined under fair value basedadeth (461,709 (914,73) (4,417,37)
Pro forma net loss $ (7,830,54) $ (11,675,47) $ (32,516,50)
Basic and diluted
Net loss per common share:
As reported $ 6.99 $ (20.7¢) N/A
Pro forma $ (7.0 $ (10. 99 N/A




NOTE 3 - CASH AND CASH EQUIVALENTS

The Company considers all highly liquid investmenti$h an original maturity of three months or lea$ien purchased, to be cash equivalents. Invessmeétit maturities in
excess of three months but less than one yeatassifeed as short-term investments and are sttéar market value.

The primary objectives for our fixed income investrhportfolio are liquidity and safety of principsthvestments are made with the objective of aéhgethe highest rate of
return consistent with these two objectives. Ouegiment policy limits investments to certain typésstruments issued by institutions primarilytvinvestment grade credit
ratings and places restrictions on maturities artentration by type and issuer.

At June 30, 2006, Opexa invested $19,598,000 ifAdlcommercial paper with an average market Y&l 32% and average time to maturity of 1.56 mentinrealized gains
of $100,626 were recognized for the three montlissanmonths ended June 30, 2006 in the intereshire on the consolidated statements of expenses,

NOTE 4 - INTANGIBLES
Rheumatoid Arthritis License

In January 2006, Opexa acquired an exclusive wade\cense for the intellectual property rightslarsearch results of an autologous T cell vadtneheumatoid arthritis
from the Shanghai Institute for Biological Scien€hjna Academy of Science of the People’s Repudflichina. In exchange for a payment of $125,000amndgreed running
royalty from the sale of commercialized productpega receives all information and data relatedltoliaical trials on all patient controls and pextis with rheumatoid arthritis
with the T cell vaccine. This includes all clinicakll procurement and manufacturing protocols, glete patient data sheets, all laboratory matenaéthods and results and
manufacturing records and documents and any otitarrélated to the intellectual property. The fi@yment under the license occurred in April 20p6ruthe delivery of
materials pursuant to the terms of the licensimgement. Opexa amortizes this intangible assetits/éfe of 20 years and as of June 30, 2006 titenigible asset had an
unamortized balance of $123,437.

University of Chicago License

In April 2006, Opexa amended that certain AmendetiRestated License Agreement, dated Decembel08d, 2vith the University of Chicago with respectrtain payment
obligations of Opexa, as follows: (i) an April 3106 $1,500,000 cash payment obligation was exteodél October 31, 2006; and (i) the obligati@anissue 21,623 shares of
Opexa’s common stock issuable was extended untdli2c 31, 2006, with $112,440 accrued at June G062

NOTE 5 - LETTER OF INTENT

On April 13, 2006 Opexa entered into a Letter aéit (“LOI") with PharmaNet, LLC, a contract research orgaroeafibcused on managing central nervous systencalitiials
PharmaNet, LLC will provide Opexa with serviceconnection with its Phase Ilb clinical trial studgn initial payment of $400,000 was made to PhatetalLC upon the
execution of the LOI, representing an approximated months average of the total anticipated prajest. Accrued expenses due PharmaNet, LLC ®sétond quarter are
$351,850. The LOI is effective for a period of sonths, or until such time that a definitive caetrfor the program is entered into between thégsarOpexa is in the process
of finalizing this contract.

NOTE 6 - EQUITY

In March 2006, 34,749 shares of common stock wemeeid in settlement of an outstanding accountsh@ymthe amount of $180,000.




Private Placement Offering

In April 2006 , Opexa closed a financing transatiio which Opexa issued 4,600,000 shares of itsneomstock and warrants to purchase 2,300,000 sb&f@gexa’s common
stock for $23,000,000 to certain institutional @udredited investors (the “Transaction”). The watsaxpire in five years, and are exercisable &per share. Opexa has the
right to call the warrants commencing on June 2®72if the closing bid price per share of Opexammon stock equals or exceeds $13.00 for twentgexutive trading days
in which the daily average trading volume of thencoon stock is at least 20,000 shares. Additiondlly resale registration statement is not effecfr any period after April
13, 2007, the warrant holders may exercise theiramgés on a cashless basis during the period gaeeegistration statement is not effective. leafails to register, achieve
effectiveness of registration or maintain effeatiess of registration of shares underlying the wasrand shares, they are required to make ceitpildated damage payments
1.5% of the offering per month for every month afallt with a maximum of 24%. 2,300,000 warrantthvei relative fair value of $11,729,982 were issteethvestors in
connection with the Private Placement Offering désed above.

In connection with the Transaction, Opexa paid c@sions and fees to their placement agent, MDB @b@roup LLC (“MDB"), and another broker dealer &ervices in
connection with the Transaction an aggregate af3R,350 and issued MDB and another broker deateetpear warrants with a relative fair value ofif1,150, to purchase an
aggregate of 213,720 shares of common stock atencise price of $5.00 per share. These warraetsaircallable and have a cashless exercise option.

As a result of this Transaction, the exercise ppieeshare of the Series B warrants was reduc88@d0 and the number of shares into which suchants can be exercised
increased to 603,737, and the exercise purchasshpee of the Series C warrants decreased to $a3@d€he number of shares into which such warreamsbe exercised
increased to 1,110,548. The change in exercise prid number of warrants was accounted for indhesélue adjustment as of June 30, 2006 for theaméderivatives (see
note 6).

NOTE 7 - OPTIONS AND WARRANTS

In February 2006, the series A warrants expire@r&lwere no options or warrants issued during tizetgr ended March 31, 2006.

During the second quarter of 2006, Opexa issueébif@mving options:

- 372,260 options at a fair value of $2,991,847 asdand quarter expense of $427,151 to managemergmployees. The options are for a term of temsyaad at a
exercise price ranging from $5.80 to $9.50. Thg#®Dns vest from one to three years.

During the second quarter of 2006, Opexa issuebif@ving warrants:

- 2,300,000 shares to investors in connection wighApril 2006 Transaction. The warrants are forrentef five years and at an exercise price of $6Ttese warran
have a relative fair value of $11,729,982. Theg#op vest from one to three years.

- 213,720 shares to brokers in connection with thel006 Transaction. The warrants are for a tefrthoee years and at an exercise price of $5.0@s@hwarran
have a relative fair value of $1,111,150.

- 155,000 shares at a fair value of $1,484,150 asetand quarter expense of $686,435 to consultdinestors and exiting directors. The warrants areafterm of te
years and at an exercise price ranging from $®29180. These options vest from one to three y

NOTE 8 - DERIVATIVE INSTRUMENTS

In June 2006, we evaluated the application of SEBSand EITF 00-19 for all of our financial instrants and identified the following financial instrants as derivatives:

(1) Series A Warrants issued in conjunction with kinidge note exchange and private placement offsrin June and July 2005 (which expired on Felyridr 2006).

(2) Series B Warrants issued in conjunction with Ibhidge note exchange and private placement offerin June and July 2005.

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

The three series of warrants are derivatives bectssliquidated damage provision in the registratights agreement covering each warrant resititéte conclusion that it w.
more economic to issue registered shares thasue isnregistered shares and pay the penalty. Becssisng registered shares is outside of Opexaifral, we concluded the
warrants should be accounted for as derivativéliiieds under SFAS 133 and EITF 00-19.




As a result, we report the value of these deriestias current liabilities on our balance sheetrapdrt changes in the value of these derivativesasoperating gains or losses
on our statements of operations. The value of ghvdtives is required to be remeasured on a gilatiasis, and is based on the Black Scholes Ryidlodel.

Variables used in the Black-Scholes option-prigimedel include (1) 4.08% to 5.22% risk-free intemage, (2) expected warrant life is the actual rieing life of the warrants as
of each period end, (3) expected volatility is fr86% to 430% and (4) zero expected dividends.

The impact of the application of SFAS 133 and EODF19 on the balance sheet and statements of apesas of December 31, 2005 and for the three Inscentd six months
ended June 30, 2006 and from inception through 30n2006 is as follows:

Gain(Loss ) Inception

Three months Gain/Loss Through

As of As of ended Six months ende June 30,

12/31/2005 6/30/2006 6/30/2006 6/30/2006 2006

Series A Warrants $ - $ - $ - $ - % 332,44(
Series B Warrants 264,95° 5,39¢ 278,91 259,55¢ 900,44:
Series C Warrants 6,496,69! 10,034,46 (3,811,26) (3,537,76) (614,249
Totals $ 6,761,65' $ 10,039,86. $ (3,532,34) $ (3,278,20) $ 618,63

The warrants from the April 2006 financing wereatatined to qualify for equity treatment under SFXE and EITF 00-19. Nothing in the warrant agreemequired cash
settlement or allowed for the possibility of casftiement including the impact of the liquidateardayes penalty under the registration rights agreenitevas determined as of
the issue date and June 30, 2006 that it was nooreoenic to issue unregistered shares and pay thadtpehan to issue registered shares. These wamath be reevaluated at
each balance sheet date to determine whether edjagification is still appropriate.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS

The following discussion of our financial conditiand results of operations should be read in codjiam with the accompanying financial statementd #me relate
footnotes theretc

Forward-Looking Statements

Some of the statements contained in this repocudisfuture expectations, contain projections siite of operations or financial condition, or stather "forwardeoking”
information. The words "believe," "intend," "plafgxpect,” "anticipate," "estimate," "project," ‘g and similar expressions identify such statenveag made. These statem
are subject to known and unknown risks, uncertsntand other factors that could cause the actsalts to differ materially from those contemplatgdthe statements. T
forward4ooking information is based on various factors @derived using numerous assumptions. Factotsight cause or contribute to such a discrepanclude, but ar
not limited to the risks discussed in this and atlver SEC filings. We do not promise to update fmeooking information to reflect actual results oraciges in assumptions
other factors that could affect those statemenisurE events and actual results could differ maligrirom those expressed in, contemplated by, ratenlying such forward-

looking statements.

The following discussion and analysis of our finahcondition is as of June 30, 2006. Our resuftemerations and cash flows should be read in carion with ou
unaudited financial statements and notes theretaded elsewhere in this report and the auditeahfital statements and the notes thereto includedrifrorm 10KSB/A for the
year ended December 31, 20

Business Overview

We are a biopharmaceutical company developing agtais cellular therapies to treat several majoredses, including multiple sclerosis (MS), rheurndagthritis
diabetes, and cardiovascular disease. These tesrap based on our proprietary T-cell and stehtex#inologies.

Our lead product, Tovaxin™, is a T-célksed therapeutic vaccine for MS, which offers igjue and personalized approach to treating theadeséy inducing an immu
response against the autoimmune myelin-reactieellB; which are believed to be responsible forittigation of the disease process. Tovaxin is ently in two Phase I/
clinical trials and a Phase IIb clinical trial. tial Phase I/Il human trials show thatc&H vaccination (TCV) appear to safely induce inmauesponses that deplete and reg
myelin-peptide reactive T-cells. We believe thavd@xin could be ready for commercialization as eady2011. Moreover, we are evaluating aell-monitoring technology
assess the therapeutic effectiveness of T-cellimation.
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We also hold exclusive worldwide license for thieiectual property rights and research resultarofutologous T cell vaccine for rheumatoid arithfiom the Shangh
Institutes for Biological Sciences (SIBS), Chinésmademy of Sciences of the People's Republic oh&h{The license agreement permits the SIBS' sstertb publish the
research results to date after Opexa Therapeuwg$iled a patent application covering the rheumdaagthritis T cell vaccine with the U.S. Patentarrademark Office.)

We also hold the exclusive worldwide license to laghluripotent stem cells derived from peripherddddl monocytes that allow for the isolation, progiégn, an
differentiation into cells and tissues for patispecific cellbased therapies. We are currently pursuing indinatfor Type 1 diabetes and congestive heart &i{GHF) with it
stem cell technology. We also expect to conductcbeesearch to determine the potential use of eemscells in other indications, such as macularedegation, strok
myocardial infarction and Parkinson’s disease.

Organizational History

We were incorporated in Texas in 1991 and in Ma@420wve entered the biopharmaceutical business Quidrg an entity that held rights to treatmentingsadul
pluripotent stem cells derived from adult humanigdeeral blood, and in connection therewith we clehgur name to PharmaFrontiers Corp. From an aticgustandpoint, tF
subsidiary is deemed the acquirer in a reverse enavgereby the parent is deemed the survivor ofébeganization/reverse merger. As such, our firsrstatements are thc
of the subsidiary. In November 2004, we acquireceXapPharmaceuticals, Inc. which holds rights tdwtetogy to diagnose and treat multiple sclerosiwugh modifiet
autoreactive T cells. In June 2006 we changed aovento Opexa Therapeutics, Inc. from PharmaFrean@erp.

Critical Accounting Policies
General

The consolidated financial statements and notésegaonsolidated financial statements contain mftion that is pertinent to this managemeniscussion and analy:s
The preparation of financial statements in confeymiith accounting principles generally acceptedhea United States requires management to makaatsts and assumptic
that affect the reported amounts of assets anditied and disclosure of any contingent assets latilities. Management believes these accoungialicies involve judgmel
due to the sensitivity of the methods, assumptemms estimates necessary in determining the reldedt and liability amounts. Management believémst exercised prog
judgment in determining these estimates basedefatits and circumstances available to it at time tihe estimates were made. The significant acoaypblicies are describ
in our financial statements.

Long-lived assets

Longdived assets (i.e., intangible assets) are reviefleednpairment whenever events or changes in oistances indicate that the net book value of tsetaray not
recoverable. An impairment loss is recognized & slum of the expected future cash flows (undis@xland before interest) from the use of the assketss than the net bc
value of the asset. Generally, the amount of thgairment loss is measured as the difference bettfeenet book value of the asset and the estinfatedalue of the relate
asset. Management does not believe any assetbbameémpaired at June 30, 2006.

Intellectual Property

As of June 30, 2006, we had $25,547,752 of intellEcproperty, accumulated amortization of $2,709,0623,991,167 of which resulted from the acgioisibf Opexe
$4,028,204 which pertained to the considerationl paidate to the University of Chicago for the wlavide license to technology developed at Argonnéaddal Laboratory
$112,400 stock payable to the University of Chicagorued at June 30, 2006 for 21,623 shaaed, $125,000 paid to the Shanghai Institute forldgjical Science, Chir
Academy of Science of the People’s Republic of @himereby it acquiredn exclusive worldwide license for the intellectpedperty rights and research results of an autale
T cell vaccine for rheumatoid arthritis. Of the $2%1,167 of acquired intangible assets, the fulbant is assigned to an inseparable group of paterdsiicenses that cani
function independently by themselves. The weiglateerage useful life of the intangible group aswfel30, 2006 is approximately 16 years. The wedyhterage useful life
the University of Chicago license as of June 3@&28 17.5 years.
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Accounting for Derivative | nstruments

Statement of Financial Accounting Standard No. 12®counting for Derivative Instruments and HedgiAgtivities,” as amended, requires all derivatives ti
recorded on the balance sheet at fair value. THeseatives are separately valued and accountedrfaur balance sheet. Fair values for securitaget in the open market ¢
derivatives are based on quoted market prices. ®Vimarket prices are not readily available, faiueal are determined using market based pricing raodedbrporating readi
observable market data and requiring judgment atithates.

The pricing model we use for determining fair valwé our derivatives is the Black Scholes Pricingddl. Valuations derived from this model are subjemngoing
internal and external verification and review. Thedel uses marketsurced inputs such as interest rates, exchange aad stock price volatilities. Selection of thegauts
involves management's judgment and may impactcenie.

In September 2000, the Emerging Issues Task Femeed EITF 09, "Accounting for Derivative Financial Instrumerindexed to and Potentially Settled il
Company's Own Stock, which requires freestandingtracts that are settled in a company's own stowtuding common stock warrants, to be designatedma equit
instrument, asset or a liability. Under the promisi of EITF 0019, a contract designated as an asset or a liabilist be carried at fair value on a company'sriz@aheet, wil
any changes in fair value recorded in the comparggsits of operations. A contract designated agquity instrument must be included within equiyd no fair valu
adjustments are required. In accordance with EITRA® in June 2006, we determined that certain oudiétg warrants to purchase our common stock shbaldeparate
accounted for as liabilities.

We have evaluated the provisions of the registnatights agreement that require us to pay registratelay payments in combination with the finahastrumen
and concluded that the combined instrument meetd¢finition of a derivative under SFAS 133.

The EITF recently deliberated the impact of liquethdamages clauses in registration rights agretsnaenl the effect on accounting and classificatibimstrument
subject to the scope of EITF 00-19 in EITF 0530% Effect of a Liquidated Damages Clause on a $teeeling Financial Instrument Subject to Issue 8®.19.The EITF ha
not reached a consensus on this issue and hasetktliberation until the FASB addresses certaiestjons which could impact a conclusion on thisiés Specifically, EIT
05-04 presents alternative views on whether the ligteid damages provisions in registration rightsements should be combined with or treated sepgriteh the associat:
financial instrument. As discussed above, we vik® registration rights agreement and the finanostrtument as one combined freestanding instruniétie EITF were t
adopt the view that the registration rights agremstould be viewed as a separate instrument fr@nfinancial instrument, we may have to accounafiditional derivatives.

We determined certain warrants to purchase our acomstock are derivatives that we are required tmact for as liabilities in our financial statem&nfs a resul
we report the value of these derivatives as cufiehilities on our balance sheet and we reporihgea in the value of these derivatives as operating gains or losses on
statement of expenses. The value of the derivatsresquired to be remeasured on a quarterly basi,is largely based on the market value of oamroon stock. Due to tl
nature of the required calculations and the langalver of shares of our common stock involved irhstadculations, changes in our common stock prieg result in significat
changes in the value of the derivatives and regpigjains and losses on our statement of expefibesaggregate balance sheet amount shown for tersetive liabilitie:
increased from $6,761,655 on December 31, 2008.66089,863 on June 30, 2006, resulting in a losk3¢?78,208 in the statements of expenses forixhmenths ended Ju
30, 2006.

Results of Operations and Financial Condition
Three Months Ended June 30, 2006 Compared witfiinee Months Ended June 30, 2005
Net SalesWe recorded no sales for the three months endesl3un2006 and 2005.

General and Administrative ExpensesOur general and administrative expenses increasgdgithe three months ended June 30, 2006, t68832 as compared
$2,677,941 from the same period in 2005. The irsea general and administrative expenses is dogply to the increase in stodkased compensation expense. In Janu:
2006, we adopted Statement of Financial Accourtiitemmdards No. 123 (revised 2004), “Share-Based Batyi{“*SFAS 123R")which requires the measurement and recogr
of compensation expense for all shaesed payment awards made to our employees ardaigéncluding stock options and restricted stbaked on estimated fair values.
elected to adopt the modified prospective transitioethod as provided by SFAS 123R and, accordingigr year results have not be restated. Stuaded compensati
expense recognized under SFAS 123R for the threghs@nded June 30, 2006 was $2,345,325.
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Research and Development ExpenseResearch and development expense increased to4$d125or the three months ended June 30, 2006pared to $611,212 for t
same period in 2005. The increase is primarilyteelao the initiation of the Phase Ilb clinicalairiand a higher allocation of facilities and ovexthecosts to research ¢
development due to increased development activities

Interest Expense.Interest expense was $184 for the three monthsdehaiee 30, 2006 compared to $4,450,955 for the gamied in 2005. Interest expense during 2
was due to notes payable that were outstandingnglihie second quarter of 2005 which were subselyueoverted into equity in June 2005, resultingaoteleration of tt
amortization of the discount related to the notes.

Gain (loss) on derivative instruments liabilitiesnet. We recognized a loss on derivative instruments3gh32,348 for the three months ended June 30, 200§ loss is
a result of the net unrealized (non-cash) changledrfair value of our derivative instrument liatids related to certain warrants.

Net loss.We had a net loss for the three months ended Jun2086, of $8,475,868, or $1.40 per share (bawicdiluted), compared with a net loss of $7,747, 6t(56.9¢
per share (basic and diluted), for the same parid@D05. The increase in net loss is primarily du¢he increase in stodkased compensation expense and loss on deri
instruments, offset in part by the decrease irrésteexpense.

Six Months Ended June 30, 2006 Compared with thé&8nths Ended June 30, 2005
Net SalesWe recorded no sales for the six months ended 30n2006 and 2005.

General and Administrative ExpensesOur general and administrative expenses decreaseugdthe six months ended June 30, 2006, to $47245as compared
$3,465,745 from the same period in 2005. The irsgea general and administrative expenses is dogply to the increase in stodkased compensation expense. In Janu:
2006, we adopted Statement of Financial Accourfiitemdards No. 123 (revised 2004), “Share-Based Patyir(“SFAS 123R")which requires the measurement and recogr
of compensation expense for all shhesed payment awards made to our employees ardadgéncluding stock options and restricted stbaked on estimated fair values.
elected to adopt the modified prospective transitioethod as provided by SFAS 123R and, accordingipr year results have not be restated. Stmaded compensati
expense recognized under SFAS 123R for the sixmsagrided June 30, 2006 was $2,829,716.

Research and Development ExpenseResearch and development expense increased td3$@62%or the six months ended June 30, 2006, ceedpa $1,255,476 for tl
same period in 2005. The increase is primarilyteelao the initiation of the Phase IIb clinicalafriand a higher allocation of facilities and ovexthecosts to research ¢
development due to increased development activities

Interest Expense.Interest expense was $613 for the six months edded 30, 2006 compared to $5,938,339 for the samedpin 2005. Interest expense during 2005
due to notes payable that were outstanding dur@@$ 2vhich were subsequently converted into equityune 2005, resulting in acceleration of the aizatibn of the discoul
related to the notes.

Gain (loss) on derivative instruments liabilitiesnet. We recognized a loss on derivative instruments3g2#3,208 for the six months ended June 30, 2008. [@ss is a
result of the net unrealized (non-cash) changberfdir value of our derivative instrument liabda related to certain warrants.

Net loss.We had a net loss for the six months ended Jun@@m, of $10,446,178, or $2.57 per share (basicdiluted), compared with a net loss of $11,495,0%
$10.78 per share (basic and diluted), for the spared in 2005. The decrease in net loss is prisnaie to the increase in stoblesed compensation expense and los
derivative instruments, offset in part by the deseein interest expense.

Recent Financing

In April 2006, we sold 4,600,000 common shares and warrantsrthpse 2,300,000 common shares for $23,000,00€rtain institutional and accredited invest
The warrants expire in five years and are exertgsab$6.50 per share. We have the right to caliviarrants commencing on June 29, 2007, if thergidsid price per share
our common stock equals or exceeds $13.00 for yweanhsecutive trading days in which the daily agerarading volume of the common stock is at le&0@0 share
Additionally, if a resale registration statemenhit effective for any period after April 13, 20Gfen the warrant holders may exercise their wésran a cashless basis dui
the period the resale registration statement iseffettive. If we fail to register, achieve effegness of registration or maintain effectiveneseegfstration of shares underly
the warrants and shares, we are required to matarcéquidated damage payments of 1.5% of theraffy per month for every month in default with aximum of 24% of th
aggregate amount invested.
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Liquidity and Capital Resources

Changes in cash flowCash used in operations for the six month periatbdrdune 30, 2006 increased from $3,126,763 fosdhee period in 2005 to $3,327,658. Cash used in
investing activities for the six month period endethe 30, 2006 increased from $76,356 in the sariechof 2005 to $465,229. The increase was dileetdicense payment
made to Shanghai Institute related to the licefgained during the period for its Rheumatoid AttibrT-cell technology and the purchase of laboratory mgent. Cash provide
from financing activities for the six month periedded June 30, 2006 was $21,163,763 as compa$dg469,961 for the same period of 2005. The inereess due to proceeds
from an equity financing in April 2006.

Historically, we have financed our operations pritgafrom the sale of its debt and equity secustieAs of June 30, 2006, we had cash of $19,931 642 current bur
rate is approximately $1 million per month excluglicapital expenditures. As a result of the ApriD@Ginancing, we believe have sufficient workingital to fund operatior
through the third quarter of 2007. Thereafter,wiktneed to raise additional capital to fund ounrking capital needs. We do not have any matedairnitments from investo
or any credit facilities available with financiastitutions or any other third parties. Therefave, expect that we will need to engage in best t&ffeales of our securities to re
needed working capital. There is no assurancentbatill be successful in any funding effort. Thdfee to raise such funds will necessitate theailment of operations.

Off-Balance Sheet Arrangements
As of June 30, 2006, we had no off-balance sheahgements.

Recent Accounting Pronouncements

Effective January 1, 2006, we adopted the provsmiStatement of Financial Accounting StandardsM8R, “Share-Based Payment” which establisheswating
for equity instruments exchanged for employee serwVe utilize the Black-Scholes option pricing rebid estimate the fair value of employee stocledasompensation at the
date of grant, which requires the input of highlpjective assumptions, including expected volgtéind expected life. Further, as required under SEA3R, we now estimate
forfeitures for options granted, which are not etpd to vest. Changes in these inputs and assumsptan materially affect the measure of estimaa@d/alue of our sharbasec
compensation. These assumptions are subjectivgemetally require significant analysis and judgmerdevelop. When estimating fair value, some efadhsumptions will be
based on, or determined from, external data aner @tfsumptions may be derived from our historigpeeience with stock-based payment arrangementsappropriate weight
to place on historical experience is a matter dfjjuent, based on relevant facts and circumstances.

For the period ended June 30, 2006, there wergh®s ohanges to our critical accounting policiegastified in our annual report of Form KEB for the year ende¢
December 31, 2005.

Risks Related to Our Business and Our Common Stock

The following factors affect our business and thdustry in which we operate. The risks and uncetitss described below are not the only ones thatfage
Additional risks and uncertainties not presentlpwn or that we currently consider immaterial magodhave an adverse effect on our business. If &thyeamatters discussed
the following risk factors were to occur, our biess, financial condition, results of operationshc#ows, or prospects could be materially advegraéfected.

Our business is at an early stage of development

Our business is at an early stage of developmeatdivhot have any products in latage clinical trials or on the market. We ard stithe early stages of identifyi
and conducting research on potential products. ©nb of our products has progressed to the stapein§ studied in human clinical trials. Our potehproducts will requir
significant research and development and preclirgiod clinical testing prior to regulatory approwalthe United States and other countries. We nwybe able to develop a
products, to obtain regulatory approvals, to entimical trials for any of our product candidates,to commercialize any products. Our product cdaidis may prove to hs
undesirable and unintended side effects or otharacteristics adversely affecting their safetyicaffy or coseffectiveness that could prevent or limit their .uday produc
using any of our technology may fail to provide theended therapeutic benefits, or achieve therapéenefits equal to or better than the standdrleatment at the time
testing or production.
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We have a history of operating losses and do n@é&xto be profitable in the near future

We have not generated any profits since our emtty the biotechnology business and have incurrgdifgiant operating losses. We expect to incur tholutl
operating losses for the foreseeable future andieascrease our research and development acsivitie expect our operating losses to increasefignily. We do not have a
sources of revenues and may not have any in tiesdeable future.

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

We need to obtain significant additional capitadaerces from sources including equity and/or déirricings, license arrangements, grants and/oatmmitive
research arrangements in order to develop produatscontinue the Comparsybusiness. We believe that we have sufficient wgrkcapital to finance operations through
third quarter of 2007. Thereafter, we will needa@e additional working capital. Our current buate is approximately $1million per month excludapital expenditures. T
timing and degree of any future capital requireraavitl depend on many factors, including:

« the accuracy of the assumptions underlying oumests for capital needs in 2006 and beyond;

scientific progress in our research and developrpesgrams;

« the magnitude and scope of our research and dewelapprograms and our ability to establish, enfence maintain strategic arrangements for resedmrglopmen
clinical testing, manufacturing and marketing;

« our progress with preclinical development and chitrials;

« the time and costs involved in obtaining regulatapprovals;

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

« the number and type of product candidates thatwsue.

Additional financing through strategic collaborat$o public or private equity financings, capitade transactions or other financing sources maypaatvailable ¢
acceptable terms, or at all. Additional equity finaag could result in significant dilution to ouloskholders. Further, if additional funds are obéai through arrangements v
collaborative partners, these arrangements mayreegs to relinquish rights to some of our techg@s, product candidates or products that we wothliérwise seek to devel
and commercialize by itself. If sufficient capitalnot available, we may be required to delay, cedihe scope of or eliminate one or more of ouggms, any of which cou
have a material adverse affect on our financiat@n or business prospects.

Our financial statements include substantial noeming gains or losses resulting from required daely revaluation under GAAP of our outstandingidative instruments.

Generally accepted accounting principles in thetéthStates require that we report the value ofacederivative instruments we have issued as culiailities or
our balance sheet and report changes in the vélirese derivatives as naperating gains or losses on our statement of tipaga The value of the derivatives is requiredb¢
recalculated (and resulting naperating gains or losses reflected in our statéroBoperations and resulting adjustments to treoeiated liability amounts reflected on
balance sheet) on a quarterly basis, and is bas¢bdeomarket value of our common stock. Due tortheire of the required calculations and the lang@lver of shares of o
common stock involved in such calculations, changesir common stock price may result in significehanges in the value of the derivatives and tiegugains and losses
our statement of operations.

Clinical trials are subject to extensive regulatogguirements, very expensive, ticasuming and difficult to design and implementr @roducts may fail to achie
necessary safety and efficacy endpoints duringcdiririals.

Human clinical trials are very expensive and diffi¢o design and implement, in part because theysabject to rigorous regulatory requirements. @livgcal trial
process is also time consuming. We estimate tlratal trials of our product candidates will takeleast several years to complete. Furthermorkjréacan occur at any stage
the trials, and we could encounter problems thaseaus to abandon or repeat clinical trials. Thmmmencement and completion of clinical trials maydatayed by sever
factors, including:

« unforeseen safety issues;

« determination of dosing issues;

« lack of effectiveness during clinical trials;

« slower than expected rates of patient recruitment;

« inability to monitor patients adequately duringafter treatment; and

« inability or unwillingness of medical investigatdrsfollow our clinical protocols.

In addition, we or the FDA may suspend our clinigéls at any time if it appears that we are exppgparticipants to unacceptable health risks ahéf FDA find:
deficiencies in our IND submissions or the condfdhese trials.
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We are dependent upon our management team andlerameber of employees.

Our business strategy is dependent upon the skisknowledge of our management team. We belieaettie special knowledge of these individuals giues
competitive advantage. If any critical employeevtss we may be unable on a timely basis to hirallé replacements to operate our business. Weopks@ate with a very sm
number of employees and thus have little or no bpdaapability for their activities. The loss of thervices of any member of our management teareoloss of a number
other employees could have a material adverseteffeour business.

We are dependent on contract research organizat@musother contractors for clinical testing and foertain research and development activities, thestiming an:
adequacy of our clinical trials and such researdiwties are, to a certain extent, beyond our coht

The nature of clinical trials and our businesstetg requires us to rely on contract research dzgéions, independent clinical investigators anideotthird part
service providers to assist us with clinical tegtamd certain research and development activilies result, our success is dependent upon thessiof these outside partie
performing their responsibilities. Although we ¢ our contractors are economically motivated édgsm on their contractual obligations, we candéctly control th
adequacy and timeliness of the resources and és@epplied to these activities by our contracttfreur contractors do not perform their activitiesan adequate or time
manner, the development and commercialization ofloug candidates could be delayed.

Our current research and manufacturing facilitynist large enough to manufacture future stem cell &rcell therapies.

We conduct our research and development in a 16s60@re foot facility in The Woodlands, Texas, whiscludes a 1,200 square foot suite of three rofamnshe
future manufacture of stem cell and T-cell theragglgough Phase Il trials. Our current facilitynist large enough to conduct future commers@dle manufacturing operatio
We will need to expand further our manufacturirgffsand facility, obtain a new facility or contrasith corporate collaborators or other third partie assist with future dr
production.

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

We may arrange with third parties for the manufeetf our future products. However, our third-pasturcing strategy may not result in a ceffective means f
manufacturing our future products. If we employrdiparty manufacturers, we will not control many aspexd the manufacturing process, including comméby these thii
parties with the FDA’s current Good Manufacturincga®ices and other regulatory requirements. Weh&urimay not be able to obtain adequate supplias ftard-party
manufacturers in a timely fashion for development@mmercialization purposes, and commercial gtiestof products may not be available from contraenufacturers
acceptable costs.

Patents obtained by other persons may result ningément claims against us that are costly to Wefend which may limit our ability to use the disglitechnologie
and prevent us from pursuing research and developorecommercialization of potential products.

A number of pharmaceutical, biotechnology and oftmmpanies, universities and research institutivenge filed patent applications or have been isqueagdnt
relating to cell therapy, stem cells,c&lls, and other technologies potentially releveantor required by our expected products. We cammetlict which, if any, of suc
applications will issue as patents or the clainad thight be allowed. We are aware that a numbeopfpanies have filed applications relating to stetts. We are also aware
a number of patent applications and patents clajmse of stem cells and other modified cells tattcésease, disorder or injury.

If third party patents or patent applications camtelaims infringed by either our licensed techmploor other technology required to make and usepatentia
products and such claims are ultimately determioduk valid, there can be no assurance that wednmeilable to obtain licenses to these patentgedsonable cost, if at all,
be able to develop or obtain alternative technaldigywe are unable to obtain such licenses at samable cost, we may not be able to develop sobdupts commercially. The
can be no assurance that we will not be obligedkefend ourselves in court against allegations ffngement of third party patents. Patent litigatis very expensive and col
consume substantial resources and create sigrtificasertainties. An adverse outcome in such acuitd subject us to significant liabilities to tthiparties, require disput
rights to be licensed from third parties, or requis to cease using such technology.
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If we are unable to obtain future patents and otr@prietary rights our operations will be signiéintly harmed

Our ability to compete effectively is dependentpiart upon obtaining patent protection relating to technologies. The patent positions of pharmacauanc
biotechnology companies, including ours, are umdéernd involve complex and evolving legal anddatfuestions. The coverage sought in a patenicapipin can be denied
significantly reduced before or after the patensssied. Consequently, we do not know whether #tenp applications for our technology will resultthe issuance of patents
if any future patents will provide significant peation or commercial advantage or will be circunteenby others. Since patent applications are seerdtthe applications a
published (usually eighteen months after the estrlégfective filing date), and since publication difcoveries in the scientific or patent literatuften lags behind actt
discoveries, we cannot be certain that the inventdrour licensed patents were the first to makeitiventions covered by the patent applicationthat the licensed pate
applications were the first to be filed for suchéntions. There can be no assurance that patehtssuie from the patent applications or, if issutht such patents will be
commercial benefit to us, afford us adequate ptimtiedrom competing products, or not be challengedeclared invalid.

Our competition includes fully integrated biophameatical and pharmaceutical companies that havaiB@ant advantages over us

The markets for therapeutic stem cell products,tipial sclerosis products, and rheumatoid arth@atis highly competitive. We expect that our mosn#igant
competitors are fully integrated pharmaceutical pames and more established biotechnology compaffesse companies are developing stem lzadled products and tt
have significantly greater capital resources amketise in research and development, manufactur@sging, obtaining regulatory approvals, and m@émkethan we currently d
Many of these potential competitors are furthenglin the process of product development and gi&vate large, comparfynded research and development programs.
result, our competitors may develop more competitiv affordable products, or achieve earlier papgotection or product commercialization than we able to achiev
Competitive products may render any products odypcbcandidates that we develop obsolete.

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

Our business depends on two licenses from thirlgsarAdditionally, any business relating to a T gaccine for rheumatoid arthritis depends upditense from th
Shanghai Institute for Biological Science. Theskdtiparty license agreements impose obligationsusnsuch as payment obligations and obligationdiligently pursu
development of commercial products under the liedrgatents. If a licensor believes that we havedad meet our obligations under a license agreéntiee licensor could se
to limit or terminate our license rights, which @lead to costly and timeensuming litigation and, potentially, a loss o€ tlicensed rights. During the period of any ¢
litigation, our ability to carry out the developmiemd commercialization of potential products cdogdsignificantly and negatively affected. If oizense rights were restrictec
ultimately lost, our ability to continue our busisebased on the affected technology platform cbeldeverely adversely affected.

Restrictive and extensive government regulatiodcsiow or hinder our production of a cellular proct.

The research and development of stem cell therapisabject to and restricted by extensive regutaby governmental authorities in the United Stated othe
countries. The process of obtaining U.S. Food anghDAdministration, or FDA, and other necessarytatpry approvals is lengthy, expensive and unaeri&é/e may fail t
obtain the necessary approvals to continue ouareseand development, which would hinder our gbtlit manufacture or market any future product.

To be successful, our product candidates must beped by the health care community, which candwg slow to adopt or unreceptive to new technolegiac
products.

Our product candidates, if approved for marketimgy not achieve market acceptance since hospitaysicians, patients or the medical community inegal ma'
decide to not accept and utilize these products. gfleduct candidates that we are attempting toldpwepresent substantial departures from estaisteatment methods ¢
will compete with a number of more conventionalgirand therapies manufactured and marketed by rphgmaceutical companies. The degree of markefpsaece of any
our developed products will depend on a numbeacioks, including:

« our establishment and demonstration to the medaaimunity of the clinical efficacy and safety ofrquoduct candidates;

« our ability to create products that are superialternatives currently on the market;

« our ability to establish in the medical communite potential advantage of our treatments overratere treatment methods; and
« reimbursement policies of government and thirdyppdyers.
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If the health care community does not accept oadpets for any of the foregoing reasons, or for atiner reason, our business would be materiallynbdr

There is currently a limited market for our commsinck, andany trading market that exists in our common stoeky be highly illiquid and may not reflect
underlying value of the Company’s net assets oiness prospects

Although our common stock is currently traded o @T'C Bulletin Board, there is currently a limitedrket for our common stock and there can be narasse the
an improved market will ever develop. Investorseaetioned not to rely on the possibility that ative trading market may develop.

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

In the past, following periods of market volatility the price of a company’'securities or the reporting of unfavorable nesesurity holders have often instituted ¢
action litigation. If the market value of our commstock experiences adverse fluctuations and werbecénvolved in this type of litigation, regardlesfsthe outcome, we cot
incur substantial legal costs and our managemattestion could be diverted from the operation af business, causing our business to suffer.

Future sales of our common stock in the public raaclould lower our stock price

We may sell additional shares of common stock imseguent public or private offerings. We may aksué additional shares of common stock to finaoterd
acquisitions. We cannot predict the size of futsstiances of our common stock or the effect, if, aimgt future issuances and sales of shares of@mumon stock will have ¢
the market price of our common stock. Sales of tsuitigl amounts of our common stock, or the pefoapthat such sales could occur, may adverselycgffeevailing marke
prices for our common stock.

We presently do not intend to pay cash dividendsusrcommon stock

We currently anticipate that no cash dividends élpaid on the common stock in the foreseeabledutWhile our dividend policy will be based on thgeratin
results and capital needs of the business, it ticipated that all earnings, if any, will be retaghto finance the future expansion of the our kessn Therefore, prospect
investors who anticipate the need for immediaterne by way of cash dividends from their investrsduld not purchase the shares offered in thigioffe

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

Management is responsible for establishing and tamimng adequate internal control over our finahcgporting. Our principal executive officer andinmipal
financial officer, after evaluating the effectiveseof our disclosure controls and procedures (&setkin the Securities Exchange Act of 1934 (ExgeAct) Rules 1345(e’
and 15d15(e) as of June 30, 2006, have concluded thatlisalosure controls and procedures are not effedtiproviding reasonable assurance that informatguired to k
disclosed by us in the reports that it files ormitb under the Exchange Act is recorded, processedmarized and reported within the time perioéxgigd in the Commissior
rules and forms.

We identified deficiencies in our internal contrelsd disclosure controls related to the expensegretion of stockbased compensation. We are in the proce
improving our internal control over financial refing in an effort to remediate these deficiencie®ugh improved supervision and training of ourcacting staff. Thes
deficiencies have been disclosed to our Board oédddrs. We believe that this effort is sufficiéatfully remedy these deficiencies and we are oauitig our efforts to improy
and strengthen our control processes and procedDwe<Chief Financial Officer and directors willrdtinue to work with our auditors and other outsidisors to ensure that
controls and procedures are adequate and effective.

(b) Changes in Internal Control Over Financial Reporting.
Our management, with the participation of the pgatexecutive officer and principal financial afir, have concluded there were no significant caarig ou

internal controls over financial reporting that omed during our last fiscal quarter that has nmallgraffected, or is reasonably likely to matelyadffect, our internal control ov
financial reporting.
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PART Il

OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

None.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES ANDSE OF PROCEEDS.

On April 13, 2006, we sold 4,600,000 common shamd warrants to purchase 2,300,000 common shares2®)000,000 to certain institutional and accex
investors. This transaction was exempt from regfigtn pursuant to Section 4(2) of the Securities #c1933 and did not involve any possible offerangd was sold to a limits
group of investors. In connection with this trartgat we paid commissions and fees to their bralealer placement agent, MDB Capital Group LLC (“MIpBand anothe
broker dealer for services in connection with tleasaction an aggregate of $1,758,350 and issueB did another broker dealer three year warrangsitchase an aggregate
213,720 shares of common stock at an exercise pfi$6.00 per share. Each recipient either receadstjuate information about us or had access,ghremployment or oth
relationships, to such information, and we deteadithat each recipient had such knowledge and exer in financial and business matters that thegevable to evaluate 1
merits and risks of an investment in us. The recits of securities represented their intentionciguae the securities for investment only and nihwa view to or for sale
connection with any distribution thereof and appiaie legends were affixed to the share certifieaed other instruments issued in such transactivesfiled a registratic
statement with the Securities and Exchange Comanissn May 12, 2006 in order to register the reséline shares of common stock issued pursuantet@tansaction and t
shares issuable upon exercise of the warrantsrddistration statement was declared effective ore B9, 2006. If the registration statement ceasesnhain effective, we ha
agreed to pay the investors liquidated damagess8b bf the amount invested per 30 day period dusingh failure, up to 24% of the aggregate amourgsted.

In May and June 2006, we issued 343,500 optionswardants to directors, officers, and former diogstat prices ranging from $5.00 to $9.80, expifiegween 2011 ai
2016. These transactions were completed pursuaBedtion 4(2) of the Securities Act of 1933 and wad involve any public offering and was issuedattimited group c
persons. Each recipient either received adequédemation about us or had access, through employwreather relationships, to such information, avetletermined that ea
recipient had such knowledge and experience iméirh and business matters that they were ablgdtuate the merits and risks of an investment inAlisssuances were ma
by our officers who received no commission or otte@nuneration. The recipients of securities repriesktheir intention to acquire the securitiesifimestment only and not wi
a view to or for sale in connection with any distition thereof and appropriate legends were affteethe share certificates and other instrumestseid in such transactions.

ITEM 3 DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITMOLDERS.

None.

ITEM 5. OTHER INFORMATION.

None.
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ITEM 6. EXHIBITS.

Exhibit 3.1 Articles of Amendment and Restatement of the Aesabf Incorporation of Opexa Therapeutics, Inc. (1)

Exhibit 10.1 Employment Agreement between Opexa Therapeuticsalnd David B. McWilliams (1)

Exhibit 31.1 Chief Executive Officer Certification Pursuant tecBon 13a-14 of the Securities Exchange Act (1)

Exhibit 31.2 Chief Financial Officer Certification Pursuant tection 13a-14 of the Securities Exchange Act (1)

Exhibit 32.1 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbadeley Act of 2002 (1)
Exhibit 32.2 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbadeley Act of 2002 (1)

(1) Filed herewith.

SIGNATURES

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

Opexa Therapeutics,
Inc.

By: /s/ David B. McWilliams
David B. McWilliams, CEO

By: /s/ Lynne Hohlfeld
Lynne Hohlfeld, CFO

Date: August 11, 2006
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Exhibit 3.1

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

This Amended and Restated Employment Agreemertt {(fareement”) is made and effective as of thé%y of June, 2006, by and between David B. Mc\Wiik
(hereinafter referred to as “Employee”) and OpeRarapeutics, Inc. (hereinafter referred to as “@ppxamends and restates that certain Employment Agreeitective Apri
23, 2004, by and between Employee and Opexa (“@aighgreement”).

WITNESSETH:
WHEREAS , Employee is employed by Opexa pursuant to thgi@ai Agreement;
WHEREAS , Opexa desires to retain key executives and premhair dedication;

WHEREAS , Opexa$ success requires the protection of its intelldcpwoperty, proprietary information and goodwilidaOpexa is willing to employ Employ¢
subject to the terms and conditions below;

WHEREAS , the Employee and Opexa jointly wish to make ¢erthanges to the Original Agreement to more adelyaeflect the understanding between them.

NOW, THEREFORE , for and in consideration of the employment by &pehe compensation and other remuneration pald@abe paid by Opexa and receive(
the Employee for such employment, and for otherdgard valuable consideration, the receipt and @efity of which are hereby acknowledged by Emplojtee agreed by ar
between the parties hereto as follows:

1. Employment

Opexa agrees to employ the Employee, and Emplogezes that Employee will devote Employee’s full quotive time, skill, and best efforts during Empeess
employment to such duties as may be reasonablgrassito Employee. Employee will faithfully and déintly endeavor to further the best interests aé@pduring Employee’
employment. The foregoing, however, shall not préelthe Employee from (i) engaging in appropriat&ccharitable, professional or trade associatiativities or (ii) subjec
to Board of Director written approval, serving omecor more other boards of directors of public wvgie companies, as long as such activities andcgs do not conflict wit
the responsibilities to Opexa.

2. Duties and Title

Employee shall continue to have the title of anallsict as the Chief Executive Officer and a Diceaf Opexa. Employee shall have the following mespbilities an
duties as Chief Executive Officer: Employee sheplart to Opexa Board of Directors, shall have general supermsiover the operations of Opexa and will have sitbie
duties and responsibilities consistent with hisitias as Chief Executive Officer, as may reasondigyassigned to Employee by Opexa’s Board of Diredrom time to time.
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3. Term of Employment

The term of employment of Employee is through Jise2008, subject to termination pursuant to SaddioThe term of employment shall be extended fofitioona
successive periods of 1 year unless the Board refcRirs provides the Employee ninety (90) daysteminotice prior to such termination date.

4. Compensation

As compensation, Opexa shall pay Employee a safayminimum of $275,000 per year, subject to uglhadjustment, paid consistent with the then payattice
of Opexa. In addition, at the discretion of the Bba compensation committee or the entire Board oé®@ars, Employee shall be eligible to be paid amuahbonus of ca:
and/or the grant of Opexa’s securities pursuafexa then existing stock compensation plan.

5. Benefits

Opexa will provide Employee with the benefits andurance coverage as generally provided by Opexs tmanagement employees, but only if and whern
benefits and/or coverage are provided. If provideath benefits and insurance coverages may be etidnygOpexa from time to time.

6. Termination

The Employee’s employment hereunder may be teredhatior to the term provided for in Section 3 onhder the following circumstances:

6.1 Death. The Employee’s employment shall terminate autazaby on the date of his death.
6.2 Disability . If a Disability (as defined below) occurs andcintinuing, the Employee's employment shall tert@nE80 days after Opexa gives

Employee written notice that it intends to terméats Employment on account of that Disabilityporsuch later date as Opexa specifies in suchendfithe Employee resurr
the performance of substantially all of his dutiesler this Agreement before the termination becoeffextive, the notice of intent to terminate shazl deemed to have b
revoked. Disability of Employee shall not prevemqge®a from making necessary changes during thegefi@mployee’s Disability to conduct its affaifRisability” shall mea
that the Employee, with reasonable accommodatias bleen unable to perform his essential dutiesrthieAgreement for a period of at least six causiee months as a res
of his incapacity due to injury or physical or maritiness, any disability as defined in a disabilnsurance policy which provides coverage for Emeployee, or any disability
defined by the Americans with Disabilities Act (20, Public Law 101_336, 42 U.S.C.A. § 12Hkeq.

Page 2 of 11




6.3 Employeés Voluntary Termination The Employee may terminate his employment atteng upon 90 days’ prior written notice to Opexa.

6.4 Termination by Opexa Without CausdJpon written notice by Opexa, a majority of theaBd of Directors of Opexa may terminate Employee’
employment without Cause (as defined below). Ugsmination without Cause the Employee shall betledtto the following severance:

0] twelve months base salary at the rate in effecpfagided for by Section 4 of this Agreement) & time of such termination, to be paid monthly;
(i) any annual bonus earned but not yet paid as afdteof termination;
(iii) any accrued vacation pay;
(iv) reimbursement for expenses incurred but not yet paor to such termination of employment;

(v,

-~

any other compensation and benefits, including rdedecompensation, as may be provided in accordaite the terms and provisions of ¢
applicable plans and programs of Opexa; and

(vi) any and all stock options granted to Employee gadermination shall provide that (a) all vestsahedules shall accelerate for a 12 month perid
(b) Employee shall have 90 days from terminatiomxercise any such stock options or other derieasiecurities granted pursuant to any Opexa’
then existing stock compensation plan.

6.5 Termination by Opexa With Causé&pon written notice by Opexa, a majority of theaBd of Directors of Opexa may terminate Emplogeshploymer
with Cause. Upon termination with Cause, Employe&llsot be entitled to any severance describe8eation 6.4(i)-(i). Any written notice of termination for Causeadl
specify the particular act or acts, or failure b, avhich is or are the basis for the decisionadesminate the Employee's employment for Causau$@”as used herein shall
limited to (i) the conviction of the Employee forfelony; or (ii) a finding of fact in a civil judgent, binding arbitration award or binding mediatimard that the Employ
breached the then existing Opex&ode of Ethics. If such conviction or findingfatt is overturned on appeal, the Employee sha#iriiled to the payments and the econc
equivalent of the benefits that the Employee wddde received as a result of a termination of thplgyees employment by Opexa without Cause and shall inebtesed a
legal fees and expenses incurred by Employee iddfense of his actions that constituted the lakyadbitration, mediation and/or appeal.
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6.6 Defacto Termination Opexa shall be deemed to have terminated Emplaytbeut Cause upon: (i) Opexa requiring Employeermtove his principi
place of residence from the Woodlands, Texas aréa perform regular duties that could reasonalelyekpected to require either such move againstisis or to spend amout
of time each week outside of the Houston, Texaa arkich are unreasonable in relation to the duties responsibilities of the Employee hereunde);diiy reduction i
Employee’s duties or titles as set forth in SecBabove; or (iii) any reduction in Employee’s swglas set forth in Section 4.

6.7 Change of Contral The effectiveness of a Change of Control (asnéeffibelow) shall be deemed a termination withouseaUpon the effectiveness «
Change of Control, Opexa shall pay the Employee:

(i) the greater of: (a) the compensation as set fortSdction 4 for the remaining term of this Agreemas set forth in Section 3 and the sever
awarded pursuant to Section 6.4 (ii)-(v) abovepdrthe severance awarded pursuant to Section)-§¥@bove; and

(i) any and all stock options granted to Employee gadhe Change of Control shall vest immediatelgruthe effectiveness of the Change of Control.

“Change of Control” as used herein shall mean ttleioence of the following events:

0] A sale, transfer, or other disposition by Opexatigh a single transaction or a series of transasticurring within a 9@ay period of securities
Opexa representing Beneficial Ownership (as deflmeldw) of fifty (50%) percent or more of the comédl voting power of Opexa then outstani
securities to any “Unrelated Person” or “UnrelalRatsons” acting in concert with one another. Fapgpses of this definition, the term “Persasifal
mean and include any individual, partnership, jeimture, association, trust corporation, or otmity [including a “group’as referred to in Secti
13(d)(3) of the Securities Exchange Act of 1934aasended (“1934 Act”)]. For purposes of this defom, the term “Unrelated Persoshall mea
and include any Person other than the Employeex&@ewhollyewned subsidiary of Opexa, an existing shareholtean employee benefit plan
Opexa; provided however, a sale of Opexa’s seesriti a capital raising transaction shall not ihange of Control.

(ii) A sale, transfer, or other disposition throughreyk& transaction or a series of transactions oswuwithin a 90day period of all or substantially all
the assets of Opexa to an Unrelated Person or &tadePersons acting in concert with one another.

(iii) A change in the ownership of Opexa through a sitrglesaction or a series of transactions occuntitgin a 90day period such that any Unrela
Person or Unrelated Persons acting in concert with another become the “Beneficial Ownedijfectly or indirectly, of securities of Ope
representing at least fiftyne (51%) percent of the combined voting power péxa then outstanding securities. For purposekisfAgreement, tk
term “Beneficial Owner” shall have the same mearg@agiven to that term in Rule 13dpromulgated under the 1934 Act, provided that liegge:
of voting securities is not deemed to be the BeraflOwner of the securities prior to its acqu@itiof voting rights with respect to the securities.

(iv) Any consolidation or merger of Opexa with or into Enrelated Person, unless (i) immediately afterdbnsolidation or merger the holders of
common stock of Opexa immediately prior to the otidation or merger are the beneficial owners ofusities of the surviving corporati
representing at least fifty-one (51%) percent ef tbmbined voting power of the surviving corporat®then outstanding securities or (i) Emplc
continues to serve as Chief Executive Officer atterconsolidation or merger.
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7. Confidential and Proprietary Information; Documents

7.1 Opexa shall provide Employee with information dedmecret and confidential by Opexa. Such secretofidential information or knovirow of Opex
(referred to collectively as “Confidential Inforni@at”) shall include, without limitation, the followinghé status and plans for research and developmextérials, cells, tissue
and other biological samples and specimens; celkihg methods, apparatus, and services; pendingptarthed patent applications (until published bg Batent Office
invention disclosures; research and technical dathinformation; methods of creating, preparing] asing stem cells and other biological materiiéense, sublicense, a
other agreements relating to intellectual propeights; Opexas plans; customer or contact information; contpunhformation; strategies, costs, prices, usepjiegtions o
products and services; results of and data frorestigations or experiments; all apparatus, prodymtscesses, compositions, samples, formulas, campuograms, pricir
policy, financial information, and methods of doibgsiness; policy and/or procedure manuals, trgiaimd recruiting procedures; accounting proceduhesstatus and content
Opexa’s contracts with its contributors, clientedacustomers; Opex&’business philosophy, and servicing methods acdnigues; all at any time used, developec
investigated by Opexa, before or during the Empddy/éenure of employment, which are not generathilable to the public or which are maintained asfilential by Opexa.

7.2 Employee recognizes and acknowledges that Empleyitehave access to certain information of Opexattis confidential and proprietary ¢
constitutes valuable and unique property of Op&maployee agrees that Employee will not at any tigither during or subsequent to Employeemployment, disclose
others, use, copy or permit to be copied, excepunsuance of Employee’s duties on behalf of Op&gauccessors, assigns or nominees, any Conidiémformation or know-
how of Opexa (whether or not developed by the Egg®d without Opexa prior written consent. Employee further agreeméintain in confidence any confidential informa
of third parties received as a result of Employessloyment with Opexa.

7.3 Employee further agrees to deliver to Opexa atti¢hnmination of Employes’ employment all biological materials correspon@emiemoranda, nott
records, drawings, sketches, plans, customer,tcied/or contributor lists, product compositionspther documents and all copies thereof (all ofcwtare hereafter referred
as the “Documents”), made, composed or receiveBirhployee, solely or jointly with others, and whiate in Employee possession, custody, or control at such datevéitzh
are related in any manner to the past, preserniicipated business of Opexa. In this regard, Byg# hereby grants and conveys to Opexa all riglet,and interest in and |
including without limitation, the right to possessint, copy, and sell or otherwise dispose of, bigfogical materials, reports, records, papersmanes, photographs, drawir
or other documents, and writings, copies, abstacssimmaries thereof, or any other works of awthipgr, which may be prepared by Employee or undepl&yee’s direction o
which may come into Employee’s possession in any ewing the term of Employeg’employment with Opexa which relate in any martoehe past, present or anticipe
business of Opexa.

7.4 Employee further agrees that Employee will not,imyrEmployees employment, receive from persons not employedpgxa, any confidenti
information not belonging to Opexa, unless a valtigeement is signed by both an officer of Opexalanthe disclosing party that states that Opexanwit be in a confidenti
relationship with the disclosing party. Employeettier agrees that Employee will not use or disctosether employees of Opexa, during Emplogeshployment with Opex
confidential information belonging to Employegormer employers, or any other third parties ssberitten permission has been given by such psrgsb®pexa to use and
disclose such information.

7.5 In the event of a breach or threatened breach pfoahe provisions of Section 7, Opexa shall bétled to an injunction ordering the return of s
Documents and any and all copies thereof and iestgaEmployee from using or disclosing, for Empdeys benefit or the benefit of others, in whole opart, any Confidenti
Information, including but not limited to the Codéintial Information which such Documents contaiangtitute, or embody. Employee further agrees #mt breach ¢
threatened breach of any of the provisions of $acti would cause irreparable injury to Opexa foiiclht would have no adequate remedy at law. NatHierein shall k
construed as prohibiting Opexa from pursuing ameotemedies available to it for any such breadin@atened breach, including the recovery of dasag
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8. Noncompetition/No-Hire Agreement

8.1 Employee agrees that, from the date hereof untiedod of one year following the date of the teration of Employees employment (tt
“Noncompetition Period”)Employee will not directly or indirectly, either @n employee, employer, consultant, agent, prihcymatner, corporate officer, director, or in i
other individual or representative capacity, engagpatrticipate in any “Competitive Business” angsh in the United States of America (the “Noncoritjoet Territory”). As
used herein, a “Competitive Business”defined as any business relating developinglagdnis cellular therapies to treat several majoedises, including multiple sclerc
(MS), rheumatoid arthritis, diabetes, and cardioués disease, which Opexa is currently involveavidrbe involved during the term of this Agreement

8.2 Employee further agrees that from the date heretf a period of two years following the date oktkermination of Employes’employment (tk
“Nonsolicitation Period”and within the Noncompetition Territory Employedlwiot, directly or indirectly, either as an empé®y employer, consultant, agent, principal, pay
corporate officer, director, or in any other indiual or representative capacity, call on, soli@gruit, or attempt to call on, solicit, or recruitr attempt to hire any of t
employees of Opexa, regardless of whether for émetit of the Employee or for any other persomfior corporation.

8.3 Employee shall not during the Nonsolicitation Pdrand within the Noncompetition Territory, eitheredtly or indirectly (i) make known to a
Competitive Business the names and addresses affadgexa’s customers or contacts or aftiyer information pertaining to such persons oiiresses or (ii) call on, solicit,
take away, or attempt to call on, solicit or takeag any of the customers of Opexa with whom Empdobecame acquainted during Emplogeassociation with Ope»
regardless of whether for the benefit of the Emetogr for any other person, firm or corporation.

8.4 Employee agrees that the restraints created bycélvenants in Section 8 are no greater than neges$saprotect Opexa& legitimate interest
Furthermore, Employee agrees that such covenarectfon 8 do not hinder, or otherwise cause hgdshEmployee in finding and performing employmeigewhere upc
termination of this Agreement. Similarly, Employagrees that Opexaheed for the protection afforded by the covenah®ection 8 is not outweighed by either the hiaigisc
Employee or any injury likely to the public.

8.5 Employee agrees that this Section 8 is ancillaryhte Agreement, and independent of any other ageeé related to Employeg’employment wit
Opexa, and Employee acknowledges that the considiergiven by Opexa for this Agreement includes &g agreement to provide to the Employee accesst€tmfidentic
Information, as well as employment. Further, thestexce of any claim or cause of action of Emploggainst Opexa or any officer, director, or emp®wé Opexa, wheth
predicated on this Agreement or otherwise, shallaomstitute a defense to the enforcement by Opémployees covenants contained in this Agreement. In additibis
Agreement shall continue to be binding upon Emptoyeaccordance with its terms, notwithstandingtérenination of Employee’s employment.

8.6 Employee agrees that Employgdireach or violation, or threat thereof, of thiz¥)enant not to compete shall entitle Opexa, as temaf right, to a
injunction without the necessity of posting borgsued by any court of competent jurisdiction, estng any further or continued breach or violatarthis covenant. Such ric
to an injunction shall be cumulative and in additto, and not in lieu of, any other remedies toalihDpexa may show itself justly entitled. Furttduring any period in whic
Employee is in breach of this covenant not to campée time period of this covenant shall be edéehfor an amount of time that Employee is in bheac
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9. Inventions and Other Intellectual Property

9.1 Employee agrees to hold in complete trust for theefit of Opexa, and to disclose promptly and fadlyOpexa in writing, and hereby assigns, and t
Employee$ heirs, executors, administrators, and all legptesentatives to assign, to Opexa any and alhtiores, discoveries, ideas, concepts, improvememigyrightabli
works, biological materials, and other developmédalisof the above are collectively referred totlas “Developments”onceived, made, discovered or developed by hifaly
or jointly with others, during Employee’s employnidary Opexa, whether during or outside of usual wagkhours and whether on Opeggremises or not, which relate in .
manner to the past, present or anticipated busofe@pexa. Any and all such Developments shallhigesble and exclusive property of Opexa, whethtgmpable, copyrightabl
or neither, and Employee agrees that Employeeasdist and fully cooperate in every way, at Opexxpense, in securing, maintaining, and enfordmgthe benefit of Ope»
or its designee, patents, copyrights or other tygfgzroprietary or intellectual property protectitor such Developments in any and all countriesplbyee acknowledges a
agrees that any and all such Developments conceivedted, or authored by him within the scoperplyee’s employment is a “work made for hiras’ defined by the fede
copyright laws, and therefore all copyrights in aadsuch works are and will be owned by Opexa. ieoextent that Employee authors any copyrightaldgwn any mediur
during the Term of this Agreement which relategertains in any way to Opexa or any of the openatior activities of either and which was not pregawithin the scope
Employees employment, Employee hereby assigns all rigtie, tand interest, including but not limited to &tyhts of copyright, in and to such works to OpeWdéthin six
months following the termination of Employseemployment, and without limiting the generaliiytioe foregoing, any Development of the Employelatiieg to any Opex
subject matter on which Employee worked or wasrimgd during Employes’employment by Opexa shall be conclusively presutaénave been conceived and made pri
the termination of Employee’s employment (unless Bmployee clearly proves that such Development ecaxeived and made following the termination of fogee’s
employment), and shall accordingly belong, anddsggmed, to Opexa and shall be subject to this égsent.

9.2 Without limiting the foregoing, Employee agreesthé request of Opexa (but without additional conga¢ion from Opexa during Employee’
employment by Opexa) to execute any and all papedsperform all lawful acts which Opexa deems reagsfor the preparation, filing, prosecution, andintenance «
applications for United States and foreign let{gagent, or for United States and foreign copyrigbts the Developments, and to execute such institsrees are necessary
convenient to assign to Opexa, its successorgrassi nominees, all of the Employseight, title, and interest in the Developmentd #re like, so as to establish, maintai
perfect, in Opexa, its successors, assigns or remgjrthe entire right, title, and interest to trev&opments, and also to execute any instrumemisssary or which Opexa v
deem desirable it connection with any continuatiengwal or reissue thereof, or in the conductngfroceedings or litigation in regard thereto.

9.3 All expenses incurred by the Employee by reasoth@fperformance of any of the obligations set famtthis Section 9 on Inventions shall be born
Opexa. Should the Employee’s assistance be reqliegt®pexa after termination of employment, Opexalld compensate the Employee at a reasonable rate.

Page 7 of 11




10. Conflicts of Interest

10.1 In keeping with Employes’fiduciary duties to Opexa, Employee agrees thaplByee shall not, directly or indirectly, beconmealved in any conflic
of interest with reference to any transaction guarpunity including Opexa (“Conflict”)or upon discovery thereof, allow such a Confliccémtinue. Moreover, Employee agr
that Employee shall promptly disclose to the Baafr@®pexa any facts which might involve any reasdagossibility of a Conflict. Employee shall maiimtéahe highest standar
of conduct, and shall not do anything likely touirg the reputation or goodwill of Opexa, or embssrar otherwise generate adverse publicity forrorgbunwanted attention
Opexa.

10.2 It is agreed that any direct or indirect inter@stdonnection with, or benefit from any outsideiaties, particularly commercial activities, whidhteres
might in any way adversely affect Opexa or anyt®fubsidiaries or affiliates, involves a possiBtanflict. Circumstances in which a Conflict on thart of Employee would
might arise, and which should be reported immebjidtg Employee to an officer of Opexa, include, tvaitit limitation, the following: (a) ownership ofraaterial interest ii
acting in any capacity for, or accepting directhjirtdirectly any payments, services or loans frosupplier, contractor, subcontractor, customertbeioentity with which Ope>
does business; (b) misuse of information or faesito which Employee has access in a manner whiltlibe detrimental to Opexa’interest; (c) disclosure or other misus
information of any kind obtained through the Em@e$ connection with Opexa; (d) acquiring or tradingdirectly or indirectly, other properties or irgsts connected with t
design, manufacture or marketing of products desigmanufactured or marketed by Opexa,; (e) theogpiation to the Employee or the diversion to oshelirectly or indirectly
of any opportunity in which it is known or couldasonably be anticipated that Opexa would be intedesnd (f) the ownership, directly or indirectbf,a material interest in .
enterprise in competition with Opexa or its deaband distributors or acting as a director, offigartner, consultant, employee or agent of anyrprise which is in competitic
with Opexa or its dealers or distributors.

11. Activities Associated With Maintenance of Professimal Status and Community Activities

Opexa will reimburse Employee for the costs of\aii¢is associated with the maintenance of the Eyg#s professional status, including the payment afriging
fees and required continuing education, expensgx fdessional/network meetings, as well as comiguagtivities.

12. Prior Discoveries

Employee does not have any unpatented inventiodsimeoveries made or conceived by Employee padErhployees employment with Opexa and which are ti
excluded from this Agreement.

13. Publicity

131 Employee agrees that Opexa may use, and herebysgbpexa the nonexclusive and worldwide right te, smployees name, picture, likene
photograph, signature, or any other attribute ofpkryee’s persona (all of such attributes are héseabllectively referred to as “Personafi) any media for any advertisir
publicity or other purpose at any time, either dgror subsequent to Employee’s employment by Opexsloyee agrees that such use of Emplay@®e&rsona will not result
any invasion or violation of any privacy or properights Employee may have; and Employee agregsBhwmloyee will receive no additional compensatfon the use ¢
Employee’s Persona. Employee further agrees thahagatives, prints or other material for printimgreproduction purposes prepared in connectioh thi¢ use of Employeg’
Persona by Opexa shall be and are the sole propie@pexa.
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13.2 Employee further agrees that at no time shall Egrggowrite, author, publish, distribute, or causeequblished or distributed any pictorial, graploi
literary works, such as but without limitation, tkso articles, stories, or pamphlets, in any medafraxpression, tangible or intangible, that reldiescribe, or pertain in any w
to Opexa or to the operations, activities, or emeés of Opexa without first obtaining the prior ttem consent of the Board of Directors of Opexadoso and also the pr
written approval of the contents of any such woykle Board of Directors of Opexa.

14. Indemnification

Opexa shall, to the fullest extent permitted by Tlesas Business Corporation Act, as amended, inigmmployee if he is or was involved in any manfiecluding, bu
not limited to, as a party or a witness) in anye#itened, pending, or completed investigation, clantion, suit, or proceeding, whether civil, criri, administrative, «
investigative (including, but not limited to, angti@n, suit, or proceeding brought by or in thehtigf the corporation to procure a judgment infégor) (a “Proceeding”py
reason of the fact that the Employee is or wasrectiir, officer, or employee of Opexa, againstlialbilities and expenses actually and reasonabtyried by Employee
connection with such proceeding. Such indemnifizathall include the right to receive payment ivaatte of any expenses incurred by Employee in adiorewith an)
proceeding, consistent with the provisions of tkeeds Business Corporation Act, as amended. Notizitding the above, Employee shall not be indenthifierespect of:

0] a proceeding in which Employee is found liable loe basis that personal benefit was improperly wveceby him, whether or not the ben
resulted from an action taken in the person’s @fficapacity;

(i) a proceeding in which Employee is found liable fwe®a; or

(i) a finding of fact in a civil judgment, binding at@tion award or binding mediation award that threpoyee breached the then exis
Opexa’s Code of Ethics.

15. Remedies

Employee and Opexa agree that, because damagaw &brl any breach or nonperformance of this Agregniy Employee, while recoverable, are and wil
inadequate, this Agreement may be enforced in gayispecific performance, injunction, accountimgtherwise.
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16. Miscellaneous

16.1 This Agreement is made and entered into as of #te kereof and the rights and obligations of theigsmhereto shall be binding upon the heirs
legal representatives of the Employee and the ssocg and assigns of Opexa. This Agreement magsigreed by Opexa but is personal to the Employeenarrights, dutie
and obligations of Employee hereunder may be asdign

16.2 No waiver or non-action with respect to any brebgtthe other party of any provision of this Agreemenor the waiver or noaetion with respect
any breach of the provisions of similar agreemavita other employees shall be construed to be aevaif any succeeding breach of such provisiora®a waiver of tt
provision itself.

16.3 Should any portions hereof be held to be invalidvbolly or partially unenforceable, such holdingakmot invalidate or void the remainder of 1
Agreement. The portions held to be invalid or unecdable shall be revised and reduced in scope o fze valid and enforceable, or, if such is ragsible, then such portic
shall be deemed to have been wholly excluded Wwighsime force and effect as if it had never bedoded herein.

16.4 Employee’s obligations under this Agreement to Gpsixall survive the termination, for whatever reas§ Employee’s employment by Opexa.

16.5 This Agreement supersedes, replaces and mergeanahgll prior and contemporaneous understandirgsesentations, agreements and discus
relating to the same or similar subject matterhad of this Agreement between Employee and Opegacanstitutes the sole and entire agreement bettveeEmployee ar
Opexa with respect to the subject matter of thise&gent.

16.6 The laws of the State of Texas, excluding any éctsflof law rule or principle that might otherwisgfer to the substantive law of another jurisdia)
will govern the interpretation, validity and effezf this Agreement without regard to the place xd#aution or the place for performance thereof, @peéxa and Employee ag
that the appropriate courts in Montgomery Coungxds, shall have personal jurisdiction and venwes @pexa and Employee to hear all disputes arisifgr this Agreement.

16.7 All notices and other communications required anpted hereunder or necessary or convenient imection herewith shall be in writing and shal
deemed to have been given when mailed by registaesidor certified mail, return receipt requestas follows:
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If to Opexa, to:

2635 N. Crescent Ridge Drive
The Woodlands, TX 77381
Attn: Scott Seaman

Attn: Lynne Hohlfeld

If to Employee, to:

Mr. David B. McWilliams
19 Misty Grove Circle
The Woodlands, TX 77380

or to such other addresses as either party magrisi by notice to the other party hereto in themea specified in this section 16.

16.8 This Agreement may not be changed or terminatetliypend no change, termination or waiver of thigréement or of any of the provisions he
contained shall be binding unless made in writind aigned by both parties, and in the case of Qpexan authorized officer of Opexa. Any changeleinges, from time
time, in Employee’s salary and/or duties shalllmatnor be deemed to be, a change, terminatioraivewof this Agreement or of any of the provisidresein contained.

OPEXA THERAPEUTICS, INC.: EMPLOYEE:
By: /s/ Lynne Hollfeld By: /s/ David B. McWilliams
Name: Lynne Hohlfelc Name: David B. McWilliams¢

Title:Chief Financial Officer
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Exhibit 10.1

ARTICLES OF AMENDMENT AND RESTATEMENT
OF THE
ARTICLES OF INCORPORATION
OF
PHARMAFRONTIERS CORP.

PharmaFrontiers Corp. (“Company$,corporation formed in the State of Texas, hewratnpts the following Articles of Amendment and Résent of the Article
of Incorporation pursuant to the provisions of Algi4.07 of the Texas Business Corporations Actclivaccurately copy the Articles of Incorporatiardeaall amendments thert
that are in effect to date and as further amendeth® Amended and Restated Articles of Incorporatis hereinafter set forth. The Articles of Incogimn, as restated a
amended by these restated Articles of Incorporatienset forth below and contain no other changesy provision.

The number of shares of the corporation outstandirifpe time of the adoption and entitled to voasw6,967,035. The following amendments and additto thi
Articles of Incorporation were adopted by the shatders at a meeting held on June 15, 2006, whoedwdd,618,472 shares of common stock constitutth§% of the shar
outstanding and entitled to vote.

The name of the Corporation is PharmaFrontiers Corp

Each statement made by these Articles of Amendrwetihie Articles of Incorporation has been effectectconformity with the provisions of the Texas Bues:
Corporation Act. These Articles of Amendment to Anéicles of Incorporation and each amendment madthese Articles of Amendment to the Articles nédrporation wetr
adopted by the shareholders of the corporatioruoe 15, 2006 and shall be effective June 15, 2006.

The amendment alters Article 1 of the Articlesmédrporation to reads as follows:
ARTICLE I.

The name of the corporation is Opexa Therapeutics,

The amendment alters Article 4 of the Articlesmédrporation to reads as follows:
ARTICLE IV.

The aggregate number of shares which the corparatiall have authority to issue is one hundredrt#iion (110,000,000), consisting of one hundredlion
(100,000,000) shares of common stock having $0a6@g@lue (“Common Stock”), and ten million (10,0000) shares of preferred stock having no par véleeferred Stock”).




Shares of Preferred Stock of the Corporation maigdiged from time to time in one or more classeseoies, each of which class or series shall hawte distinctive
designation or title as shall be determined byBbard of Directors of the Corporation (“Board ofr&tors”) prior to the issuance of any shares tifeieach such class or series
of Preferred Stock shall have such voting powe$ of limited, or no voting powers, and such prefeces and relative, participating, optional orotspecial rights and such
qualifications, limitations or restrictions thereehall be stated in such resolution or resolutigmewviding for the issue of such class or serieBreferred Stock as may be adog

from time to time by the Board of Directors priorthe issuance of any shares thereof pursuanetatthority hereby expressly vested in it, alléoadance with the laws of the
State of Texas.

The Articles of Incorporation and all amendmentd anpplements to them are superseded by the foltpiticles of Amendment and Restatement of théckes o
Incorporation, which accurately copy the entiret &xwell as incorporate the amendments set farhex

ARTICLE 1.
The name of the Corporation is Opexa Therapeutics,
ARTICLE 1.
The period of duration of the Corporation is peuaét
ARTICLE Il

The purpose or purposes for which the Corporasoorganized is the transaction of any and all laéisiness for which corporations may be incorpetainder th
Texas Business Corporation act.

ARTICLE IV.

The aggregate number of shares which the coiiparahall have authority to issue is one hundradtélion (110,000,000), consisting of one hundnedlion
(100,000,000) shares of common stock having $0a8¥gplue (“Common Stock”), and ten million (10,0000) shares of preferred stock having no par véReeferred Stock”).




Shares of Preferred Stock of the Corporation maigdiged from time to time in one or more classeseoies, each of which class or series shall hawte distinctive
designation or title as shall be determined byBbard of Directors of the Corporation (“Board ofr&tors”) prior to the issuance of any shares tifeieach such class or series
of Preferred Stock shall have such voting powe$ of limited, or no voting powers, and such prefeces and relative, participating, optional orotspecial rights and such
qualifications, limitations or restrictions thereehall be stated in such resolution or resolutigmewviding for the issue of such class or serieBreferred Stock as may be adog
from time to time by the Board of Directors priorthe issuance of any shares thereof pursuanetatthority hereby expressly vested in it, alléoadance with the laws of the
State of Texas.

ARTICLE V.

The Corporation will not commence business untilis received for the issuance of its shares ceratidn of the value of at least of one thousarlthdo($1,000),
consisting of money, labor done or property acyuateived.

ARTICLE VI.

The street address of the registered office iBcéwer & Pritchard, P.C., Three Riverway, Suite @88ouston, Texas 77056, and the name of the ezgidtagent is
Thomas C. Pritchard.

ARTICLE VILI.

The number of directors who shall constitute thaf8cshall equal not less than two nor more tharad@he Board may determine by resolution from tioméme. See
attachment.

ARTICLE VIIL.

No director of the Corporation shall be liable te tCorporation or its shareholders or members fonetary damages for any act or omission in suchcthr's
capacity as a director, except for (i) a breachuwh directors duty of loyalty to the Corporation or its shareleos or to the Corporation, (ii) an act or omissimt in good fait
that constitutes a breach of duty of the direabothe Corporation, or an act or omission that imeslintentional misconduct or a knowing violatidrtiee law; (iii) a transactic
from which a director received an improper beneftigther or not the benefit resulted from an actaken within the scope of the direcwdffice; or (iv) an act or omission
which the liability of a director is expressly pided by an applicable statute.

ARTICLE IX.

The Corporation shall indemnify all current andnfi@r directors and officers of the Corporation te thllest extent of the applicable law, includimgthout limitation
Article 2.02-1 of the Texas Business Corporation. Ac

ARTICLE X.

Shareholders of the Corporation shall not have datiwve voting rights nor preemptive rights.
ARTICLE XI.

If the Texas Business Corporation Act (“TBCA8quires that the shareholders vote for any ofdalewing actions: (a) the approval of any amendimafrthe article
of incorporation pursuant to Article 4 of the TBG@Ar any successor statute), (b) the approval dia pf merger or exchange pursuant to Section 6fG8e TBCA (or an
successor statute thereto), (c) the approval aefeg Eease, exchange or other disposition of agsetsiant to Section 5.10 of the TBCA (or any sasoestatute thereto), or (d)
approval of a voluntary dissolution of the Compamyler Section 6.03 or the revocation of such valgntlissolution pursuant to Section 6.05(A) of TRCA (or any success
statutes), then the vote of shareholders requoedich actions shall be (in lieu of any greateéevequired by the TBCA) the affirmative vote oétholders of a majority of tl
outstanding shares entitled to vote thereon, urdagsclass or series of shares is entitled to &sta class thereon, in which event the vote oustgrshares within each class
series of shares entitled to vote thereon as a eliag at least a majority of the outstanding shetfesrwise entitled to vote thereon.




IN WITNESS WHEREOF, the Corporation has caused this Articles of Amenuna@d Restatement of the Articles of Incorporatmie signed by its president 1
15" day of June, 2006.

PHARMAFRONTIERS CORP.

By: /s/ David B. McWilliams
David B. McWilliams, President




Names and Addresses of our Directc

1. David McWilliams
2635 N. Crescent Ridge Drive
The Woodlands, Texas 77381

2. David Hung
2635 N. Crescent Ridge Drive
The Woodlands, Texas 77381

3. Greg Bailey
2635 N. Crescent Ridge Drive
The Woodlands, Texas 77381

4. Scott Seaman

2635 N. Crescent Ridge Drive
The Woodlands, Texas 77381

5. Michael Richman
2635 N. Crescent Ridge Drive
The Woodlands, Texas 77381

ATTACHMENT TO ARTICLES OF AMENDMENT AND RESTATEMENT
OF THE
ARTICLES OF INCORPORATION
OF
PHARMAFRONTIERS CORP.




EXHIBIT 31.1

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

I, David B. McWilliams, certify as Chief Executiv@fficer of Opexa Therapeutics, Inc. that:

1. | have reviewed this quarterly report on ForraQ@®8B of Opexa Therapeutics, Inc.

2. Based on my knowledge, this quarterly reportsduoet contain any untrue statement of a mater@ldaomit to state a material fact necessary tkarthe statements made
light of the circumstances under which such stateseere made, not misleading with respect to gregd covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisagterly report, fairly present in all material pests the financial conditic
results of operations and cash flows of the regigtas of, and for, the periods presented in théstgrly report;

4. The registrant's other certifying officer andré responsible for establishing and maintainirsgldsure controls and procedures (as defined im&nxge Act Rules 13a5(e
and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedaresaused such disclosure controls and procedarbe designed under our supervision, to enswentiaterial informatio
relating to the registrant, including its consotethsubsidiaries, is made known to us by otherkiwithose entities, particularly during the periadvhich this report is beir
prepared,;

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presentgdsimeport our conclusions about the effectivenafsthe disclosure contre
and procedures, as of the end of the period cougyelis report based on such evaluation; and

c. Disclosed in this report any change in the tegig's internal control over financial reportirfgat occurred during the registrant's most rececgfiquarter that has materi:
affected, or is reasonably likely to materiallyeadf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer andave disclosed, based on our most recent evaluatioriernal control over financial reporting, toetregistrant's auditors and
audit committee of the registrant's board of dwes{or persons performing equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal cordgrar financial reporting which are reasonably lijke adversely affect tt
registrant's ability to record, process, summaaize report financial information; and

b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the registrant's internal control ofirancial reporting.

By: /s/ David B. McWilliams
David B. McWilliams, CEO

Date: August 11, 2006
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EXHIBIT 31.2

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

I, Lynne Hohlfeld, certify as Chief Financial Oféicof Opexa Therapeutics, Inc. that:

1. | have reviewed this quarterly report on ForraQ@8B of Opexa Therapeutics, Inc.

2. Based on my knowledge, this quarterly reportsduoa contain any untrue statement of a mater@ldaomit to state a material fact necessary tkenrhe statements made
light of the circumstances under which such statesneere made, not misleading with respect to gregd covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisagterly report, fairly present in all material pests the financial conditic
results of operations and cash flows of the regyigtas of, and for, the periods presented in thistgrly report;

4. The registrant's other certifying officer andré responsible for establishing and maintainirsgldsure controls and procedures (as defined im&xge Act Rules 13a5(e
and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedaresaused such disclosure controls and procedarbe designed under our supervision, to enswentiaterial informatio
relating to the registrant, including its consotethsubsidiaries, is made known to us by otherkiwithose entities, particularly during the periadvhich this report is beir
prepared,;

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presentgdsimeport our conclusions about the effectivenafsthe disclosure contre
and procedures, as of the end of the period cougyelis report based on such evaluation; and

c. Disclosed in this report any change in the tegig's internal control over financial reportiftat occurred during the registrant's most recectfiquarter that has materi:
affected, or is reasonably likely to materiallyeadt, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer andave disclosed, based on our most recent evaluatioriernal control over financial reporting, toetregistrant's auditors and
audit committee of the registrant's board of dmex{or persons performing equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal cordgrar financial reporting which are reasonably lijke adversely affect tt
registrant's ability to record, process, summaaize report financial information; and

b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the registrant's internal control ofirancial reporting.

By: /s/ Lynne Hohlfeld
Lynne Hohlfeld, CFO

Date: August 11, 2006
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EXHIBIT 32.1

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

Pursuant to 18 U.S.C. Section 1350, the undersi@i@ider of Opexa Therapeutics, Inc. (the “Compgnyiereby certifies, to such officer's knowledgeattthe Companyg’
Quarterly Report on Form 10-QSB for the quartereghdune 30, 2006 (the “Reportllily complies with the requirements of Sectiond3¢r Section 15(d), as applicable, of
Securities Exchange Act of 1934 and that the infdfom contained in the Report fairly presents, limaaterial respects, the financial condition aedults of operations of t
Company.

By: / s/ David B. McWilliams
David B. McWilliams, CEO

Date: August 11, 2006
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EXHIBIT 32.2

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

Pursuant to 18 U.S.C. Section 1350, the undersi@i@ider of Opexa Therapeutics, Inc. (the “Compgnyiereby certifies, to such officer's knowledgeattthe Companyg’
Quarterly Report on Form 10-QSB for the quartereghdune 30, 2006 (the “Reportllily complies with the requirements of Sectiond3¢r Section 15(d), as applicable, of
Securities Exchange Act of 1934 and that the infdfom contained in the Report fairly presents, limaaterial respects, the financial condition aedults of operations of t
Company.

By: /s/ Lynne Hohlfeld

Lynne Hohlfeld, CFO

Date: August 11, 2006
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