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PHARMAFRONTIERS CORP.

36,148,266 Shares of Common Stock

This prospectus relates to the resale from tintene by the selling stockholders of up to 36,148,86ares of our common stock, including
12,785,123 shares of common stock previously issmed23,363,143 shares of common stock issuable tiygoexercise of common stock
purchase warrants. The selling stockholders mdyhsekhares of common stock from time to timehia principal market on which the stock
is traded at the prevailing market price or in ri@ged transactions.

Shares of our common stock are traded on the NASD Bulletin Board under the symbol "PFTR.OB." Onglist 5, 2005, the last reported
sales price for our common stock on the OTC BuillBward was $2.04 per share.

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

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGRE OF RISK. YOU SHOULD READ CAREFULLY THIS ENTIRE
PROSPECTUS, INCLUDING THE SECTION CAPTIONED "RISKRETORS" BEGINNING ON PAGE 3, BEFORE MAKING A
DECISION TO PURCHASE OUR STOCK.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY STATE SECURITIES COMMISSION HAS APPROVED C
DISAPPROVED OF THESE SECURITIES OR PASSED UPON TAMECURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS

The date of this prospectus is August 11, 2!
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YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED N THIS PROSPECTUS. WE HAVE NOT AUTHORIZED
ANYONE TO PROVIDE YOU WITH INFORMATION THAT IS DIFERENT. THIS PROSPECTUS MAY ONLY BE USED WHERE IT
IS LEGAL TO SELL THESE SHARES OF OUR COMMON STOCKHE INFORMATION IN THIS PROSPECTUS MAY ONLY BE
ACCURATE AS OF THE DATE OF THIS PROSPECTUS.

THIS PROSPECTUS PROVIDES YOU WITH A GENERAL DESCRIPN OF THE SHARES OF OUR COMMON STOCK THAT THE
SELLING STOCKHOLDERS MAY OFFER. EACH TIME A SELLING

STOCKHOLDER SELLS SHARES OF OUR COMMON STOCK, THEISING STOCKHOLDER IS REQUIRED TO PROVIDE YOU
WITH A PROSPECTUS CONTAINING SPECIFIC INFORMATIONBOUT THE SELLING STOCKHOLDER AND THE TERMS OF
THE SHARES OF OUR COMMON STOCK BEING OFFERED TO YOU

THIS PROSPECTUS IS PART OF A REGISTRATION STATEMENHAT WE FILED WITH THE SECURITIES AND EXCHANGE
COMMISSION FOR A CONTINUOUS OFFERING. UNDER THIS PBPECTUS, THE SELLING STOCKHOLDERS MAY, FROM
TIME TO TIME, SELL THE SHARES OF OUR COMMON STOCKHESCRIBED IN THIS PROSPECTUS IN ONE OR MORE
OFFERINGS. THIS PROSPECTUS MAY BE SUPPLEMENTED FROMIE TO TIME TO ADD, UPDATE OR CHANGE
INFORMATION IN THIS PROSPECTUS. ANY STATEMENT CONTRNED IN THIS PROSPECTUS WILL BE DEEMED TO BE
MODIFIED OR SUPERSEDED FOR THE PURPOSES OF THIS BRECTUS TO THE EXTENT THAT A STATEMENT CONTAINED
IN A PROSPECTUS SUPPLEMENT MODIFIES SUCH STATEMENANY STATEMENT SO MODIFIED WILL BE DEEMED TO
CONSTITUTE A PART OF THIS PROSPECTUS ONLY AS SO MIBIED, AND ANY STATEMENT SO MODIFIED WILL BE
DEEMED TO CONSTITUTE A PART OF THIS PROSPECTUS.

THE REGISTRATION STATEMENT CONTAINING THIS PROSPEUB, INCLUDING THE EXHIBITS TO THE REGISTRATION
STATEMENT, PROVIDES ADDITIONAL INFORMATION ABOUT USTHE SELLING STOCKHOLDERS AND THE SHARES OF
OUR COMMON STOCK OFFERED UNDER THIS PROSPECTUS. TREGISTRATION STATEMENT, INCLUDING THE EXHIBITS,
CAN BE READ ON THE SEC WEBSITE OR AT THE SEC OFFIESIMENTIONED UNDER THE HEADING "WHERE YOU CAN FINI
MORE INFORMATION."



PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY HIGHLIGHTS SELECTED INFORMATDN FROM THIS PROSPECTUS AND DOES NOT CONTAIN
ALL OF THE INFORMATION THAT YOU SHOULD CONSIDER BEBRE INVESTING IN OUR COMMON STOCK. THIS
PROSPECTUS CONTAINS INFORMATION REGARDING OUR BUSHSSES AND DETAILED FINANCIAL INFORMATION. YOU
SHOULD CAREFULLY READ THIS ENTIRE PROSPECTUS, INCIDING THE HISTORICAL FINANCIAL STATEMENTS AND
RELATED NOTES, BEFORE MAKING AN INVESTMENT DECISION

IN THIS PROSPECTUS, "PHARMAFRONTIERS CORP.," THEORIPANY," "WE," "US" OR "OUR" REFER TO
PHARMAFRONTIERS CORP., A TEXAS CORPORATION, AND ITSUBSIDIARIES, EXCEPT WHERE OTHERWISE INDICATED
OR REQUIRED BY CONTEXT.

OUR BUSINESS

We are a biopharmaceutical company engaged in olgingj autologous personalized cell therapies. @ategyy is to develop and
commercialize cell therapies to treat several mdigeases including multiple sclerosis, cardioviesaliseases, and diabetes. We have an
exclusive license to an individualized T cell thmrdhat is in two FDA Phase I/1l clinical trials;dmse ranging trial and an extension study

to evaluate its safety and effectiveness in trgatinltiple sclerosis. We also have an exclusivenlse to a stem cell technology in which adult
pluripotent stem cells are derived from monocytesimed from the patient's own blood. We are ititipursuing indications in heart failure
and Type | diabetes with our stem cell therapy.

Autologous therapies use cells or other materralsifthe patient's own body to create treatmentgi®patient, thus preventing rejection
complications that result when "foreign" or "norfseells are introduced into a patient. Cellulaetapies are expected to play a large role in
the treatment and cure of a broad spectrum of hudisgases. According to independent market resexctellular therapies along with their
related technologies, such as diagnostics and Hlaakling, may exceed $30 billion by 2010.

Our multiple sclerosis cell therapy, Tovaxin(TMy,durrently in Phase /1l studies. Tovaxin(TM) ciats of modified autoreactive T cells.
Multiple sclerosis is a result of a person's owrells attacking the myelin sheath that coats theeneells of the central nervous system. Tl

T cells, that attack a person's own body, are redeio as "autoreactive” T cells. In our treatmtaetT cells are taken from the patient,
modified and returned to the patient. The modifiecklls cause an immune response directed at thec@gtive T cells in the patient's body.
This immune response reduces the level of autaveattcells and potentially allows the myelin shettt be repaired. In addition, we are
evaluating whether this technology will allow usdiegnose multiple sclerosis and determine therggwd the disease through an analysis of
the level of autoreactive T cells in a patienttzool.

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

o In one study, a first group of 10 patients haanbenrolled and received two doses of Tovaxin(TiMj repeat treatment Phase I/l protocol.
This protocol is designed to determine whethergpasi who received clinical benefit from T cell thigy in a previous study conducted at the
Baylor College of Medicine can be safely and effety re-treated with a second-generation T cadtéipy. Six-month clinical results
evaluating safety, tolerability and efficacy arg@egted to be available by the third quarter of 2005

o In the second study, a Phase I/l desealating study designed to evaluate safety,abiéy and efficacy in 9 to 15 patients, 8 patehave
completed the initial four dose injection seriestigo dosage levels and the 28-week portion oltdy. One-year clinical results evaluating
safety, tolerability, dosage timing and efficacg axpected to be available by the third quart&0a.
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We intend to submit data from these two clinicabgts to the FDA for approval to commence a pivBtadse 11b study in the fourth quarte
2005.

Our stem cell technology allows us to create golultipotent stem cells from monocytes isolated figood drawn from the patient. We
believe that these stem cells, if successfully tgerl, may provide the basis for therapies to meadriety of diseases and conditions. We
anticipate that our stem cell technology will havsignificant competitive advantage over many efdther stem cell technologies. The
peripheral blood monocytes, used by our technotogyoduce stem cells, have the advantage of belatively abundant and easy and cost
effective to obtain. Our technology does not hdaedollection and storage difficulties presentediimpilical cord blood or the controversial
ethical and regulatory issues associated with eamtcystem cells. In addition, our technology issldgficult and less risky than collecting
adult stem cells from tissues such as bone magpinal fluid or adipose (fat) tissue. Furthermaney, stem cells are pluripotent, whereas
adult stem cells used in competitive technologresmat likely to be pluripotent.

Our stem cell technology will also avoid rejectissues because it is autologous ("self"). Thisis@posed to the embryonic, umbilical, and
some adult stem cell technologies, which in sonsesanust be taken from one individual and givesmimther. Further, we believe our stem
cell therapies will be regulated as autologous 'imaated” non-homologous use cell therapies. Ttugsyse an individuals' own stem cells,
and we therefore do not expect to encounter the sagmificant pre-clinical and clinical developmeegulatory hurdles that embryonic,
umbilical, and some adult stem cells therapiesapected to face.

Initially we are conducting pre-clinical researohdievelop stem cell therapies to treat heart faiburd Type | diabetes. We plan to move
expeditiously through pre-clinical development af cardiac stem cell therapy and, if successfitiate human testing in 2006.

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

OUR EXECUTIVE OFFICES

Our principal executive and administrative offiegifity is located in The Woodlands, Texas at 2408berloch, Suite B-7, The Woodlands,
Texas 77380 and our telephone number is (281) 332-9Ne maintain a website at www.pharmafrontierts .nowever the information on
our website is not part of this prospectus, andsfmuld rely only on information contained in thi®spectus when making a decision as to
whether or not to invest in shares of our commonlst



RISK FACTORS

THE SHARES OFFERED HEREBY HAVE NOT BEEN APPROVED @RSAPPROVED BY THE SEC OR THE SECURITIES
REGULATORY AUTHORITY OF ANY STATE, NOR HAS ANY SUCHREGULATORY BODY REVIEWED THIS MEMORANDUM
FOR ACCURACY OR COMPLETENESS. THE SHARES OFFEREDRHEBY ARE SPECULATIVE, INVOLVE AN UNUSUALLY
HIGH DEGREE OF RISK AND SHOULD ONLY BE PURCHASED BYHOSE WHO CAN AFFORD TO LOSE THEIR ENTIRE
INVESTMENT. THEREFORE, PROSPECTIVE INVESTORS SHOUOAREFULLY CONSIDER THE FOLLOWING RISK FACTORS
BEFORE PURCHASING THE SHARES OFFERED HEREBY.

The following factors affect our business and tiduistry in which it operates. The risks and undetitss described below are not the only
ones we face. Additional risks and uncertaintiespmesently known or that we currently consider iatenial may also have an adverse effect
on our business. If any of the matters discusséldriollowing risk factors were to occur, our mess, financial condition, results of
operations, cash flows, or prospects could be nadlieadversely affected.

RISKS RELATED TO OUR BUSINESS

WE HAVE A LIMITED OPERATING HISTORY, NO APPROVED PR ODUCTS AND NO REVENUES AND ARE SUBJECT TO
RISKS INHERENT IN A NEW BUSINESS ENTERPRISE.

Our business is at an early stage of developmeatddVhot have any products in late-stage clini@alstor on the market. We are still in the
early stages of identifying and conducting researcipotential products. Our potential products véljuire significant research and
development and preclinical and clinical testinippto regulatory approval in the United States atiter countries. We may not be able to
develop any products, to obtain regulatory appmval enter clinical trials for any of our prodeeindidates, or to commercialize any
products. Our product candidates may prove to hadesirable and unintended side effects or otharacheristics adversely affecting their
safety, efficacy or cost-effectiveness that coutevpnt or limit their use. Any product using anyooif technology may fail to provide the
intended therapeutic benefits, or achieve therapbenefits equal to or better than the standatdeatment at the time of testing or
production.

WE HAVE A HISTORY OF OPERATING LOSSES AND DO NOT EX PECT TO BE PROFITABLE IN THE NEAR FUTURE.

We have not generated any profits since our entoythe biotechnology business, have no sourcev@nues, and have incurred significant
operating losses. We expect to incur additionalaiey losses for the foreseeable future and, amevease our research and development
activities, we expect our operating losses to imseesignificantly. We do not have any sourceswémaes and may not have any in the
foreseeable future.

WE WILL NEED ADDITIONAL CAPITAL TO CONDUCT OUR OPER ATIONS AND DEVELOP OUR PRODUCTS, AND OUR
ABILITY TO OBTAIN THE NECESSARY FUNDING IS UNCERTAI N.

We need to obtain significant additional capitalaerces through equity and/or debt financings, tgrand/or collaborative research
arrangements in order to develop products and moatbur business. As of July 18, 2005, after ctpsive private offering that day, the
Company had cash and cash equivalents of approedyr,696,938. The Company's current burn rag@pgoximately $500,000 per month.
The timing and degree of any future capital requents will depend on many factors, including:

3



o the accuracy of the assumptions underlying otimases for our capital needs in 2005 and beyond:;

o scientific progress in our research and developmpegrams;

o the magnitude and scope of our research andajgweht programs;

o our ability to establish, enforce and maintamtsgic arrangements for research, developmentcalitesting, manufacturing and marketi
o our progress with preclinical development andicél trials;

o the time and costs involved in obtaining regulapprovals;

o the costs involved in preparing, filing, proseéegt maintaining, defending and enforcing pateatrnk; and

o the number and type of product candidates thagiwsue.

We do not have any committed sources of capitatlitahal financing through strategic collaboratippablic or private equity financings,
capital lease transactions or other financing ssimay not be available on acceptable terms, at. a&dditional equity financings could
result in significant dilution to our stockholdeRurther, if additional funds are obtained throagtangements with collaborative partners,
these arrangements may require us to relinquistisripp some of our technologies, product candidatggsoducts that we would otherwise
seek to develop and commercialize ourselves. ficsat capital is not available, we may be reqdite delay, reduce the scope of or
eliminate one or more of our programs, any of wtdohld have a material adverse effect on our bgsine

PATENTS OBTAINED BY OTHER PERSONS MAY RESULT IN INHNGEMENT CLAIMS AGAINST US THAT ARE COSTLY TO
DEFEND AND WHICH MAY LIMIT OUR ABILITY TO USE THE DISPUTED TECHNOLOGIES AND PREVENT US FROM
PURSUING RESEARCH AND DEVELOPMENT OR COMMERCIALIZADN OF POTENTIAL PRODUCTS.

A number of pharmaceutical, biotechnology and otfmenpanies, universities and research institutiene filed patent applications or have
been issued patents relating to cell therapy, s, T cells, and other technologies potentiedlgvant to or required by our expected
products. We cannot predict which, if any, of sagiplications will issue as patents or the clainas thight be allowed. We are aware that a
number of companies have filed applications retatoistem cells. We are also aware of a numbeatip applications and patents claiming
use of stem cells and other modified cells to tdésgase, disorder or injury.

If third party patents or patent applications cantdaims infringed by either our licensed techmyyl@r other technology required to make .
use our potential products and such claims armatgly determined to be valid, there can be norasse that we would be able to obtain
licenses to these patents at a reasonable castlif or be able to develop or obtain alternata@nology. If we are unable to obtain such
licenses at a reasonable cost, we may not be @dievelop some products commercially. There camob&ssurance that we will not be
obliged to defend ourselves in court against atiega of infringement of third party patents. Patéigation is very expensive and could
consume substantial resources and create sigrificexertainties. An adverse outcome in such acsuwild subject us to significant liabilities
to third parties, require disputed rights to berised from third parties, or require us to ceasegisich technology.
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OUR COMPETITION INCLUDES FULLY INTEGRATED PHARMACEU TICAL COMPANIES THAT HAVE SIGNIFICANT
ADVANTAGES OVER US.

The markets for both therapeutic stem cell prodants multiple sclerosis products are highly comijweti We expect that our most significant
competitors will be fully integrated pharmaceuticampanies and more established biotechnology coiepal hese companies are
developing stem cell-based products, and they higneficantly greater capital resources and experith research and development,
manufacturing, testing, obtaining regulatory appiterxand marketing than we currently do. Many o§éhpotential competitors are further
along in the process of developing products and @erate large, well-funded research and developpregrams. As a result, our
competitors may develop more competitive or affbfdgroducts, or achieve earlier patent proteatioproduct commercialization than we
do. Competitive products may render any produciroduct candidates that we develop obsolete.

IF WE FAIL TO MEET OUR OBLIGATIONS UNDER OUR LICENS E AGREEMENTS, WE MAY LOSE OUR RIGHTS TO KEY
TECHNOLOGIES ON WHICH OUR BUSINESS DEPENDS.

Our business currently depends on two licenses thirt parties. Those third party license agreesmenpose obligations on us, such as
payment obligations and obligations to diligentiygue development of commercial products undelidkased patents. If a licensor believes
that we have failed to meet our obligations undiégzemse agreement, the licensor could seek td bmierminate our license rights, which
could lead to costly and time-consuming litigataord, potentially, a loss of the licensed rightsribgithe period of any such litigation, our
ability to carry out the development and commeizadion of potential products could be significgrahd negatively affected. If our license
rights were restricted or ultimately lost, our @hito continue our business based on the affeteteldhology platform would be severely
adversely affected.

IF WE ARE UNABLE TO OBTAIN FUTURE PATENTS AND OTHER PROPRIETARY RIGHTS OUR OPERATIONS WILL BE
SIGNIFICANTLY HARMED.

Our ability to compete effectively is dependenpart upon obtaining patent protection relatinguo technologies. The patent positions of
pharmaceutical and biotechnology companies, innlydurs, are uncertain and involve complex andwrgllegal and factual questions. The
coverage sought in a patent application can beedami significantly reduced before or after theepais issued. Consequently, we do not
know whether the patent applications for our tedbgy will result in the issuance of patents, oatify future patents will provide significant
protection or commercial advantage or will be aneented by others. Since patent applications anesantil the applications are published
(usually eighteen months after the earliest effiectiling date), and since publication of discoesrin the scientific or patent literature often
lags behind actual discoveries, we cannot be cettiait the inventors of our licensed patents weeditst to make the inventions covered by
the patent applications or that the licensed patpplications were the first to be filed for sunkéntions. There can be no assurance that
patents will issue from the patent applicationgfdssued, that such patents will be of commerbihefit to us, afford us adequate protection
from competing products, or not be challenged atated invalid.

RESTRICTIVE AND EXTENSIVE GOVERNMENT REGULATION COU LD SLOW OR HINDER OUR PRODUCTION OF A
CELLULAR PRODUCT.

The research and development of stem cell therégpmsbject to and restricted by extensive regutelly governmental authorities in the
United States and other countries. The procesbtafrang U.S. Food and Drug Administration, or FCahd other necessary regulatory
approvals is lengthy, expensive and uncertain. Valg fail to obtain the necessary approvals to comtiour research and development, which
would hinder our ability to manufacture or markey duture product.

5



TO BE SUCCESSFUL, OUR PRODUCT CANDIDATES MUST BE BEPTED BY THE HEALTH CARE COMMUNITY, WHICH CAN
BE VERY SLOW TO ADOPT OR UNRECEPTIVE TO NEW TECHNOIGIES AND PRODUCTS.

Our product candidates, if approved for marketingy not achieve market acceptance since hospgitaysicians, patients or the medical
community in general may decide to not accept ditidaithese products. The product candidateswleaare attempting to develop represent
substantial departures from established treatmethiads and will compete with a number of more catieeal drugs and therapies
manufactured and marketed by major pharmaceutirapenies. The degree of market acceptance of aoyrafeveloped products will
depend on a number of factors, including:

o our establishment and demonstration to the medicamunity of the clinical efficacy and safetyair product candidates;

o our ability to create products that are supdnalternatives currently on the market;

o our ability to establish in the medical commuriftg potential advantage of our treatments overrative treatment methods; and
o reimbursement policies of government and thirdyppayors.

If the health care community does not accept oodycts for any of the foregoing reasons, or for atimer reason, our business would be
materially harmed.

WE MAY BE UNABLE TO OPEN A BLOOD CELL BANK FACILITY , EVEN IF WE HAVE SUFFICIENT CAPITAL.

We currently do not own or operate a blood cellki@tility. To our knowledge, no other companies fieezing and storing pluripotent stem
cells in the manner in which we plan to implemé&iée may not be able to locate a facility and/or perel for the blood cell bank. Further,
may be unable to convince HMO's, insurance compaamne private individuals of the potential bengficryofreezing an individual's blood
for use in the future. The failure to open and afethe blood cell bank facility may adversely effeur business strategy.

OUR MANAGEMENT TEAM HAS A LIMITED HISTORY OF WORKIN G TOGETHER.

We have a limited history of operations under aurent officers and directors. Although experienaad officers have not worked together
for an extensive length of time. If for any reasam management members cannot work efficiently s, our business will be adversely
affected. Further, any loss of one or more of oanagers may also have an adverse affect on ourdsssi

RISKS RELATED TO OUR STOCK

THERE IS CURRENTLY A LIMITED MARKET FOR OUR COMMONSTOCK, AND ANY TRADING MARKET THAT DEVELOPS IN
THE COMMON STOCK MAY BE HIGHLY ILLIQUID AND MAY NOT REFLECT THE UNDERLYING VALUE OF THE COMPANY".
NET ASSETS OR BUSINESS PROSPEC’

Although our common stock is currently traded o& @TC Bulletin Board, there is currently a limitedrket for our common stock and there
can be no assurance that an improved market will @gvelop. Accordingly, purchasers of the shaffesex hereby will be required to bear
the economic consequences of holding such seaufitiean indefinite period of time. An active tradimarket for our common stock may not
ever develop. Any trading market that does develay be volatile, and significant competition tol seir common stock in any such trading
market may exist, which could negatively affect iiee of our common stock. As a result, the valfieur common stock may decrease.
Additionally, if a trading market does develop, Isusarket may be highly illiquid, and our commoncitonay trade at a price that does not
accurately reflect the underlying value of the Camys net assets or business prospects. Investocsiationed not to rely on the possibility
that an active trading market may develop or orptiiees at which our stock may trade in any mattkat does develop in making an
investment decision.



IF OUR SHARE PRICE IS VOLATILE, WE MAY BE THE TARGE T OF SECURITIES LITIGATION, WHICH IS COSTLY AND
TIME-CONSUMING TO DEFEND.

In the past, following periods of market volatilitythe price of a company's securities, securitiglérs have often instituted class action
litigation. If the market value of our common stakperiences adverse fluctuations and we beconmdvied in this type of litigation,
regardless of the outcome, we could incur substhletjal costs and our management's attention dmultlverted from the operation of our
business, causing our business to suffer.

OUR "BLANK CHECK" PREFERRED STOCK COULD BE ISSUED T O PREVENT A BUSINESS
COMBINATION NOT DESIRED BY MANAGEMENT OR OUR CURREN T MAJORITY SHAREHOLDERS.

Our articles of incorporation authorize the isswaot"blank check" preferred stock with such deatgms, rights and preferences as may be
determined by our board of directors without shaléér approval. Our preferred stock could be wiias a method of discouraging,
delaying, or preventing a change in our control ané method of preventing shareholders from rawpa premium for their shares in
connection with a change of control.

FUTURE SALES OF OUR COMMON STOCK IN THE PUBLIC MARK ET COULD LOWER OUR STOCK PRICE.

We may sell additional shares of common stock bssquent public or private offerings. We may atswé additional shares of common
stock to finance future acquisitions. We cannotijfmtethe size of future issuances of our commonkstr the effect, if any, that future
issuances and sales of shares of our common stiidkawe on the market price of our common stockieS of substantial amounts of our
common stock (including shares issued in conneatitim an acquisition), or the perception that ssates could occur, may adversely affect
prevailing market prices for our common stock.

WE PRESENTLY DO NOT INTEND TO PAY CASH DIVIDENDS ON OUR COMMON STOCK.

We currently anticipate that no cash dividends hallpaid on the common stock in the foreseeabledutVhile our dividend policy will be
based on the operating results and capital neetti® dfusiness, it is anticipated that all earniifgay, will be retained to finance the future
expansion of the our business. Therefore, prospeitvestors who anticipate the need for immediateme by way of cash dividends from
their investment should not purchase the shareseaffin this offering.
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FORWARD LOOKING STATEMENTS

This Prospectus contains forward-looking statemesittsin the meaning of Section 27A of the Secusitfect of 1933. These statements relate
to future events and/or future financial perform@aaad involve known and unknown risks, uncertasndied other factors that may cause the
actual results, levels of activity, performanceochievements of the Company or the industry in titioperates to be materially different
from any future results, levels of activity, perfaance or achievements expressed or implied byotiweafd-looking statements. These risks
and other factors include those listed under "Rigktors" and those described elsewhere in this Manaoim.

In some cases, you can identify forward-lookingesteents by the Company's use of terms such as "rivayl," "should,"” "expects," "plans,"
"anticipates,” "believes," "estimates," "predictgbdtential," or the negative of these terms oeottomparable terminology. These statements
are only predictions. Actual events or results midfer materially. In evaluating these statemewpts) should specifically consider various
factors, including the risks outlined under "Riskckors.” These factors may cause the Company'alaetults to differ materially from any
forward-looking statement.

Although the Company believes that the expectatiefiscted in the forward-looking statements aasomable, it cannot guarantee future
results, levels of activity, performance, or acki@ents. Moreover, neither the Company nor any gibeson assumes responsibility for the
accuracy and completeness of these forward-loddtiaiggments. The Company does not intend to updstefahe forwardooking statemen
after the date of this Memorandum to conform psitements to actual results.
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USE OF PROCEEDS

The selling stockholders will receive all of th@peeds from any sales of shares of our common .sf@ekwill not receive any of the procee
from any such sale by any selling stockholder. 'Sa#ling Stockholders."

PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the Natissociation of Securities Dealers Inc. Over@uweinter Bulletin Board under the
symbol "PFTR.OB." Our Common Stock trades on atédhisporadic and volatile basis. As of August®3, the last reported sales price of
our common stock on the OTC Bulletin Board was 4245 of July 15, 2005, there were 20,579,545 shaf@ur common stock outstanding
that were held of record by 432 persons.

The following table sets forth, for the periodsigaded, the range of high and low bid information dur common stock. These quotations
reflect inter-dealer prices, without retail mark-upark-down or commission, and may not represeishtransactions.

PRICE RAN GES

HIGH LOW

FISCAL YEAR ENDED DECEMBER 31, 2003
First Quarter............cccceevvvvvveennns 1.50 0.25
Second Quarter.......ccceveeeeeeeeeeeeeenn, 1.50 0.25
Third Quarter..........coevecvvvveneeenns 1.50 0.25
Fourth Quarter............ccocvvvveveennns 1.50 0.30

FISCAL YEAR ENDED DECEMBER 31, 2004
First Quarter............ccooevvvvvvveennns 0.03 0.01
Second Quarter.......cccveveeeeeeeeeeeeeenn, 14.25 0.01
Third Quarter..........cooveevvvvveeeeenns 8.15 6.50
Fourth Quarter............cccccvvvveveennns 9.50 5.90

FISCAL YEAR ENDED DECEMBER 31, 2005
First Quarter............ccccevvvveveennns 8.70 4.50
Second Quarter.......cccccveveeeeeeenenienns 5.50 2.46
Third Quarter (through August 5, 2005)....... 2.65 0.80

Holders of shares of common stock will be entitiedeceive cash dividends when, as and if declbyesur Board of Directors, out of funds
legally available for payment thereof. Howevediifidends are not declared by our Board of Dirextap dividends shall be paid. We have
not paid any dividends on our common stock sinaarameption.

We do not anticipate that any cash dividends vélphid in the foreseeable future. While our dividieolicy will be based on the operating
results and capital needs of the business, weipatticthat all earnings, if any, will be retainedihance our future expansion. Therefore,
prospective investors who anticipate the needrifonédiate income by way of cash dividends from tmeiestment should not purchase the
shares offered by this prospectus.



SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dgttauld be read in conjunction with "Management'scDssion and Analysis of Financial
Condition and Results of Operations" and our cadatédd financial statements and related notes dietlielsewhere in this prospectus. The
selected consolidated financial data in this sad8aot intended to replace the consolidated fifrstatements and accompanying footnotes.
We were originally incorporated in 1986 and untiy2004 operated under the name "Sportan Industnie$ In May 2004 we acquired
PharmaFrontiers Corp. and changed our name to Rifaomtiers Corp. For the purposes of this selectedolidated financial data, our
acquisition of PharmaFrontiers Corp. in May 2004 been accounted for as a reverse acquisition hwhiequivalent to the issuance of stock
by the original PharmaFrontiers Corp. for our assi&tcordingly, the selected historical financiatalis that of the original PharmaFrontiers
Corp. we acquired in May 2004. The selected codatsid statements of operations data for the pémod January 22, 2003 (date of
inception) to December 31, 2003 and for the yededrDecember 31, 2004 and the selected consolibatadce sheet data as of December
31, 2003 and 2004 have been derived from our alid@aesolidated financial statements included elsge/n this prospectus. The selected
consolidated statements of operations for the timesths ended March 31, 2004 and 2005 and thetsdleonsolidated balance sheet data as
of March 31, 2005 have been derived from the urtaddionsolidated financial information includedhis prospectus. The unaudited
financial information includes all adjustments, sisting of normal recurring accruals, which we édaesnecessary for a fair presentation of

the results of operations for the three month peeioded March 31, 2004 and 2005. Historical resultsnot necessarily indicative of the
results to be expected in the future.

Pe riod From
Ja nuary 22,
200 3 (Date of
Inc eption) to Three Months End ed March 31,
De cember 31, December 31,  -------mmemeeeee-
2003 2004 2004 2005
Consolidated Statements of Operations Data:
Revenues $ - $ - $ - $ -
Operating Expenses:
General and administrative............... 80,801 3,127,488 512,411 1,625,030
Research and development................. 632,621 - 644,264
Total operating expenses............... 80,801 3,760,109
Net operating 10SS.........ccvvvveeeees (80,801) (3,760,109) (512,411) (2,269,294)
Interest INCOME........ccceeeeeiiniinnnns 5,992 6,930
Other Income......... 2,379 2,444
Interest expense (45,202) (868,926) (30,616) (1,487,384)
Net 10SS.....ccoviieiiiiiiiienee. $ (126,003) $ (4,620,664) $ (543,027) $ (3,747,304)
Net loss per common share, basic and diluted $ N/A $ (0.73) $ (0.12) $ (0.37)
Weighted average number of common shares
outstanding, basic and diluted........... N/A 6,309,145 4,376,771 10,224,456

As of December 31,

As of March
2003 2004 31, 2005

CONSOLIDATED BALANCE SHEET DATA:
Cash and cash equivalents and prepaid expenses 68 946,329 1,840,408
Intangible assets.........cccccveeveennn.. -- 26,791,073 26,394,204
Total assets............. 68 28,079,386 28,583,504
Current liabilities 69,036 4,883,165 5,394,284
Common StOCK.........ueeverriiiieeiiien. - 502,992 -
Total stockholders' equity.................. (68,968) 23,196,221 23,189,220
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togettibrthe consolidated financial statements
and related notes that are included elsewherdsrptbspectus. This discussion may contain forwaotting statements based upon current
expectations that involve risks and uncertainfiag: actual results may differ materially from th@sgicipated in these forward-looking
statements as a result of various factors, inctythiose set forth under "Risk Factors", "DisclosRegarding Forward-Looking Statements”
or in other parts of this prospectus. We undertakebligation to update any information in our fard-looking statements except as required
by law.

OVERVIEW

We are a development-stage company and have adirfierating history. Our predecessor companyirffantial reporting purposes was
formed on January 22, 2003 to acquire rights toaoluit stem cell technology. In November 2004 wguaed Opexa Pharmaceuticals, Inc.
and its Multiple Sclerosis treatment technology. &ve still developing all of our technology, andiate, we have not generated any revenues
from our operations. As we continue to executeapgrations plan, we expect our development andatipgrexpenses to increase.

RESEARCH AND DEVELOPMENT. We have made and expeatdantinue to make substantial investments in rekeand development in
order to develop and market our technology. Rebemnd development costs consist primarily of gdrard administrative and operating
expenses related to research and developmentt@stiviVe expense research and development costsuased. Property, plant and
equipment for research and development that haedtemative future use are capitalized and thetedl depreciation is expensed as research
and development costs. We expect our researchareopment expense to increase as we continugéstiim the development of our
technology.

GENERAL AND ADMINISTRATIVE. General and administraé expenses consist primarily of salaries and fitsneffice expense,
professional services fees, and other corporateheae costs. We anticipate increases in generahdmihistrative expenses as we contint
develop and prepare for commercialization of oahimlogy

RESULTS OF OPERATIONS

COMPARISON OF THREE MONTHS ENDED MARCH 31, 2005 WIT H THREE MONTHS ENDED MARCH
31, 2004

NET SALES. We recorded no sales for the three nwettded March 31, 2005 which resulted in no chéwoge the same period in 20C

GENERAL AND ADMINISTRATIVE EXPENSES. Our general dmdministrative expenses increased to $1,625,080glthe three montt
ended March 31, 2005, as compared to $512,411 thhersame period in 2004. The increase in genedhhdministrative expenses is due
primarily to the start-up of operations which imbhd the hiring of new personnel including employaed directors and scientific advisory
board members. These individuals have agreemettishre Company which provide for salary payment® ihcrease in operations is also
attributable to the acquisition of Opexa Pharmadcelst and the assumption of its operations. Alstuitled are professional fees incurred fi
legal, accounting, and consulting services. Anéitépl future expenses include expenses associdtetheiexpansion of facilities.

RESEARCH AND DEVELOPMENT EXPENSES. Research ancettjpment expense increased to $644,264 for the thanths ended
March 31, 2005, compared to $ 0 from the same @géni@004. The increase is primarily related toahguisition of Opexa Pharmaceuticals
and the assumption of its operations and reseamthiavelopment programs, including its ongoing BHAEClinical Trial for Tovaxin as

well as the beginning of the pre-clinical studiesdur cardiac and diabetes stem cell therapies fcluded are professional fees incurred
from consulting services and legal fees to secndeexpand our license patent claims. Anticipatédriuexpenses include expenses assoc
with the expansion of the laboratory/manufactufiglities.
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INTEREST EXPENSE. Interest expense increased #8%1384 for the three months ended March 31, 280%pmpared to $30,616 from-
same period in 2004. The increase is primarilyteeldo the accrued interest on the 15% Exchang&ineertible Subordinated Notes.
Interest accrued on those Notes at a rate of 15%rpaum. The Notes are mandatorily exchangeablsefurities at the earlier of an Equity
Financing (as defined below) or upon maturity orv&taber 30, 2005. The Notes and accrued interestoaneertible at a purchase price ec
to the weighted average gross offering price ofGbhenpany common stock or common stock equivalastseid in an Equity Financing. If no
such Equity Financing occurs, the Notes and accintedest are convertible at $3.00 per share. Anitidrinancing is defined as a Company
raise of at least $10,000,000 in one or a seri¢sanfactions of common stock or common stock ed@nt securities prior to the maturity of
the Notes. Interest will be paid in cash or atdpgon of the Company, in shares of common stodlkedaat $3.00 per share.

NET LOSS. The Company had a net loss for the timeeths ended March 31, 2005, of ($3,747,304), 013 per share (basic and dilute
compared with a net loss of ($543,027), or ($02)share (basic and diluted), from the same péni@®04. The primary reason for the
increase in net loss is due to the start-up ofatjers which included the hiring of new personmneluding employees and directors and
scientific advisory board members. These individurglve agreements with us which provide for sgtaggments. The increase in net loss is
also attributable to the acquisition of Opexa Pleareuticals and the assumption of its operationgesearch and development programs.
Also included are professional fees incurred fregal, accounting, and consulting services to semugdeexpand our license patent claims.
Anticipated future expenses include research amdldpment, professional and consulting fees, apeeses associated with the expansic
the office and laboratory/manufacturing facilities.

COMPARISON OF YEAR ENDED DECEMBER 31, 2004 WITH THE PERIOD FROM JANUARY 22, 2003
(DATE OF INCEPTION) TO DECEMBER 31, 2003

NET SALES. We recorded no sales for the twelve merinded December 31, 2004 or the period endednidexe3l, 2003

GENERAL AND ADMINISTRATIVE EXPENSES. Our general dmdministrative expenses increased during thevewslonths ended
December 31, 2004, to $3,127,488 as compared t8%8B@rom January 22, 2003 (inception) to Decend3ier2003. The increase in general
and administrative expenses is due primarily tosthet-up of operations which included the hiriighew personnel including employees and
directors and scientific advisory board membergsehindividuals have agreements with the Companghagrovide for salary payments.

The increase in operations is also attributabka¢oacquisition of Opexa Pharmaceuticals and theragtion of its operations and research
and development programs. Also included are pridrakfees incurred from legal, accounting, andseding services to secure and expand
our license patent claims as well as license nafesstees to the University of Chicago. Such angitgd future expenses may include research
and development, professional and consulting fees ,expenses associated with manufacturing fasiliti

RESEARCH AND DEVELOPMENT EXPENSE. Research and tigyment expense increased to 632,621 for the twalweths ended
December 31, 2004, compared to $ 0 from inceptidbeécember 31, 2003. The increase is primarilyteel#o the acquisition of Opexa
Pharmaceuticals and its ongoing Phase I/l Clinicé! for Tovaxin as well as the beginning of tire-clinical studies for our cardiac and
diabetes stem cell therapies.
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INTEREST EXPENSE. Interest accrued on the Notesrate of 15% per annum.

NET LOSS. We had a net loss for the year ended mbee31, 2004, of $4,620,664 or ($.73) per shaasi¢hand diluted), compared witt

net loss of $126,003, from inception to December2BD3. The primary reason for the increase irlot is due to the start-up of operations
which included the hiring of new personnel incligiBmployees and directors and scientific advisagrth members. These individuals have
agreements with us which provide for salary paymsente increase in net loss is also attributabtbéacquisition of Opexa Pharmaceutic
Inc. and the assumption of its operations and rebBeand development programs. Also included aréepsional fees incurred from legal,
accounting, and consulting services to secure gpdrel our license patent claims as well as licemgestone fees to the University of
Chicago. Such anticipated future expenses maydedeasearch and development, professional and ltimigsiees, and expenses associated
with manufacturing facilities.

LIQUIDITY AND CAPITAL RESOURCES

Since our inception, we have financed our operatfosm the sale of our debt and equity securiiiedi{ding the issuance of its securities in
exchange for goods and services).

During the six months ended February 15, 2005, ivafely placed an aggregate principal amount of $6illion of 15% Exchangeable
Convertible Subordinated Notes; with these noteslse issued rights to receive warrants and 6125688s of common stock. The notes
the rights to receive warrants were exchanged oa 30, 2005 for (i) an aggregate of 5,695,015 shafeur common stock, (ii) Series A
Warrants to purchase an aggregate of 5,577,528sb&our common stock, (iii) Series B Warrantpiochase an aggregate of 7,231,009
shares of our common stock, and (iv) Series C W& purchase an aggregate of 4,462,018 shams abmmon stock. The terms of the
Series A Warrants, Series B Warrants and Seriesa@afts are described in this prospectus underctipgion of Securities."

During the month ended July 15, 2005, we raisedgpooceeds of 5,841,764 through a private placeoidi) an aggregate of 3,894,509
shares of our common stock, (ii) Series A Warrémtsurchase an aggregate of 4,868,136 shares @aboumon stock, (iii) Series B Warrants
to purchase an aggregate of 1,947,255 shares aboumon stock, and (iv) Series C Warrants to pwgetsan aggregate of 3,894,509 shares of
our common stock.

As of July 15, 2005, we had cash of $5,696,938 bale=ve we have sufficient cash to fund currentrapens through 2005. Our burn rate in
the first quarter of 2005 was $500,000 per mon#hoAr operations ramp up, our burn rate is expdot@ttrease to $650,000 per month in
the second through the fourth quarters of 2005 béleve that we will need a minimum of $7,700,000und our operations for fiscal 2005.
This money will be used for research and developgraed for general and administrative expensesufeaib raise necessary working capital
will cause us to curtail operations.

CONTRACTUAL COMMITMENTS

We have exercised our option with the landlord wf facilities to renew the lease on our executiffiees and research facilities for a term of
five years with an option for an additional fiveaye at the then prevailing market rate. We areimgaitn final construction pricing in order to
finalize the rental rate on the lease renewal.
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In our acquisition of Opexa Pharmaceuticals, IndNovember 2004, we assumed a lease on a 32,04tesipot office/warehouse facility
used as Opexa's headquarters located in HousteasT@/e determined that this facility was unsuidbk future expansion and we
negotiated a lease termination agreement whichimated the remaining eight year obligation and cedithe annual facility expenses by
$215,000. The lease termination required a finahtiny lease payment for February 2005, surrendénetecurity deposit in the amount of
$15,380, and a lease termination fee of $56,768.a0reement also contains mutual release provisgaasing both parties from any claims
each may hold against the other under the leasel dait or about May 31, 2002.

OFF-BALANCE SHEET ARRANGEMENTS

As of March 31, 2004, we had no off-balance shaangements.

RELATED PARTY TRANSACTIONS

For more information on these transactions, pleaaé "Certain Relationships and Related Party Betiens." in this prospectus.
CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caaditand results of operations is based on our dimlaged financial statements, which have
been prepared in accordance with accounting plieigenerally accepted in the United States of Acaefrhe preparation of these
consolidated financial statements requires us tkeneatimates and judgments that affect the repartgalints of assets, liabilities and
expenses. We base our estimates on historicaliexgerand on various other assumptions that we\meto be reasonable under the
circumstances, the results of which form the bfsisnaking judgments about the carrying valuesssiess and liabilities that are not readily
apparent from other sources. Actual results maerdifom these estimates under different assumsgtirconditions. We believe the
following critical accounting policies affect ourast significant judgments and estimates used ipgregion of our consolidated financial
statements.

REVERSE ACQUISITION. We treat the merger of Pharnoafiers Corp. into Sportan as a reverse acquisifarsuant to the guidance in
Appendix B of SEC Accounting Disclosure Rules anaicBces Official Text, the "merger of a privateeogiting company into a non-operating
public shell corporation with nominal net assefsdslly results in the owners and management opthete company having actual or
effective operating control of the combined compafigr the transaction, with the shareholders efftmmer public shell continuing only as
passive investors. These transactions are condithgrthe staff to be capital transactions in suixstarather than business combinations. That
is, the transaction is equivalent to the issuarictazk by the private company for the net monetesets of the shell corporation,
accompanied by a recapitalization." Accordingly thverse acquisition has been accounted for @saitalization. For accounting purposes,
the original PharmaFrontiers Corp. is consideredatquirer in the reverse acquisition. The hisabfinancial statements are those of the
original PharmaFrontiers Corp. Earnings per shar@ériods prior to the merger are restated tecethe number of equivalent shares
received by the acquiring company.

IMPAIRMENT OF LONG-LIVED ASSETS. We review long-led assets and certain identifiable assets for immegit whenever events or
changes in circumstances indicate that the cargimgunt of an asset may not be recoverable. I§tine of the expected future undiscounted
cash flows is less than the carrying amount ofafeet, further impairment analysis is performedimpairment loss is measured as the
amount by which the carrying amount exceeds threvidue of assets.
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STOCK-BASED COMPENSATION. We have adopted FAS NeB,1'Accounting for Stock-Based Compensation” fonitash stock-based
compensation issued to employees, directors andempioyees for goods or services. FAS No. 123 aloempanies to continue to measure
compensation costs for employees and directorgubmintrinsic value method as prescribed by AREn®n 25; however, the fair value
method must be used to measure compensation sestxlito non-employees. FAS No. 123 states thdaithealue method of accounting for
stock-based compensation is preferable to thensitrivalue method; therefore, we use the fair valethod to measure all stock-based
compensation, including stock-based compensationt@mployees and directors. Under this methodhpemsation cost is measured at the
fair value of the award on the applicable measurgrdate. See Note 1 of the Notes to Consolidatedrigial Statements for the pro forma
income and net income per share amounts, for FIQ8 through Fiscal 2004, as if the Company hadl asfair-value-based method similar
to the methods required under SFAS 123R to measumpensation expense for employee stock incentirsseds. The Company is evaluati
the terms and structure of its current share bpagthents and does not expect the adoption to haigndicant, adverse impact on the
consolidated statements of income and net incomshage as it relates to current granted optiodsvaarrants as of the date of the adoption.

CONSOLIDATION OF VARIABLE INTEREST ENTITIES. In Jarary 2003, the FASB issued Interpretation No. 4&(R)N 46"),
Consolidation of Variable Interest Entities. FIN dédresses consolidation by business enterprisesriable interest entities (formerly spe:
purpose entities). In general, a variable integasity is a corporation, partnership, trust or atiyer legal structure used for business purposes
that either (a) does not have equity investors witting rights or (b) has equity investors thata provide sufficient financial resources for
the entity to support its activities. The objectofe=IN 46 is not to restrict the use of variabigerest entities, but to improve financial

reporting by companies involved with variable ietgrentities. FIN 46 requires a variable interasityeto be consolidated by a company if
that company is subject to a majority of the rigkogs from the variable interest entity's actistior entitled to receive a majority of the
entity's residual returns or both. The consolidatiequirements are effective for the first peribdttends after March 15, 2004; the Company
elected to adopt the requirements effective foréperting period ending December 31, 2004. Thetdlo of FIN 46 had no effect on the
consolidated financial statements.

RESEARCH AND DEVELOPMENT. The costs of materialsl@aguipment or facilities that are acquired or ¢artsed for research and
development activities and that have alternativerfuuses are capitalized as tangible assets wdwerirad or constructed. The cost of such
materials consumed in research and developmenitesiand the depreciation of such equipment oilifees used in those activities are
research and development costs. However, the gbsiaterials, equipment, or facilities acquirecconstructed for research and development
activities that have no alternative future usescaresidered research and development costs arekpeased at the time the costs are incu
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OUR BUSINESS
OVERVIEW

We are a biopharmaceutical company engaged in olgivgj autologous personalized cell therapies. @ategyy is to develop and
commercialize cell therapies to treat several mdigeases including multiple sclerosis, cardioviesaliseases, and diabetes. We have an
exclusive license to an individualized T cell thwrdhat is in two FDA Phase I/1l clinical trials;dse ranging trial and an extension study

to evaluate its safety and effectiveness in trgatinltiple sclerosis. We also have an exclusivenlse to a stem cell technology in which adult
pluripotent stem cells are derived from monocytesimed from the patient's own blood. We are ititipursuing indications in heart failure
and Type | diabetes with our stem cell therapy.

Autologous therapies use cells or other materials fthe patient's own body to create treatmentthipatient, thus preventing rejection
complications that result when "foreign" or "norfseells are introduced into a patient. Cellulaetapies are expected to play a large role in
the treatment and cure of a broad spectrum of hudisgases. According to independent market reseaxctellular therapies along with their
related technologies, such as diagnostics and Hlaakling, may exceed $30 hillion by 2010.

Our multiple sclerosis cell therapy, Tovaxin(TMy,durrently in Phase /1l studies. Tovaxin(TM) ciats of modified autoreactive T cells.
Multiple sclerosis is a result of a person's owrells attacking the myelin sheath that coats theeneells of the central nervous system. Tl

T cells, that attack a person's own body, are redeio as "autoreactive” T cells. In our treatmtéetT cells are taken from the patient,
modified and returned to the patient. The modifiecklls cause an immune response directed at thecagtive T cells in the patient's body.
This immune response reduces the level of autdveattcells and potentially allows the myelin shrettt be repaired. In addition, we are
evaluating whether this technology will allow usdiegnose multiple sclerosis and determine therggwd the disease through an analysis of
the level of autoreactive T cells in a patienttzool.

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

o In one study, a first group of 10 patients haanbenrolled and received two doses of Tovaxin(TiMj repeat treatment Phase I/11 protocol.
This protocol is designed to determine whethergpdsi who received clinical benefit from T cell thigy in a previous study conducted at the
Baylor College of Medicine can be safely and effety re-treated with a second-generation T cadtéipy. Six-month clinical results
evaluating safety, tolerability and efficacy arg@egted to be available by the third quarter of 2005

o In the second study, a Phase I/l desealating study designed to evaluate safety,abiéy and efficacy in 9 to 15 patients, 8 patiehave
completed the initial four dose injection seriestigo dosage levels and the 28-week portion otody. One-year clinical results evaluating
safety, tolerability, dosage timing and efficacg axpected to be available by the third quart&06.

We intend to submit data from these two clinicabgts to the FDA for approval to commence a pivBtadse 11b study in the fourth quarte
2005.

Our stem cell technology allows us to create golultipotent stem cells from monocytes isolated figood drawn from the patient. We
believe that these stem cells, if successfully tpexl, may provide the basis for therapies to meadriety of diseases and conditions. We
anticipate that our stem cell technology will havsignificant competitive advantage over many efdther stem cell technologies. The
peripheral blood monocytes, used by our technotogyoduce stem cells, have the advantage of belatively abundant and easy and cost
effective to obtain. Our technology does not hdaedollection and storage difficulties presentediimpilical cord blood or the controversial
ethical and regulatory issues associated with eamtcystem cells. In addition, our technology issldgficult and less risky than collecting
adult stem cells from tissues such as bone magpinal fluid or adipose (fat) tissue. Furthermaney, stem cells are pluripotent, whereas
other adult stem cells are not likely to be plutg.

Our stem cell technology will also avoid rejectissues because it is autologous ("self"). Thisis@posed to the embryonic, umbilical, and
some adult stem cell technologies, which must kertdrom one individual and given to another. Fertlwe believe our stem cell therapies
will be regulated as autologous "manipulated" nomblogous use cell therapies. Thus, we use anithdils' own stem cells, and we
therefore do not expect to encounter the samefiignt pre-clinical and clinical development regaly hurdles that embryonic, umbilical,
and some adult stem cells therapies are expectade¢o
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Initially we are conducting pre-clinical researohdevelop stem cell therapies to treat heart faiind Type | diabetes. We plan to move
expeditiously through pre-clinical development af cardiac stem cell therapy and, if successfitiale human testing in 2006.

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

A structural outline of the Company's technicalgreom is provided below.

Autologo us Cell-Based Therapies
Adult Pluripotent Stem Cell Therapy T Cell Therapy
Cardiac Therapy Diabetes Therap y Multiple Sclerosis Multiple Sclerosis
Therapy Diag nosis
Other Therapies Blood
0 Macular Degeneration Banking

0 Stroke
o Parkinson's

ORGANIZATIONAL HISTORY

The Company was incorporated in Texas in 1986 aigthally engaged in businesses other than thehgiopaceutical business. These other
business operations were terminated in Februarg.260May 2004, we entered the biopharmaceuticairtass by acquiring PharmaFrontiers
Corp. which held rights to treatments using adlutipotent stem cells derived from adult human jpieeral blood. On November 5, 2004, we
acquired Opexa Pharmaceuticals, Inc., which hatfigs to technology to diagnose and treat multiglerosis through modified autoreactive

T cells.
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OUR T CELL BASED THERAPY
MULTIPLE SCLEROSIS THERAPY.

Our T cell based therapy for the treatment of mpldtsclerosis is called "Tovaxin(TM)." Multiple sebsis is caused by myelin peptide
reactive T cells destroying the myelin sheath cwptif the axons in the central nervous system. &igpl of the myelin peptide reactive T
cells would theoretically stop disease progresaiuthin some cases may allow the myelin sheathrrepathanism to be effective and
potentially lead to remission and possibly revehseeffects of multiple sclerosis. Repair mechasisme more likely to occur early in the
disease process and are likely to be more robukeigounger patient. A completed 114-patient cihstudy conducted by Dr. Jingwu Zhang
at Baylor College of Medicine has demonstrated tivatdepletion of myelin basic protein (MBP) reeetil cells was beneficial to patients
with multiple sclerosis. These investigations resdiin the development of Tovaxin(TM), which inchsdthe modified MBP reactive T cells,
proteolipid protein (PLP) and myelin oligodendraeglycoprotein (MOG) reactive T cells as well.

Tovaxin(TM) has some advantages over existingrreats for multiple sclerosis. Tovaxin(TM) is indivalized, easier to tolerate, and has
the potential to place the disease into remissiad,possibly to reverse the effects of multiplesadis.

MULTIPLE SCLEROSIS DIAGNOSTIC

In addition, to using our T cell technology to dieyea therapy for multiple sclerosis, we are alsimg it to develop a diagnostic test for
multiple sclerosis. Multiple sclerosis is difficati diagnose and there is no existing reliable icovdtory diagnostic test. Based on preliminary
evidence we believe that the presence of myelitigiepeactive T cells in the blood may have a higirelation as to whether an individual
may develop or has multiple sclerosis. We havéaieitl a proof of concept clinical study that, iEsessful, will be expanded into a major
clinical study in 2005. If the larger study prodsdavorable results, we plan to further developagbstic test for sale in the near future.

APPLICATIONS OF OUR T CELL TECHNOLOGY TO OTHER DISE ASES

Recent advances in the understanding of basic mesrha of autoimmune disease have led to the dewadnpof reagents that can potentially
interfere with the disease process and limit disgasgression. Some of these therapeutics havepdreean effective in the treatment of
autoimmune conditions. Although our initial focssTi cell therapy for the treatment and managemiemiudtiple sclerosis, several
autoimmune diseases including inflammatory bowstdse, diabetes, systemic lupus and rheumatotitiarthay be candidates for potential
treatment with our technology in the future.

OUR T CELL THERAPY PROCESS

Our cell therapy is similar to that of traditiomaicrobial vaccination where modified infectious atgeare used to stimulate protective imm
responses. In preparing a T cell therapy, the I5 calusing the disease are taken from the blo@difsgally identified and expanded ex vivo
by incubating T cells with MBP, PLP and MOG selecpeptides in the presence of antigen presentiltgyaed growth factors. Selected T
cells are grown to therapeutic levels and cryopresk Prior to use, the T cells are expanded, ftatad and modified to render them
replication incompetent but viable. These modifleckells are administered subcutaneously as a pyisgries of injections. Retreatment of
patients follows the primary series approximatétynsonths to one year later.
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OUR PLURIPOTENT ADULT STEM CELL THERAPIES
OUR CARDIAC STEM CELL THERAPY PROGRAM

Stem cell treatment of congestive heart failure leavolutionize treatment of the disease becaseuld treat the source of the problem by
replacing diseased cardiac muscle tissue with stdls that grow into new healthy cardiac tissugn@dtompanies have conducted human
clinical trials involving the use of stem cells deed from bone marrow to regenerate cardiac tissukimprove cardiac function. These
clinical trials by other companies have treatedr d\epatients with their own bone marrow stem catid have shown increased cardiac
perfusion. We plan to move expeditiously througé-glinical development of our cardiac stem celkdipg and, if successful, initiate human
testing in 2006.

OUR DIABETES STEM CELL THERAPY PROGRAM

Type 1 diabetes is a chronic disease, caused Hgghef functioning islet cells that produce imsufor which there is no cure. Frequent
testing of glucose levels coupled with insulin otjens are used to control the disease but dodurieas the underlying cause. The medical
community has tried to treat the cause and curdiease by implanting functioning islet cells,vested from cadavers, into the pancreas.
However, the supply of these cells from cadavelisiiged and the patient must be placed on a regifranti-rejection drugs. We believe that
with our stem cell technology plus our additioredtinology related to the differentiation of stertiscato islet cells, we will be able to create
insulin producing islet cells derived from the patls own blood. We are currently conducting latmsatests and plan to move expeditiously
through pre-clinical development of our diabetesrstell therapy and, if successful, initiate hurtesting in 2006.

BLOOD BANKING BUSINESS

We are assessing the feasibility of operating adleanking business designed to provide individwétls a process for storing blood to be
used later if they need treatment by our stemteelinology. As individuals age, it is possible tthet number of available monocytes per
blood draw will decrease, thus creating a demanthi®cryopreservation of stem cells from healthg eelatively young adults. As the
volume of stem cell treatments increase, there Ioeag demand from patients for the storage of duhilt stem cells isolated from single bl
draws. We are reviewing the potential establishméatstem cell cyropreservation service.

OTHER APPLICATIONS FOR OUR STEM CELL TECHNOLOGY

We plan to conduct basic research to determinpdkential use of adult stem cells created withteahnology in other indications such as
macular degeneration, stroke, and Parkinson'ssbséaver cells (hepatocytes) derived from our stetis may be valuable across the
biopharmaceutical industry to test for drug toxiat to help cure liver diseases. We intend torparbr sublicense some of these indicatio
they are not pursued for internal development.tRose indications, which we believe we can parditdgrommercially, we expect to take
partners in key commercial markets outside of thédd States. Alternatively, we may form a brod@ate with a pharmaceutical or
biotechnology company for the entire technologyfptan and therapeutic areas.

OUR STEM CELL THERAPY PROCESS

Our stem cell therapy process commences with bb@iinly drawn from the patient in a typical bloodvdray process. The blood is then
processed to obtain monocytes (white blood céllsgse monocytes can be dedifferentiated in theepoesof certain growth factors to form
stem cells. The resulting stem cells with macroghiige characteristics can be expanded and diffexted into other cell types when cultured
in the presence of the appropriate growth facResearchers have been able to turn these dediflgeshmonocytes into several different
types of cells including islet cells, nerve celilger cells, blood vessel cells and skin cells.
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We estimate that from a 500 ml blood collectior, tihaximum allowable blood draw in one sitting, wi# e able to produce approximately
10 to 100 million monocyte derived stem cells. Tiignber of stem cells is considerably greater tharent stem cell dosing requirements
under study in human clinical studies by other canmigs and institutions. Consequently, we expedttieamay be able to produce multiple
therapeutic doses from a single blood draw usiggpmeservation.

We anticipate that the patient's blood will be dnaat the patient's hospital or doctor's office ahippped to us with a proprietary collection
At our GMP (current good manufacturing process) ufiacturing facility, the monocytes will be procedde create stem cells and their
progeny with the proper concentration and charesties. Cells will then be cryopreserved until negdor treatment, transported to the
patient's physician, and injected into the diseasgdn with the approved delivery system.

SOURCES OF STEM CELLS AND OUR COMPETITIVE ADVANTAGE S

Cells are the basic unit of the tissues that caseptie human body. Each type of tissue has a anadtuse to the human body. Stem cells are
non-specialized cells that have not yet differa@atianto specific cells with a particular functionthe human body. These non-specialized
cells are able to continue to divide and regendoatperiods of time through cell division. Plurteat stem cells have the property of being
able to differentiate into all the different spdizied cells that make up the individual tissueshef body.

We believe that there are currently three sourésgtem cells: human embryos, umbilical cord bload aertain adult tissues:

o Every human begins life when a single cell, thgote, is formed after fertilization. About five ydaafter conception, a tiny ball of cells has
formed, this is known as the blastocyst. The iro@dls of the blastocyst are known as embryonic stelts. These stem cells are pluripotent;
that is they can develop into a wide variety of tgles in the human body. These embryonic steis aed the stem cells over which a great
deal of ethical and scientific controversy has edsleading up to President Bush's September 280Dbib Federal funding for any new
embryonic stem cell lines. PharmaFrontiers doesisetembryonic stem cells.

o Another source of stem cells is the umbilicaldcbiood of a newborn baby, which contains pluripptem cells. The umbilical cord is the
tissue that ties a baby to the mother within themwoAfter the baby is born the blood can be colddtom the umbilical cord and
cryopreserved. Most candidates for stem cell thetagiay did not have their umbilical cord bloodZem, so to use this technology, like the
embryonic stem cells above, they must use the sedisifrom other individuals and must address t&adssues. We use an individuals' own
stem cells, and thus we do not expect to encotimesame significant prainical and clinical development regulatory husdthat embryoni
umbilical, and certain adult stem cells therapiesexpected to face.

0 Stem cells obtained from a person after birthcafked adult stem cells and are found within vasitissues that make up the body. Adult
stem cells are usually programmed to form a limitachber of different cell types of their own tissaad are classified as "multipotent"
meaning they are only able to create several @iffietypes of cells within the same type of tisshier stem cells are pluripotent and can be
differentiated into a wider variety of differenssiue types. In addition, collecting adult stemscithm tissues such as bone marrow, spinal
fluid or adipose (fat) tissue, can involve comptiéxh painful, and expensive surgical proceduregreds our technology is simple, cost
effective, and convenient to the patient.
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LICENSES, PATENTS AND PROPRIETARY RIGHTS

We believe that proprietary protection of our temlogies will be critical to the development of duusiness. We intend to protect our
proprietary intellectual property through patentd ather appropriate means. We rely upon tradesspootection for some confidential and
proprietary information and take active measuresturol access to that information. We currentlydnnon-disclosure agreements will all of
our employees.

The Company's intellectual property strategy inekideveloping proprietary technology for the smggscale up, manufacturing, and stor
of T cells and pluripotent adult stem cells andubke of these cells in multiple therapeutic appilice. This strategy will include expanding
technologies in-licensed to us as well as in-liagnadditional technologies through collaborati@rnith universities and biotech companies.

We have licenses to certain patents that relabeitd cell technology and our pluripotent adulnsteell technology.
T CELL THERAPY IP

We have an exclusive, worldwide license from thgl&aCollege of Medicine to patent applicationsiriang rights to the treatment of
multiple sclerosis using modified T cells and te tise of the T cell technology as a diagnostic.ddide Baylor license we are obligated to
pay a percentage of net sales of products sulgjdhetlicensed patents.

STEM CELL THERAPY IP

We have an exclusive, worldwide license from théversity of Chicago to a patent application claigniights to the development of adult
pluripotent stem cells from monocytes isolated ftahlt human peripheral blood. The technology weasebtbped at the Argonne National
Laboratory, a U.S. Department of Energy Laboratipgrated by the University of Chicago.

Pursuant to the license we have issued a totaB4624 shares of our common stock to the Univerdighicago. We have also agreed to pay
the University of Chicago $1.5 million upon theleaarof October 30, 2005 or our raising $10 millionmore in any financing. We are also
obligated to issue to the University of Chicagdisignt additional shares of common stock so thatWniversity holds a total of 2.6% of our
outstanding stock after the later of November 3@%or our raising $10 million or more in any ficamy. We have agreed to pay a percen

of royalties on sales of products subject to tberised patents, as well as sublicense fees. Itiaddhe University of Chicago license
requires us to expend on research and developrhiasa $2,000,000 within two (2) years of the estem of the license and at least an
additional $4,000,000 within four (4) years of theecution of the license. Research and developmex@nditures by sublicensees may
account for half of each amount. Failure to meetahove criteria may result in the license beingrahed to restrict the grant to only: (a) an
exclusive license in two cell therapy areas, and(bon-exclusive license in the remaining celbaréhe license also requires us to sell a
product or method based on the licensed techndigdyebruary 2011.
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RESEARCH COLLABORATIONS

We anticipate that from time to time in the futwe will enter into collaborative research agreersavith other academic and research
institutions. We will use such agreements to enbang research capabilities. Typically, in the isity, such agreements provide the industry
partner with rights to license the intellectual pecty created through the collaboration. We may atgter into collaborative research
agreements with other pharmaceutical companies wieelnelieve such collaboration will support the elepment and commercialization of
our technology.

COMMERCIALIZATION THROUGH THIRD PARTY

We anticipate that we will grant sublicenses fataie applications of our technologies. We beliéhvat by sublicensing some of the rights to
our technology to pharmaceutical companies and ¢iivel parties, we will be able to more efficigntlevelop some applications of our
technologies. We currently do not have any subsesn

COMPETITION

The development of therapeutic and diagnostic agenthuman disease is intensely competitive. Mpf@armaceutical companies currently
offer a number of pharmaceutical products to theart attack, stroke, Parkinson's disease, digheteisdiseases, arthritis and other diseases
for which our technologies may be applicable. Mphgrmaceutical and biotechnology companies arestigating new drugs and therapeutic
approaches for the same purposes, which may achavefficacy profiles, extend the therapeutic vewdor such products, alter the
prognosis of these diseases, or prevent their osebelieve that our products, when and if sudoéigsleveloped, will compete with these
products principally on the basis of improved artkrded efficacy and safety and their overall ecdodenefit to the health care system.
expect competition to increase. We believe thatoost significant competitors will be fully integeal pharmaceutical companies and more
established biotechnology companies. Smaller comepanay also be significant competitors, partidylgrrough collaborative arrangements
with large pharmaceutical or biotechnology compsan&me of our primary competitors in the currezdtiment of and in the development of
treatments for multiple sclerosis include Biogelart: Serono, Aventis, Teva, and Schering AG. Sofmipoprimary competitors in the
development of stem cell therapies include AastBiosciences, Geron, Gamida-Cell Ltd, Stem Cells, I6ellerant Therapeutics, Viacell,
and Osiris Therapeutics. Many of these compethasse significant products in development that cdiddompetitive with our potential
products.

SALES AND MARKETING

We intend to develop a sales force to market outiphei sclerosis cell therapy and diagnostic prddiie the U.S. Given the concentration of
multiple sclerosis among a relatively small numbiespecialized neurologists, we believe that a rebdize sales force would be sufficient to
market the multiple sclerosis products. Our platoistart building the sales force with the laun€lthe multiple sclerosis diagnostic products.

We expect to partner with large biotech and phaeutical companies for the marketing and sales o&tam cell therapy products.
DESCRIPTION OF PROPERTY

Our principal executive offices are located at 2Z@8berloch Place, Suite B-7, The Woodlands, Teaas, our telephone number is (281)
272-9331. Our facilities are leased pursuant toatpe leases for various terms. We believe thatease is at a competitive or market rate
and do not anticipate any difficulty in leasingtabie additional space upon expiration of our aurtease term.
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The Company conducts its research and developmentlanical manufacturing in this 6,700 sq. ft. dtends facility. The components of
the manufacturing facility are a small gowning agaommon service area, and a GMP production guitdie manufacture of T cell and
stem cell therapies with sufficient capacity foaBé | quantity products. The Company intends tlwauil200 sq. ft. pilot facility for
approximately $1 million which will provide the ressary manufacturing capacity for Phase Il & lithiclal trials.

GOVERNMENT REGULATION

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

In the United States, pharmaceuticals, biologiaals medical devices are subject to Food and Drugiidtration or FDA, regulation. The
Federal Food, Drug and Cosmetic Act, as amendetithenPublic Health Service Act, as amended, thelations promulgated thereunder,
and other Federal and state statutes and regudamrern, among other things, the testing, manufactafety, efficacy, labeling, storage,
export, record keeping, approval, marketing, adsiad and promotion of our potential products. Rictcdevelopment and approval within

this regulatory framework takes a number of yeatsiavolves significant uncertainty combined witie texpenditure of substantial resources.

FDA APPROVAL

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

1. PRECLINICAL LABORATORY AND ANIMAL TESTS. Precliital tests include laboratory evaluation of theduat and animal studies
in specific disease models to assess the poteiatialy and efficacy of the product and our fornmiatats well as the quality and consistenc
the manufacturing process.

2. SUBMISSION TO THE FDA OF AN APPLICATION FOR ANNVESTIGATIONAL NEW DRUG EXEMPTION, OR IND, WHICH
MUST BECOME EFFECTIVE BEFORE U.S. HUMAN CLINICAL TRLS MAY COMMENCE. The results of the preclinicaldts are
submitted to the FDA as part of an IND, and the Ibzomes effective 30 days following its receipthxy FDA, as long as there are no
guestions, requests for delay or objections froenRDA.

3. ADEQUATE AND WELL-CONTROLLED HUMAN CLINICAL TRIALS TO ESTABLISH THE SAFETY AND EFFICACY OF THE
PRODUCT. Clinical trials involve the evaluationtbk product in healthy volunteers or, as may bec#tse with our potential products, in a
small number of patients under the supervision gdi@ified physician. Clinical trials are conducfadaccordance with protocols that detail
the objectives of the study, the parameters tosieel to monitor safety and the efficacy criteridéoevaluated. Any product administered in a
U.S. clinical trial must be manufactured in accoawith clinical good manufacturing practicesGMP, determined by FDA. Each proto:
is submitted to the FDA as part of the IND.

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

23



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

o In Phase I, products are typically introduced imalthy human subjects or into selected patieptifations to test for adverse reactions,
dosage tolerance, absorption and distribution, baditem, excretion and clinical pharmacology.

o Phase Il involves studies in a limited patienpylation to

(i) determine the efficacy of the product for sfiediargeted indications and populations, (ii) detme optimal dosage and dosage tolerance
and (iii) identify possible adverse effects andebafisks. When a dose is chosen and a candidatkigrris found to be effective and to have
an acceptable safety profile in Phase Il evaluati®hase Ill trials begin.

o Phase Il trials are undertaken to conclusivelsndnstrate clinical efficacy and to test furthardafety within an expanded patient
population, generally at multiple study sites.

The FDA continually reviews the clinical trial pkand results and may suggest changes or may eatjisgontinuance of the trials at any
time if significant safety issues arise.

1. Submission to the FDA of Marketing Authorizatidpplications. The results of the preclinical sesland clinical studies are submitted to
the FDA in the form of marketing approval authoti@a applications.

2. FDA Approval of the Application(S) Prior to Arf§ommercial Sale or Shipment of the Drug Biologiodrct Manufacturing
Establishments Located in Certain States Also Magbbject to Separate Regulatory and Licensing iRagant. The testing and approval
process will require substantial time, effort amgense. The time for approval is affected by a nemalf factors, including relative risks and
benefits demonstrated in clinical trials, the aadaility of alternative treatments and the sevesityhe disease. Additional animal studies or
clinical trials may be requested during the FDAi@avperiod, which might add to that time.

After FDA approval for the product, the manufaatgriand the initial indications, further clinicalais may be required to gain approval for
use of the product for additional indications. Hi2A may also require unusual or restrictive postkaing testing and surveillance to
monitor for adverse effects, which could involvgrsficant expense, or may elect to grant only cthodal approvals.

FDA MANUFACTURING REQUIREMENTS

Among the conditions for product licensure is teguirement that the prospective manufacturer'sitguaintrol and manufacturing
procedures conform to the FDA's current good mastufang practices, or GMP, requirement. Even giteduct licensure approval, the
manufacturer must comply with GMP on a continuiagib, and what constitutes GMP may change asdbleaftthe art of manufacturing
changes. Domestic manufacturing facilities areextip regular FDA inspections for GMP complianehjch are normally held at least ew
two years. Foreign manufacturing facilities arejsobto periodic FDA inspections or inspectionsthy foreign regulatory authorities with
reciprocal inspection agreements with the FDA. Dstiwamanufacturing facilities may also be subjedhspection by foreign authorities.
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FAST TRACK, PRIORITY REVIEW AND ACCELERATED APPROVA L

Fast Track refers to a process for interacting WithFDA during drug development. Priority Revieppbes to the time frame the FDA targ
for reviewing a completed application. Accelerafgaproval (Subpart H) applies to the design and @onof the studies used to support a
marketing claim.

Fast Track is a formal mechanism to interact whith EDA using approaches that are available topgllieants for marketing claims. The Fact
Track mechanism is described in the Food and DrigriAistration Modernization Act of 1997. The betefif Fast Track include scheduled
meetings to seek FDA input into development plémes,option of submitting a New Drug Application (MPin sections rather than all
components simultaneously, and the option of raifugesvaluation of studies using surrogate endgaastdiscussed below. The Fast Track
designation is intended for the combination of @dpict and a claim that addresses an unmet medied| but is independent of Priority
Review and Accelerated Approval. An applicant mag any or all of the components of Fast Track wittibe formal designation. Fast Tr:
designation does not necessarily lead to a PriBv@yiew or Accelerated Approval.

PRIORITY REVIEW is a designation for an applicatiafter it has been submitted to the FDA for revfewapproval of a marketing claim.
Under the Food and Drug Administration Modernizatirt of 1997, reviews for New Drug Applications,DAs, are designated as either
Standard or Priority. A Standard designation deggarget date for completing all aspects of aesg\and the FDA taking an action on the
application (approve or not approve) at 10 monftes ¢he date it was filed. A Priority designatisets the target date for the FDA action at 6
months. A Priority designation is intended for th@soducts that address unmet medical needs.

ACCELERATED APPROVAL OR SUBPART H APPROVAL is a g@am described in the NDA regulations that is idtshto make
promising products for life threatening diseasesilatsle on the market on the basis of preliminasigence prior to formal demonstration of
patient benefit. The studies are designed to measudt the FDA evaluation is performed on the bafséssurrogate marker (a measurement
intended to substitute for the clinical measurenoéiterest, usually prolongation of survival) tigconsidered likely to predict patient
benefit. The approval that is granted may be cameitia provisional approval with a written commitrng complete clinical studies that
formally demonstrate patient benefit. The FederiBter published a discussion of Accelerated Aygaravith comments. Absent a formal
demonstration of patient benefit, a risk benef#essment cannot be made. Accelerated Approvalrisg does not necessarily lead to a
Priority Review.

PROPOSED FDA REGULATIONS

The FDA is requiring human cell, tissue, and callind tissue-based product (HCT/P) establishnteritdlow current good tissue practice,
which governs the methods used in, and the fasliéind controls used for, the manufacture of HGTAR®rdkeeping; and the establishment
of a quality program. The agency is also issuing regulations pertaining to labeling, reportinggspactions, and enforcement that will apply
to manufacturers of HCT/Ps regulated solely underatuthority of the Public Health Service Act, amad as drugs, devices, and/or biological
products.

As part of this approach, the FDA has publishedlfinles for registration of establishments thajage in the recovery, screening, testing,
processing, storage or distribution of human céBspes, and cellular and tissue-based produatisfaa the listing of such products. These
products specifically include stem cells that am@genitors of blood cells; however, the FDA makeserplicit statement regarding the
inclusion of other types of stem cells. In addititte FDA has published proposed rules for makintability determinations for donors of
cells and tissue and for current good tissue gradtir manufacturers using them. We cannot nowrchéte the full effects of this regulatory
initiative, including precisely how it may affedte clarity of regulatory obligations and the extehtegulatory burdens associated with
pluripotent adult stem cell research (for stemscilht give rise to various tissue types, includitapd), and the manufacture and marketin
adult stem cell products.
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OTHER REGULATIONS

In addition to safety regulations enforced by tiBAFwe are also subject to regulations under theupational Safety and Health Act, the
Environmental Protection Act, the Toxic Substan€estrol Act and other present and potential fuforeign, Federal, state and local
regulations.

Outside the United States, we will be subject tutations that govern the import of drug produatsrf the United States or other
manufacturing sites and foreign regulatory requaeta governing human clinical trials and marketipgroval for our products. The
requirements governing the conduct of clinicallssi@roduct licensing, pricing and reimbursememtywidely from country to country. In
particular, the European Union is revising its fatpry approach to high tech products, and reptaesigas from the United States, Japan and
the European Union are in the process of harmagiaivd making more uniform the regulations for #gistration of pharmaceutical produ

in these three markets.

EMPLOYEES.

As of June 1, 2005, we had 17 full time employ&¥s.believe that our relations with our employeesgood. None of our employees is
represented by a union or covered by a collectargdining agreement.

LEGAL PROCEEDINGS.
We are not currently a party to any legal procegslin
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MANAGEMENT
The following table sets forth certain informatimgarding the Company's current directors and ekexcafficers.

The Company's executive officers are elected bytad of directors and serve at the discretioefoard. All of the current directors se
until the next annual stockholders' meeting orluhéir successors have been duly elected andfiguhli

NAME AGE POSITION
David B. McWilliams.........cccccceeueee 61 President and Chief Executive Officer, Director
Robert H. GOW........cccvvveeiiiinnenn. 71 Chairman of the Board
C. William Rouse..........ccccveeennnen 57 Chief Financial Officer
Jim C. Williams.......ccccevvveeeennnn. 61 Chief Operating Officer
Mitzi Martinez-Montgomery................ 50 Vice President of Discovery and Preclinical Ope rations
Donna R. Rill.......c.cccooiiiiiiinns 50 Vice President of Operations
Sandy L. Livney..........occcvvvvnnennn 49 Vice President of Administration / Controller
Anthony N. Kamin.............c.oeeeee 44 Director
Paul M. Frison.........cccocceieennns 67 Director
Brian E. Rodriguez.............cue.... 35 Director

Biographical information for the directors and extdee officers of the Company is set forth below:

DAVID B. MCWILLIAMS was appointed President and Bator in August 2004. From December 2004 until A1d004, Mr. McWilliams
was a private investor. From June 2003 to Dece2®@8, Mr. McWilliams served as President and CE@axfterial Barcodes, Inc., a
molecular diagnostics company. From May 2002 te 2003, Mr. McWilliams served as CEO of Signase,,la cancer therapy company.
Mr. McWilliams served as CEO of Encysive Pharmaicais Inc., a cardiovascular therapeutics compamy fJune 1992 to March 2002.

Prior to June 1992, Mr. McWilliams served as CEQohagen Inc., a human reproductive products cosngdaor to that time, Mr.
McWilliams was a senior executive with Abbott Lasataries and a management consultant with McKins&yo&He currently serves as a
director of Novelos Therapeutics, Inc. and FainMdical Systems, Inc. He also serves on the ba#Hrtle Texas Healthcare and Bioscience
Institute and the Houston Technology Center. Heived an MBA in finance from the University of Cago, and a B.A. in chemistry, Phi
Beta Kappa, from Washington and Jefferson College.

ROBERT H. GOW was elected Chairman of the Boardlime 2004. Since 1994, Mr. Gow has been Presidéhtaatan Bamboo, Inc., a
privately held company that raises and producesbbarmproducts. From March 1992 to July 1994, Mr. Gewed as President and Chief
Executive Officer of SI Diamond Technology, Incpablicly held company engaged in the productiomdtistrial coatings and coating
equipment. Between 1985 and March 1992, he dewutbstantially all of his time to the managementisfpersonal investments. Prior to
1985, Mr. Gow served at various times as the Peasidf Enterprise Technologies, Inc., a publicidhdistributor of fuel oil, as a consultant
to Norton Co., a publicly held manufacturer of aivas and diamond drilling bits; as Vice PresidgfiBulf Resources and Chemical Corp., a
publicly held mining and chemical company; as Riesi of Stratford of Texas, Inc., a public agriatdl conglomerate; as President of Za)
Corp., a publicly held offshore drilling and mami& support company; as President of Champlain-Zdplaistic Machinery, Inc., a subsidiary
of Zapata that manufactured plastic molding equiptmend as Supervisor of Industrial EngineeringNorton Co. Mr. Gow graduated from
the Yale School of Engineering in 1955.
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JIM C. WILLIAMS, PHD, has served as the Companyse€Operating Officer since November 2004. Dr. li&fihs served as Vice President
of Clinical and Regulatory Affairs and as Chief @gteng Officer for Opexa Pharmaceuticals, Inc. frbabruary 2004 to November 2004.
From August 2003 to February 2004 he was Senioe Yiesident, Regulatory Affairs and OperationsI8tRIS Therapeutics, Inc., and fr
November 2002 to August 2003 Dr. Williams was VRresident US Regulatory Affairs for Powderject Maes. From September 2001
November 2002 Dr. Williams served as Assistant \Reesident, Worldwide Regulatory Affairs for Wy@oPharma. Prior to this D
Williams served as Executive Director Regulatoryai for Aventis Pasteur from November 1994 tot8eyoer 2001. Dr. Williams retired
1994 as Captain from the U.S. Public Health Seriitke over twenty years of service in applied reskand humamse product developme
which included assignments with the FDA, CenterBmlogics Evaluation and Research as a Directagrfiist in the Division of Vaccine at
Related Product Applications; the US Army MedicalsRarch Institute of Infectious Diseases as Chigfcellular Pathogens branch and the
National Institutes of Health, National InstitutEsAllergy and Infectious Diseases; and at the Bl&val Medical Research Institute a
research microbiologist.

C. WILLIAM ROUSE has served as the Company's Chinfincial Officer since May 2004. Prior to May 2004r. Rouse was Managing
Director of Rouse Associates from April 1999 uMiy 2004. From January 1995 to April 1999 he waefIMarketing Officer for Futorian
Inc. and from December 1990 to January 1995 heanaisision General Manager for Masco Corporatiaimomfto 1990 Mr. Rouse was
President of BEI, Inc. Mr. Rouse has led seveatgps and turnarounds and founded several suatessfipanies.

MITZI MARTINEZ-MONTGOMERY, DVM, PHD, has served ahe Company's Vice President of Discovery and frieeal Operations
since November 2004. Dr. Martinez-Montgomery istevinarian with over 17 years experience in lalmahmedicine and pre-clinical
testing in small animals and primates and she RtsDain Immunology. From January 2002 to Novemi@#42 she was the Vice President of
Development for Opexa Pharmaceuticals, Inc. whieeeiraplemented the technology transfer of the meatufe of our autologous T cell
therapy for multiple sclerosis from the Baylor @glé of Medicine Department of Neurology researblefatory to production for a clinical
trial at Opexa Pharmaceuticals, Inc. From 19970@12Dr. Martinez-Montgomery served as the Direcfommunology and Pre-clinical
Development for Zonagen, Inc., where she gaineensite experience in the design and implementatiém vivo and in vitro experiments
evaluate humoral and cell mediated immunity in hosnand various animal models and is a named inventa vaccine adjuvant patent. Dr.
Martinez-Montgomery also served as Study Direatignding veterinarian and the manager of a fulP@hxicology lab while at Zonagen,
where she was responsible for experimental desidgrstudy protocol preparation, collection of ireldata, clinical and anatomic pathology
data, and pharmacokinetic sampling conducted dwasg range finding, acute, subacute, subchromiceproductive toxicity studies in
mice, rats and rabbits.

DONNA R. RILL has served as the Company's Vice idezg of Operations since November 2004. Ms. Ril hearly 30 years of extensive
clinical and research laboratory experience in@edl gene therapy research and clinical applicatimmunological techniques and
assessment, microbiology, diagnostic virology, expental design, and method development and imphktatien. She has expertise in the
areas of laboratory development and operations, EMP and regulatory compliance, quality controlleasce system development, and
clinical Standards of Practice. From April 200Ntlovember 2004 she was the Director of Quality Systand Process Development at Oy
Pharmaceuticals, Inc. From November 1997 to Af)d2she was the Director of Translational Resefimcthe Center for Cell & Gene
Therapy at Baylor College of Medicine. She has wdrio design, and qualify GMP Cell & Gene Therappdratories, GMP Vector
Production facilities, and Translational Researabd at St. Jude Children(1)s Research Hospitags €kildren(1)s Hospital, and Baylor
College of Medicine. Ms. Rill has held the posigasf Laboratory Director of Cell and Gene Therapgnslational Research Center for Cell
and Gene Therapy, Baylor College of Medicine; AgsiecScientist/Lab Manager of the Bone Marrow Tpdaust Research Laboratory, and
the GMP Cell & Gene Therapy Laboratories, St. JOdi#dren(1)s Research Hospital; Clinical Infectiddisease Laboratory Manager,
Education Coordinator and Clinical Instructor, Depeent of Clinical Laboratory, LeBonheur ChildreMgdical Center and University of
Tennessee Center for the Health Sciences..
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SANDY L. LIVNEY has served as the Company's Vicedfdent of Administration and Controller since NiaNeer 2004. Ms. Livney has o\
25 years of experience working in private and puetiterprises in various accounting and marketitest She became certified as a Certified
Public Accountant by the State of Texas in 198iorRo November 2004, Ms. Livney worked for Systelsnagement Solutions, Inc. as its
Controller beginning in June 2003 and served aseBay, Treasurer and Chief Financial Officer ujaihing PharmaFrontiers. From January
2001 until May 2003, Ms. Livhey worked for Petv@lve, Inc., a privately owned enterprise, in aiefgrof capacities including Vice Presid

of Business Development, Interim Controller andsBeal Assistant to the owner. From January 192964, Ms. Livney worked for T.
Warren Investments, Inc., a privately owned entsepiin a variety of functions including Controll&usiness Manager and Personal Assi

to the Owner.

ANTHONY N. KAMIN has served as a Director of ther@pany since December, 2004. Since Mr. Kamin culyessrves as President of t
companies. Eastwood Investment Management is atpraquity multi-strategy and multi-asset classagan Interim Medical Management
provides a range of management services primaritiié biotechnology and medical device fields. F&988 to 2003, Kamin was a venture
partner with Venture Strategy Partners. He is focmder of Nobex Corporation (oral protein and pptlelivery) and Hi Fidelity
Entertainment. He is also currently Chairman ofBleard of Advisors for Devlab, a center for teclogyl commercialization at Northwestern
University. He also serves on boards for lllinoecfinology Enterprise Center (ITEC) in Chicago, Reakrican Restaurants, B2P.com, and
The Cove School for children with learning disaheb. Kamin received a Masters Degree from Yalevehsity in International Relations wi

a concentration in International Law.

PAUL M. FRISON has served as a Director of the Canypsince November, 2004. Mr. Frison has been éhrasand CEO of the Houston
Technology Center since January 1999. Before hglimriound the Houston Technology Center in 199B0dR spent 24 years as President
and/or CEO building three public companies, NYS#elil LifeMark, NASDAQ-listed ComputerCraft, andé@ell Corp. (LIFC: NASDAQ-
NM). Mr. Frison currently serves on the Board ofdgtors of the Houston Technology Center, Micromiedhnologies, Inc., The Institute
Research and Rehabilitation, The Entrepreneursisifituite, The Houston Entrepreneurs Foundationa3 &ouncil of AEA, Texchange, and
the Advisory Council of the University of Houstoi€ellege of Technology. He received his B.A. frorocfdlental College in Los Angeles,
California.

BRIAN E. RODRIGUEZ has served as a Director andi@ian of the Audit Committee since August, 2004. Rodriguez has served as an
accounting and finance consultant for Jeffersonl§\ieternational from October, 2004 to the presErmim March, 2002 to October, 2004,
Mr. Rodriguez served as Controller and then Dinectd-inance for JP Mobile Inc., a privately heldeless software company based in
Dallas. Mr. Rodriguez served as Controller for @rapa Incorporated from March, 2001 to March, 2@@2or to that Mr. Rodriguez was a
consultant with Parson Consulting from April, 198March, 2001. Mr. Rodriguez has been a Certiftablic Accountant in the State of
Texas since May, 1995. Mr. Rodriguez began hiserarethe Business Assurance practice of Coopeyldrand in Dallas, Texas. Mr.
Rodriguez holds a B.B.A. from Texas A&M University.
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COMMITTEES OF THE BOARD OF DIRECTORS
We currently have an audit committee, a compensationmittee, and a nominating and corporate govemaommittee.

AUDIT COMMITTEE. The audit committee selects, orhb# of our board of directors, an independent jpudtcounting firm to be engaged
to audit our financial statements, discuss withitlseependent auditors their independence, reviehdistuss the audited financial statements
with the independent auditors and management axam@end to our board of directors whether the addinancials should be included in
our Annual Reports to be filed with the Securitesl Exchange Commission. The Audit Committee operptirsuant to a written charter,
which was adopted February 3, 2005. The currentimeesof the audit committee are Messrs. Rodrigkiemin and Gow.

All of the current members of the Audit Committee aon-employee directors who: (1) meet the catéar independence set forth in Rule
10A-3(b)(1) under the Securities Exchange Act @4,%s amended (the "Exchange Act"); (2) have adtqipated in the preparation of our
financial statements or the financial statement®péxa; and (3) are able to read and understamthfoental financial statements, including a
balance sheet, income statement and cash flowsate The board has determined that Mr. Rodriguedifies as an "Audit Committee
Financial Expert" as defined by item 401(e) of Retian S-B of the Exchange Act.

COMPENSATION COMMITTEE. The compensation committegiews and either approves, on behalf of our boadirectors, or
recommends to the board of directors for appralatiie annual salaries and other compensationroéxecutive officers and (2) individual
stock and stock option grants. The compensatiomuitise also provides assistance and recommendatitmsespect to our compensation
policies and practices and assists with the adtnatisn of our compensation plans. The membersiofGompensation Committee are
independent directors as defined in the applicaliés and regulations promulgated by the SEC, amd@ither an officer nor employee of us
or our subsidiary. The Compensation Committee dpsnaursuant to a written charter, which was adbptegust 11, 2004. The current
members of the compensation committee are Messmg, &isson and Kamin.

NOMINATING AND CORPORATE GOVERNANCE COMMITTEE. Theominating and corporate governance committeetassis boarc
of directors in fulfilling its responsibilities bydentifying and approving individuals qualified $erve as members of our board of directors,
selecting director nominees for our annual meetofgshareholders, evaluating the performance oboard of directors, and developing and
recommending to our board of directors corporateegtance guidelines and oversight with respecbtparate governance and ethical
conduct. Messrs. Gow and Frison are the currentlmesrof the Nominating and Corporate Governancer@itiee, all of whom have been
found by the Board of Directors to be an "independirector" pursuant to the applicable rules agltations promulgated by the SEC. Mr.
McWilliams is also a member of the committee. Tdosnmittee operates pursuant to a written charteptad on February 3, 2005.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTIPATION. During the year ended December 31, 2083did not
have a Compensation Committee because Jason Osies@d as our sole officer and director. Followding acquisition of PharmaFrontier
Corp. in May 2004 and the appointment of our curBward of Directors, our Board of Directors forme€ompensation Committee
comprised of Messrs. Rodriguez and Gow. Mr. Kamingd the committee in 2005. None of the committeenbers has ever been an
employee of PharmaFrontiers Corp. None of our exexofficers serve as a member of the board afatiars or compensation committee of
any entity that has any executive officer serviagaanember of our Board of Directors or Compensdafiommittee.
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COMPENSATION OF DIRECTORS

Mr. Frison and Mr. Kamin receive $1,000 for eacyular meeting attended in person and $500 for esgllar meeting attended by
teleconference. Mr. Rodriguez receives $1,250 partinand Mr. Gow receives $3,000 per month irrelgasdof how many meetings are held
and whether or not they attend the meetings inomens by teleconference. Mr. McWilliams who is aedtor and an officer does not receive
any compensation for his services as a memberrdi@ard of directors. We reimburse our directorgffavel and lodging expenses in
connection with their attendance at board and cdteenmeetings.

EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The following tables set forth certain informatimgarding our CEO and each of our most highly-campted officers whose total annual
salary and bonus for the fiscal years ending Deeer@b, 2004, 2003 and 2002 exceeded $100,000.

ANNUAL COMPENSATION LONG TERM COMPE NSATION AWARDS
SECURITIES UNDERLYING ALL OTHER
NAME AND SALARY BONUS OPTIONS COMPENSATION
PRINCIPAL POSITION YEAR %) $) #) $)
David B. McWilliams (1 2004 73,000 - 370,000 (2)
2003 - - -
2002 -
Warren Lau (3) 2004 98,000
2003 -
2002 -
Jason Otteson (4) 2004 42,000 - -
2003 102,000 - 24,000

2002 102,000

(1) Served as chief executive officer since AuQsi4.

(2) See "Executive Employment Contracts" for a asston of the option.
(3) Served as chief executive officer from Junefthough August 2004.
(4) Served as chief executive officer until Jun8420

OPTION GRANTS IN LAST FISCA L YEAR

(Individual Grants)

NUMBER OF SECURITIES % OF TOTAL OPTIONS  EXERCISE/BASE PRICE EXPIRATION
NAME OPTIONS GRANTED GRANTED TO FISCAL YEAR ($/SHARE) DATE

David B. McWilliams 370,000 32% 3.00 August 2009
Warren Lau - - -
Jason Otteson

31



OPTIONS EXERCISES AND FISCAL 2004 Y EAR END VALUES

NUMBER OF SH ARES VALUE OF UNEXERCISED
UNDERLYING UNEX ERCISED IN-THE-MONEY OPTIONS
OPTIONS AT DECEMBE R 31 2004 AT DECEMBER 31 2004 (1 )
NAME EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXE RCISABLE
David B. McWilliams 50,000 320,000 $ 170,000 $ 1, 088,000
Warren Lau - - $ - $ -

Jason Otteson - - -

(1) The value of "in-the-money" stock options reganets the difference between the $3.00 exercise pfisuch options and the fair market
value of $6.40 per share of common stock as of Deee 31, 2004, the closing price of the commonksteported on the OTC Bulletin
Board. No options were exercised during the figealr ended December 31, 2004. No stock appreciatibts were outstanding at the end of
the 2004 fiscal year.

EXECUTIVE EMPLOYMENT CONTRACTS

Mr. David B. McWilliams has an existing employmeagreement with us that he entered into effectivgusu23, 2004. Mr. McWilliams'
current agreement for the position of chief exautfficer is at an annual salary of $250,000 arg tve terminated by us or Mr. McWilliar
at any time for any or no reason. Mr. McWilliamssikae right to purchase 370,000 shares of our camstark at a price per share of $3.00,
of which 10,000 shares vest on the 1st day of eamtth of Mr. McWilliams' employment. In January 30®r. McWilliams was granted an
option to purchase 50,000 shares of our commork stba purchase price of $3.00 per share.

C. William Rouse entered into an employment agregnexpiring April 2005, providing for an annualay of $180,000. Mr. Rouse has the
right to purchase 100,000 shares of our commorkstba price per share of $3.00. This option walsvin three parts: 33,333 on April 29,
2005, 33,333 on April 29, 2006 and finally 33,33%April 29, 2007. Any unexercised options will esgoppn April 29, 2009. In January 2005,
Mr. Rouse was granted an option to purchase 5Gs88fes of common stock at a purchase price of $&06hare.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth the number of sharesur common stock beneficially owned as of Jilly 2005 by:
o those persons or groups known to beneficially avame than 5% of our common stock;
o each of our executive officers and directors; and

o all of our directors and executive officers agaup.

For purposes of this table, beneficial ownershigeermined in accordance with Rule 13d-3 promelgjainder the Securities Exchange Act
of 1934. Except as indicated below, the securitgdérs listed possess sole voting and investmentpauith respect to the shares beneficially

owned by that person.

NUMBER OF SHARES PERCENTAGE O F
NAME AND ADDRESS OF BENEFICIAL OWNER OWNED CLASS(1)
George Jarkesy, Jr. (2) (3).eeeeevvvvviciiieeeee 2,109,580 10.25%
Top Tier Investments (4)......cccoceevvvceeennee . 1,228,837 5.97%
Warren Lau (2)..ccccocceeeeiiiiieeeeiiieeeeeeee . 1,098,748 5.34%
David B. McWilliams (5)....cccovvvvvvvvieiinenneeee 442,127 2.15%

342,500 1.66%

Robert H. GOW (2)...ccvvveveeeeeeiiiiiiiiiiiines
254,801 1.24%

C. William Rouse (6)...

Jim C. Williams (7)...... 142,538 *

Anthony N. Kamin (8).......ccccceeevevviiiinnnnnnns 106,667 *

Brian E. Rodriguez (9)....ccoveeeeevvvvviieee 53,333 *

Mitzi Martinez-Montgomery.......cocceeevvccces s 24,114 *

Sandy Livney (10)..ccccceviiiiiieiiiiiieeeeieeee 37,500 *

Paul M. Frison (11)...cccccvcceveveeeeiinieiaeeee 6,667 *

Donna R. Rl 3,617 *

All directors and executive officers as a group (9 persons

including the executive officers and directors list ed above).. 1,413,864 6.87%

* | ess than 1%.

(1) Ownership percentages are based on 20,579%a4Bssof common stock issued and outstanding aislpfl5, 2005.
(2) Address: c/o PharmaFrontiers Corp., 2408 Titolslr Suite B-7, The Woodlands, Texas 77380.

(3) Includes 635,000 shares held by the Jarkespdadion, Inc. Mr. Jarkesy's spouse holds votingdispositive power with respect to these
shares.

(4) Address: 50 California Street, Suite 3000, Beancisco, California 94111.
(5) Includes 146,667 shares of common stock thatMéiwilliams may purchase upon exercise of stodkomg that are currently vested or
will become vested within 60 days of July 15, 20@&ludes 143,703 shares of common stock that MWiMliams may purchase upon

exercise of warrants that are currently exercisable
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(6) Includes 66,667 shares of common stock thatRduse may purchase upon exercise of stock opti@tsre currently vested or will
become vested within 60 days of July 15, 2005 .uides$ 25,215 shares of common stock that Mr. Rowgepurchase upon exercise of
warrants that are currently exercisable.

(7) Includes 56,818 shares of common stock thawiitiams may purchase upon exercise of warrardas dne currently exercisable.

(8) Includes 6,667 shares of common stock thatddmin may purchase upon exercise of stock optibasare currently vested or will
become vested within 60 days of July 15, 2005.

(9) Includes 26,667 shares of common stock thatRddriguez may purchase upon exercise of stockgthat are currently vested or will
become vested within 60 days of July 15, 2005.

(10) Includes 37,500 shares of common stock thatlisey may purchase upon exercise of warrantsat@currently exercisable.

(11) Includes 6,667 shares of common stock thatAvison may purchase upon exercise of stock optivatsare currently vested or will
become vested within 60 days of July 15, 2005.
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SELLING STOCKHOLDERS

No stockholder may offer or sell shares of our canrstock under this prospectus unless such stogkhbbs notified us of his or h

intention to sell shares of our common stock ai&l ghospectus has been declared effective by tli& S&d remains effective at the time such
selling stockholder offers or sells such shares.aféerequired to amend this prospectus to refleterial developments in our business,
financial position and results of operations. Eaiete we file an amendment to this prospectus WithSEC, it must first be declared effective
prior to the offer or sale of shares of our commtaotk by the selling stockholders.

The common stock covered by this prospectus igtoftered for the account of the selling stockhdde the following table. The selling
stockholders may from time to time sell all, som@&one of the shares of common stock offered by phospectus.

The following table, which we have prepared basethtormation provided to us by the applicableisglistockholder, sets forth the name,
number of shares of common stock beneficially owmgthe selling stockholders intending to sell common stock and the number of
shares of common stock to be offered. Unless s#t keelow, none of the selling stockholders selimgonnection with the prospectus has
held any position or office with, been employed tiyptherwise has had a material relationship witor any of our affiliates during the three
years prior to the date of the prospec

NUMBER OF
NUMBER OF S HARES OF SHARES OF NUMBER A ND % OF
COMMON STOCK COMMON STOCK OUTSTANDING SHARES OF
BENEFICIAL LY OWNED OFFERED COMMON STOCK OWNED AFTER
NAME OF SELLING STOCKHOLDER 1) HEREUNDER COMPLETION OF OFFERING
NUMBER % (2)
AFDSMSSAS, L.P. (3) 52,500 52,500 -0 -
Alkek & Williams Ventures (4) 512,501 512,501 -0 -
Alpine Atlantic Asset Management AG (5) 1,240,295 1,240,295 -0 - *
Andrew B. & Shanna Sue Linbeck (6) 127,500 127,500 -0 -
Anthony J. Spatacco, Jr. (7) 73,570 73,570 -0 - *
Anthony M. Sensoli (8) 251,644 251,644 -0 -
Anthony M. Sensoli, IRA Charles
Schwab & Co., Inc. Custodian (9) 44,620 44,620 -0 -
Archie McK Malone (10) 136,760 136,760 -0 - *
Arthur J. & Phyllis C. Goodwin 2001
Family Trust Dated 4-26-01 (11) 29,736 29,736 -0 -
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER

Beverly E. Wrubel (12)

Billie Willmon Jenkin (13)

Bobby D. Perry (14)

Bradley S. Stewart (15)

Brewer & Pritchard, PC (16)

Bruce C. Marek (17)

Bruno Nordberg (18)

Bruno or Joan A. Nordberg, JWROS (19)
C. William Rouse (20)

Cameron Living Trust Ltd 8/31/95 (21)
Capital Growth Resources (22)
Centrum Bank AG (23)

Charles L. Bradley (24)

Cimarron Biomedical Equity Master
Fund, L.P. (25)

Citigroup Global Markets Custodian
FBO Mary Ann Wesner, 2004 Roth IRA (26)

Citigroup Global Markets Custodian
FBO Mary Ann Wesner, 2005 Roth IRA (27)

Citigroup Global Markets Custodian
FBO Terry Wesner, 2004 Roth IRA (28)

@

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

29,634 29,634 -0

60,356 60,356 -0

125,003 125,003 -0

77,192 77,192 -0

382,506 382,506 -0

308,356 308,356 -0

62,625 62,625 -0

74,007 74,007 -0

234,583 38,134 196,45

29,603 29,603 -0

55,235 55,235 -0

295,000 295,000 -0

125,003 125,003 -0

625,001 625,001 -0

13,257 13,257 -0

7,228 7,228 -0
10,311 10,311 -0
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NAME OF SELLING STOCKHOLDER

NUMBER OF S
COMMON
BENEFICIAL

Citigroup Global Markets Custodian
FBO Terry Wesner, 2005 Roth IRA (29)

CKW LLC (30)

Clariden Investments LTD (31)

Crestview Capital Master, LLC (32)

Crutchfield Family 1976 Trust (33)

Dale W. Spradling (34)

Daniel L. Zimmerman (35)

David B. McWilliams (36)

David Livney (37)

David P. Haswell (38)

Davis Investments V LP (39)

Delaware Charter Guaranty & Trust fbo

Andre Guay, IRA (40)

Delaware Charter Guaranty & Trust fbo

Gisele Guay, IRA (41)

Delaware Charter Guaranty & Trust fbo
Ronald Brangwyn, IRA (42)

Dietrich & Rosemarie Riemer (43)

DLD Family Investments, LLC (44)

Donald G. Stewart (45)

Douglas Alan Jenkin (46)

@

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

13,257 13,257 -0

62,501 62,501 -0

154,178 154,178 -0
1,875,000 1,875,000 -0

147,603 147,603 -0

438,253 308,253 130,00

74,135 74,135 -0

423,193 207,958 215,23

37,500 37,500 -0

30,271 30,271 -0
2,306,745 2,136,474 170,27

24,077 24,077 -0

36,115 36,115 -0

30,384 30,384 -0

75,000 75,000 -0

500,003 500,003 -0

340,430 291,919 48,51

118,575 118,575 -0
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER

E. Elaine Schuster (47)

E55 LP (48)

Edward W. Gray and Sharon H. Gray (49)
Elizabeth J. Hanson (50)

Elizabeth J. Hanson, IRA (51)

Enable Capital Management, LLC (52)
Enable Growth Partners LP (53)
Enable Opportunity Partners LP (54)
Ervin Living Trust (55)

Ervin Living Trust Dtd.7/6/95, Robert
D. Ervin & Rita Y. Ervin Co-TTEES
(56)

First Trust Corporation TTEE FBO:
Lynn C. Kalcic (57)

First Trust Corporation TTEE FBO:
Mary A. Kalcic (58)

Frank M. Mandola (59)

Fred S. Harper (60)

Gary Hanson & Elizabeth Hanson (61)
Gemini Master Fund, Ltd. (62)
George E. Liberato (63)

George Jarkesy, Jr.

@

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

59,329 59,329 -0

62,501 62,501 -0

29,541 29,541 -0

75,000 75,000 -0

29,675 29,675 -0

888,390 888,390 -0
1,050,000 1,050,000 -0

225,000 225,000 -0

60,500 60,500 -0

62,501 62,501 -0

14,227 14,227 -0

39,109 39,109 -0

123,342 123,342 -0

166,111 166,111 -0

29,603 29,603 -0

296,541 296,541 -0

61,671 61,671 -0
1,474,500 1,474,500 -0
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER

H. Michael Lambert (64)
Harold E. Tellefsen Trust (65)

HRBFA Custo. Of the IRA FBO Mary Ann
Sharrow (66)

HRBFA Custo. Of the IRA FBO Paul G.
Sharrow (67)

|. Dwyane Davis (68)
Insiders Trend Fund LP (69)
Jack Dulworth (70)

James E. Striedel (71)
James G. Geistfeld Living Trust (72)
Jarkesy Foundation, Inc. (73)
Jerome T. Usalis (74)
Jessica Spradling (75)
Jimmy C. Williams (76)

John H. Crutchfield (77)
John T. Borgese (78)

Joseph D. Mandola (79)
Joseph L. Draskovich (80)
Joyce E. Burris (81)

Kalcic Exemption Trust (82)

@

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

349,658 304,658 45,00

86,203 86,203 -0

107,125 107,125 -0

101,173 101,173 -0

121,481 121,481 -0

129,436 129,436 -0

125,003 125,003 -0

153,202 153,202 -0

29,644 29,644 -0

635,080 635,080 -0
1,138,080 908,079 230,00

375,000 375,000 -0

106,869 80,479 26,39

295,308 295,308 -0

145,579 145,579 -0

264,182 247,515 16,66

30,250 30,250 -0

30,332 30,332 -0

30,312 30,312 -0
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER 1)

Kirk Folkerts (83)

Lakeview Direct Investments, LP (84)
Lawrence S. Yunker (85)

LB (Swiss) Private Bank LTD (86)

Linda M. Barone/Larry R. Zilli (87)

Liparus, LLC (88)

Lone Star No. 1, Ltd (89)
Louis R. Reif (90)

Marcus F. Wray (91)

Mark A. Stewart (92)

Mark S. Boland (93)
Michael Hamblett (94)
Michael K. Boudreaux (95)
Michel C. Neumann (96)
Nancy R. Greer Linn (97)

NFS LLC/FMTC FBO Richard E Crawford
(98)

Nick Lippuner & Marianne Lippuner (99)
Norman R. Morris Living Trust (100)

Pamela Dru Sutton (101)

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

269,762 216,628 53,13

250,001 250,001 -0

17,657 17,657 -0

77,063 77,063 -0

74,161 74,161 -0

29,613 29,613 -0

127,500 127,500 -0

98,251 75,651 22,60

62,501 62,501 -0

332,553 279,386 53,16

122,631 122,631 -0

147,603 147,603 -0

29,592 29,592 -0

29,962 29,962 -0

58,856 58,856 -0

148,271 148,271 -0

92,926 92,926 -0

62,501 62,501 -0

73,955 73,955 -0
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER 1)

Panacea Fund, LLC (102)
Pankaj A. Patel (103)

Parsifal Investments, L.P. (104)
Paul G. Sharrow (105)

Paul Masters, IRA (106)

Pershing LLC as Custodian FBO Kinnary
Patel Rollover IRA (107)

Pershing LLC as Custodian FBO Kinnary
Patel Roth IRA (108)

Pinnacle Trust Co., LTA (109)
Provident Premier Master Fund, Ltd
(110)

Renaissance Interests, L.P. (111)
Richard N. Ernst (112)

Richard T. Jeleniewski (113)

Robert F. Donathan (114)

Roland Hartman (115)

Ronald Brangwyn (116)

Rudy Aguirre and Therese Mosqueda
Ponce (117)

S. Edmund Resciniti (118)

SAA Trust (119)

SAA Trust, Paul & MaryAnn Mallis
TTEES (120)

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

626,250 626,250 -0

295,719 295,719 -0

131,250 131,250 -0

29,644 29,644 -0

147,192 147,192 -0

117,712 117,712 -0

117,712 117,712 -0

625,001 625,001 -0

591,438 591,438 -0

262,500 262,500 -0

296,541 296,541 -0

74,289 74,289 -0

295,308 295,308 -0

348,322 148,322 200,00

62,501 62,501 -0

30,384 30,384 -0

125,003 125,003 -0

62,625 62,625 -0

44,420 44,420 -0
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NUMBER OF S
COMMON
BENEFICIAL
NAME OF SELLING STOCKHOLDER 1)

Sanders Morris Harris (121)
Sandra L. Livney (122)
Schroder & Co Bank AG (123)
Scott B. Seiman (124)
Shantilal C. Patidar (125)
SIBEX Capital Fund, Inc. (126)
SMI Re Limited (127)

Snehal S Patel & Kinnary Patel, Jt.
Tenants in Common (128)

Stahl Family Revocable Living Trust
dated 8-23-01 (129)

Sterling Trust Co fbo Carol A. Wynn
(130)

Sterling Trust Company, Custodian fbo
Harold E. Tellefsen (131)

Stone & Sutton, P.A. P/S Trust Pam
Sutton, Trustee (132)

T. William Merrill (133)

TCMP3 Partners, L.P. (134)

Terry H. Wesner (135)

Terry Wesner & MaryAnn Wesner (136)
Timothy L. Brawner (137)

Todd R. Allen (138)

University of Chicago (139)

NUMBER OF

HARES OF SHARES OF NUMBER A
STOCK COMMON STOCK OUTSTANDING
LY OWNED OFFERED COMMON STOCK
HEREUNDER COMPLETION
NUMBER

652,752 652,752 -0

37,500 37,500 -0

524,031 524,031 -0

150,000 150,000 -0

183,666 138,666 45,00

750,000 750,000 -0
3,572,397 3,372,397 200,00

979,610 979,610 -0

30,260 30,260 -0

58,856 58,856 -0

54,931 54,931 -0

29,582 29,582 -0

125,003 125,003 -0

296,438 296,438 -0

364,540 308,048 56,49

152,329 152,329 -0

29,644 29,644 -0

92,269 92,269 -0

550,397 550,397 -0
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NUMBER OF

NUMBER OF S HARES OF SHARES OF NUMBER A ND % OF
COMMON STOCK COMMON STOCK OUTSTANDING SHARES OF
BENEFICIAL LY OWNED OFFERED COMMON STOCK OWNED AFTER
NAME OF SELLING STOCKHOLDER Q) HEREUNDER COMPLETION OF OFFERING
NUMBER % (2)
vFinance Managed by Jonathan C. Rich
(140) 14,000 14,000 -0 -
Yellowstone Equity Partners, Ltd.
(141) 243,750 243,750 -0 -
Millard B. Ryland, IRA (142) 87,499 87,499 -0 -
Albert and Margaret Alkek Foundation
(143) 625,002 625,002 -0 -
Beverly B. Arnold (144) 250,002 250,002 -0 - *
Walter W. Pollack, Jr. (145) 375,000 375,000 -0 -
Michale and Kristine Marrale (146) 75,000 75,000 -0 - *
Sam Buck (147) 75,000 75,000 -0 -
Starboard Capital Markets (148) 1,000 1,000 -0 - *
Monarch Capital Group, LLC (149) 850 850 -0 -
SW Bach (150) 11,900 11,900 -0 -
Harry Groszecki (151) 112,500 112,500 -0 -
Lippert Heilshorn & Associates Inc.
(152) 49,838 49,838 -0 -
James Boston (153) 27,503 27,503 -0 -
682501 Alberta Ltd. (154) 62,501 62,501 -0 -
Mitchell Sassower (155) 37,500 37,500 -0 -
D. Carl Lustig (156) 50,003 50,003 -0 -
Steven Sach (157) 75,000 75,000 -0 -

(1) Beneficial ownership is determined in accoraawith the rules of the Securities and Exchange i@msion and generally includes voting
or investment power with respect to securities.r&haf common stock subject to options or warrantsently exercisable or exercisable
within 60 days of July 15, 2005 are deemed outstanidr computing the percentage of the personihglduch option or warrant but are not
deemed outstanding for computing the percentageybther person.

(2) Percentage is based on 21,153,746 shares ohoorstock outstanding.

(3) Includes 38,500 shares of common stock undeglwiarrants. Saleh M. Shenaq exercises voting epasitive power over all of the
shares beneficially owned by AFDSMSSAS.
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(4) Includes 375,834 shares of common stock unuherhyarrants. Alkek & Williams Ventures is a prieahvestment fund. Scott Seaman
exercises voting and dispositive power over athefshares beneficially owned by Alkeck & Williaentures.

(5) Includes 817,149 shares of common stock unihgriwarrants. Alpine Atlantic Asset Management AGiprivate investment fund. Willy
Betschart exercises voting and dispositive power @l of the shares beneficially owned Alpine,wizZh based private investment fund.

(6) Includes 93,500 shares of common stock undeglyiarrants.
(7) Includes 48,451 shares of common stock undeglyiarrants.
(8) Includes 165,839 shares of common stock uniherhyarrants.

(9) Includes 29,421 shares of common stock undeglyiarrants. Anthony M. Sensoli exercises voting dispositive power over all of the
shares beneficially owned by Anthony M. SensoliAl@harles Schwab & Co., Inc. Custodian.

(10) Includes 94,791 shares of common stock uniherhyarrants.

(11) Includes 19,607 shares of common stock unieriyarrants. Arthur J. Goodwin exercises votind dispositive power over all of the
shares beneficially owned by Arthur J. & Phyllis@odwin 2001 Family Trust Dated 4-26-01.

(12) Includes 19,531 shares of common stock unuherhyarrants.
(13) Includes 39,861 shares of common stock uniherhyarrants.
(14) Includes 91,669 shares of common stock unuherhyarrants.
(15) Includes 51,107 shares of common stock uniherhyarrants.

(16) Includes 36,669 shares of common stock uniieriywarrants. Brewer and Pritchard, PC is a pradesd corporation. Thomas Pritchard
exercises voting and dispositive power over athefshares beneficially owned by Brewer and PrittfRC.

(17) Includes 204,128 shares of common stock uyidgrivarrants.

(18) Includes 45,925 shares of common stock unuherhyarrants.

(19) Includes 48,772 shares of common stock uniherhyarrants.

(20) Includes 25,215 shares of common stock unihgriwarrants and 66,667 options that are vesteld avitexercise price of $3.00.

(21) Includes 19,509 shares of common stock unuhgriwarrants. Mr. George
R. Cameron exercises voting and dispositive power all of the shares beneficially owned by Camétriwing Trust.

(22) Includes 37,371 shares of common stock unihgrhyarrants. Capital Growth Resources is a Brakealer that acquired these securities
for underwriting activities. Walt Miller has the wer to vote and dispose of these shares owned pifaC&rowth Resources.
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(23) Includes 194,333 shares of common stock uyigdgrivarrants. William Pinamonti exercises votinglalispositive power over all of the
shares beneficially owned by Centrum Bank AG.

(24) Includes 91,669 shares of common stock uniherhyarrants.

(25) Includes 458,334 shares of common stock uyidgrivarrants. Cimarron Biomedical Equity MastenBus an investment fund. J. H.
Cullum Clark has the power to vote and disposehafrfaFrontiers Common Stock owned by Cimarron Btiozg Equity Master Fund.

(26) Includes 8,731 shares of common stock undegiwiarrants. Mary Ann Wesner exercises voting dsplasitive power over all of the
shares beneficially owned by Mary Ann Wesner, 2B0th IRA.

(27) Includes 4,761 shares of common stock undeglwiarrants. Mary Ann Wesner exercises voting aspasitive power over all of the
shares beneficially owned by Mary Ann Wesner, 2B0th IRA.

(28) Includes 6,791 shares of common stock undeglyiarrants. Terry Wesner exercises voting andoditigpe power over all of the shares
beneficially owned by Terry Wesner, 2004 Roth IRA.

(29) Includes 8,731 shares of common stock undeglyiarrants. Terry Wesner exercises voting andoditigpe power over all of the shares
beneficially owned by Terry Wesner, 2005 Roth IRA.

(30) Includes 45,834 shares of common stock unihgrhwarrants. CKW LLC is a private investment fubdvid J Kowalick exercises voting
and dispositive power over all of the shares beralfy owned by CKW LLC.

(31) Includes 102,064 shares of common stock uyidgrivarrants. Clariden Investments LTD. Is a piévimvestment fund. Ricc-Lee Ingram
exercises voting and dispositive power over athefshares beneficially owned by Clariden InvestsiefD.

(32) Includes 1,375,000 shares of common stocknlyidg warrants. Crestview Capital Master, LLC ipravate investment fund. Daniel .
Warsh exercises voting and dispositive power ollexfahe shares beneficially owned by Crestviewita Master, LLC.

(33) Includes 97,242 shares of common stock unihgrhyarrants. John Crutchfield exercises voting disgositive power over all of the
shares beneficially owned by Crutchfield Family @ Itust

(34) Includes 204,053 shares of common stock uyidgrivarrants.

(35) Includes 48,866 shares of common stock uniherhyarrants.

(36) Includes 143,703 shares of common stock uyidgrivarrants and 146,667 options that are vesiddam exercise price of $3.00.
(37) Includes 27,500 shares of common stock unuherhyarrants.

(38) Includes 19,998 shares of common stock uniherhyarrants.
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(39) Includes 1,456,747 shares of common stocknlyidg warrants. Davis Investments V, LP is a ptévaavestment fund. Christopher Da
exercises voting and dispositive power over athefshares beneficially owned by Davis InvestméhtsP.

(40) Includes 15,896 shares of common stock unihgrhyarrants. Andre Guay exercises voting and digpe power over all of the shares
beneficially owned by Andre Guay, IRA.

(41) Includes 23,844 shares of common stock unihgriwarrants. Gisele Guay exercises voting andadisipe power over all of the shares
beneficially owned by Gisele Guay, IRA.

(42) Includes 20,081 shares of common stock uniherhyarrants. Ronald Brangwyn exercises voting disdositive power over all of the
shares beneficially owned by Ronald Brangwyn, IRA.

(43) Includes 55,000 shares of common stock uniherhyarrants.

(44) Includes 366,669 shares of common stock uyidgrivarrants. Laura Liang exercises voting angak#tive power over all of the shares
beneficially owned by DLD Family Investments, LLC.

(45) Includes 197,574 shares of common stock uyidgrivarrants.
(46) Includes 78,155 shares of common stock uniherhyarrants.
(47) Includes 39,108 shares of common stock unuherhyarrants.

(48) Includes 45,834 shares of common stock unihgrhyarrants. Fanny Chan exercises voting and diipe power over all of the shares
beneficially owned by E55LP.

(49) Includes 19,463 shares of common stock unuherhyarrants.
(50) Includes 55,000 shares of common stock uniherhyarrants.

(51) Includes 19,561 shares of common stock unihgrhywarrants. Elizabeth J. Hanson exercises vaimydispositive power over all of the
shares beneficially owned by Elizabeth J. HansRA., |

(52) Includes 585,486 shares of common stock uyidgrivarrants. Enable Capital Management, LLC figigate investment fund. Brendan
O'Neil exercises voting and dispositive power aaleéof the shares beneficially owned by Enable @apilanagement, LLC.

(53) Includes 770,000 shares of common stock uyidgrivarrants. Enable Growth Partners LP is a peiwavestment fund. Brendan O'Neil
exercises voting and dispositive power over athefshares beneficially owned by Enable GrowthrieastLP.

(54) Includes 165,000 shares of common stock uyidgrivarrants. Enable Opportunity Partners LP psigate investment fund. Brendan
O'Neil exercises voting and dispositive power aleof the shares beneficially owned by Enable Gpputy Partners LP.

(55) Includes 39,967 shares of common stock uniigriywarrants. Robert D. Ervin exercises voting dispositive power over all of the
shares beneficially owned by Ervin Living Trust.
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(56) Includes 45,834 shares of common stock unihgrhyarrants. Robert D. Ervin & Rita Y. Ervin GOFEES exercise voting and disposit
power over all of the shares beneficially ownedsyin Living Trust Dated 7/6/95.

(57) Includes 9,381 shares of common stock undeglwiarrants. Lynn C. Kalcic exercises voting argpdsitive power over all of the shares
beneficially owned by First Trust Corporation TTEBO: Lynn C. Kalcic.

(58) Includes 25,787 shares of common stock unihgrhyarrants. Mary A. Kalcic exercises voting anshdsitive power over all of the
shares beneficially owned by First Trust Corporafid EE FBO: Mary A. Kalcic.

(59) Includes 81,651 shares of common stock unuherhyarrants.
(60) Includes 114,115 shares of common stock uyidgrivarrants.
(61) Includes 19,509 shares of common stock unuherhyarrants.

(62) Includes 195,463 shares of common stock uyidgrivarrants. Gemini Master Fund, Ltd. is a prévetvestment fund. Steven Winters
exercises voting and dispositive power over athefshares beneficially owned by Gemini Master Fubd!

(63) Includes 40,826 shares of common stock unuherhyarrants.
(64) Includes 201,416 shares of common stock uyidgrivarrants.

(65) Includes 61,455 shares of common stock unihgrhywarrants. Harold E. Tellefsen exercises voting dispositive power over all of the
shares beneficially owned by Harold E. Tellefsenstr

(66) Includes 70,638 shares of common stock unieriyarrants. Mary Ann Sharrow exercises voting disgositive power over all of the
shares beneficially owned by HRBFA Custodian ofltR& FBO Mary Ann Sharrow.

(67) Includes 66,714 shares of common stock unihgriwarrants. Paul G. Sharrow exercises votingdisplositive power over all of the
shares beneficially owned by HRBFA Custodian oflfR& FBO Paul G. Sharrow.

(68) Includes 84,686 shares of common stock uniherhyarrants.

(69) Includes 85,870 shares of common stock unihgrhyarrants. Insiders Trend Fund LP is a privatestment fund. Anthony Marchese
exercises voting and dispositive power over athefshares beneficially owned by Insiders TrenddHLiR.

(70) Includes 91,669 shares of common stock uniheyhyarrants.
(71) Includes 101,348 shares of common stock uyidgrivarrants.

(72) Includes 19,539 shares of common stock unihgrhyarrants. James G. Geistfield exercises vaiimg) dispositive power over all of the
shares beneficially owned by James G. Geistfelthgirust.
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(73) Includes 439,325 shares of common stock uyidgrivarrants. George Jarkesy Jr. exercises vatinpdispositive power over all of the
shares beneficially owned by Jarkesy Foundation.

(74) Includes 662,625 shares of common stock uyidgrivarrants.
(75) Includes 275,000 shares of common stock uyidgrivarrants.
(76) Includes 56,818 shares of common stock uniherhyarrants.
(77) Includes 194,559 shares of common stock uyidgrivarrants.
(78) Includes 102,358 shares of common stock uyidgrivarrants.
(79) Includes 168,311 shares of common stock uyidgrivarrants.
(80) Includes 19,983 shares of common stock unuherhyarrants.
(81) Includes 20,044 shares of common stock uniherhyarrants.

(82) Includes 20,029 shares of common stock unihgriywarrants. Paul A Kalcic exercises voting argpdsitive power over all of the shares
beneficially owned by Kalcic Exemption Trust.

(83) Includes 147,861 shares of common stock uyidgrivarrants.

(84) Includes 183,334 shares of common stock uyidgrivarrants. Thomas Elden exercises voting asdadiitive power over all of the
shares beneficially owned by Lakeview Direct Inwests, LP.

(85) Includes 11,628 shares of common stock uniherhyarrants.

(86) Includes 51,013 shares of common stock unuherhyarrants. Olaf Herr exercises voting and digpeaspower over all of the shares
beneficially owned by LB (Swiss) Private Bank LTD.

(87) Includes 48,885 shares of common stock unuherhyarrants.

(88) Includes 19,516 shares of common stock unihgrhyarrants. Gregory Mallis exercises voting arspdsitive power over all of the sha
beneficially owned by Liparus, LLC.

(89) Includes 93,500 shares of common stock uniheriywarrants. James H. Glanville exercises votimg) dispositive power over all of the
shares beneficially owned by Lone Star No. 1, Ltd

(90) Includes 49,977 shares of common stock unuherhyarrants.
(91) Includes 45,834 shares of common stock uniherhyarrants.
(92) Includes 193,883 shares of common stock uyidgrivarrants.
(93) Includes 85,530 shares of common stock uniherhyarrants.
(94) Includes 97,242 shares of common stock unuherhyarrants.
(95) Includes 19,501 shares of common stock uniherhyarrants.
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(96) Includes 19,772 shares of common stock unuherhyarrants.
(97) Includes 38,761 shares of common stock uniherhyarrants.

(98) Includes 97,732 shares of common stock uniigriywarrants. Richard E. Crawford exercises votind dispositive power over all of the
shares beneficially owned by NFS LLC/FMTC FBO Richg. Crawford.

(99) Includes 65,946 shares of common stock uniherhyarrants.

(100) Includes 45,834 shares of common stock uyiggrivarrants. Norman R. Morris exercises votind dispositive power over all of the
shares beneficially owned by Norman R. Morris Liyifrust.

(101) Includes 48,734 shares of common stock uyidgrivarrants.

(102) Includes 459,250 shares of common stock Uyidgrwarrants. Panacea Fund, LLC is a private stment fund. Charles Polsky
exercises voting and dispositive power over athefshares beneficially owned by Panacea Fund, LLC.

(103) Includes 194,861 shares of common stock lyidgrwarrants.

(104) Includes 96,250 shares of common stock uyidgrivarrants. Parsifal Investments, L.P. is agtgvinvestment fund. Alfred L. Deaton
[l exercises voting and dispositive power overddithe shares beneficially owned by Parsifal Itwesits, L.P.

(105) Includes 28,607 shares of common stock uyidgrivarrants. Patrick Linbeck is a financial coltesot and acquired these securities f
result of the Company's June/July 2005 funding.

(106) Includes 19,539 shares of common stock uyidgrivarrants.

(107) Includes 96,941 shares of common stock uyidgrivarrants. Paul Masters exercises voting aspaditive power over all of the shares
beneficially owned by Paul Masters IRA.

(108) Includes 77,522 shares of common stock uyidgrivarrants. Kinnary Patel exercises voting aispakitive power over all of the shal
beneficially owned by Kinnary Patel Rollover IRA.

(109) Includes 77,522 shares of common stock uyidgrivarrants. Kinnary Patel exercises voting aispakitive power over all of the shal
beneficially owned by Kinnary Patel Roth IRA.

(110) Includes 458,334 shares of common stock lyidgrwarrants. Pinnacle Trust Co., LTA is a privatvestment fund that acquired these
securities for underwriting activities. Andrew Ltk has the power to vote and dispose of Pharm&érsiCommon Stock owned by
Pinnacle Trust Co., LTA.

(111) Includes 389,721 shares of common stock Uyidgrwarrants. Provident Premier Master Fund, ligch private investment fund. Stev
Winters exercises voting and dispositive power @alkeof the shares beneficially owned by Provideremier Master Fund, Ltd.
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(112) Includes 192,500 shares of common stock Uyidgrwarrants. Renaissance Interests, L.P. isvafer investment fund. Bradley C. Karp
exercises voting and dispositive power over athefshares beneficially owned by Renaissance bterk.P.

(113) Includes 195,463 shares of common stock lyidgrwarrants.
(114) Includes 48,979shares of common stock uniherlyarrants.
(115) Includes 194,559 shares of common stock lyidgrwarrants.
(116) Includes 97,769 shares of common stock uyidgrivarrants.
(117) Includes 45,834 shares of common stock uyidgrivarrants.
(118) Includes 20,081 shares of common stock uyidgrivarrants.
(119) Includes 91,669 shares of common stock uyidgrivarrants.

(120) Includes 45,925 shares of common stock uyidgrivarrants. Paul and Mary Ann Mallis TTEES exs&ovsoting and dispositive power
over all of the shares beneficially owned by SAAISir

(121) Includes 29,274 shares of common stock uyidgrivarrants. Paul and Mary Ann Mallis TTEES ex&ovoting and dispositive power
over all of the shares beneficially owned by SAASirPaul and Mary Ann Mallis TTEES.

(122) Includes 87,920 shares of common stock uyidgrivarrants. Salient Partners is an investment fhat acquired these securities for
underwriting activities. Andrew Linbeck has the povo vote and dispose of PharmaFrontiers CommockSiwned by Salient Partners.

(123) Includes 304,968 shares of common stock Uyidgrwarrants. Sanders Morris Harris is an investirfirm that acquired these securit
for underwriting activities. Ben Morris has the pavio vote and dispose of PharmaFrontiers CommaoackStwned by Sanders Morris Harris.

(124) Includes 37,500 shares of common stock uyidgrivarrants.

(125) Includes 346,889 shares of common stock lyidgrwarrants. Markus Keller exercises voting aigpositive power over all of the
shares beneficially owned by Schroder & Co Bank AG

(126) Includes 110,000shares of common stock uyidgrivarrants.
(127) Includes 96,188 shares of common stock uyidgrivarrants.

(128) Includes 550,000 shares of common stock lyidgrwarrants. SIBEX Capital Fund, Inc. is a pteénvestment fund. Oleg S.
Krasnoshchek exercises voting and dispositive pawer all of the shares beneficially owned by SIBEXpital Fund, Inc.

(129) Includes 2,231,091 shares of common stocklyidg warrants. SMI Re Limited is a private intragnt fund. Dr. Reginal McDaniel
exercises voting and dispositive power over athefshares beneficially owned by SMI Re Limited.
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(130) Includes 38,761 shares of common stock uyidgrivarrants.

(131) Includes 609,219 shares of common stock lyidgrwarrants. Frederick Stahl Jr. exercises \ptnd dispositive power over all of the
shares beneficially owned by Stahl Family Revocabteng Trust Dated 8-23-01.

(132) Includes 38,761 shares of common stock uyigdgrivarrants. Carol A Wynn exercises voting argpdsitive power over all of the
shares beneficially owned by Sterling Trust CompaB@® Carol A. Wynn.

(133) Includes 36,323shares of common stock uniberhyarrants. Harold E Tellefsen exercises votingd dispositive power over all of the
shares beneficially owned by Sterling Trust Comp@ngtodian FBO Harold E Tellefsen.

(134) Includes 19,494 shares of common stock uyidgrivarrants. Pam Sutton exercises voting andodiige power over all of the shares
beneficially owned by P.A. P/S Trust Pam Suttonsiea.

(135) Includes 91,669 shares of common stock uyidgrivarrants.

(136) Includes 195,388 shares of common stock lyidgrwarrants. TCMP3 Partners, LP is a privateestment fund. Steve Slawson
exercises voting and dispositive power over athefshares beneficially owned by TCMP3 Partners, LP

(137) Includes 203,902 shares of common stock lyidgrwarrants.
(138) Includes 100,708 shares of common stock lyidgrwarrants.

(139) The University of Chicago, an lllinois not-profit corporation, having its principal officé 8555 S. Woodlawn Avenue, Chicago, IL
60637 USA. Alan Thomas exercises voting and disipespower over all of the shares beneficially odiy the University of Chicago.

(140) Includes 19,539 shares of common stock uyidgrivarrants.
(141) Includes 65,464 shares of common stock uyidgrivarrants.

(142) Includes 14,000 shares of common stock uyiggrivarrants. vFinance is an investment firm gnaquired these securities for
underwriting activities. Jonathon C. Rich has thaver to vote and dispose of PharmaFrontiers Com&tock owned by vFinance.

(143) Includes 178,750 shares of common stock lyidgrwarrants. Yellowstone Equity Partners, L&laiprivate investment fund. Brenda
Lee exercises voting and dispositive power oveofdlhe shares beneficially owned by YellowstoneiBgPartners, Ltd.

(144) Includes 64,166 shares of common stock uyidgrivarrants. Millard B. Ryland exercises votingdalispositive power over all of the
shares beneficially owned by Millard B. Ryland IRA.

(145) Includes 458,335 shares of common stock lyidgrwarrants. Albert & Margaret Alkek Foundatiea private investment fund. Scott
Seaman exercises voting and dispositive power alVef the shares beneficially owned by Albert & idaret Alkek Foundation.

(146) Includes 183,335 shares of common stock lyidgrwarrants.
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(147) Includes 275,000 shares of common stock lyidgrwarrants.
(148) Includes 55,000 shares of common stock uyidgrivarrants.
(149) Includes 55,000 shares of common stock uyidgrivarrants.

(150) Includes 1,000 shares of common stock unihgriywarrants. Starboard Capital Markets is an itmest firm that acquired these
securities for underwriting activities. Michael Halett has the power to vote and dispose of Pharomiiers Common Stock owned by
Starboard Capital Markets.

(151) Includes 1,000 shares of common stock unihgrhyarrants. Monarch Capital Group, LLC is an istweent firm that acquired these
securities for underwriting activities. Anthony Maese has the power to vote and dispose of Phaomigéhs Common Stock owned by
Monarch Capital Group, LLC.

(152) Includes 11,900 shares of common stock uyidgrivarrants. SW Bach is an investment firm thafuared these securities for
underwriting activities. Guy Clemente has the poteerote and dispose of PharmaFrontiers CommorkStaned by SW Bach.

(153) Includes 82,500 shares of common stock uyigdgrivarrants.
(154) Keith L. Lippert has the power to vote anspadise of the shares owned by Lippert Heilshorn &o&gtes, Inc.
(155) Includes 20,169 shares of common stock uyidgrivarrants.

(156) Includes 45,834 shares of common stock uyidgrivarrants. 682501 Alberta Ltd. is a privateastment fund. Jeff Green exercises
voting and dispositive power over all of the shdreseficially owned by Albert & Margaret Alkek Fadetion.

(157) Includes 27,500 shares of common stock uyidgrivarrants.
(158) Includes 36,669 shares of common stock uyidgrivarrants.
(159) Includes 55,000 shares of common stock uyidgrivarrants.
CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
There are no related party transactions.
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DESCRIPTION OF SECURITIES
CAPITALIZATION OF THE COMPANY
COMMON STOCK

We are authorized to issue 50,000,000 shares ofmmomstock, par value $0.05 per share. As of Jup20B5, there are 20,579,545 shares of
common stock issued and outstanding. Each sharenafnon stock is entitled to one vote per shar¢hferelection of directors and on all
other matters submitted to a vote of stockholdBEngre are no cumulative voting rights. Common stoddters do not have preemptive rights
or other rights to subscribe for additional shaaesl the common stock is not subject to conversiaedemption. In the event of liquidation,
the holders of common stock will share equallyrig balance of corporate assets available for Higion to them. Subject to the rights of
holders of the any other securities subsequerglyeid, holders of the common stock are entitleéd¢eive dividends when and as declared by
our Board of Directors out of funds legally avalbNe have not paid any dividends since its incepand has no intention to pay any
dividends in the foreseeable future. Any futureidiwmds would be subject to the discretion of thaBaf Directors and would depend on,
among other things, our future earnings, the opeyatnd financial condition, our capital requirersermnd general business conditions.

PREFERRED STOCK

We are authorized to issue 10,000,000 shares tdrped stock, no par value per share. As of July2085, no shares of preferred stock are
issued and outstanding. Our Board of Directors waitout approval of our stockholders, issue onenore series of preferred stock. If we
offer preferred stock, our Board of Directors wd#itermine the number of shares and the rightsepmetes and limitations of each series.
These rights, preferences and limitations may bhelspecific designations, number of shares, ligiadavalue, dividend rights, liquidation
and redemption rights, voting rights, other riglnsjuding conversion or exchange rights, if anyd any other specific terms.

PROMISSORY NOTES

During the six months ended February 14, 2005,ssedd 15% Convertible Exchangeable Notes with greggte principal amount of $6.1
million. On June 30, 2005, all of the 15% ConvdetiBxchangeable Notes and associated rights teanarivere exchanged for common s
and Series A Warrants, Series B Warrants and S€ri&arrants. None of the notes or rights to wagaemain outstanding.

WARRANTS AND OPTIONS

2004 STOCK INCENTIVE PLAN. Pursuant to our 2004 ckdncentive Plan we may issue to our officersectiors, employees and
consultants incentive stock options, non-qualiigatk options and shares of restricted stock. Tée provides for us to issue up to 2,000,000
shares of its common stock pursuant to awards uhdgslan. The maximum number of shares in the Risincreased to 3,000,000 by
shareholder vote at our annual meeting in June.288%f July 15, 2005, we had outstanding optigmanted pursuant to the plan, to purct
1,424,500 shares of common stock at an exercise pfi$3.00 per share. All of our outstanding amgiexpire five years after the date of
grant. The plan is designed to qualify under therlml Revenue Code as an incentive stock optiam. pl

SERIES A WARRANTS, SERIES B WARRANTS AND SERIES CARRANTS. As of July 15, 2005 we have issued andtaniding (i)
Series A Warrants to purchase an aggregate of 01,84 of our common shares, (ii) Series B Warrtmfsurchase an aggregate of 4,164,054
of our common shares, and (iii) Series C Warramfsurchase an aggregate of 8,328,107 of our conghares.
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The Series A Warrant is exercisable at any timetesdan exercise price of $2.00 per share andesxpir the later of (i) February 17, 200¢

(i) five months after the registration statemeortthe re-sale of the warrant shares becomes w#edtwe issue common stock or common
stock equivalents for a price less than $1.50ettexcise price will be revised to equal such loprize and the number of shares subject to the
warrant shall increase proportionately; providealyéver, the exercise price will not be reduced Wwe$d.00 and any increase in the numb
shares shall be proportionately limited.

The Series B Warrant is exercisable at any timehasdan exercise price of $2.90 per share andesxpir the later of (i) October 17, 2006 or
(i) 12 months after the registration statementtfar re-sale of the warrant shares becomes efédtiwe issue common stock or common
stock equivalents for a price less than $1.50¢ttecise price will be revised to $2.00 and the beinof shares subject to the warrant shall
increase proportionately.

The Series C Warrant is exercisable at any timehascan exercise price of $4.00 per share andesxpime 17, 2010; if prior to the third
anniversary of the closing of the offering we issoenmon stock or common stock equivalents for egiess than $1.50, the exercise price
will be revised to $3.00 and the number of shavkgest to the warrant shall increase proportioyaiélprior to the third anniversary of the
closing of the offering we issue common stock anomn stock equivalents for a price less than tha tturrent exercise price but more than
$1.50, the exercise price will be revised to edoalweighted average price of the outstanding shemd the newly issued shares; if after the
third anniversary of the closing of the offering i@sue common stock or common stock equivalenta fmice less than the then current
exercise price, the exercise price will be revigedqual the weighted average price of the out#tgmshares and the newly issued shares;
whenever any such adjustments are made to theisxgmice, the number of shares subject to theeS€&iWarrant shall increase
proportionately; provided, the exercise price wik be reduced below $3.00 and any increase inuher of shares shall be proportionately
limited.

All of the warrants are exercisable immediatelycltaf the Series A warrants, Series B warrantsSaries C warrants are only exercisablt
"accredited investors" as defined in Regulationnder the Securities Act of 1933.

PLACEMENT AGENT WARRANTS. In connection with the #Convertible Exchangeable Note offering and themon stock offering
closed June 17, 2005 we have issued to the placeagent and other brokerage firms in those offeriwgrrants to purchase an aggregate of
145,827 shares of common stock at an exercise pfi#.50. These warrants are exercisable immegiatel will expire June 17, 2010.

OTHER OBLIGATIONS TO ISSUE SHARES. We have enteirgd an agreement for services which obligateousstue shares of common
stock with a value of $85,000 to BlausenLisi LPatidition, our license agreement with the UnivgrsftChicago obligates us, subsequent to
the later of November 30, 2005 or a financing,ingi$10 million or more, to issue sufficient addital shares to the University of Chicago so
that it holds 2.6% of our common stock.

RESTRICTIONS ON SALES BY CERTAIN EXISTING SHAREHOLD ERS

A total of 3,941,248 shares of our common stockl gl Warren C. Lau, George Jarkesy, Jr., R. Wayitesehe, Robert H. Gow, David M.
Klausmeyer, Bruce Mackler and David R. Strawn aitgect to a lock-up agreement that precluded ales gaior to June 4, 2005 and,
thereafter, limits sales of up to an aggregated@{@56 shares of our common stock per 90-day pefioid lock-up will terminate if the last
sales price of our common stock is at or aboveGRLPer share for 10 out of 20 consecutive dayapon a "change of control" transaction.
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A total of 891,820 shares of our common stock hgldseorge Jarkesy, Jr. and Brewer & Prichard, Br€ subject to another lock-up
agreement effective May 2004 that limits salespfaian aggregate of 74,319 shares of our comnuak gier 90-day period. This lock-up

agreement restriction will terminate if the ladiesgorice of our common stock is at or above $1p&0share for 10 out of 20 consecutive
days, or upon a "change of control" transaction.

A total of 2,500,000 shares held by Top Tier Ine=nt, LLC and various other shareholders are stutjeanother lock-up agreement
effective November 5, 2004 that precludes any gaies to November 5, 2005 and, thereafter, liléfes of up to an aggregate of 312,500
shares of our common stock per 90-day period. Tisame termination provision in this lock-up agresr
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PLAN OF DISTRIBUTION

We are registering shares of our common stock balbef the selling stockholders. As used in thiggpectus, "selling stockholders" inclus
donees, transferees, pledgees and other succesgueyest (other than purchasers pursuant topttispectus) selling shares received from a
named selling stockholder after the date of thisspectus. We will pay for all costs, expenses aed fn connection with the registration of
the shares. The selling stockholders will pay fbsalling discounts and commissions, if any. Thlirsg stockholders may offer and sell their
shares from time to time in one or more of thedieihg types of transactions (including block trastgms):

0 on any national exchange on which the sharebséed or any automatic quotation system througkctwvthe shares are quoted,
0 in the over-the-counter market,

0 in privately negotiated transactions,

o through put and call transactions,

o through short sales, and

0 a combination of such methods of sale.

The selling stockholders may sell their sharegetailing market prices or at privately negotiapeites. The selling stockholders may use
brokers, dealers or agents to sell their shares.pEinsons acting as agents may receive compengatiom form of commissions, discounts or
concessions. This compensation may be paid byelliegstockholders or the purchasers of the sHareshom such persons may act as
agent, or to whom they may sell as a principabath.

The selling stockholders may enter into hedgingsaations with broker-dealers or other financiatitations. In connection with these
transactions, broker-dealers or other financiditutsons may engage in short sales of the sharései course of hedging positions they
assume with selling stockholders. The selling dtotdters may also enter into options or other treisas with broker-dealers or other
financial institutions which require the deliverythese broker-dealers or other financial institugi of shares, which such broker-dealer or
other financial institution may resell pursuanthcs prospectus (as amended or supplemented &ztsilich transaction). The selling
stockholders may also engage in short sales oéstzard, in those instances, this prospectus mdglhered in connection with the short
sales and the shares offered under this prospe@yde used to cover the short sales.

The selling stockholders and any agents or brokefeds that participate with the selling stockhodda the offer and sale of the shares may
be deemed to be "underwriters" within the meanin8extion 2(11) of the Securities Act of 1933. Asgmmissions they receive and any
profit they realize on the resale of the sharethbyn may be deemed to be underwriting discountscamimissions under the Securities Ac
1933. Neither we nor any selling stockholder caspntly estimate the amount of such compensatiecalse a selling stockholder may be
deemed to be an "underwriter" within the meaninthefSecurities Act of 1933, the selling stockhaddeill be subject to the prospectus
delivery requirements of the Securities Act of 198Bich may include delivery through the facilitiethe applicable exchange or automated
guotation system pursuant to Rule 153 under thar8ies Act of 1933. The selling stockholders mayes to indemnify any agent, dealer or
broker-dealer that participates in transactionslving shares against certain liabilities, incluglifabilities arising under the Securities Act of
1933.
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The selling stockholders and any other persongipéting in a distribution of the securities cowkl®y this prospectus will be subject to
applicable provisions of the Securities Exchangedfd 934 and the rules and regulations under #wifties Exchange Act of 1934,
including Regulation M, which may limit the timirg§ purchases and sales of any of the securitighdgelling stockholders and any other
such person. Furthermore, under Regulation M, anggn engaged in the distribution of the securitiay not simultaneously engage in
market-making activities with respect to the pailae securities being distributed for certain pdsi@rior to the commencement of or during
such distribution. Regulation M's prohibition orrgliases may include purchases to cover short posiby the selling stockholders, and a
selling stockholder's failure to cover a short posiat a lender's request and subsequent purchgghe lender in the open market of shares
to cover such short positions, may be deemed tetitote an inducement to buy shares, which is jpitéd by Regulation M. All of the above
may effect the marketability of the securities #mel ability of any person or entity to engage imke&making activities with respect to the
securities.

We are not aware of whether the selling stockhsltiave entered into any agreements, understandergamgements with any brokdealer:
regarding the sale of their shares, nor as we athatdhere is an underwriter or coordinating braketing in connection with the proposed
sale of shares by the selling stockholders.

Selling stockholders also may resell all or a poribf the shares in open market transactions iamet upon Rule 144 under the Securities
Act of 1933, provided they meet the criteria andfoom to the requirements of that rule.

Following notification by a selling stockholder thiahas entered into any material arrangement witinoker-dealer for the sale of shares
through a block trade, special offering, exchanig&iiution or secondary distribution or a purchbgea broker or dealer, a supplement to this
prospectus will be filed, if required, pursuanRuole 424(b) under the Securities Act, disclosing:

o the name of each such selling stockholder artdeoparticipating broker-dealer(s);

o the number of shares involved,

o the initial price at which these shares were;sold

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

o that such broker-dealer(s) did not conduct amgstigation to verify the information set out ocamporated by reference in this prospectus;
and

O any other facts material to the transactions.

In addition, following notification by a sellingatkholder that a donee, pledgee, transferee or stleeessor-in-interest of such selling
stockholder intends to sell more than 500 sharesyil file a supplement to this prospectus.
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LEGAL MATTERS
The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & Elkibg$., Houston, Texas.
EXPERTS

The consolidated financial statements for the peaied December 31, 2004 and for the period froraalgr22, 2003 (date of inception) to
December 31, 2003 included in this prospectus baea audited by Malone & Bailey PC, independenisteged public accounting firm, as
stated in their report appearing herein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statementile with the Securities and Exchange Commissidhis prospectus does not contain a
the information contained in the registration staat and all of the exhibits and schedules thefaiofurther information about
PharmaFrontiers Corp., please see the completstraipn statement. Summaries of agreements or ddwaments in this prospectus are not
necessarily complete. Please refer to the exhibitise registration statement for complete copfesioh documents.

We file annual, quarterly and special reports, pretatements and other information with the Seiasriind Exchange Commission under the
Securities Exchange Act of 1934. You may read amy ¢he registration statement, including exhibitsl schedules filed with it, at the SE
public reference facilities in Room 1024, Judici®tgza, 450 Fifth Street, N.W., Washington, D.C5429 You may obtain information on the
operation of the public reference room in Washingf®.C. by calling the Securities and Exchange C@sion at 1-800-SEC-0330.

We file information electronically with the Secigg and Exchange Commission. Our Securities antddfge Commission filings also are
available from the Securities and Exchange Comuonissinternet site at http://www.sec.gov, whichteams reports, proxy and information
statements and other information regarding isstiratsfile electronically.
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PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED BALANCE SHE

March 31, 2005
(unaudited)

Current Assets

Cash ..o
Prepaid expenses

Current assets ......occccvevevieeieeeneennn.

Intangible assets, net of accumulated amortization
Property & equipment, net of accumulated depreciati

Total ASSetS ....evvvveveeieeeeieiiiiiiies

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Accounts payable ...........cccccoeiienen.
Accrued eXpPeNnSES ......ccccevcvveeeerivnnenn
Convertible notes, net of unamortized discount
Notes payable .........ccccceviiiieiiinnnns

Total Current Liabilities ...............

Commitments and Contingencies .....................
Stockholders' Equity
Convertible preferred stock, no par value,
10,000,000 shares authorized, none issued and
Common stock, $.05 par value, 50,000,000 shares
authorized, 10,534,526 shares issued and outst
Additional paid in capital ...................
Deficit accumulated during the development sta

Total Stockholders' Equity ..............

TOTAL LIABILITIES AND STOCKHOLDERS' EQUIT

F-2

any)
ET

129,310

of $648,630 .................. $ 26,394,204
on of $205,762 ............... 348,892

.............................. $ 633,820
466,230
of $4,222,514 ............... 1,902,345
.............................. 2,391,889

outstanding .................. -
anding ........ccccevviienns 526,727
... 31,156,464

0€ i (8,493,971)




PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF EXPENSES

Three Months Ended March 31, 2005 and 2004 anéénied from January 22, 2003 (Inception) to MarthZ005

(unaudited)

INCE PTION THROUGH

THREE MONTHS ENDED MARCH 31, MARCH 31,

2005 2004 2005
General and administrative ............. $ 1,625,030 $ 512,411 $ 4,833,319
Research and development................ 644,264 -- 1,276,885

Net operating loss................. (2,269,294) (512,411) (6,110,204)

Interest income..........coccueeeenne 6,930 - 12,922
Other income..........ccccoeevivneenn. 2,444 - 4,823
Interest expense.........cccceveeeeeen.. (1,487,384) (30,616) (2,401,512)
Net LOSS.....oovviiiaiiieeiieeaiienn $ (3,747,304) $ (543,027) (8,493,971)
Basic and diluted loss per share........ $ 037) $ (0.12)
Weighted average shares Outstanding..... 10,224,456 4,376,771
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PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF CASH FLOW

Three Months Ended March 31, 2005 and 2004 anéé¢nied from January 22, 2003 (Inception) to MarthZ005

(unaudited)
THR EE MONTHS ENDED THREE MONTHS ENDED INC EPTION THROUGH
MARCH 31, MARCH 31, M ARCH 31,
2005 2004 2005
Cash flows from operating activities (3,747,304) $ (543,028) (8,493,971)
Net 10SS......ceevvveeeeiiiinen.
Adjustments to reconcile net
loss to net cash used
in operating activities:
Stock issued for services........ -- 492,500 849,000
Stock issued for debt............ 109,073 -- 109,073
Amortization of discount on notes
payable due to warrants and beneficial
conversion feature................. 1,294,100 28,604 2,090,667
Amortization of intangible
ASSEtS....evvieiiiiiireeie 396,869 -- 648,630
Depreciation 21,444 37 34,502
Option expense.............c..... 355,400 -- 478,733
Loss on disposition of fixed
ASSEtS....vvvieiririee e -- - 457,122
Debt forgiveness
Changes in:
Accounts payable..... (554,772) (137) (495,965)
Prepaid expenses.... (34,973) -- (73,923)
Accrued expenses................. 249,575 4,583 280,901
Net cash used in operating activities (1,910,588) (17,441) (4,115,231)
Cash flows from investing activities
Purchase of licenses............... -- (25,000) (232,742)
Purchase of property & equipment (28,352) (3,611) (201,356)
Net cash used in
investing activities............. (28,352) (28,611) (434,098)
Cash flows from financing activities
Common stock sold for cash......... -- 7,500 10,000
Common stock repurchased and
canceled............ccocoeeenn. -- - (325)
Repayment on notes payable......... (58,614) -- (63,614)
Proceeds from debt................. 2,856,660 100,000 6,314,366
Net cash provided by
financing activities............. 2,798,046 107,500 6,260,427
Net change in cash...................... 859,106 61,448 1,711,098
Cash at beginning of year............... 851,992 68 -
Cash at end of period................... $ 1,711,098 $ 61,516 $ 1,711,098
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PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

Three Months Ended March 31, 2005 and 2004 anéé¢nied from January 22, 2003 (Inception) to MarthZ005

(unaudited)
THR EE MONTHS ENDED THREE MONTHS ENDED INC EPTION THROUGH
M ARCH 31, 2005 MARCH 31, 2004 MA RCH 31, 2005

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of

OPEXA..eiiiiiiaiiiieaiieesieaanes $ - $ - $ 23,750,000
Issuance of common stock to Sportan

shareholders............ccccccoe -- - 147,733
Issuance of common stock for University

of Chicago license.................. -- - 427,075
Conversion of notes payable to common

StOCK. ce e 34,751 -- 283,121
Conversion of accrued liabilities to

Common StockK........ccceeeeeeeennne 17,176 - 17,176
Conversion of accounts payable to note

payable..........ccccvvviennnnenn. -- -- 93,364
Discount on convertible notes relating

to:

- WarrantS.......coeeveeveennnns 1,433,108 -- 3,309,790

- beneficial conversion feature..... 831,945 -- 1,715,974

- stock attached to notes........... 999,074 - 1,287,440
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PHARMAFRONTIERS CORP.
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS
(unaudited)

NOTE 1 - BASIS OF PRESENTATION

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

NOTE 2 - STOCK BASED COMPENSATION

Pharma accounts for stock-based compensation timel@ntrinsic value method. Under this method, Rtaarecognizes no compensation
expense for stock options granted when the numbenderlying shares is known and exercise pricénefoption is greater than or equal to
the fair market value of the stock on the daterahy The following table illustrates the effectmet loss and net loss per share if Pharma had
applied the fair value provisions of FASB Statemigat 123, Accounting for Stock-Based Compensatiostock-based employee
compensation for the three ended March 31, 200328604:

THREE MONTHS
ENDED MARCH 31,

2005 2004
Netloss as reported........ccoceeevvcveeeenaeees $(3,747,304) (543,027)
$
Add: stock based compensation determined un der intrinsic
value-based method.........cccooceeeeeeeee. L 355,400 -
Less: stock based compensation determined under fa ir value based
method.......oovvvviiie. (453,024)
Proformanetloss.....ccccccvvveciiccvcoenee $(3,844,928) $ (543,027)
Basic and diluted net loss per common share:
AS TEPOIEd.....ooevviieiieecieeeee e, $ (0.37) $ (0.12)
Proforma.....ccccooiviiiiiiiiiiiiiieees (0.38) (0.12)

The weighted average fair value of the stock optigranted during 2005 was $6.46. Variables uséeiBlack-Scholes option-pricing model
include

(1) 2% risk-free interest rate, (2) expected oplifinis the actual remaining life of the optiorsa each year end, (3) expected volatility is
110% and (4) zero expected dividends.
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NOTE 3 - THIRD PARTY CONVERTIBLE NOTES & STOCK PAYA BLE TO NOTE HOLDERS
During the first quarter of 2005, Pharma issuedvedible notes to investors totaling $2,896,884lescription of the notes is as follows:

0 MATURITY: The notes mature on November 30, 20ft5)xhich time the principal amount of the noted iv mandatorily convertible into
shares of common stock at the conversion priceéasribed below).

o INTEREST: Interest will accrue at a rate of 1586 annum. If Pharma completes an Equity Financimay po November 30, 2005, interest
will be converted to common stock using a convergince of the weighted average gross offeringgpatPharma’s common stock or
common stock equivalents issued in the Equity Féman If no such Equity Financing occurs, the aedrinterest is convertible at $3.00 per
share.

0 MANDATORY EXCHANGE: In the event Pharma raise€D¥I00,000 in one or a series of transactions Bingegommon stock or comm:
stock equivalents prior to the maturity of the sof#Equity Financing"), the principal amount of thetes will by automatically exchanged for
the same type of securities issued in the Equitaiiing. The exchange will occur upon the closifthe Equity Financing. The conversion
price used for the mandatory exchange will be etpuie weighted average gross offering price efdbmmon stock or common stock
equivalents sold in the Equity Financing. Pharmlihpely accrued interest on the closing date in @asthares of common stock valued at the
common stock offering price of the Equity Financing

0 CONVERSION AND CONVERSION PRICE: In the eventttltzere is no Equity Financing, the principal amioaiithe notes will
automatically convert into common stock and Phawitlshave the right to pay the accrued interesnotes in cash or with shares of common
stock. The number of shares of common stock skeatldiermined by dividing the amount owed by $3T0& conversion price may be
adjusted from time to time upon the occurrenceeofain specified events.

o ADDITIONAL SHARES: For each $100,000 loaned taFha, 10,000 shares of common stock will be issued.

o0 WARRANTS: If the notes are mandatorily exchanfd®harma securities, Pharma will issue investoes-year warrants. The number of
warrants issued will be determined by dividing dggregate principal amount of the notes by theais@price. The exercise price of the
warrants will be equal to 50% of the weighted agergross offering price of the common stock or camrstock equivalents issued in the
Equity Financing. If there is no Equity Financingop to the maturity of the notes, Pharma will isswte holders warrants identical to those
issued upon a mandatory exchange, except thakéreige price shall equal the conversion price.
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The proceeds from the notes have been discountéddaelative fair value of the warrants, the kt@nd beneficial conversion feature. All
discounts will be amortized over the life of thae®w 451,688 shares of stock from proceeds raisttkilatter part of 2004 and in 2005 was
issued to shareholders in March 2005. A summathehotes is as follows:

NOTES
PAYABLE
Gross proceeds from Notes............cocceeevines . $ 6,124,859
Less: Relative fair value of stock payable to note
holders.......vvveeeeiiiiiiiiiies . (1,287,440)
Less: Relative value of warrants................... . (3,215,618)
Less: Beneficial conversion feature................ . (1,621,801)
Add: Amortization of discounts............. . 1,902,345
Value of note on March 31, 2005.................... . $ 1,902,345
NOTE 4 - NOTES PAYABLE
Notes payable to third parties consists of the following:
Note payable to the University of Chicago; no inter est; due earlier of Pharma raising $ 1,500,000
$10,000,000 in an Equity Financing or Octo ber 30, 2005; secured by license...
Stock payable tothe University of Chicago equal to 2.6% of outstanding
shares; no interest; due later of Pharma raising $10,000,000 in an
Equity Financing or
November 30, 2005; secured by license..... 891,889
TOtAl i $ 2,391,889

NOTE 5 - COMMITMENT AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigimeerth operating lease from Opexa for a researdlityad he lease commenced in June
2003 and was due to expire in November 2004. Phaxteanded the lease until March 31, 2005 and ismeing to operate under the terms
said lease until a final lease agreement is netgatiaith the landlord. Negotiations for expandeaske space and a manufacturing facility b
out are underway; monthly lease payment is yeetddiermined. Pharma has the option to exercis&tyear renewals extending the lease to
March 31, 2010 and if the second option is exedgisgtending the lease to March 31, 2015.

NOTE 6 - EQUITY

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

During February 2005, 23,000 shares of common st@gsk issued to note holders for the conversiodbdf927 of principal and interest from
the notes.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balsineet of PharmaFrontiers Corp., ("Pharma”)(aldement stage company), as of
December 31, 2004 and the related consolidateeinstatts of operations, changes in stockholderstyegod cash flows for the year then
ended and the period from January 22, 2003 (Ineepthrough December 31, 2003 and 2004. These lidatml financial statements are the
responsibility of Pharma's management. Our respditgiis to express an opinion on these consofiddtnancial statements based on our
audits.

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@tdited States). Those standards
require that we plan and perform the audits toiabasonable assurance about whether the contaliflaancial statements are free of
material misstatements. An audit includes examinimga test basis, evidence supporting the amanatslisclosures in the consolidated
financial statements. An audit also includes assgdhe accounting principles used and signifiesmiimates made by management, as well as
evaluating the overall consolidated financial stegat presentation. We believe that our audits pieveai reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenéspects, the consolidated financial posi
of Pharma as of December 31, 2004 and the consadidasults of its operations and its cash flowdHe periods described in conformity
with accounting principles generally accepted m lthmited States of America.

The accompanying consolidated financial statemiesie been prepared assuming that Pharma will agntis a going concern. As discussed
in Note 2 to the consolidated financial statemetgrma has suffered recurring losses from op@iafod has a negative working capital,
which raises substantial doubt about its abilitgdatinue as a going concern. Management's plgasding those matters are described in
Note 2. The consolidated financial statements damutude any adjustments that might result from dlutcome of this uncertaint

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

February 23, 2005
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PHARMAFRONTIERS CORP.
(A Development Stage Comp
CONSOLIDATED BALANCE SHE

December 31, 2004

Current Assets

any)
ET

Cash oo $ 851,992
Prepaid eXpenses ....cccccovvvvvvvcccccccceee s 94,337
CUIMENE @SSELS oo e 946,329
Intangible assets, net of $251,761 of
accumulated amortization ........cccccceeeeees e 26,791,073
Property & equipment, net of $184,318
of accumulated depreciation .............e.. L 341,984
Total ASSELS covvieviviviiiceees e $ 28,079,386
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable $ 1,188,617
Accrued expenses 233,831
Convertible notes, net of
unamortized discount of $2,619,754 ....... L 608,221
Stock payable to convertible note holders .... L 367,243
Notes payable .......ccoccevvviieeniceeees s 2,485,253
Total Current Liabilities ...... e 4,883,165

Commitments and Contingencies .....................

Stockholders' Equity
Convertible preferred stock, no par value,
10,000,000 shares authorized, none issued
Common stock, $.05 par value, 50,000,000 share

authorized, 10,059,838 sharesissuedando ~ utstanding .................. 502,992
Additional paid in capital ................... 27,439,896
Deficit accumulated during the development sta (4,746,667)

Total Stockholders' Equity ....... 23,196,221

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY ...

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

CONSOLIDATED STATEMENTS OF EXPENSES

Year ended December 31, 2004 and the Period frommeadg 22, 2003 (Inception) through December 31 328d 2004

INCEPTION | NCEPTION
THROUGH THROUGH
2004 2003 2004
General and administrative..........cccooceeeeeee. L $ 3,127,488 $ 80,801 $ 3,208,289
Research and development.......c..ccccocceeeeeeee. L 632,621 - 632,621
Net operating l0SS......coovvvvvvvveeeee (3,760,109) (80,801) (3,840,910)
Interest iNCOMe.....cccceevviiiiiiiieeeeeeeee 5,992 - 5,992
Other inCOMe......coovviiieiiiiiieeieeeeeee 2,379 - 2,379
Interest eXpense.....ccccvvvveeeeeeveveneeeaeeees (868,926) (45,202) (914,128)
NET LOSS $(4,620,664) $ (126,003) $ (4,746,667)
Basic and diluted loss per share......cccccooeeee.. . $(.73) N/A
Weighted average shares outstanding................. ... 6,309,145 N/A

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

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
From January 22, 2003 (Inception) through Decerihe2004

DEFICIT
ACCUMULATED
DURING THE
COMMON STOCK DEVELOPMENT
SHARES AMOUNT STAGE TOTAL

Shares issued for cash.............cc..c...... 5,250,000 $ 1,000 $ - % 1,000
Shares repurchased and cancelled............... ( 1,706,250) (325) -- (325)
Discount relating to:

- beneficial conversion feature.............. - 28,180 -- 28,180

- warrants attached to debt.................. - 28,180 -- 28,180
NEet10SS ..oovviiiiiiieiieee e - - (126,003) (126,003)
Balances at December 31, 2003 3,543,750 57,035 (126,003) (68,968)
Shares issued for:

=Cash . 22,500 9,000 - 9,000

= SEIVICES...ooiiiiieiiieeiiee e 2,065,000 849,000 - 849,000

-license.. .. 242,688 427,075 -- 427,075

- reverse merger with Sportan................ 997,399 (147,733) -- (147,733)

- acquisition of OpeXa.........cccceeerueee. 2,500,000 23,750,000 - 23,750,000

- additional shares attached to

convertible debt...........c..cceiiene 161,000 288,366 - 288,366

- conversion of convertible notes............ 607,501 248,370 -- 248,370
Shares cancelled............ccoceerviineenn. (80,000) - - -
Offering costs relating to

convertible debt...........cccccvvevennennn. - (365,909) -- (365,909)
Discount relating to:

- beneficial conversion feature.............. - 855,849 -- 855,849

- warrants attached to debt.................. - 1,848,502 - 1,848,502
Option eXPense........cccvveveveeeeeeeeeennnn. - 123,333 -- 123,333
Net loss - - (4,620,664) (4,620,664)
Balances at December 31, 2004.................. 10,059,838 27,942,888 $ (4,746,667) $ 23,196,221
[T o - | 502,992
Additional paid in capital..................... $ 27,439,896

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31, 2004 and the Period frommeadg 22, 2003 (Inception) through December 31 328d 2004

INCEPTION INCEP
THROUGH THRO
2004 2003 20

Cash flows from operating activities
Net10SS.....cooiiiiiiieiieecee e . $ (4,620,664) $ (126,003) $ (4,
Adjustments to reconcile net
loss to net cash used in
operating activities:
Stock issued for services.................... . 849,000 -
Amortization of discount on
notes payable due to warrants

and beneficial conversion feature.......... . 753,812 42,755
Amortization of intangible assets............ . 251,761 -
Depreciation..........cccceeeviieeeeeennnns . 13,058 -

Option eXpense.........ccccvvvveveeeeeeennn. . 123,333 --
Loss on disposition of fixed assets.......... . 457,122 --
Changes in:
Accounts payable...........ccccoeiieennns . 58,670 137
Prepaid expenses.. . (38,950) --
Accrued eXpenses........ccoeeveveeiinnnennns . 23,822 7,504
Net cash used in
operating activities...........cccccvveeeen.. . (2,129,036) (75,607) (2,
Cash flows from investing activities
Purchase of licenses . (232,742) - (
Purchase of property & equipment................. . (173,004) - (
Net cash used in
investing activities.............ccccceeevnne . (405,746) -
Cash flows from financing activities
Common stock sold for cash.............cceeee. . 9,000 1,000
Common stock repurchased and canceled (325)
Payments on license notes payable................ . (5,000) -
Proceeds from debt...........cccccovvinieennns . 3,382,706 75,000 3
Net cash provided by
financing activities............ccccceeeeiie . 3,386,706 75,675 3
Net change incash............coooiiiiiiiinenns . 851,924 68
Cash at beginning of year............cc.occueeen. . 68 -
Cash atend of year...........c.cccocovveeueennn.. . $ 851,992 $ 68 $

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

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

Year ended December 31, 2004 and the Period frommeadg 22, 2003 (Inception) through December 31 328d 2004

INCEPTION INCE PTION
THROUGH THR OUGH
2004 2003 2 004
NON-CASH TRANSACTIONS
Issuance of common stock for
purchase of Opexa........cccceeveeervrenne. . $23,750,000 $ - $2 3,750,000
Issuance of common stock to
Sportan shareholders............c.ccccvvvveeennnns . 147,733 - 147,733
Issuance of common stock for
University of Chicago license.................. . 427,075 - 427,075
Conversion of notes payable
to common StoCK.........cceeveveiiiiiiiiiinans . 248,370 - 248,370
Conversion of accounts payable
to note payable..........cccceeeiiiiiieenne . 93,364 - 93,364
Discount on convertible notes
relating to:
S WAITANES. e . 1,848,502 28,180 1,876,682
- beneficial conversion feature . 855,849 28,180 884,029
- stock attached to notes...................... . 288,366 - 288,366

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

PharmaFrontiers Corp. ("Pharma") was incorporatetexas on January 22, 2003 as a biopharmaceatiogbany engaged in developing
autologous personalized cell therapies. Duringdivelopment stage, Pharma acquired the worldwigadie to technology developed at
Argonne National Laboratory, a U.S. Department oéfgy Laboratory Operated by the University of @gic ("Argonne"). This is an
exclusive license to a stem cell technology in Wwhadult pluripotent stem cells are derived from owytes obtained from the patient's own
blood. (the "License"). A patent application wdsdiin November 2003, with the United States Paaedt Trade Office regarding the
technology involved in the License.

On October 7, 2004 Pharma entered into an agreemeawtjuire all of the outstanding stock of Opekar®aceuticals, Inc. ("Opexa"). The
agreement closed on November 5, 2004. A total®9@000 shares of Pharma’'s common stock were egetdar all the outstanding stock
Opexa's of which 250,000 shares is held in escrohtlae balance of 2,250,000 was issued to Opehatgisolders in December 2004. The
acquisition was accounted for under the purchagbadewhere all of Opexa's assets are restatdeetofair market value on the acquisition
date, which approximated book value. The 2,5008@0es of Pharma were valued at $23,750,000 o0 $&56share, which represents their
current value at the time. See note 12 for details.

Opexa holds rights to technology to diagnose agat tmultiple sclerosis through modified autoreacfivcells and is currently in FDA Phase
I/l human dose ranging clinical trials to evaludtesafety and effectiveness in treating multigderosis.

Basis of presentation. The consolidated financ¢aksents include the accounts of Pharma and itdlywvbwned subsidiary, Opexa.
Significant inter-company accounts and transactiang been eliminated.

Reclassifications. Certain amounts in the 2003 alidsted financial statements have been recladsificonform to the 2004 consolidated
financial statement presentation.

Use of Estimates in Financial Statement Preparaliba preparation of consolidated financial statet:én conformity with accounting
principles generally accepted in the United Stafesmerica requires management to make estimatsssumptions that affect the reported
amounts of assets and liabilities, the disclosti@atingent assets and liabilities at the datthefconsolidated financial statements, and the
reported amounts of revenues and expenses dugngplorting period. Actual results could differrfrahose estimates.

Cash and cash equivalents. For purposes of themsats of cash flows, cash equivalents includkighily liquid investments with original
maturities of three months or less.

Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldegmeciation. Depreciation is provided
using the straight-line method over the estimateeful lives of the assets. Major renewals and imgmeents are capitalized, while minor
replacements, maintenance and repairs are chasgenrent operations.

F-15



Impairment losses are recorded on long-lived asssd in operations when indicators of impairmeetpesent and the undiscounted cash
flows estimated to be generated by those assetesw¢han the assets' carrying amount.

Income Taxes. Income tax expense is based on egpearnings before income taxes. Deferred incoresteeflect the impact of temporary
differences between assets and liabilities receghiar consolidated financial reporting purposed such amounts recognized for tax
purposes, and are measured by applying enactedtesin effect in years in which the differences expected to reverse.

Stock-Based Compensation. Pharma accounts for-bi@eéd compensation under the intrinsic value ntetbader this method, Pharma
recognizes no compensation expense for stock agptjoamted when the number of underlying shareadsvk and exercise price of the option
is greater than or equal to the fair market valuthe stock on the date of grant. The followingl¢albustrates the effect on net loss and net
loss per share if Pharma had applied the fair vatogisions of FASB Statement No. 123, Accountiog$tock-Based Compensation, to
stock-based employee compensation.

INCEPTION  INCEPTION
THROUGH THROUGH

2004 2003 2004
Net loss as reported.............c......... $(4,620,664) $(126,003) $(4,746,667)
Add: stock based compensation
determined under intrinsic
value-based method................... 123,333 -- 123,333
Less: stock based compensation
determined under fair value-
based method............ccccceee. (153,364) - (153,364)
Pro forma net 10Ss........cccccevvevveeann. $(4,650,695) $(126,003) $(4,776,698)
Basic and diluted net loss per common share:
As reported.........cceeevveeiiieiinneens $(.73) N/A N/A
Pro forma.........ccoceevvveeiiieciieens $(.74) N/A N/A

The weighted average fair value of the stock optigranted during 2004 was $3.09. Variables usdikiBlack-Scholes option-pricing model
include

(1) 2% risk-free interest rate, (2) expected oplifnis the actual remaining life of the optiorsa each year end, (3) expected volatility is
from 0.1% to 796.30% and (4) zero expected dividend

Basic and diluted net loss per share calculatioapeesented in accordance with Financial Accognitandards Statement 128, and are
calculated on the basis of the weighted averagebeuwf common shares outstanding during the ydsry Thclude the dilutive effect of
common stock equivalents in years with net incoBasic and diluted loss per share is the same dtetabsence of common stock
equivalents.

Research and development. Research and developwperises include salaries and related employeasgp@nd consulting fees, facility
costs, and laboratory costs. All costs for researchdevelopment activities are expensed as intuPlearma expenses the costs of licens
patents and the prosecution of patents until theaisce of such patents and the commercializatioelated products is reasonably assured.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS:

In December 2004, the FASB issued SFAS No.123R¢6Anting for Stock-Based Compensation” SFAS No.l188@blishes standards for
the accounting for transactions in which an ergitghanges its equity instruments for goods or sesviThis Statement focuses primarily on
accounting for transactions in which an entity agi@mployee services in share-based payment ttmss. SFAS No.123R requires that the
fair value of such equity instruments be recogniae@xpense in the historical financial statemastservices are performed. Prior to SFAS
No0.123R, only certain pro forma disclosures of f@ilue were required. SFAS No0.123R shall be effedior small business issuers as of
beginning of the first interim or annual reportipgriod that begins after December 15, 2005. WHilgria has issued options to employees
recently, the adoption of this new accounting pror@@ment is not expected to have a material impadhe consolidated financial statements
of Pharma during the calendar year 2006.

Pharma does not expect the adoption of any otleently issued accounting pronouncements to haigniisant impact on their consolidat
financial position, results of operations or caskvf

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarstatements, Pharma incurred recurring net loss$4,620,664 and $126,003 in fiscal
2004 and 2003, respectively, has an accumulateditdsff$4,746,667 and a working capital deficit¥8,936,836 as of December 31, 2004.
These conditions raise substantial doubt as torRddarability to continue as a going concern. Manaagd is trying to raise additional capital
through sales of convertible debt and equity. Ténesolidated financial statements do not include adjustments that might be necessary if
Pharma is unable to continue as a going concern.

NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreewinthe University of Chicago ("University") fohé worldwide license to technology
developed at Argonne National Laboratory, a U.Sddenent of Energy Laboratory Operated by the Usitye In consideration for the
license, Pharma paid the University $57,742 andejto issue 375,375 shares of its common stodk6&8 shares valued at $75,075 were
issued on February 20, 2004. In December 2004, ittense Agreement was amended granting Pharmadiunsese, non-transferable
worldwide license to the University's stem celliegalogy. In consideration for the amendment, Phavaid the University an additional
$175,000, issued the University 55,000 shares wincon stock valued at $352,000, bringing the totatership of Pharma by the University
to 242,688 shares, agreed to pay the UniversityaR1000 on the earlier of October 30, 2005 or uperclosing of a Pharma financing where
proceeds are greater than $10 million and agree$te the University shares of Pharma common stockuding the shares already issued,
equal to 2.6% of the total outstanding number afeb after conversion of the 15% exchangeable ctiblesubordinated promissory notes
upon the later of the First financing or Novemb@yr 3005 and after issuance of any and all equitiénform of stock at the close of the first
Financing.

In June of 2004, Pharma paid $50,000 to The Unityeo$ Texas MD Anderson Cancer Center for the @ptio negotiate a licensing
agreement for the use of peripheral blood stens ¢etlcardiac regeneration. The option to negotiadicensing agreement expired on
September 21, 2004 and the non-refundable fee@D$b was written off at the end of the fourth dear
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NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atéler 31, 2004:

DESCRIPTION LIFE AMOUNT
University of Chicago license (see note 3)......... ... 19 years $ 3,051,706
Opexa intangible group (see note 12)............... . ... 16 years 23,991,128
27,042,834
Less: accumulated amortization...........cccoeeeee.. L (251,761)
$26,791,073

Amortization expense totaled $251,761 and $0 afi2004 and 2003, respectively.
NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihguame 30, 2004:

DESCRIPTION LIFE AMOUNT
Leasehold improvements........cccccovvvveeenneeeee 5 years $ 29,795
Computer eqUIPMEeNt.....cccovciveeiiiiiieeeieeeee e 3 years 50,669
Office furniture and equipment..........ccceeeeee.. 3-5years 224,218
Laboratory equipment.......ccccoevvvvivcicieneee 5-10 years 221,620
526,302
Less: accumulated depreciation............ccceeeee.. (184,318)
$ 341,984

Depreciation expense totaled $13,058 and $0 ialfa@04 and 2003, respectively.

NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferredssets and liabilities are determined based ®@expected future tax consequences of
temporary differences between the carrying amooiéssets and liabilities for financial and incotar reporting purposes. During fiscal
2004 and 2003, Pharma incurred net losses anaftiney has no tax liability. The net deferred taged generated by the loss carry-forward
has been fully reserved. The cumulative net opegdtiss carnforward is approximately $3,000,000 at December2804, and will expire il
the years 2023 through 2024.

At December 31, 2004, deferred tax assets consi$tend following:

Deferred tax assets

Net operating 10SS€esS......cocovvvcvvvviveeees s $ 1,020,000
Less: valuation allowance...........ccccceeeeeee. L (1,020,000)
Net deferred tax asset......ccccoceevvcevevceeneee e $
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NOTE 7 - THIRD PARTY CONVERTIBLE NOTES & STOCK PAYA BLE TO NOTE HOLDERS
During 2004, Pharma issued convertible notes testors totaling $3,227,975. A description of théesas as follows:

0 Maturity: The notes mature on November 30, 2@®5vhich time the principal amount of the noted b mandatorily convertible into
shares of common stock at the conversion priceéasribed below).

o Interest: Interest will accrue at a rate of 1586 annum. If Pharma completes an Equity Financiiay po November 30, 2005, interest will
be converted to common stock using a conversiare mi the weighted average gross offering pricBlefrma’s common stock or common
stock equivalents issued in the Equity Financifigolsuch Equity Financing occurs, the accrued@steis convertible at $3.00 per share.

o Mandatory Exchange: In the event Pharma rais@®80,000 in one or a series of transactions bingesommon stock or common stock
equivalents prior to the maturity of the notes (g Financing"), the principal amount of the noteil by automatically exchanged for the
same type of securities issued in the Equity Fimancrhe exchange will occur upon the closing @f Byguity Financing. The conversion pr
used for the mandatory exchange will be equaleontbighted average gross offering price of the comstock or common stock equivalents
sold in the Equity Financing. Pharma will pay aechinterest on the closing date in cash or shdresromon stock valued at the common
stock offering price of the Equity Financing.

o Conversion and conversion price: In the everttttiere is no Equity Financing, the principal amooifithe notes will automatically convert
into common stock and Pharma will have the rightdg the accrued interest on notes in cash orshiltes of common stock. The number of
shares of common stock shall be determined by idigithe amount owed by $3.00. The conversion prieg be adjusted from time to time
upon the occurrence of certain specified events.

o Additional shares: For each $100,000 loaned trmR&, 10,000 shares of common stock will be issued.

o Warrants: If the notes are mandatorily excharfge@harma securities, Pharma will issue investoes-year warrants. The number of
warrants issued will be determined by dividing dggregate principal amount of the notes by theats@price. The exercise price of the
warrants will be equal to 50% of the weighted agergross offering price of the common stock or camrstock equivalents issued in the
Equity Financing. If there is no Equity Financingop to the maturity of the notes, Pharma will isswote holders warrants identical to those
issued upon a mandatory exchange, except thakéreige price shall equal the conversion price.

The proceeds from the notes have been discountédeaelative fair value of the warrants, the kt@nd beneficial conversion feature. All
discounts will be amortized over the life of theew As of December 31, 2004, the stock has not isseed. A summary of the notes is as
follows:
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STOCK

NOTES PAYABLE PAYABLE
Gross proceeds from Notes......cccovvcveeevveeeee e $ 3,227,975 $ -
Less: Relative fair value of:
stock payable to note holders.............. (655,608) 655, 608
WaITANTS.....cceeeeeieiiiiiiiiiieeeees (1,782,510) --
beneficial conversion feature.............. (789,857) -
amounts already issued........ -- (288, 365)
Add: amortization of discounts 608,221 -
Carrying amount of notes and stock on
December 31, 2004.......ccccoovivvvenvenienee e, $ 608,221 $ 367, 243

As of December 31, 2004, Pharma had only issue@@6of the 322,978 additional common shares duete holders. The relative fair
value of the remaining 161,978 shares totaled 387and is accrued as of December 31, 2004.

NOTE 8 - NOTES PAYABLE TO

Notes payable to third parties consists of the foll owing:

Note payable to a vendor for services;
12% interest; due in February 2005;

UNSECUIE...ccviiieiiiiiie e e, $ 58,614
Note payable to individual; interest of
12%; due on demand; unsecured...........ccceeeeee. i 34,750

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

(see note 3 for details).....ccccvvveeveeeeeees 1,500,000
Stock payable to the University of Chicago

equal to 2.6% of outstanding shares; no interest; due later of Pharma raising

$10,000,000 in an Equity Financing or November 30 , 2005; secured by license

(see note 3 for details)......cccccvvveevveeeeees 891,889
Total $2,485,253

NOTE 9 - STOCK PURCHASE AGREEMENT

In June 2004, Pharma was acquired by Sportan Uhithgstries, Inc. in a transaction accounted fos asverse acquisition. Pharma's
shareholders were issued 6,386,439 Sportan shmeashange for 100 percent of the outstanding comshares of Pharma. Immediately
following this transaction, Sportan changed its aamPharma and 7,383,838 shares were outstanding.
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NOTE 10 - EQUITY

In 2003, Pharma sold 5,250,000 shares of commah o $1,000 in cash. On April 2, 2003, 1,706,35ares were reacquired for $325 and
canceled.

Additional contributions to capital of $56,360 rked from the discounted value to notes payabletdwearrants and beneficial conversion
features attached to convertible notes issued ®320

During 2004, 22,500 shares of common stock werm feol$9,000 in cash.

During 2004, 2,065,000 shares of common stock dbhieheir then fair value of $849,000 were issieeBharma's employees and consult
for their services.

In February 2004, 187,688 shares of common stoltledaat their then fair value of $75,075 were iskteethe University of Chicago per the
terms of a license agreement. In December 2008p85%hares of common stock valued at their thenvéue of $352,500 were issued to the
University of Chicago per the terms of an amendwszhke agreement. See note 3 for details.

In June 2004, 997,399 shares of common stock weted for net liabilities of $147,733 to Sportathiareholders for the reverse merger with
Sportan. See note 9 for details.

In November 2004, 2,500,000 shares of common stakltled at their then fair value of $23,750,000 wisseied to 30 accredited investors in
connection with the acquisition of Opexa Pharmadcalg, of which 250,000 shares are subject to aroesagreement. See note 12 for det

In December 2004, 161,000 shares of common stoitkanielative fair value of $288,366 were issueddte holders as their additional sh:
for their subscription investment in Pharma. Sete i@dfor details.

During 2004, 607,501 shares of common stock weseei$ to note holders for the conversion of $248cfrincipal and interest from
convertible notes.

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

Offering costs of $365,909 related to the convégtitotes issued in 2004 that are mandatorily cdiibterwere charged to additional paid in
capital. Additional contributions to capital of 827,684 relating to the discounted value to not&bple from warrants and beneficial
conversion features attached to convertible nstmsed in 2004. See note 7 for details.

NOTE 11 - STOCK OPTION PLAN

In 2004 Pharma adopted the 2004 Stock Option Ptha Plan"). The Plan provides for the grantingtafck options to employees and
consultants of Pharma.

Options granted under the Plan may be either ineestock options or nonqualified stock optionsdntive stock options ("ISO") may be
granted only to Pharma employees (including officerd directors who are also employees). Nongedlgtock options ("NSO") may be
granted to Pharma employees and consultants. TaglBd Directors has discretion to determine thelper, term, exercise price and vesting
of all grants. 150,000 warrants were granted testors related to the convertible notes in 20Q1%3,000 options were granted to employees
and consultants in 2004 and 1,427,993 warrants grarged to investors related to the convertiblesa 2004.
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Summary information regarding options is as follows

WEIGHTED WEIG HTED
AVERAGE AVE RAGE
EXERCISE EXER CISE
OPTIONS PRICE WARRANTS PR ICE
Year ended December 31, 2003:

Granted.........ccoeeeveeeiieeiiees - % - 150,000 $ .10
Outstanding at December 31, 2003............ - - 150,000 .10
Year ended December 31, 2004:

Granted......cccceeevevireeiiiiee e 1,165,000 3.22 1,427,993 2.29
Outstanding at December 31, 2004............ 1,165,000 $ 3.22 1,577,993 $ 2.08

Options and warrants outstanding and exercisabdé Becember 31, 2004:

OPTIO NS OPTIONS WARRANTS WARRANTS
EXERCISE PRICE REMAINING LIFE OUTSTAN DING EXERCISABLE OUTSTANDING EXERCISABLE
$5.00 5 years 130, 000 -
3.00 5 years 1,035, 000 23,333 -- --
3.00 1 year -- 1,075,991 1,075,991
.10 1 year -- -- 502,002 502,002
1,165, 000 23,333 1,577,993 1,577,993

As of December 31, 2004, there were no optionsasramts outstanding to purchase Opexa common stock.
NOTE 12 - PURCHASE OF OPEXA

On October 7, 2004 Pharma entered into an agreemeawtjuire all of the outstanding stock of Opétae agreement closed on November 5,
2004. Pharma issued Opexa shareholders 2,500,888ssbf Pharma's common stock for all of the ontitay stock of Opexa. 250,000 of the
2,500,000 shares were put in escrow. The acquisitas accounted for under the purchase method evdllenf Opexa's assets are restated to
their fair market value on the acquisition datejohtapproximated book value. The 2,500,000 shar@harma were valued at their then fair
value of $23,750,000 or $9.50 per share.

Pharma acquired Opexa because Opexa holds rigtegshnology to diagnose and treat multiple sclertwiough modified autoreactive T
cells and is currently in FDA Phase I/l human doamgging clinical trials to evaluate its safety affictiveness in treating multiple sclerosis.

The results of operations for Opexa from Novemh&(0®4 through December 31, 2004 are includeddrttiatement of Expenses and the
Statement of Cash Flows.
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The following table summarizes the estimated falugs of the assets acquired and the liabilitisaragd at the date of acquisition:

CUurrent asSets........occvvevenrreereerinneeenns
Property, plant and equipment, net.................
Intangible assets.........cccoceeiiiiieecenins

Total assets acquired.........cccccveeeeeeernnnns
Current liabilities...........ccccoveeiiinnenn.

Total liabilities assumed...............cceeene

Net assets acquired...........ccccoeuvveeennnnen.

Of the $23,991,128 of acquired intangible asshesfull amount is assigned to an inseparable gofygatents and licenses that cannot
function independently by themselves. The weiglatesfage useful life of the intangible group as eE@mber 31, 2004 is approximately 1

years.

$ 55,387
639,160
23,991,128

The following shows the pro forma results of opiera as though the purchase of Opexa had been etadms of January 1, 2003:

General and administrative................cc..ce..
Research and development..........ccccccceeeeennnn.

Net operating l0SS..........ccceeenn.
Interest iNCOMe.........cccovveeiineeneeniee.

Other income...........
Interest expense

NET LOSS.....ccoiiiiiiiii e

Basic and diluted loss per share...................
Weighted average shares outstanding................

NOTE 13 - BOARD OF DIRECTORS AGREEMENTS

INCEPTION
THROUGH
2004 2003
$ 4,289,023 $ 1,482,810
2,383,780 1,408,904
(6,672,803)  (2,891,714)
11,649 21,406
28,008 602
(869,661) (45,202)
$(7,502,807) $(2,914,908)
$(1.19) N/A
6,309,145 N/A

In April and May of 2004, Pharma entered into agrests with four individuals that will comprise Phe's Board of Directors. The
agreements resulted in the authorization of 200gb@0es of common stock and compensation of $55680Qear.
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NOTE 14 - COMMITMENT AND CONTINGENCIES

In 2003 and part of 2004, Pharma's principal offiees in the office of one of Pharma's shareholdarsuant to a verbal agreement on a rent-
free month-to-month basis.

After purchasing Opexa, Pharma assumed an eigineerth operating lease from Opexa for a researdlitfad he lease commenced in June
2003 and was due to expire in November 2004. Phaxteaded the lease until March 31, 2005. Pharmmdheaoption to exercise two 5 year
renewals extending the lease to March 31, 201Gfahd second option is exercised, extending thedeto March 31, 2015. Basic rent
expense charged to operations for fiscal 2004 &8 2vas $14,234 and $0 respectively.

Future minimum lease payments under the non-céanleetgerating lease are $21,351 for 2005 and rfeeredfter.
NOTE 15 - SUBSEQUENT EVENTS

On February 14, 2005 Pharma completed the secanddh of a private offering of 15% convertible pissory notes (the "notes") and isst
notes with an aggregate principal amount of $6llioni The notes are mandatorily exchangeable éonmon stock at the earlier of an
"Equity Financing" (as defined below) or upon mayuon November 30, 2005. The notes and accruesiast are convertible at a conversion
price equal to the weighted average gross offgrge of the common stock or common stock equivalessued in an Equity Financing. If
such Equity Financing occurs, the notes and acantetkest are convertible at $3.00 per share oreNdoer 30, 2005. An "Equity Financing"
is defined as Pharma raising at least $10,000/000¢ or a series of transactions of common stoclommon stock equivalents prior to the
maturity of the notes. As additional considerationthe purchase of notes, Pharma issued to innseatoaggregate of 612,468 shares of
common stock and, upon the earlier of an EquitgR@ing or maturity of the notes, each investor mtleive a one-year warrant to purchase
shares of common stock. Each warrant will be egalde for that number of shares of common stochklequthe principal amount of the note
divided by the warrant's exercise price. The wdisaxercise price will be equal to 50% of the viaggl average gross offering price of equity
issued in an Equity Financing or, if there is naiBgFinancing, $3.00 per share.
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