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

This prospectus relates to the resale from timéne by the selling stockholders of up to 25,217,2Bares of our common stock, including 12,723 8i6&es ¢
common stock previously issued and 12,493,678 shafecommon stock issuable upon the exercise ofnemmstock purchase warrants. A series of warrantenying
10,411,400 shares of common stock expired on Feprlia 2006. The selling stockholders may sell shares of common stock from time to time in thenxg@pal market o
which the stock is traded at the prevailing magkéte or in negotiated transactions.

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

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

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

Neither the Securities and Exchange Commission nany state securities commission has approved or digproved of these securities or passed upon {
accuracy or adequacy of this prospectus. Any represitation to the contrary is a criminal offense.

The date of this prospectus is April 10, 2006.
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You should rely only on the information contained i this prospectus. We have not authorized anyone torovide you with information that is different.
This prospectus may only be used where it is legtd sell these shares of our common stock. The infoation in this prospectus may only be accurate ad the date of this
prospectus.

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

This prospectus is part of a registration statementhat we filed with the Securities and Exchange Comission for a continuous offering. Under thi:
prospectus, the selling stockholders may, from time time, sell the shares of our common stock desbed in this prospectus in one or more offerings. fiis prospectu:
may be supplemented from time to time to add, updat or change information in this prospectus. Any st@ment contained in this prospectus will be deemetb be
modified or superseded for the purposes of this pgpectus to the extent that a statement contained g prospectus supplement modifies such statementnj statemen
so modified will be deemed to constitute a part ofhis prospectus only as so modified, and any statemt so modified will be deemed to constitute a pardf this
prospectus.

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




PROSPECTUS SUMMARY

The following summary highlights selected informitirom this prospectus and does not contain athefinformation that you should consider beforeesting it
our common stock. This prospectus contains infaonategarding our businesses and detailed finanoi&rmation. You should carefully read this enfm@spectus, includir
the historical financial statements and relatedestbefore making an investment decision.

In this prospectus, “PharmaFrontiers Corp.,” the dmpany,” “we,
except where otherwise indicated or required bytexin

us” or “our” refer to PharmaFrontiers Corp., a Texas corporatiamd its subsidiarie

Our Business

We are a biopharmaceutical company engaged in digingl autologous personalized cell therapies. @ategy is to develop and commercialize cell thiesx
treat several major diseases including multiplersdis, cardiovascular diseases, and diabetes. & dn exclusive license to an individualized T tredrapy that is in FD.
Phase I/l human dose ranging clinical trials t@leate its safety and effectiveness in treatingtipiel sclerosis. We have an exclusive worldwiderise for the intellectu
property rights and research results of an autaledb cell vaccine for rheumatoid arthritis from t8bhanghai Institutes for Biological Sciences (SIBShinese Academy
Sciences of the People's Republic of China. We lsds@ an exclusive license to a stem cell techryoilogvhich adult pluripotent stem cells are derifezm monocytes obtain
from the patient’s own blood. We are initially puirsg indications in heart failure and Type | dig=etvith our stem cell therapy.

Autologous therapies use cells or other materi@sfthe patiens own body to create treatments for the patients fireventing rejection complications that re
when “foreign” or “non-self’cells are introduced into a patient. Cellular tipéza are expected to play a large role in the treat and cure of a broad spectrum of hu
diseases. According to independent market reseacbelular therapies along with their relatechte@ogies, such as diagnostics and blood bankiray, exceed $30 billion t
2010.

Our multiple sclerosis cell therapy, Tovaxin™, igrently in Phase I/l studies. Tovaxin®nsists of modified autoreactive T cells. Multiglgerosis is a result
a person’s own T cells attacking the myelin shah#t coats the nerve cells of the central nervausgesn. These T cells, that attack a persawn body, are referred to
“autoreactiveT cells. In our treatment the T cells are takemfithe patient, modified and returned to the pati€he modified T cells cause an immune responseid at th
autoreactive T cells in the patienthody. This immune response reduces the levalitof@active T cells and potentially allows the niyelheath to be repaired. In addition,
are evaluating whether this technology will allos/to diagnose multiple sclerosis and determineséwverity of the disease through an analysis ofabel of autoreactive T ce
in a patient’s blood.

Two clinical studies of Tovaxin™ have reached catimilestones:

« The dose escalation study was designed for patwititsrelapsing-remitting or secondapyegressive MS, intolerant of, or having failedrremt therapy. Bloc
was obtained from each patient from which T cedisctive to two peptides each of three proteins (VBEP, and MOG) were expanded ex vivo and prepas
a trivalent formulation of MRTCs. The MRTCs weréeauated by Cesium137 irradiation prior to patiestgiving subcutaneous injections of eithed Bullion
cells (Dose 1) or 3@5 million cells (Dose 2) at weeks 0, 4, 12 andMRTC frequencies were performed at baseline aneka/®, 13, 21, 28 and 52. Pati¢
were evaluated for changes in EDSS, MSIS and elzatiens.
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Tovaxin is a patient-specific therapeutic vacciotstrategy for MS patients. To formulate Tovaxincdll vaccine, the patient's own myelin peptipecific
activated T cell lines are harvested and attenuatettie day of vaccine administration.

The study's results demonstrated that MRTCs imp#rheral blood were depleted in a dose dependanher and analyses showed reductions in all typss of
MRTCs at all follow-up visits. All patients in tH2ose 2 group had a 100% reduction in MRTC countkeatveek five follow-up visit. Percentage reductiavere
greater in the Dose 2 group than in the Dose 1geadevery follow-up visit. Correlation between tieeluction in overall MRTC frequencies and the jtsis
component of the MSIS (p=0.0086) was strong. Thee a trend to improved EDSS (p=0.0561). The anmalabse rate (ARR) for the patients prior two gear
before therapy was 1.28 and following therapy tiRRAvas 0.10 (92 percent reduction) adjusted fontimaber of months in the study. The treatment aqgpeabe
safe and well tolerated with minimal adverse event$ no dose-limiting toxicities.

« Phase l/ll extension study: The analysis of datdemn(10) patients that have been enrolled in &s®ihél open-label extension study of Tovaxin(TMXCEII
vaccine in worsening multiple sclerosis indicatest tthe treatment is safe and wiellerated. Adverse events were mild or moderatgeirerity. None of the t
patients reported an MS exacerbation while on stAdwlysis of myelin-reactive Tell (MRTC) counts showed a percentage reductiomfbaseline at 3, 6, a
9 months, for all three types of MRTC, as well las Total MRTC. Reductions in disease assessmeabitiig scores were observed at all follayg-visits. N¢
therapy induced lesions were observed on week 5ZsMB three patients. These results suggestNMRTC vaccination is safe and well tolerated ana
suggest that MRTC vaccination reduces MRTC cowgsyell as EDSS and MSIS scores.

In October 2005, the FDA approved the protocoldar Phase IIb clinical trial of Tovaxin. We intetm enroll the first patient in this pivotal Phadke in the firs
half of 2006.

Our Rheumatoid Arthritis (RA) T-cell vaccinationQV) technology is conceptually similar to TovaxRA is an autoimmune T-cethediated disease in whi
Pathogenic Teells trigger an inflammatory autoimmune resporfisthe synovial joints of the wrists, shoulders, &sgankles and feet which causes pain, stiffnesksaelling
around the joints. Our RA TCV technology allows tkelation of these pathogenic T-cells from synbflisd drawn from a patient. We expand and modifgse Teells in ou
laboratory. The modified T-cells are injected suboeously into patients thereby inducing an immresponse directed at the Pathogenic T-cells inptients body. Thi
immune response reduces the level of Pathogemiell$-and potentially allows the reduction of jogwelling in RA patients. Human trials that haveteonducted in Chil
show minimal side-effects and promising efficacyasugred as a reduction of joint swelling followir {T-cell vaccination.

Our stem cell technology allows us to create aglultipotent stem cells from monocytes isolated frolmod drawn from the patient. We believe that ¢heten
cells, if successfully developed, may provide thsib for therapies to treat a variety of diseaselscanditions. We anticipate that our stem celhtexdtogy will have a significa
competitive advantage over many of the other stelint@chnologies. The peripheral blood monocytegduby our technology to produce stem cells, hageativantage of bei
relatively abundant and easy and cost effectivebtain. Our technology does not have the collectiot storage difficulties presented by umbilicaidcblood or the controvers
ethical and regulatory issues associated with eamticystem cells. In addition, our technology issléifficult and less risky than collecting adulést cells from tissues such
bone marrow, spinal fluid or adipose (fat) tisskarthermore, our stem cells are pluripotent, wheradult stem cells used in competitive technologies not likely to b
pluripotent.




Our stem cell technology will also avoid rejectigssues because it is autologous (“selfis is as opposed to the embryonic, umbilical, soche adult stem ¢
technologies, which in some cases must be takem fvoe individual and given to another. Further, edieve our stem cell therapies will be regulatedaatologou
“manipulated” non-homologous use cell therapiesusTiwe use one’s own stem cells, and we therefoneod expect to encounter the same significantchnécal and clinica
development regulatory hurdles that embryonic, licd)j and some adult stem cells therapies are@gpeo face.

Initially we are conducting prehnical research to develop stem cell therapiesréat Type | diabetes and heart failure. We beliéivat with our stem c
technology plus our additional technology relatedhte differentiation of stem cells into islet sghve will be able to create insulin producingtislells derived from the patiest’
own blood. We are currently conducting laborata@gearch and plan to move expeditiously throughcpnézal development of our diabetes stem celldpgrand, if successfi
initiate human testing in 2006.

Our Executive Offices

Our principal executive and administrative offieeifity is located in The Woodlands, Texas at 26B%Crescent Ridge Drive, The Woodlands, Texas 778&
our telephone number is (281) 29331. We maintain a website at www.pharmafrontiemscom, however the information on our websiteds part of this prospectus, and '
should rely only on information contained in thi@gpectus when making a decision as to whetheotioninvest in shares of our common stock.

RISK FACTORS

The shares offered hereby have not been approveisapproved by the SEC or the securities regulatarthority of any state, nor has any such regulatmdy
reviewed this memorandum for accuracy or completen€he shares offered hereby are speculativeievan unusually high degree of risk and should/dyé purchased |
those who can afford to lose their entire investm&herefore, prospective investors should cargfatinsider the following risk factors before purshmy the shares offer
hereby.

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

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

Our business is at an early stage of developmest.d@/not have any products in l&t@ge clinical trials or on the market. We ard stilthe early stages
identifying and conducting research on potentiaidoicts. Only one of our products has progresseliestage of being studied in human clinical tri@sir potential produc
will require significant research and developmemd areclinical and clinical testing prior to reguley approval in the United States and other coesti\We may not be able
develop any products, to obtain regulatory appval enter clinical trials for any of our prodeeindidates, or to commercialize any products. @oayct candidates may prc
to have undesirable and unintended side effeatshar characteristics adversely




affecting their safety, efficacy or cosffectiveness that could prevent or limit their u8ay product using any of our technology may failprovide the intended therape!
benefits, or achieve therapeutic benefits equal toetter than the standard of treatment at the tiftesting or production.

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

We have not generated any profits since our entrythe biotechnology business, have no sourcewanues, and have incurred significant operatingds. W
expect to incur additional operating losses for fireseeable future and, as we increase our résegrd development activities, we expect our opegakdsses to increa
significantly. We do not have any sources of reesnand may not have any in the foreseeable future.

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

We need to obtain significant additional capitaaerces from sources including equity and/or detainfcings, license arrangements, grants and/calmmative
research arrangements in order to develop produiscontinue our business. As of December 31, 2@@5had cash and cash equivalents of approxim&®&B million. Ou
current burn rate is approximately $400,000 pertmexcluding capital expenditures. However, thisrbrate is expected to increase to $800,000 petimance the IIb clinici
trails begin. We will need to raise additional ¢apto fund our working capital needs during theosel quarter of 2006. We do not have any creditifias available witl
financial institutions or any other third partiasdaas such we must rely upon best efforts thady funding and we can provide no assurancevtleatvill be successful in al
future investment best efforts. The failure to @assich funds will necessitate the curtailment afrapons and delay of the start of the clinicallgi The timing and degree of ¢
future capital requirements will depend on manydes; including:

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

-  scientific progress in our research and developmmgrams;

« the magnitude and scope of our research and dewelupprograms;

. our ability to establish, enforce and maintaintefgéc arrangements for research, developmentgalitésting, manufacturing and marketing;
« our progress with preclinical development and chhtrials;

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

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

« the number and type of product candidates thatwsue.

We do not have any committed sources of capitéthoabh we have issued and outstanding warrants ifhexercised, would result in an equity capitalsing
transaction. Additional financing through strategadlaborations, public or private equity financigapital lease transactions or other financingcs may not be available
acceptable terms, or at all. Additional equity finengs could result in significant dilution to asbockholders. Further, if additional funds are otgd through arrangements w
collaborative partners, these arrangements mayreegs to relinquish rights to some of our techg@s, product candidates or products that we wothliérwise seek to devel
and commercialize ourselves. If sufficient capisahot available, we may be required to delay, cedihe scope of or eliminate one or more of ougrms, any of which cou
have a material adverse effect on our financiatlt@n or business prospects.




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

We are required under generally accepted accoumtimgiples to review our intangible assets for aimment when events or changes in circumstancesaitedth
carrying value may not be recoverable. Goodwiteiguired to be tested for impairment at least alywuat December 31, 2005, our intangible assetsisisting of the Universi
of Chicago license and acquired intangible assets fthe Opexa acquisition that is an inseparabteugrof patents and licenses that tdnnction independently, we
approximately $26.1 million. If management deterasithat impairment exists, we will be requireddoard a significant charge to expense in our firdrstatements during t
period in which any impairment of our goodwill istdrmined.

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

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

. unforeseen safety issues;

« determination of dosing issues;

« lack of effectiveness during clinical trials;

. slower than expected rates of patient recruitment;

. inability to monitor patients adequately duringafter treatment; and

« inability or unwillingness of medical investigatdosfollow our clinical protocols.

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

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

Our business strategy is dependent upon the shitisknowledge of our management team. We belieakettie special knowledge of these individuals gives
competitive advantage. If any critical employeestsa we may be unable on a timely basis to hirabld replacements to effectively operate our legsinWe also operate wit
very small number of employees and thus have littlao backup capability for their activities. Tloss of the services of any member of our manageieam or the loss ol
number of other employees could have a materiad@a@veffect on our business.




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

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

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

We conduct our research and development in a 1G;§08@re foot facility in The Woodlands, Texas, whiccludes a 1,200 square foot suite of three rofumthe
future manufacture of stem cell and T-cell theraglgough Phase Il trials. Our current facilitynist large enough to conduct commeraiefle manufacturing operations.
will need to expand further our manufacturing seafid facility, obtain a new facility or contractttvicorporate collaborators or other third partiesassist with future drt
production.

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

We may arrange with third parties for the manufeetf our future products. However, our third-pasburcing strategy may not result in a ceffective means f
manufacturing our future products. If we employdiparty manufacturers, we will not control many aspex the manufacturing process, including comm@aby these thil
parties with the FDA'’s current Good Manufacturintgp®ices and other regulatory requirements. Weh&irimay not be able to obtain adequate supplies figrd-party
manufacturers in a timely fashion for development@mmercialization purposes, and commercial gtiestof products may not be available from contraenufacturers
acceptable costs.

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

A number of pharmaceutical, biotechnology and ottwmpanies, universities and research institutteage filed patent applications or have been isqatdnt
relating to cell therapy, stem cells,c@lls, and other technologies potentially releventor required by our expected products. We cammetlict which, if any, of suc
applications will issue as patents or the clainad thight be allowed. We are aware that a numbeopfpanies have filed applications relating to stefts. We are also aware
a number of patent applications and patents clamse of stem cells and other modified cells tatttésease, disorder or injury.




If third party patents or patent applications contelaims infringed by either our licensed techmlor other technology required to make and usepotentia
products and such claims are ultimately determioduk valid, there can be no assurance that wednmeilable to obtain licenses to these patentgedsonable cost, if at all,
be able to develop or obtain alternative technaldigjywe are unable to obtain such licenses at samable cost, we may not be able to develop sondupts commercially. The
can be no assurance that we will not be obligedkefend ourselves in court against allegations ffngement of third party patents. Patent litigatis very expensive and col
consume substantial resources and create sigrificarertainties. An adverse outcome in such auitd subject us to significant liabilities to thiparties, require disput
rights to be licensed from third parties, or requis to cease using such technology.

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

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

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

The markets for therapeutic stem cell products,tiplel sclerosis products, and rheumatoid arthptisducts are highly competitive. We expect that mas
significant competitors are fully integrated phacmatical companies and more established biotecggaompanies. These companies are developing stéirbased produc
and they have significantly greater capital resesirand expertise in research and development, metnuhg, testing, obtaining regulatory approvalsd marketing than v
currently do. Many of these potential competitors further along in the process of product develepirand also operate large, compémyded research and developm
programs. As a result, our competitors may develope competitive or affordable products, or achieadier patent protection or product commercigiorathan we are able
achieve. Competitive products may render any prizdoicproduct candidates that we develop obsolete.

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

Our business depends on three licenses from thiriep. Additionally, any business relating to a€ll vaccine for rheumatoid arthritis depends upditense fror
the Shanghai Institute for Biological Science. Thésird party license agreements impose obligatmmais, such as payment obligations and obligatiordiligently pursu
development of commercial products under the liedrmatents. If a licensor believes that we hfaiked to meet our obligations under a | icengeeament, the licensor could




seek to limit or terminate our license rights, whiould lead to costly and timensuming litigation and, potentially, a loss of ficensed rights. During the period of any ¢
litigation, our ability to carry out the developmiemd commercialization of potential products cdogdsignificantly and negatively affected. If oizense rights were restrictec
ultimately lost, our ability to continue our busisebased on the affected technology platform cbeldeverely adversely affected.

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

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

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

Our product candidates, if approved for marketimgy not achieve market acceptance since hospifaysicians, patients or the medical community inege
may decide to not accept and utilize these prodii¢ts product candidates that we are attemptirdgtelop represent substantial departures from legiald treatment metho
and will compete with a number of more conventiathraigs and therapies manufactured and marketeddjgrmharmaceutical companies. The degree of mardedptance
any of our developed products will depend on a remalf factors, including:

. our establishment and demonstration to the medaaimunity of the clinical efficacy and safety ofrquoduct candidates;
« our ability to create products that are superialternatives currently on the market;
« our ability to establish in the medical communttg fpotential advantage of our treatments overratare treatment methods; and
. reimbursement policies of government and thirdyppayers.
If the health care community does not accept oadpets for any of the foregoing reasons, or for atiner reason, our business would be materiallgnkdr
Risks Related to Our Common Stock

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

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

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




In the past, following periods of market volatility the price of a company’securities or the reporting of unfavorable nesesurity holders have often institu
class action litigation. If the market value of @mammon stock experiences adverse fluctuationsnanbecome involved in this type of litigation, redjass of the outcome, \
could incur substantial legal costs and our manag¢'siattention could be diverted from the operatibour business, causing our business to suffer.

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

Our articles of incorporation authorize the isswant "blank check" preferred stock with such deatgms, rights and preferences as may be deternfipesili
board of directors without shareholder approvalt freferred stock could be utilized as a methodis¢ouraging, delaying, or preventing a changeuinomntrol and as a meth
of preventing shareholders from receiving a premfantheir shares in connection with a change ofticg.

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

We may sell additional shares of common stock imseguent public or private offerings. We may aksue additional shares of common stock to finantgrd
acquisitions. We cannot predict the size of futsstiances of our common stock or the effect, if, aimgt future issuances and sales of shares of@mumon stock will have ¢
the market price of our common stock. Sales of tsuihigl amounts of our common stock (including slassued in connection with an acquisition), er plerception that su
sales could occur, may adversely affect prevaifiragket prices for our common stock.

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

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

FORWARD LOOKING STATEMENTS

This Prospectus contains forwdmbking statements within the meaning of SectioA 27 the Securities Act of 1933. These statemeeitste to future events and
future financial performance and involve known amtknown risks, uncertainties and other factors thaty cause the actual results, levels of actiyigformance ¢
achievements of the Company or the industry in witioperates to be materially different from amyufe results, levels of activity, performance ohiavements expressec
implied by the forward-looking statements. Thes&giand other factors include those listed undé&K'Ractors” and those described elsewhere inMigisiorandum.

In some cases, you can identify forward-lookingesteents by the Company’s use of terms such as “nfesl),” “should,” “expects,” “plans,” “anticipates,”
“believes,” “estimates,” “predicts,” “potentialdr the negative of these terms or other compartabheinology. These statements are only predictifietual events or results m
differ materially. In evaluating these statememgtsy should specifically consider various factorgluding the risks outlined under “Risk Factor§hiese factors may cause
Company'’s actual results to differ materially framy forward-looking statement.

"»u "o

Although the Company believes that the expectatiefiscted in the forwartboking statements are reasonable, it cannot gtegdature results, levels of activi
performance, or achievements. Moreover, neither Goenpany nor any other person assumes respongibilit the accuracy and completeness of these fakheaking
statements. The Company does not intend to updatefahe forward-looking statements after the ddtthis Memorandum to conform prior statementadtual results.




USE OF PROCEEDS

The selling stockholders will receive all of thepeeds from any sales of shares of our common sWWekwill not receive any of the proceeds from aogh sal

by any selling stockholder. See “Selling Stockhadde

PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the Natidssociation of Securities Dealers Inc. Over @winter Bulletin Board under the symbol “PFTR.OBUr
Common Stock trades on a limited, sporadic andtielbasis. As of April 5, 2006, the last reporteades price of our common stock on the OTC BullBiarard was $0.60. As
March 31, 2006, there were 20,967,035 shares of@mmon stock outstanding that were held of rebyr866 persons.

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

Price Ranges

High Low

Fiscal Year Ended December 31, 2004

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

First Quarter 8.7C 4.5C
Second Quarter 5.5C 2.4¢
Third Quarter 1.41 1.2t
Fourth Quarter 0.63 0.5¢
Fiscal Year Ended December 31, 2006

First Quarter 0.62 0.5t

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

We do not anticipate that any cash dividends vélplaid in the foreseeable future. While our dividiolicy will be based on the operating results eapital neec
of the business, we anticipate that all earningany, will be retained to finance our future expan. Therefore, prospective investors who antieiihe need for immedic
income by way of cash dividends from their investirghould not purchase the shares offered by tospectus.
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SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsttauld be read in conjunction with “Managemeridiscussion and Analysis of Financial Conditiod &esults ¢
Operations”and our consolidated financial statements andaélabtes included elsewhere in this prospectus. sBtected consolidated financial data in this sects no
intended to replace the consolidated financiakstents and accompanying footnotes. The selectesblidated balance sheet data as of December 35, &0 2004 have be
derived from our audited consolidated financiatestzents included elsewhere in this prospectusoHicstl results are not necessarily indicative @f tesults to be expected in
future.

Year Ended Year Ended
December 31, December 31,
2005 2004
Consolidated Statements of Operations Data:
Revenues $ - 3 =
Operating Expenses:
General and administrative $ 550,17¢ $ 572,53¢
Depreciation and amortization 1,735,20! 264,81¢
Research and development 9,892,25: 2,465,63:
Loss on disposal of assets 22,81( 457,12:
Net operating loss (12,200,45) (3,760,109
Interest Income 81,93( 5,997
Other Income 28,174 2,37¢
Interest expense (7,323,85) (868,926
Net loss $ (19,414,19) $ (4,620,66)
Net loss per common share, basic and dill $ 1.29) $ (0.7%)
Weighted average number of common shares outstgnotisic and diluted 15,648,36 6,309,14!

As of December 31,

2005 2004

Consolidated Balance Sheet Data:

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

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

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

We are a developmestage company and have a limited operating his®Ouy. predecessor company for financial reportingppses was formed on January
2003 to acquire rights to our adult stem cell tetbgy. In November 2004 we acquired Opexa Pharntaads, Inc. and its multiple sclerosis treatmesttinology. We are st
developing all of our technology, and to date, \agennot generated any revenues from our operatiksaie continue to execute our operations planexgect our developme
and operating expenses to increase.

Research and developmerwe have made and expect to continue to make antirtinvestments in research and developmentderdo develop and market «
technology. Research and development costs cquisarily of general and administrative and opemgtexpenses related to research and developmaevitiast We expens
research and development costs as incurred. Pyog@ent and equipment for research and developrtteait has an alternative future use is capitaliaad the relate
depreciation is expensed as research and develdopmuosts. We expect our research and developmergnegpto increase as we continue to invest in theloement of ot
technology.

General and administrative General and administrative expenses consist pitimaf salaries and benefits, office expense, pssfonal services fees, and o
corporate overhead costs. We anticipate increasgsrieral and administrative expenses as we ca@ntindevelop and prepare for commercializationwftechnology

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

Our general and administrative expenses duringvwieéze months ended December 31, 2005, was $55@4 t®mpared to $572,534 for the twelve monthsd
December 31, 2004. General and administrative esgeenonsist primarily of salaries and benefitaceféxpense, professional services fees, and othporate overhead cos
We anticipate increases in general and adminigga&kpenses as we continue to develop and prepacerhmercialization of our technology

Research and Development Expense

Research and development expense was $9,892,25Bidomwelve months ended December 31, 2005, as a@dpo $2,465,634 the twelve months er
December 31, 2004. The increase in expenses wasisi due the acquisition of Opexa and the assiongif its operations and research and developmegrams as well
our Phase I/ll clinical trials for Tovaxin, stemllcdevelopment and prelinical costs, the hiring of personnel and othepemses associated with the increase in resead
development efforts. We have made and expect toreento make substantial investments in reseamchdavelopment in order to develop and market ecinriology. Resear
and development costs consist primarily of genarad administrative and operating expenses relatetesearch and development activities. We expeasearch ar
development costs as incurred. Property, planteguipment for research and development thaghaasternative future use is capitalized and tfeged depreciation is expen:
as research and development costs. We expectseargh and development expense to increase asntieueoto invest in the development of our techgglo
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Interest Expense

Interest expense was $7,323,851 for the twelve hsoahded December 31, 2005 compared to $868,92hdotwelve months ended December 31, 2004
increase is primarily related to the amortizatidritee remaining discount under the beneficial cosiom feature of the 15% exchangeable convertibtenssory notes (tt
“Notes”); in 2005 the accrued interest on the Notas converted into shares of Common Stock.

Net loss

We had a net loss for the year ended December(8b, 2f $19,414,197 or ($1.24) per share (basicdilnded), compared with a net loss of $4,620,664%073
per share (basic and diluted), for the twelve merghded December 31, 2004. The increase in neidaise primarily to the amortization of the remagdiscount under tt
beneficial conversion feature of the Notes andatterued interest on the Notes that was convertedsimares of common stock, along with stgptef operations which includ
the hiring of new employees, directors and scignéifivisory board members. These individuals h@reements with us that provide for salary payméftis. increase in net Ic
is also attributable to the acquisition of Opexaftaceuticals and the assumption of its operagmaisresearch and development programs. Also indlade professional fe
incurred from legal, accounting, and consultingvie®s to secure and expand our license patent slafnticipated future expenses include research dewklopmen
professional and consulting fees, and expensesiasst with the expansion of the office and labangmanufacturing facilities.

Liquidity and Capital Resources

Since our inception, the Company has financedptrations from the sale of its debt and equity gges (including the issuance of its securitieskthange fc
goods and services) to accredited investors. Betvaptember 2004 and February 2005, the Compawgtely placed an aggregate principal amount of $6illion of Bridge
Notes. In June 3, 2005, the Company exchangedriitg® Notes aggregating approximately $6.7 milliomprincipal and interest for 4,433,598 units giuachase price of $1.
per unit; each unit comprised of one share of comstock and three separate types of warrants thpse a total of 2.75 shares of common stock &siafel a series A warra
for 1.25 shares with an exercise price of $2.00ctvlexpired on February 17, 2006; a series B wafanonehalf of a share with an exercise price of $2.90chtexpires o
October 17, 2006; and a Series C Warrant for oaeeshith an exercise price of $4.00 that expire/ay 25, 2010.

In June 2005, the Company completed a private plaoé of approximately $5.08 million to accredited@stors by issuing 3,387,217 units at a purchase pi
$1.50 per unit; each unit identical to those issirethe Bridge Note exchange. On July 18, 2005 Gloenpany completed a follown private placement of approximat
$760,000 to accredited investors and issued 50@@6@Rional units at a purchase price of $1.50ypet:

As of December 31, 2005, the Company had cash mfoapnately $2.5 million. Our current burn rateapproximately $400,000 per month excluding ca
expenditures. Although our burn rate is expecteth¢oease to $800,000 per month once the Phasdifilsal trails begin, we do not intend to start tRhase 2b until we he
raised additional capital. We will need to raisditidnal capital to fund our working capital neetiging the second quarter of 2006. We do not hayeceedit facilities availab
with financial institutions or any other third pag and as such we must rely upon best effortd-ffarty debt or equity funding and we can provideaasurance that we will
successful in any funding effort. The failure teseasuch funds will necessitate the curtailmergpdrations and delay of the start of the clinicalg.
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Contractual Commitments

In October 2005 the Company leased a facility taseoits executive offices and research facilit@sa term of ten years with two options for an éddgal five
years each at the then prevailing market iThe 10,200 sq. ft. facility is located on 3 acre2&85 N. Crescent Ridge Drive in The Woodlands, TKis location provides spe
for pipeline development through R & D; a speciadizFlow Cytometry and Microscopy lab; support ahichl trials with GMP manufacturing Suites; QugliBystem
management with Quality Control Laboratory, ReguiatAffairs, Quality Assurance; as well as admirdste support space. There is 2,500 sq. ft. otemill available fc
future build-out. The facility including the propeis leased for a term of ten years with two opsidor an additional five years each at the thewvaiting market rate.

Off-Balance Sheet Arrangements

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

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

Our discussion and analysis of our financial caoditand results of operations is based on our dm#ed financial statements, which have been pegpé
accordance with accounting principles generallyepted in the United States of America. The preparaif these consolidated financial statementsirequs to make estima
and judgments that affect the reported amounts®éta, liabilities and expenses. We base our estinwa historical experience and on various othsuraptions that we belie
to be reasonable under the circumstances, thesesfulvhich form the basis for making judgmentswthtbe carrying values of assets and liabilitiest #re not readily appare
from other sources. Actual results may differ frtmse estimates under different assumptions oritonsl We believe the following critical accourdipolicies affect our mo
significant judgments and estimates used in prejoaraf our consolidated financial statements.

Reverse Acquisition We treated the merger of PharmaFrontiers Comp. 8portan as a reverse acquisition. Pursuanteogthidance in Appendix B of St
Accounting Disclosure Rules and Practices Offidiakt, the “merger of a private operating compantp ia noneperating public shell corporation with nominal rEetset
typically results in the owners and managementhef grivate company having actual or effective ofsegacontrol of the combined company after the setion, with th
shareholders of the former public shell continuordy as passive investors. These transactions @rsidered by the staff to be capital transactionsubstance, rather tt
business combinations. That is, the transacti@gisvalent to the issuance of stock by the pricat@pany for the net monetary assets of the shghocation, accompanied b
recapitalization.”Accordingly, the reverse acquisition has been actmlifor as a recapitalization. For accounting pees, the original PharmaFrontiers Corp. is consatiéhe
acquirer in the reverse acquisition. The historftsncial statements are those of the originalr®lad&rontiers Corp. Earnings per share for perigts o the merger are resta
to reflect the number of equivalent shares recebsethe acquiring company.
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Impairment of Long-Lived Asset¥Ve review londived assets and certain identifiable assets faainment whenever events or changes in circumssainckcats
that the carrying amount of an asset may not beverable. If the sum of the expected future undisted cash flows is less than the carrying amo@ithe asset, furth
impairment analysis is performed. An impairmensl@smeasured as the amount by which the carryimguat exceeds the fair value of assets.

Stock-Based CompensatioriWe have adopted FAS No. 123, “Accounting for &tBased Compensation” for non-cash stbelsed compensation issuec
employees, directors and nemployees for goods or services. FAS No. 123 alloarapanies to continue to measure compensatios émsemployees and directors using
intrinsic value method as prescribed by APB Opin2ain however, the fair value method must be useai¢asure compensation costs issued toamployees. FAS No. 1.
states that the fair value method of accountingsfockbased compensation is preferable to the intrinaloesr method; therefore, we use the fair value nietbomeasure ¢
stock-based compensation, including stbelsed compensation to our employees and diretdoder this method, compensation cost is measurég dair value of the award
the applicable measurement date. See Note 1 dfithes to Consolidated Financial Statements fomptioeforma net income and net income per share atapfor Fiscal 200
through Fiscal 2005, as if the Company had useairavfluebased method similar to the methods required uB&&S 123R to measure compensation expense for gat
stock incentive awards. The Company is evaluatirgterms and structure of its current share basgthents and does not expect the adoption to hasignificant, advers
impact on the consolidated statements of incomenabhéhcome per share as it relates to currentgdamptions and warrants as of the date of thetaaop

Consolidation of Variable Interest Entitiesn January 2003, the FASB issued Interpretation 46(R) (“FIN 46”),Consolidation of Variable Interest Entities. |
46 addresses consolidation by business entermisegiable interest entities (formerly special pose entities). In general, a variable interestyeigt a corporation, partnersh
trust or any other legal structure used for busimpesposes that either (a) does not have equigstovs with voting rights or (b) has equity investthat do not provide sufficie
financial resources for the entity to support icsivdties. The objective of FIN 46 is not to restrithe use of variable interest entities, but tgriave financial reporting
companies involved with variable interest entitiEBN 46 requires a variable interest entity to basolidated by a company if that company is sulieet majority of the risk «
loss from the variable interest entity’s activiti@sentitled to receive a majority of the entitylesidual returns or both. The consolidation nezments are effective for the fi
period that ends after March 15, 2004; the Compdegted to adopt the requirements effective forépmrting period ending December 31, 2005. Thetdo of FIN 46 had n
effect on the consolidated financial statements.

Research and Developmenthe costs of materials and equipment or facdlitteat are acquired or constructed for researchdamdlopment activities and that h
alternative future uses are capitalized as tangistets when acquired or constructed. The costaf materials consumed in research and developastivities and th
depreciation of such equipment or facilities usedhose activities are research and developmens.co®wever, the costs of materials, equipmentfaoilities acquired ¢
constructed for research and development activitiashave no alternative future uses are congidergearch and development costs and are expentweel tane the costs ¢
incurred.
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OUR BUSINESS
Overview

We are a biopharmaceutical company engaged in digingl autologous personalized cell therapies. @ategy is to develop and commercialize cell thiesjx
treat several major diseases including multiplersdis, cardiovascular diseases, and diabetes. & dn exclusive license to an individualized T tredrapy that is in FD.
Phase I/l human dose ranging clinical trials talaate its safety and effectiveness in treatingtipiel sclerosis. We also have an exclusive liceonsa stem cell technology
which adult pluripotent stem cells are derived froranocytes obtained from the patientwn blood. We are initially pursuing indicatiansheart failure and Type | diabetes v
our stem cell therapy.

Our lead product, Tovaxin™, is a T-célksed therapeutic vaccine for MS, offering a unigod personalized approach to treating the disbgseducing a
immune response against the pathogenic myelin @eattive T-cells. Tovaxin has just been acceptethbyU.S. Food and Drug Administratien(FDA) Center for Biologic
Evaluation and Research (CBER) for a Phase llhcalirstudy, entitled “A Multicenter, Randomized, Wwe-Blind, Placebo-Controlled Study of Subcutareedovaxin™in
Subjects with Clinically Isolated Syndrome or Reliag Remitting Multiple Sclerosis” following two scessful Phase I/l opdabel studies. The results from two Tovaxin Pl
I/1l clinical trials provided safety and effectivess information. Human trials have shown that theTocell vaccination (TCV) safely induces immune resggmthat deplete a
regulate myelin autoreactive dells, thus stabilizing the disease and it is tret MS drug to demonstrate sustained improvementany of the patients and sustained rever:
disability in some of the patients that were trdatdoreover, we are evaluating T-cell assay teabgyl which can be used to monitorc&ll therapy and may have the potel
for early diagnosis of MS.

We also hold the exclusive worldwide license tolagluripotent stem cells derived from peripherbddd monocytes that allow for the isolation, proaiéaon, an:
differentiation into cells and tissues for patispecific cellbased therapies. We are currently pursuing indinatfor congestive heart failure (CHF) and Typaabetes (T1C
with its stem cell technology. We expect to condhasic research to determine the potential usesaftém cells in other indications, such as maaidgeneration, stroke, €
Parkinson’s disease.

Overview of PharmaFrontiers Corp Technologies amdjiRms

AUTOLO CELL-BEASED

Adult Fluripot snt
T . Call Tharaq;ﬁ Stam Call Theraq;ﬁ
Rt = Eolsrcshs RUtiple Solarcsis (e =TT E=Ta] O bt =
ThHarap iy mtonltoring THer=m T s =g
other: Type 1 Diabetes, Crohn's, Fsorlasis, Other: Macular Degesnaraticon, Stroks,
Rhasumat oid artihritl s Farklinson's.
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In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progressautoimmune disease of the central nervous sy&Gs
that is caused by myelin autoreactivecdlls progressively eroding the myelin that surdsiand insulates nerve fibers of the brain andaspiord. Globally, there a
approximately 2.5 million MS patients representindrug market in excess of $4 billion. The US mexlkecounted for 50 per cent of global MS saleX0ipd, at US$2.3 billiol
MS remains a challenging autoimmune disease toydbedause the pathophysiologic mechanisms ares#iyand the chronic, unpredictable course of tBeadie makes
difficult to determine whether the favorable effeof shortterm treatment will be sustained. Therapies thatpravent or stop the progression of disease dod aéversal of th
neurological damage and disability caused by teeatie represent the greatest unmet need in MS.

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

Some subjects unfortunately who have the appra@pganetic background have increased susceptifidityhe in vivo activation and clonal expansionnoyelin
autoreactive T-cells. These myelin autoreactiveells may remain dormant, but at some point theyaativated in the periphery, possibly by molecuatémicry (i.e., recognitio
of epitopes that are common to autoantigens andobiia antigens as exogenous triggers), thus emgliem to cross the blodatain barrier (BBB) and infiltrate the heal
tissue of the brain and spinal cord. The cascagmtbfogenic events leads to demyelination of axehg&h causes nerve impulse transmissions to diffot the tissue.

Mustration of CHS tissue: Panel & shows healthyr tissue with rorelinated nerve fibers (2) and panel B shows
de-rrelinated nerve fibers (R). & fatty substance (called rayeling swrounds and insulates nerve fibers and
facilitates the conduction of nerve irpulse transmissions. Demgrelination of axons canses nerve impulse
transtaissions to diffuse into the tissue.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the markebaty palliative and generally work through a megem of immunomodulation or immunosuppression.s&
therapies for MS are dominated by three forms tdrferon that require frequent subcutaneous oamntiscular injections. Copaxone is an immunomoduledonposed of
random copolymer of amino acids that is administetaily. Novantrone (mitoxanthrone) is an immungsegsive drug that can only be given four times year with a life
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time limit of 8 to 12 doses. All of the current thpies only slow the progression of MS and theyehsignificant patient compliance challenges becadiske dosing schedu
limited decrease in relapse rate, side effectsilprgé.g., the interferon formulations produce sevfu-ike symptoms, injection site reactions, infectiand neutralizin
antibodies (range from 5% to 45%) are developet lihvts the efficacy of treatment; copaxone causiggificant injection site reactions; while novamme causes infectiot
bone marrow suppression, nausea, hair thinningdelainfections, and mouth sores). These drugs briatiministered daily to weekly and they redutapses by about 385%
(as compared to a patient’s prior 2-year history).

Tysabri, a selective adhesion molecule inhibitor #pha 4 integrin antagonist), represents anatless of MS drugs which works by preventing immsgsten
cells (all leukocytes carrying the alpha 4 integgiycoprotein on their surface) from crossing tH&8and move into the CNS. Unfortunately, Tysabddis the movement of .
inflammatory T-cells not just the myelin autoresetiTcells and leaves patients at a risk of life thneiag infections. Tysabri with a reduction in relepstes of 67% (vers
placebo) was still expected to generate $2 tol®biln peak annual sales in an existing producisket of approximately $4 billion had it not been the severe side effects.

A number of companies have committed resourcesesearch and development programs to develop nov®ldkig therapies. These programs repr
incremental improvements over current therapy &mir tmechanisms of action are similar to curreerapy. Tovaxin is the only whole dell based vaccination strategy 1
safely and effectively eliminates the myelin autmtéve T¢ells and induces immune tolerance with the poaétdi prevent the disease or stop disease progreasd perhaps
allow the reversal of disease symptoms and progmes$s severe disability.

In our openlabel Phase /1l studies, Tovaxin has shown a réduén relapses in excess of 90% with virtually side effects based on only 4 injections anni
administered over @ months. Furthermore, approximately 40% of the pients treated with Tovaxin demonstrated a redes§ disability as measured by the Kurt
Expanded Disability Status Scale (EDSS; a methaguahtifying disability of MS patients) while themainder of patients (except for one relapse) éapeed no progression
disease. Based on the results of the Phase Ifllesta Phase Ilb clinical trial to study Tovaxierdpy in early (clinically isolated syndrome (CE8)d early relapsing remittil
(RR)) MS patients has been cleared by the FDA asdlieduled to be initiated the first half of 2006.

Tovaxin™ for Multiple Sclerosis

Tovaxin works selectively on the myelin autoreagtivcells by harnessing the body’s natural immuekenise system and feedback mechanisms to depéste Th
cells and induce favorable immune regulatory resperwhich rebalance the immune system. Tovaxinceslimmune responses that deplete (Appendix C)regualate th
myelin autoreactive pro-inflammatory dells that cause the inflammation and erosion efrttyelin sheath resulting in MS. Specifically, Tewais manufactured by taking t
MRTCs from the blood, expanding them to a therdpeddse exvivo, and attenuating them with gamma irradiatiorptevent DNA replication. These attenuated MRT(&
then injected subcutaneously into the body in laygentities. The body recognizes specificéll receptor molecules of these MRTCs as foreigshmounts an immune respo
reaction against them, not only destroying thedigeé attenuated MRTCs, but also the circulatingelinyautoreactive T-cells carrying the peptide-gfied -cell receptc
molecules. In addition, T-cell activation molecutss the surface of the activated MRTCs used asivadnduce favorable immune regulatory responsésctwpromote anti-
inflammatory responses. Because the therapy useslandual’s own cells, the only directly identifiable sidéeef is injection site reaction in a small percegetaf the patient
These reactions clear within 24 hours. Clinicatiis indicate that following TCV therapy the bodyed not attack normal @ells so the patient is not put at peril for siffeas
and life threatening infections.
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Tovaxin consists of a trivalent formulation (MBPL.FPand MOG) of attenuated myelin-peptide reactiveells (MRTCs) which targets only the myeBpecific
subset of Teells. Current therapies on the market and undeeldpment do not eliminate the MRTCs and are, floeee only a palliative treatment to reduce thejérency an
occurrence of MS symptoms. The current iteratiof@faxin is a trivalent formulation, which uses peptides (two each from three myelin proteins3dtect the MRTCs. Tk
formulation is very pharmacologically active withlp minimal local and systemic side effects. Tovexa whole Teell vaccine, is a completely new class of drugMs tha
works in concert with the body’s immune regulateygtem to suppress the T-cell-mediated inflammaaotivity and deplete the MRTCs.

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

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

The technology was discovered by Dr. Jingwu ZhahBaylor College of Medicine in Houston. We haveelusive, worldwide license from the Baylor Cglt
of Medicine to develop and commercialize three metbgy areas for MS, namely dell vaccination, peptides, and diagnostics. UnitlerLicense Agreement with the Bay
College of Medicine, we have rights to a total gfatents (2 U.S. and 5 foreign) and 69 patent epfptins (6 U.S., 62 foreign, and 1 Patent Coopmnafreaty [PCT]).

The license was granted to us by Baylor in exchdogeommon stock in Opexa Pharmaceuticals, Incqfaed by us in November 2004). The key termshe
agreement are: exclusive, worldwide, and a 2% tgyat net sales of licensed products. The royaitgréases after the aggregate net sales exceedh$tiod. There are n
other performance or payment terms in the licevée also have a separate consulting agreement étiventor, Dr. Jingwu Zhang, which grants usrtpbt of first refusal o
all future discoveries made by Dr. Zhang.

Tovaxin™ Manufacturing

We manufacture our TCV therapy in our own GMP facilThe TCV technology is similar to that of tréidhal microbial vaccine technology, where the patr
(or the attenuated derivative) is used to deriveptotective antigens necessary to induce proedatimune responses. In preparing a TCV therapymyelin autoreactive T-
cells causing the disease are taken from the bispekifically identified, and expanded ex vivo bgubating these T-cells with MBP, PLP, and MG@8ected peptides in t
presence of antigen-presenting cells and growttofacMyelin-peptide reactive ells are grown to therapeutic levels and cryopxesk Prior to use, the MRTCs are expan
formulated, and attenuated (by irradiation) to emthem incompetent to replicate but viable fordpg. These attenuatedcBlls are administered subcutaneously throu
series of injections. A single draw of a 500 ml leédplood is sufficient to provide a full year'saitapeutic regime of Tovaxin.
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We have improved the manufacturing process of Tiovdased on a new process, turnaround (receiplkoafd from the patient and return Tovaxin to thdepd) is
decreased from 12 to 5 weeks and it is anticiptitatithe material and labor costs of an annualsmof therapy will be approximately $4,000. Currégrapies are priced
$16,000 to $25,000 annually. The price of newerapies with better safety and efficacy profiles anéicipated to be priced at $20,000 to $25,00Qaliy

We have also validated supply chain logistics improents that make manufacturing with a regionatreémacility economical. The viability of blood MRC<
from the time the blood is drawn from the patientéceipt at the processing facility has been &steddl at a minimum of 24 hours, which is suffidiéor anywhere in the Unite
States and, likely, Canada. Experiments are undetweetermine whether blood MRTCs viability candxtended to at least 72 hours. Stability on thelfTCV formulation fo
injection into patients has already been estahdisti&’2 hours. We are actively conducting experisiemimprove the stability profile of Tovaxin.

We have developed a supply chain agreement witblobd Biological Services (Memphis, TN) in whickdblood will manage blood collection and shipm&s
our manufacturing facility using the same infrastane that is used to collect transfusable produdts will manage direct shipment of the TCV to theestigator fo
administration to patient.

Clinical Development of Tovaxin ™

The intent of our clinical development prograntigosition Tovaxin as first-line therapy for M®&provements in efficacy combined with the inheafety of
the treatment make this goal realistic. If sucads3fovaxin would be the first product that spezfly targets the “root cause” of MS—the myelina@etctive T-cells. Compared
to other treatments available, this therapy isvigialized autologous, easier to tolerate and g places the disease into remission. If patiare treated early enough in the
disease course, this therapy may prevent progressimore serious forms of MS and possibly allomesrieversal of disease. Furthermore, Tovaxin seerbs appropriate to be
combined with existing therapies to form a therdigetocktail that could be used over the entire tificle of a patient as other treatments are addegpblaced. Remyelination
therapies should be easier to develop and implefodotving the depletion and regulation of the nigedutoreactive T-cells.

The clinical effectiveness of whole @ll vaccines has evolved from 1990 to 2005 duertmulation improvements. There are three primaygln proteins (MBF
MOG and PLP) that have been implicated in T-cethpgenesis of MS. In the early 1990’s, Dr. Zhangdusionovalent MBReactive T cell formulations to treat patients i
openifabel clinical trial, which demonstrated an exceflsafety profile and a 40% reduction in AnnualiZeelapse Rate (ARR; a primary outcome measureidensing M¢
therapies) (Table 1). Patients treated in Isra#h widivalent (MBP, MOG) formulation had an excetlsafety profile and reduced ARR by 55% (TableMgst recently, patien
treated in our Phase I/Il opéabel studies with trivalent (MBP, MOG, and PLP)rfaulations had an excellent safety profile and ceduUARR by 93% (Table 1). In the upcon
Phase IIb trial, a new formulation refinement veidl implemented that is expected to further impreffieacy.
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Table 1. Comparison of Annual Relapse Rate Reductis with T-Cell Vaccine Formulations

T-Cell Vaccine Peptide Annual Relapse Rate
Formulation Formulation Reduction (%)* Number Patients
Monovalent MBP 40 114
Divalent MBP, MOB 55 20
Trivalent MBP, MOG, PLP 93 16
Patient-Specific** Variable based on patient-specific T-cells TBD*** 150

* All three clinical trials were open-label. ** THehase llb trial will select peptide-specific myeteactive T-cells to tailor the T-cell vaccine sifieally for the individual
patient. *** TBD = to be determined. Over the pa6tyears 150 patients have been treated with Tveettine.

Tovaxin™ Phase Ilb

The Phase lIb trial, entitled “A Multicenter, Ramdized, Double-Blind, Placebo-Controlled Study ob8utaneous Tovaxin™h Subjects with Clinically Isolate
Syndrome or Relapsing Remitting Multiple Sclerosis’be initiated in the first half of 2006, wileba multi-site double-blind, randomized, place&ontrolled 150 (100 treate
50 placebo) patient trial. The patient populatioii e those patients with early stage disease efA@vaxin is likely to have its greatest impacteTdrimary endpoint will k
lesion evaluation (the total number of gadoliniemhancing lesions) via MRI with a secondary endplo@ing annual relapse rate. This trial is desigoedgorously demonstre
the safety and efficacy of Tovaxin in the fastesdst economical manner prior to initiating a pivéaase lll trial approximately the second hal26D7.

A rigorous, blinded study is now required usingigratspecific formulation(s) in subjects with early stadisease (where the therapy is likely to work Yot
specifically define safety and efficacy parameteri®r to entering a Phase Il registration studjeTTovaxin vaccine unlike other MS products in depment activate
regulatory T-cells (Tregs) that (1) induce the ééph of the myelin autoreactive T-cells (anti-igipic response of anté networks of CD4+ and CD8+ Tregs) that recog
specific MRTCs by their unique TCR CDR3 peptidag] &) induce immune responses to T-cell activatiankers (antergotypic response that recognizes the state ifagion
of T-cells irrespective of their TCR specificitygnd (3) skews the pro-inflammatory Thl phenotypeantigen-specific cells that produce IFN-gamma iaterleukin [IL]-2 anc
IL-12 to anti-inflammatory Th2 phenotype autoantiggpecific cells that produce IL-4, IL-10, IL-6 atid 12. These combined effects of TCV have the potktatiallow the bod
to repair the multiple sclerosis lesions.

Stem Cell Therapy

Stem cells are undifferentiated primary cells thavte the potential to become any tissues and omgfathe body. They hold enormous therapeutic prerfis the
development of effective treatments and possibhe aarious diseases. Hematopoietic stem cellseptés the bone marrow and precursors to all bloelts, are currently tt
only type of stem cells commonly used for therdpgctors have been transferring HSCs in bone matramsplants for more than 40 years. Advanced teglasi for collecting «
“harvesting” HSCs are now used to treat leukenyimphoma and several inherited blood disorders.

The clinical potential of stem cells has also bdemonstrated in the treatment of other human désgascluding diabetes and advanced kidney caktmrever
these new therapies have been offered only toyaleited number of patients using adult stem cells
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New clinical applications for stem cells are cuthgteing tested therapeutically for the treatmehliver diseases, coronary diseases, autoimmudenataboli
disorders (amyloidosis), chronic inflammatory dises(lupus) and other advanced cancers.

Unfortunately stem cell therapies have technidhical and legal hurdles to overcome before thdl/lvei able to be used to effect tissue and orgpairén diseas
states that heretofore have only treated the symgté significant hurdle to most uses of stem dslkhat scientists do not yet fully understandgigmals that turn specific ger
on and off to influence the differentiation of tsiem cell. Therefore, scientists will have to bkedb precisely control the differentiation of stewils into the specific cell type
be used in therapy and drug testing Current knogdeaf the signals controlling differentiation falell short of being able to mimic these conditigmecisely to consistent
have identical differentiated cells for each spediuse.

To realize the promise of novel célzsed therapies for such pervasive and debilitatisgases, scientists must be able to easily grddecibly manipulate ste
cells so that they possess the necessary chasticeerior successful differentiation, transplamatand engraftment. The following is a list of stap successful cebase:
treatments that scientists will have to learn tecpsely control to bring such treatments to theicliTo be useful for transplant purposes, sters celist be reproducibly made to:

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

Survive in the recipient after transplant

Integrate into the surrounding tissue after trazsipl

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

Avoid the problem of immune rejection

O O O0OO0OO0O0oOOo

Although there are many ways to access stem amlisautologous blood monocytierived stem cells offer distinct advantages. Thesp has been focused
embryonic stem cells because, intrinsically, thayenthe most potential but recent studies haveated that adult stem cells maybe better clinicélipbryonic stem cells ha
three major drawbacks: (1) They are very expengieccess, requiring 150 to 250 embryos to devetapcell line; (2) They are very difficult to cookrand (3) They are us
by administering them into another individual (gkmeic), thus risking rejection. Some of these thanks can be overcome if the cord blood stem egedisfrozen at birth; b
most people have not done this. Therefore, the prdgtical way to access osebwn stem cells is either through bone marrow, gpi@al cord or fat tissue. All of the
procedures require expensive, hospital treatmethtaaa fairly traumatic to the patient.

Stem cell transplants have been shown to be suatelss/estigators have conducted clinical studieslate stage heart failure patients using steirts ¢em the
patients’ bone marrow injected directly into ther@eyed parts of the heart. This procedure involheeading a catheter through an artery into theviefitricle (the hears’ mair
pumping chamber) and “mappingpecific sites of muscle damage. Stem cells wee thjected into these areas. After two monthstrieted patients had significantly less b
failure and angina and were better able to pumpdtban the untreated patients. The treated grtagptended to do better on treadmill tests, anerdftur months, the treat
patients had a sustained improvement in pumpingep@nd the ability to supply blood to the entirel{poA summary of several studies using stem cellsdat heart failure
provided in Appendix D.

Stem Cell Platform
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Our second exciting opportunity and comprehensaahriology platform involves a proprietary procesgtoduce large quantities of monocykerived stem cel
(MDSC) from blood at a relatively low cost. The iontance of these MDSC is that they can be prepload a patients monocytes, expanded ex vivo, and then admintte
the same patient. Because this is an autologouaphethere should be no rejection issues and ed fer the use of debilitating anmgjection drugs. Moreover, this mett
avoids the controversial ethical issues associatdembryonic stem cells. Lastly, since the sowt® DSC is the patiens’' own peripheral blood, it has the advantage afd
abundant, easy to obtain even on a repetitive pbasiscost effective.

Adult stem cells are unspecialized cells that hpetential to develop into many different cell typiesthe body. Adult stem cells are believed to bpotentia
autologous renewable replacement source which niightised to treat various diseases, such as hisedsd, type 1 diabetes, stroke, heart attack, ibjuries, spinal cor
injuries, Parkinson’s and Alzheimerdiseases, and many others. Adult stem cellsnaddiriical trials globally and are currently beinged therapeutically in Thailand wh
hematopoietic stem cells (HSCs) are being usetetd tardiac disease (severe angina pectorisdditian, adult stem cells are in clinical trialstime U.S. (mesenchymal st
cells), Brazil, Uruguay and Europe (bone marrowwaet stem cells).

Working either alone or in conjunction with stratepartners, we intend to utilize these MDSC frdre same patient to effect autologous tissue ormorgpair. Th
initial internal therapeutic targets are late sthgart failure and type 1 diabetes. Other therapeéatgets would be pursued through eatigge licensing or strategic allianc
This program is currently in prelinical development. The value proposition is tfirm that we can make large amounts of inexpens$inctional stem cells from eas
accessible monocytes and then leverage off thenmégebeing made globally to accelerate clinicalgri

Our technology and solution circumvents many of gheblems other stem cell technologies have bygalie to access large quantities of pluripoteble(do sel
replicate and be differentiated into all cell tygesept germ cells) stem cells from a patients bleod. The proprietary system works by first sepagathe monocytes (a type
white blood cell) from a patient’s blood. These raoytes are then reversed in their evolution ddterentiated) by applying specific growth factdosthem to yield a uniqt
MDSC. Blood is rich in monocytes and a 500 ml b&aglood will yield over 100 million stem cells.

Patiel &: Blood monocytes ate collected (3 atud (Panel B) de-differentiated to wield monocyte-
derived stem cells (MDIC (K.
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Stem Cell Pre-Clinical and Clinical Development

We plan to conduct prehinical animal studies on these MDSC in the figstarter of 2006 before filing and IND. The plantis leverage off of extensi
international research and clinical trials and diepehese cells internally for late stage heatufai and type 1 diabetes. All other potential aggiibns will be outicensed t
generate upfront cash, milestone payments, andties/a

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

Stem Cell Intellectual Property

We have an exclusive, worldwide license from théversity of Chicago, through its prime contractetationship with Argonne National Laboratory, te th
development of pluripotent stem cells from monosyselated from human peripheral blood and theidringreating diseases. The technology was diseovar the Argonne
National Laboratory, a U.S. Department of Energhdratory. Under the License Agreement with the l@rsity of Chicago, we have the rights to a tota8 glatent applicatior
(3 US, 2 PCT and 3 Foreign). We hold a licensertmipce cells that generate insulin using its ceemscell technology as well as a license for treeafssome unique growth
factors, which have overcome the challenge of défiéating an adult stem cell to produce insulimpaent application has been filed for the use BIS@ to develop beta-islet
cells for treatment of type 1 diabetes. We hawalfd patent application for the use of MDSC totthesart disease based on technology developed iynees acquiring the licen
from the University of Chicago. Under the termgha$ license, the University is entitled to 4% rityan sales.

Stem Cell Strategy

We will review possible strategic partners for steglis following the proof-ofrinciple in animal models and the submission ofNib for diabetes and cardiolog
Possible licensing would be for marketing right®@kthange for upfront money, milestone paymentgmaeat of all ongoing clinical costs in licensedriteries, and royalties ¢
sales.

Synergy between T-Cell Vaccination and Stem Celiapgeutics

Insulin dependent type 1 diabetes (T1D; insulinetefent diabetes (IDDM)) mellitus is a T celediated inflammatory autoimmune disease of thecnzas
resulting in a lack of insulin. In a person withD@jlbeta cells of Langerhans are damaged by automenmflammation, leading to an insufficiency ofufie. In T1D sever:
autoantigen-specific T cell autoreactivities haweeib identified. These include islet-specific antgelike insulin, and other nonislspecific antigens, like glutamic a
decarboxylase (GAD), carboxypeptidase H (CPH), tgynakine phosphatase (12} among others. Of all the known autoantigens icaptd in the disease process, treatment
only insulin, GAD 65, and the heat shock protein(BBP60) peptide p277 can protect nonobese diafd@D) mice from disease. Insulin and GAD 65 arsoahe mos
prominent islet autoantigens shown to be recognimegeripheral T cells from T1D patients. Theseigarts, among others, may form the basis for a Phlaromtiers TCV
therapy for T1D.
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Our TCV program has significant synergy with ouenstcell program with respect to the treatment nitydébr T1D. Because autoreactive CElls are implicated in tl
destruction of beta cells, a therapeutic strategy includes T1D TCV followed by new stem cell ded beta cell replacement could be an extraorditiesapy or cure for T1D.

Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our temlogies will be critical to the development of dumsiness. We intend to protect our proprietaryllietéua
property through patents and other appropriate s1@afe rely upon tradsecret protection for some confidential and prdprieinformation and take active measures to cé
access to that information. We currently have nseidsure agreements will all of our employees.

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

We have licenses to certain patents that relateitd cell technology and our pluripotent adulthsteell technology.

T Cell Therapy IP

We have an exclusive, worldwide license from thglBaCollege of Medicine to patent applicationsiwiang rights to the treatment of multiple sclerosising
modified T cells and to the use of the T cell teslbgy as a diagnostic. Under the Baylor licenseane obligated to pay a percentage of net salesanfugts subject to tl
licensed patents.

We also have an exclusive worldwide license forittellectual property rights and research resoiitan autologous T cell vaccine for the treatmdntheumatoi
arthritis from the Shanghai Institutes for BiolagiSciences (SIBS), Chinese Academy of SciencéiseoPeople's Republic of China. Pursuant to theSSi&nse agreement,
made an initial payment to SIBS and we are obldjatepay a percentage of net sales of productsesub) the licensed technology. SIBi8itial human clinical trial resul
indicate that the T cell vaccination induces immuesponses that correlate with clinical improversemeasured as reductions in ACR50 (American CollRgeumatolog
(ACR) criteria, which measures joint swelling ardderness and other factors such as pain and Idigadnd reductions in rheumatoid arthritis labtorg parameters

Stem Cell Therapy IP

We have an exclusive, worldwide license from theversity of Chicago to a patent application claiminghts to the development of adult pluripotemnstcell:
from monocytes isolated from adult human periphétabd. The technology was developed at the ArgoNagonal Laboratory, a U.S. Department of Energbdratonr
operated by the University of Chicago.
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Pursuant to the license we have issued a totaB®f084 shares of our common stock to the Univeit¢hicago. We have also agreed to pay the Urityeo$
Chicago $1.5 million upon the earlier of April 3006 or our raising $10 million or more in any firténg. We are also obligated to issue to the Usiteof Chicago sufficier
additional shares of common stock so that the Usityeholds a total of 2.6% of our outstanding &tadter our raising $10 million or more in any fimang. We have agreed
pay a percentage of royalties on sales of prodsudigect to the licensed patents, as well as sutdieéees. In addition, the University of Chicaglise requires us to expenc
research and development at least $2,000,000 bEfseuary 2006 and at least an additional $4,0@0H¥jore February 2008. To date the Company hast $peexcess (
$2,000,000 and has met our obligations requiretheyicense. The license also requires us to gaibduct or method based on the licensed techndigdyebruary 2011.

Research Collaborations

We anticipate that from time to time in the futwve will enter into collaborative research agreermemith other academic and research institutions.vwWMeuse
such agreements to enhance our research capabiligipically, in the industry, such agreements f@tethe industry partner with rights to license ifellectual property creat
through the collaboration. We may also enter irdthaborative research agreements with other phasotaal companies when we believe such collabaratiol support the
development and commercialization of our technology

Commercialization Through Third Part ies

We anticipate that we will grant sublicenses fortaie applications of our technologies. We beli¢vat by sublicensing some of the rights to our tetbgy tc
pharmaceutical companies and other third partiesyill be able to more efficiently develop some l&ggiions of our technologies. We currently do hate any sublicenses.

Competition

The development of therapeutic and diagnostic agimthuman disease is intensely competitive. Majoarmaceutical companies currently offer a nundf
pharmaceutical products to treat heart attackketrBarkinson'’s disease, diabetes, liver diseas#wgjtis and other diseases for which technologies may be applicable. M
pharmaceutical and biotechnology companies arestigating new drugs and therapeutic approachethésame purposes, which may achieve new efficeafjigs, extend th
therapeutic window for such products, alter thegpiasis of these diseases, or prevent their onsetbélieve that our products, when and if succelysidveloped, will compe
with these products principally on the basis of iayed and extended efficacy and safety and thedralveconomic benefit to the health care systera.e&pect competition
increase. We believe that our most significant cetitqrs will be fully integrated pharmaceutical qoamies and more established biotechnology compaBrasller companit
may also be significant competitors, particulaHyough collaborative arrangements with large phaeutical or biotechnology companies. Some of oumary competitors i
the current treatment of and in the developmentreditments for multiple sclerosis include BiogetarE Serono, Aventis, Teva, and Schering AG. Sofeun primary
competitors in the development of stem cell thezaphclude Aastrom Biosciences, Geron, Gan@igdl-Ltd, Stem Cells Inc., Cellerant Therapeutiwgcell, and Osiri
Therapeutics. Many of these competitors have saarif products in development that could be contipetivith our potential products.

Sales and Marketing

We intend to develop a sales force to market ouitiphel sclerosis cell therapy and diagnostic prddun the U.S. Given the concentration of multiptderosi
among a relatively small number of specialized okgists, we believe that a modest size sales famdd be sufficient to market the multiple sclasosroducts. Our plan is
start building the sales force with the launchhaf multiple sclerosis diagnostic products.
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We expect to partner with large biotech and phasutical companies for the marketing and sales ostam cell therapy products.
Description of Property

Our principal executive offices are located at 28B%rescent Ridge Drive, The Woodlands, Texas,anmdelephone number is (281) 29231. This 10,200 sq.
facility is located on 3 acres. This location pes space for research and development laboratarigsecialized flow cytometry and microscopy labpport of clinical trial
with GMP manufacturing suites; quality systems nggemaent with a quality control laboratory, regulataffairs offices, quality assurance space; as agtidministrative supp
space. There is 2500 sq. ft. of space in the faglill available for future buildbut. The facility including the property is leasked a term of ten years with two options for
additional five years each at the then prevailiraghat rate. We believe that our lease is at a ctitiygeor market rate.

Government Regulation

Our research and development activities and thedunanufacturing and marketing of our potentialducts are, and will be, subject to regulationdafety an
efficacy by a number of governmental authoritiethie United States and other countries.

In the United States, pharmaceuticals, biologieald medical devices are subject to Food and Drugiiidtration or FDA, regulation. The Federal Fobdyg anc
Cosmetic Act, as amended, and the Public Healthi@eAct, as amended, the regulations promulgatedetinder, and other Federal and state statutesegnthtions gover
among other things, the testing, manufacture, pa#éficacy, labeling, storage, export, record kegpapproval, marketing, advertising and promotidrour potential product
Product development and approval within this regulaframework takes a number of years and invobigsificant uncertainty combined with the expeuadit of substanti
resources.

FDA Approval

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

1. Preclinical Laboratory and Animal TestsPreclinical tests include laboratory evaluatidrihee product and animal studies in specific disem®dels t
assess the potential safety and efficacy of thdymand our formulation as well as the quality aodsistency of the manufacturing process.

2. Submission to the FDA of an Application for an btigational New Drug Exemption, or IND, Which MBsticome Effective Before U.S. Human Clir
Trials May CommenceThe results of the preclinical tests are submhittethe FDA as part of an IND, and the IND becomiésctive 30 days following its receipt by the FDefs
long as there are no questions, requests for aelapjections from the FDA.

3. Adequate and Well-Controlled Human Clinical Triats Establish the Safety and Efficacy of the ProduCtinical trials involve the evaluation of 1
product in healthy volunteers or, as may be the eéth our potential products, in a small numbepafients under the supervision of a qualified digs. Clinical trials ar
conducted in accordance with protocols that détailobjectives of the study, the parameters todsel to monitor safety and the efficacy criteridbéoevaluated. Any prodt
administered in a U.S. clinical trial must be mamtdéired in accordance with clinical good manufantupractices, or GMP, determined by FDA. Each qeot is submitted 1
the FDA as part of the IND.
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The protocol for each clinical study must be apprbby an independent Institutional Review BoardiRB, at the institution at which the study is canted an
the informed consent of all participants must b&ated. The IRB will consider, among other thindp existing information on the product, ethicaltéas, the safety of hum
subjects, the potential benefits of the therapytaedhossible liability of the institution.

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

D In Phase |, products are typically introduced ih&althy human subjects or into selected patientiadipns to test for adverse reactions, dosageaote
absorption and distribution, metabolism, excre@iod clinical pharmacology.

D Phase Il involves studies in a limited patient dapan to (i) determine the efficacy of the proddot specific targeted indications and populatiofii§
determine optimal dosage and dosage toleranceiigridgntify possible adverse effects
and safety risks. When a dose is chosen and ad=atediroduct is found to be effective and to havaceceptable safety profile in Phase Il evaluati®tss
11l trials begin.

D Phase Il trials are undertaken to conclusively destrate clinical efficacy and to test further safety within an expanded patient population, galheal
multiple study sites.

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

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

2. FDA Approval of the Application(S) Prior to Any Conercial Sale or Shipment of the Drug Biologic PradManufacturing Establishments Located in Ce
States Also May be Subject to Separate RegulatodyLicensing Requirement. The testing and apprpuatess will require substantial time, effort anggense. The time f
approval is affected by a number of factors, intigdrelative risks and benefits demonstrated inicdil trials, the availability of alternative trea¢nts and the severity of 1
disease. Additional animal studies or clinicalltrimay be requested during the FDA review peridaictv might add to that time.

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

FDA Manufacturing Requiremer

Among the conditions for product licensure is teguirement that the prospective manufactsreuality control and manufacturing procedures eonfto the
FDA'’s current good manufacturing practices, or GMPuiregqnent. Even after product licensure approva, tfanufacturer must comply with GMP on a continudagis, an
what constitutes GMP may change as the state afrthef manufacturing changes. Domestic manufangufacilities are subject to regular FDA inspectidar GMP complianc
which are normally held at least every two yeamelgn manufacturing facilities are subject to pdit FDA inspections or inspections by the foreiggulatory authorities wi
reciprocal inspection agreements with the FDA. Dsticenanufacturing facilities may also be subjeditspection by foreign authorities.
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Fast Track, Priority Review and Accelerated Appilc

Fast Track refers to a process for interacting i FDA during drug development. Priority Reviepples to the time frame the FDA targets for revieyve
completed application. Accelerated Approval (SubpBrapplies to the design and content of the studsed to support a marketing claim.

Fast Track is a formal mechanism to interact with the FDA gsapproaches that are available to all applicantsnarketing claims. The Fact Track mechanis
described in the Food and Drug Administration Maidlgation Act of 1997. The benefits of Fast Tracklinle scheduled meetings to seek FDA input intcetigament plans, tt
option of submitting a New Drug Application (NDA) isections rather than all components simultangpasid the option of requesting evaluation of stadising surrogs
endpoints as discussed below. The Fast Track dasignis intended for the combination of a prodaictl a claim that addresses an unmet medical neéds ldependent
Priority Review and Accelerated Approval. An apafit may use any or all of the components of FaatK without the formal designation. Fast Track gestion does n
necessarily lead to a Priority Review or Accelatag@proval.

Priority Review is a designation for an application after it haerbeubmitted to the FDA for review for approvaleomarketing claim. Under the Food and C
Administration Modernization Act of 1997, reviews New Drug Applications, or NDAs, are designateceéther Standard or Priority. A Standard desigmasiets the target di
for completing all aspects of a review and the Ralking an action on the application (approve orapjrove) at 10 months after the date it was fike@riority designation se
the target date for the FDA action at 6 months.ridiy designation is intended for those produbest address unmet medical needs.

Accelerated Approval or Subpart H Approval is a program described in the NDA regulations ihahtended to make promising products for lifeetitenini
diseases available on the market on the basisetifipnary evidence prior to formal demonstratiorpatient benefit. The studies are designed to measud the FDA evaluatit
is performed on the basis of a surrogate markengasurement intended to substitute for the climoahdsurement of interest, usually prolongationuofisal) that is considert
likely to predict patient benefit. The approval tthe granted may be considered a provisional amdresth a written commitment to complete clinicalidies that formall
demonstrate patient benefit. The Federal Registelighed a discussion of Accelerated Approval witimments. Absent a formal demonstration of patiemtefit, a risk bene:
assessment cannot be made. Accelerated Approvghdésn does not necessarily lead to a Priorityi®e.

Proposed FDA Regulatior

The FDA is requiring human cell, tissue, and cellind tissudased product (HCT/P) establishments to follow enirigood tissue practice, which governs
methods used in, and the facilities and controé&ldsr, the manufacture of HCT/Ps; recordkeepimgt e establishment of a quality program. The agés also issuing ne
regulations pertaining to labeling, reporting, iesfions, and enforcement that will apply to mantufeers of those HCT/Ps regulated solely under thtbaaity of the Publi
Health Service Act, and not as drugs, devices,aaridblogical products.
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As part of this approach, the FDA has publishedlfiules for registration of establishments thagage in the recovery, screening, testing, procgssitorage ¢
distribution of human cells, tissues, and cellalad tissuésased products, and for the listing of such pragluEhese products specifically include stem célig are progenito
of blood cells; however, the FDA makes no explstatement regarding the inclusion of other typestein cells. In addition, the FDA has publishedppsed rules for makit
suitability determinations for donors of cells atissue and for current good tissue practice for ufesturers using them. We cannot now determinefuliesffects of thit
regulatory initiative, including precisely how itay affect the clarity of regulatory obligations atié extent of regulatory burdens associated withigotent adult stem ce
research (for stem cells that give rise to variigsie types, including blood), and the manufacaum@ marketing of adult stem cell products.

Other Regulations

In addition to safety regulations enforced by tHi®AFwe are also subject to regulations under theupational Safety and Health Act, the Environmemtatectiol
Act, the Toxic Substances Control Act and othespnt and potential future foreign, Federal, stattlacal regulations.

Outside the United States, we will be subject gutations that govern the import of drug productstf the United States or other manufacturing sates foreigi
regulatory requirements governing human clinicalgrand marketing approval for our products. Téquirements governing the conduct of clinical sjgiroduct licensin
pricing and reimbursements vary widely from courttiycountry. In particular, the European Unionesising its regulatory approach to high tech prasluand representativ
from the United States, Japan and the EuropeannUam® in the process of harmonizing and making maitrm the regulations for the registration ofpimaceutical produc
in these three markets.

Employees

As of December 31, 2005, we had 18 full time empks; We believe that our relations with our empésyare good. None of our employees is representedulior
or covered by a collective bargaining agreement.

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

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

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

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

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

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

David B. McWilliams was appointed President and Director in August 260dm December 2004 until August 2004, Mr. McWiflis was a private investor. Fr
June 2003 to December 2003, Mr. McWilliams servedPeesident and CEO of Bacterial Barcodes, Inmokecular diagnostics company. From May 2002 tceJ2@03, Mr
McWilliams served as CEO of Signase, Inc., a catteerapy company. Mr. McWilliams served as CEO p€ysive Pharmaceuticals Inc., a cardiovasculaaffertics compat
from June 1992 to March 2002. Prior to June 1992, MEWilliams served as CEO of Zonagen Inc., a hnmeproductive products company. Prior to that tiMe McWilliams
was a senior executive with Abbott Laboratories andanagement consultant with McKinsey & Co. Heaexnity serves as a director of Novelos Therapeutics and Fairwa
Medical Systems, Inc. He also serves on the baarthe Texas Healthcare and Bioscience Institutetha Houston Technology Center. He received an NtBffhance from th
University of Chicago, and a B.A. in chemistry, Bta Kappa, from Washington and Jefferson College.

Jim C. Williams has served as our Chief Operating Officer sincedxdser 2004. Dr. Williams served as Vice PresiddrClmical and Regulatory Affairs and
Chief Operating Officer for Opexa Pharmaceutichis, from February 2004 to November 2004. From Asid2003 to February 2004 he was Senior Vice PrasitRegulator
Affairs and Operations for OSIRIS Therapeutics, land from November 2002 to August 2003 Dr. Whllwas Vice President US Regulatory Affairs for Bevject Vaccine
From September 2001 to November 2002 Dr. Williasryed as Assistant Vice President, Worldwide ReaguaAffairs for Wyeth BioPharma. Prior to this Diilliams serve:
as Executive Director Regulatory Affairs for AvenfPasteur from November 1994 to September 2001Whliams retired in 1994 as Captain from the URSiblic Healtl
Service with over twenty years of service in appliesearch and humarse product development which included assignmeittsthe FDA, Center for Biologics Evaluation ¢
Research as a Director Scientist in the DivisionVaccine and Related Product Applications; the U$ny Medical Research Institute of Infectious Dismass Chie
Intracellular Pathogens branch and the Nationalties of Health, National Institutes of Allergpa Infectious Diseases; and at the U.S. Naval Mgdesearch Institute a
research microbiologist.

C. William Rouse has served as our Chief Financial Officer since @94. Prior to May 2004, Mr. Rouse was Managinge€tor of Rouse Associates from A
1999 until May 2004. From January 1995 to April 298 was Chief Marketing Officer for Futorian Iremd from December 1990 to January 1995 he was ai@ivGener:
Manager for Masco Corporation. Prior to 1990 Mr.uB® was President of BEI, Inc. Mr. Rouse has laersg startups and turnarounds and founded seseiaessft
companies.
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Donna R. Rill has served as our Vice President of Operations dimvember 2004. Ms. Rill has nearly 30 years démsive clinical and research labora
experience in cell and gene therapy research anitall application, immunological techniques andessment, microbiology, diagnostic virology, expemtal design, ar
method development and implementation. She hasrisgein the areas of laboratory development anéraimons, FDA GMP and regulatory compliance, qu
control/assurance system development, and cliSitaidards of Practice. From April 2003 to Noven@04 she was the Director of Quality Systems amddds Developme
at Opexa Pharmaceuticals, Inc. From November 189ptil 2003 she was the Director of TranslatioRaisearch for the Center for Cell & Gene TherapBatlor College ¢
Medicine. She has worked to design, and qualify GB#N & Gene Therapy Laboratories, GMP Vector Paidn facilities, and Translational Research Labsta Jud
Childrents Research Hospital, Texas Childsedbspital, and Baylor College of Medicine. Ms.|Ri&s held the positions of Laboratory DirectorG¥ll and Gene Theray
Translational Research Center for Cell and Geneaflye Baylor College of Medicine; Associate Scistitiab Manager of the Bone Marrow Transplant Resehaboratory, ar
the GMP Cell & Gene Therapy Laboratories, St. J@d#drens Research Hospital; Clinical Infectious Diseasédratory Manager, Education Coordinator and Clit
Instructor, Department of Clinical Laboratory, LaBeur Children’s Medical Center and University efnfiessee Center for the Health Sciences..

Sandy L. Livney has served as our Vice President of Administratiod Controller since November 2004. Ms. Livney basr 25 years of experience working
private and public enterprises in various accognénd marketing roles. She became certified asréfi€é Public Accountant by the State of Texad881. Prior to Novemb
2004, Ms. Livney worked for Systems Management &mig, Inc. as its Controller beginning in June 2@Md served as Secretary, Treasurer and ChiehéialeOfficer unti
joining PharmaFrontiers. From January 2001 untiyN03, Ms. Livney worked for Pei-Valve, Inc., a privately owned enterprise, in aiegr of capacities including Vi
President of Business Development, Interim Cordgradind Personal Assistant to the owner. From Jgri289 to 2001, Ms. Livhey worked for T. Warren éstments, Inc.,
privately owned enterprise, in a variety of funo8dncluding Controller, Business Manager and ReksAssistant to the Owner.

Anthony N. Kamin has served as a Director since December, 2004.e Sific Kamin currently serves as President of twonpanies. Eastwood Investm
Management is a private equity multi-strategy andltirasset class manager. Interim Medical Managementiqes a range of management services primarilyhi
biotechnology and medical device fields. From 1892003, Kamin was a venture partner with Venturat8gy Partners. He is a émunder of Nobex Corporation (oral prot
and peptide delivery) and Hi Fidelity Entertainmehte is also currently Chairman of the Board of &dvs for Devlab, a center for technology comméization a
Northwestern University. He also serves on boaodsliinois Technology Enterprise Center (ITEC)Qhicago, Real American Restaurants, B2P.com, ardCdve School fc
children with learning disabilities. Kamin receivadvlasters Degree from Yale University in Interoaél Relations with a concentration in Internatidrewv.

Paul M. Frison has served as a Director of the Company since Nbeen2004. Mr. Frison has been President and CEfbeoHouston Technology Center si
January 1999. Before helping to found the Houstenhfiology Center in 1999, Frison spent 24 yeaBrasident and/or CEO building three public compsni¢Y SElistec
LifeMark, NASDAQ-listed ComputerCraft, and LifeCellorp. (LIFC: NASDAQNM). Mr. Frison currently serves on the Board ofdgitors of the Houston Technology Cer
Micromed Technologies, Inc., The Institute of Reskaand Rehabilitation, The Entrepreneurship lastit The Houston Entrepreneurs Foundation, Texasm@loof AEA,
Texchange, and the Advisory Council of the Univigref Houston - College of Technology. He receiwigiB.A. from Occidental College in Los Angeles|iania.

-32-




Terry H. Wesner has served as a Director since August 2005. Mr.néfeis a biostatistician and a graduate of The &hsity of Memphis with degrees in biolo
mathematics, and statistics. His first positioreafjraduate school was an appointment to the facdilHarvard School of Medicine as Director of Resh for the Nation:
Diabetes Association. While a faculty member atidedt School of Medicine, Mr. Wesner researchedagiestal diabetics. Since then he has been a Pmfe§éMathematics ar
Statistics, published a successful series of 3@gellevel mathematics textbooks with McGriill-Publishers, and for the last five years hasrbthe CEO and owner of Bern
J. Klein Publishing and GetMath Educational Sofevavlr. Wesner brings a unique perspective to thar8@s one of the founding investors in Opexa Phaenticals, ot
wholly owned subsidiary; his son has been undegytimatment with our Tell based treatment for Multiple Sclerosis. Mr. 8iler also has been elected to the National Cc
of The Text and Academic Authors Association, lesnpany has formed a partnership with World Visiorbting free educational materials to needy schiwoisughout th
United States, served as Chair of his communitgilsrpng commission, founded and is now Vi€kair of his community's building authority, sena@s The Advisory Board fi
The Ann Arbor Academy a school for children witlareing disabilities, and volunteers for variousestbommunity and civic organizations.

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

Audit Committee The audit committee selects, on behalf of ourrtbazf directors, an independent public accountimm fto be engaged to audit our finan
statements, discuss with the independent auditais independence, review and discuss the auditeshdial statements with the independent auditos management a
recommend to our board of directors whether theteddinancials should be included in our AnnuapB#s to be filed with the Securities and Excha@Ggenmission. The Auc
Committee operates pursuant to a written charteichwas adopted February 3, 2005. The current reesrdif the audit committee are Messrs. BoverouxVdedner.

All of the current members of the Audit Committe®e aon-employee directors who: (1) meet the cetéor independence set forth in Rule 186)(1) under th
Securities Exchange Act of 1934, as amended (tlkeH&nge Act”); 2) have not participated in the preparation of fmancial statements or the financial statement®péxa
and (3) are able to read and understand fundanmfémaalcial statements, including a balance sheegrme statement and cash flow statement. The baardietermined that N
Boveroux qualifies as an “Audit Committee Finandtapert” as defined by item 401(e) of RegulatioB $f the Exchange Act.

Compensation Committeerhe compensation committee reviews and eithercaeg, on behalf of our board of directors, or reo@ends to the board of directors
approval (1) the annual salaries and other compiensaf our executive officers and (2) individuabek and stock option grants. The compensation ctteenalso provide
assistance and recommendations with respect t¢@upensation policies and practices and assists twé administration of our compensation plans. Tenbers of ot
Compensation Committee are independent directodefised in the applicable rules and regulatiorsyprigated by the SEC, and are neither an officeengployee of us or o
subsidiary. The Compensation Committee operatesupuat to a written charter, which was adopted Audds 2004. The current members of the compensatommittee ar
Messrs. Wesner and Frison.

Nominating and Corporate Governance Committ&&e nominating and corporate governance comméssests our board of directors in fulfilling issponsibilitie
by: identifying and approving individuals qualifiéd serve as members of our board of directorgcialy director nominees for our annual meetingshafreholders, evaluati
the performance of our board of directors, and igeg and recommending to our board of directangporate governance guidelines and oversight vagipect to corpore
governance and ethical conduct. Messrs. Wesner,irKanmd Frison are the current members of the Notimgaand Corporate Governance Committee, all of whave bee
found by the Board of Directors to be an “indepemdirector”’pursuant to the applicable rules and regulationsnpigated by the SEC. This committee operates patsio
written charter adopted on February 3, 2005.

-33-




Compensation Committee Interlocks And Insider Rgudition . Our Compensation Committee is comprised of Medatssner and Frison. None of the comm
members has ever been an employee of PharmaFm@iep. None of our executive officers serve aseber of the board of directors or compensationrittae of any entit
that has any executive officer serving as a merabeur Board of Directors or Compensation Committee

Compensation of Directors

Mr. Boveroux is compensated $3,000 per month an@086quarterly plus $2,000 for each regular Boaektimg attended in person and $1,000 for each ae
meeting attended by teleconference. Mr. Boverouadsse compensated $1,000 for each Audit Committeetimg he attends. Mr. Kamin is compensated $3p@@0month an
$2,500 quarterly plus $1,000 for each regular Boaegting attended in person and $500 for each aeguéeting attended by teleconference. Mr. Kamialse compensat
$500 for each Nominating Committee meeting he deMessrs. Wesner and Frison are compensated0gi&dterly plus $1,000 for each regular Board mgedttended i
person and $500 for each regular meeting attenglggleconference. Mr. Wesner is compensated $50@doh committee meeting he attends and Mr. Fris@mompensate
$1,000 for each Compensation Committee meetingtbads and $500 for each Nominating Committee mgdte attends. Mr. McWilliams who is a director amdofficer doe
not receive any compensation for his services asember of our board of directors. We reimburse divectors for travel and lodging expenses in cotinacwith theil
attendance at board and committee meetings.

EXECUTIVE COMPENSATION
Summary Compensation Table

The following tables set forth certain informaticegarding our CEO and each of our most higtdyapensated officers whose total annual salarybemdis for th
fiscal years ending December 31, 2005, 2004 an8 286eeded $100,000.

Long Term Compensation

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

David B. McWilliams (1) 200% 250,00( - 50,00( -
2004 83,00( - 370,000 () -

2002 - - - -

C. William Rouse (3) 200t 180,00( - 50,00( -
2004 77,50( - 100,000 () -

2002 - - - -

Warren Lau (4) 200t - - - -
2004 98,00( - - -

2002 - - - -
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Jason Otteson (5) 200= -

@
@)
®
)
©)

200 42,00(
200¢ 102,00(

Served as chief executive officer since August 2004

See “Executive Employment Contracts” for a disoussif the option.
Served as chief financial officer since May 2004.

Served as chief executive officer from June 200dubh August 2004.
Served as chief executive officer until June 2004.

Option Grants in Last Fiscal Year

(Individual Grants)

24,00(

Number of % of Total Options
Name Securities Options Granted to Fiscal Exercise/Base Price Expiration
Granted Year ($/Share) Date
David B. McWilliams 50,000 2% 3.00 01/21/2010
C. William Rouse 50,000 2% 3.00 01/21/2010
Warren Lau - - - -
Jason Otteson - - - -
Options Exercises and Fiscal 2005 Year End Values
Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money Options
Options at December 31 2005 at December 31 2005 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
o) B il 243,33 176,660  $ -0- (1) $ -0-(1)
C. William Rouse 1 (1)
133,33¢ 16,661 -0-( ) -0-

Warren Lau

Jason Otteson - -

@
@

The value of “in-the-moneystock options represents the difference betweerf®@0 exercise price of such options and the rfarket value of $0.60 per share
common stock as of December 31, 2005, the closiicg pf the common stock reported on the OTC BullBbard for December 30, 2005.
The value of “in-the-money” stock options represehe difference between the $3.00 exercise pfi&8 333 options and the fair market value of $(&6share of
common stock as of December 31, 2005, the closiicg pf the common stock reported on the OTC BullBbard for December 30, 2005.

No options were exercised during the fiscal yealeeinDecember 31, 2005. No stock appreciation riglete outstanding at the end of the 2005 fiscat.yea

Executive Employment Contracts

January 2005, Mr. McWilliams was granted an optmpurchase 50,000 shares of our common stoclpatchase price of $3.00 per share.

Mr. David B. McWilliams has an existing employmegreement with us that he entered into effectivgusti 23, 2004. Mr. McWilliamsturrent agreement for t
position of chief executive officer is at an annsalary of $250,000 and may be terminated by udroMcWilliams at any time for any or no reason..NifcWilliams has th
right to purchase 370,000 shares of our commorkstbe price per share of $3.00, of which 10,00freh vest on the 1st day of each month of Mr. MEgvils’ employment. |
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C. William Rouse entered into an employment agrepmexpiring April 2006, providing for an annualag of $180,000. Mr. Rouse has the right to puseh200,00
shares of our common stock at a price per sha#.00. This option will vest in three parts: 33,388April 29, 2005, 33,333 on April 29, 2006 andafly 33,334 on April 2¢

2007. Any unexercised options will expire on Af2d, 2009. In January 2005, Mr. Rouse was grantezp&ion to purchase 50,000 shares of common stbakparchase price
$3.00 per share.

Mr. Jim C. Williams has an existing employment agnent with us that he entered into effective Noventh 2004. Mr. Williamsturrent agreement for the posit
of chief operating officer is at an annual salaf$®15,000 and may be terminated by us or Mr. \Afifis at any time for any or no reason. In NovemB&42vr. Williams wa
granted a five year option to purchase 125,000eshair common stock at a purchase price of $3.08 e with such option vesting on the one yeaivansary of the grant de
over a period of three years. In December 2005 Williams was granted a 10 year option to purcHeZ®000 shares of our common stock at a purchase @i $0.70 per sha
with such option vesting on the one year annivgrsthe grant date over a period of four years.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth the number of shaxesur common stock beneficially owned as of DebenB1, 2005 by:
« those persons or groups known to beneficially ovamenthan 5% of our common stock;
« each of our executive officers and directors; and

« all of our directors and executive officers as augr.

For purposes of this table, beneficial ownershipatermined in accordance with Rule 1Bgromulgated under the Securities Exchange Adt984. Except ¢
indicated below, the security holders listed possede voting and investment power with respethi¢oshares beneficially owned by that person.

Number of Percentage of
Name and Address of Beneficial Owner(1) Shares Owned Class(2)

George Jarkesy, Jr. (3) 1,897,88 9.10%
Top Tier Investments (4) 1,228,83 5.96%
Terry Wesner (5) 458,88: 2.20%
David B. McWilliams (6) 387,97: 1.85%
C. William Rouse ((7) 311,50 1.50%
Anthony N. Kamin (8) 170,00( *

Jim C. Williams (9) 108,37t *
Sandy Livney (10) 63,33 *
Paul M. Frison (11) 38,33: *
Brooks Boveroux (12) 16,66 *
Donna R. Rill (13) 23,615 *

All directors and executive officers as a grouppgsons including the executive officers and doestistec

above) 1,383,36! 6.44%

* Less than 1%.
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@)
©)

4

®)

(6)

@)

®)

©)

(10

(11

(12)

(13)

Unless otherwise indicated the address of the @akdwner is: c/o PharmaFrontiers Corp., 263%kescent Ridge Drive, The Woodlands, Texas 77
Ownership percentages are based on 20,619,545dbfasemmon stock issued and outstanding as ofibeee31, 200E

Includes 635,387 shares held by the Jarkesy Foionddtc. Mr. Jarkesy’s spouse holds voting anghaisstive power with respect to these shares. (Jrésk for
Mr. Jarkesy and Jarkesy Foundation is 18205 BudkHaoad, Tomball, TX 7737

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

Includes 33,332 shares of common stock that Mr.n&esay purchase upon exercise of stock optiortsatfeacurrently vested or will become vested witb@
days of March 15, 2006. Includes 181,977 sharepofmon stock that Mr. Wesner may purchase uporciseeof warrants that are currently exercisable lzeic
by Mr. Wesner and his wife Mary Ann Wesn

Includes 243,333 shares of common stock that MMWllams may purchase upon exercise of stock optithrat are currently vested or will become vestétim
60 days of March 15, 2006. Includes 78,383 sharesrmamon stock that Mr. McWilliams may purchase mgxercise of warrants that are currently exerdes:

Includes 133,333 shares of common stock that MusRanay purchase upon exercise of stock optiortsatieacurrently vested or will become vested witb@
days of March 15, 2006. Includes 13,753 shareswingon stock that Mr. Rouse may purchase upon eseecdiwarrants that are currently exercisa

Includes 65,000 shares of common stock that Mr. ikamay purchase upon exercise of stock optionsateturrently vested or will become vested witsiinday:
of March 15, 2006

Includes 41,667 shares of common stock that Drlidktis purchase upon exercise of stock optionsataturrently vested or will become vested witHindays o
March 15, 2006. Includes 30,991 shares of commaekghat Dr. Williams may purchase upon exerciseafrants that are currently exercisal

Includes 10,000 shares owned by Mrs. Livisegusband, David. Includes 13,333 shares of comstmerk that Mrs. Livney may purchase upon exercfsst@ck
options that are currently vested or will becomsteé within 60 days of March 15, 2006. Include)@8,shares of common stock that Mrs. Livney mayhas:
upon exercise of warrants that are currently egafie. Includes 15,000 shares of common stockMhsitLivney’s husband, David, may purchase upon exerc
warrants that are currently exercisal

Includes 38,333 shares of common stock that Medfrimay purchase upon exercise of stock optioniatieacurrently vested or will become vested witbinday
of March 15, 2006

Includes 16,667 shares of common stock that Mr.eBawx may purchase upon exercise of stock optieaisare currently vested or will become vested iwiitC
days of March 15, 2001

Includes 20,000 shares of common stock that Misniiy purchase upon exercise of stock optionsahaturrently vested or will become vested wiindays
of March 15, 2006
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SELLING STOCKHOLDERS

No stockholder may offer or sell shares of our canmtock under this prospectus unless such stod&hblas notified us of his or her intention to sblares of ot
common stock and this prospectus has been dea#fietive by the SEC, and remains effective attitme such selling stockholder offers or sells ssbhres. We are requirec
amend this prospectus to reflect material developgsm our business, financial position and resoftsperations. Each time we file an amendmenhi® prospectus with tl
SEC, it must first be declared effective priorhe bffer or sale of shares of our common stockhleyselling stockholders.

The common stock covered by this prospectus igtoftered for the account of the selling stockhmdda the following table. The selling stockholdenay from time
to time sell all, some or none of the shares of mom stock offered by this prospectus.

The following table, which we have prepared basednformation provided to us by the applicable isglistockholder, sets forth the name, the numbeshafes ¢
common stock beneficially owned by the selling ktalders intending to sell our common stock andrthmber of shares of common stock to be offeredessnset forth belo
none of the selling stockholders selling in conimectvith the prospectus has held any position ficefwith, been employed by, or otherwise has hatagerial relationship wi
us or any of our affiliates during the three yganier to the date of the prospectus.

Number and % of

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

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

682501 Alberta Ltd. 3. 41,66¢ 41,66¢ -0- *
AFDSMSSAS, L.P. 4. 35,00( 35,00( -0- *
Albert and Margaret Alkek Foundation 5. 416,66¢ 416,66¢ -0- *
Alkek & Williams Ventures 6. 341,66¢ 341,66¢ 0- *
Alpine Atlantic Asset Management AG 7. 868,86: 868,86: -0- *
Anastasios & Tabitha Belesis 8. 1,861 1,861 -0- *
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Number and %

of

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

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

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

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

Anthony M. Sensoli, IRA Charles Schwab & Co., IGastodian 12. 31,245 31,245 -0-

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

Armand LaSorsa 14. 16E 16E -0-

Arthur J. & Phyllis C. Goodwin 2001 Family Trust 2d 4-26-01 i3, 20,82« 20,82« -0-

Ball Family Trust dtd 03/08/96

Richard K. Ball & Polly Ball

Co-TTEEs 16. 31 31 -0-

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

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

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

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

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

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

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

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

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

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

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
Cameron Living Trust Ltd 8/31/95 27. 20,73t 20,73t -0-
Capital Growth Planning 28. 46 46 -0-
Carmelo Troccoli 29. 35C 35C -0-
Centrum Bank AG 30. 206,66" 206,66" -0-
Charles L. Bradley 31. 83,33t 83,33t -0-
Cimarron Biomedical Equity Master Fund, L.P. 32. 416,66¢ 416,66¢ -0-
Citigroup Global Markets Custodian FBO Mary Ann \Wes
2004 Roth IRA 33. 9,28¢ 9,28¢ -0-
Citigroup Global Markets Custodian FBO Mary Ann \Wes
2005 Roth IRA 34. 5,06 5,064 -0-
Citigroup Global Markets Custodian FBO Terry Wes2€04 Roth IRA 35. 7,224 7,224 -0-
Citigroup Global Markets Custodian FBO Terry Wesr2805 Roth IRA 36. 9,28¢ 9,28¢ -0-
CKW LLC 37. 41,66¢ 41,66¢ -0-
Clariden Investments LTD 38. 107,78! 107,78! -0-
Clemente Capital Management, LLC 39. 3,73: 3,73: -0-
Crestview Capital Master, LLC 40. 1,250,001 1,250,00t -0-
Crutchfield Family 1976 Trust 41. 103,40: 103,40: -0-
Dale W. Spradling 42, 345,50: 215,50: 130,00(
Daniel L. Zimmerman 43. 51,924 51,924 -0-
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Number and %

of

Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)
David B. McWilliams 44, 387,97 142,63¢ 245,33
David Carl Lustig, Il 45, 33,33t 33,33t -0-
David Livney 46. 25,00( 25,00( -0-
David P. Haswell 47. 21,18( 21,18( -0-
David R. & Alice M. Evers 48. 154 154 -0-
Davis Investments V LP 49. 1,532,08! 1,474,311 57,77:
Delaware Charter Guaranty & Trust foo Andre GU&A | 50. 16,851 16,851 -0-
Delaware Charter Guaranty & Trust fbo Gisele GUR®A 51. 25,27 25,27 -0-
Delaware Charter Guaranty & Trust fbo Ronald BrapgwWRA 52. 21,25¢ 21,25¢ -0-
Dietrich & Rosemarie Riemer 53. 50,00( 50,00( -0-
DLD Family Investments, LLC 54, 333,33! 333,33! -0-
Donald G. Stewart 55. 202,11 202,11 -0-
Donald J. Zinda 56. 31 31 -0-
Donald M. Ureel Trust dtd 09/24/97; Donald M. UreETEE 57. 24C 24C -0-
Donald Zinman 58. 20¢€ 20€ -0-
Douglas Alan Jenkin 59. 83,05( 83,05( -0-
Douglas J. Cook & Christine Cook 60. 31 31 -0-
Douglas Miller 61. 6,54¢ 6,54¢ -0-
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Number and % of

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

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

E55 LP 63. 41,66¢ 41,66¢ -0-

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

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

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

Enable Growth Partners LP 67. 1,322,261 1,322,26( -0-

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

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

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

TTEES 70. 41,66¢ 41,66¢ -0-

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

First Trust Corporation TTEE FBO: Mary A. Kalcic 72. 27,38 27,38 -0-

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

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

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

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

Geoffrey Kopecky 77. 55€ 55€ -0-

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

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

of

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

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

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

Gerald W. Brown 81. 31 31 -0-

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

Kloberdanz 82. 171 171 -0-

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

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

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

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

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

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

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

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

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

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

Jack M. Franks Revocable Trust dtd 06/25/91; Jackidnks, TTEE) 93. 102 103 -0-

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

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

James G. Geistfeld Living Trust 96. 20,76% 20,76% -0-
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Number of Number of Outstanding
Shares of Shares of Shares of
Common Common Common Stock
Stock Stock Owned After
Footnote Beneficially Offered Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering
Number % (2)

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

Jaye S. Venuti, D.D.S. Retirement Plan Trust; Jay€enuti & Michael

Yokoyama, TTEES 98. 137 137 -0-

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

Jerry Sexton 100 3,94¢ 3,94¢ -0-

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

Jimmy C. Williams 102 108,37t 54,65: 53,724

John C. Bult, TTEE 103 31 31 -0-

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

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

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

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

Jonathan Rich 108 333 333 -0-

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

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

Joyce E. Burris 111 21,221 21,221 -0-

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

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

of

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

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

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

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

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

Larry R. Cramer 118 33¢ 33¢ -0-

Lawrence S. Yunker 119 12,371 12,371 -0-

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

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

Liparus, LLC 122 20,74: 20,742 -0-

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

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

Lorie Cook 125 2,61¢ 2,61¢ -0-

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

Lynn Rach 127 80 80 -0-

Marcus F. Wray 128 41,66¢ 41,66¢ -0-

Mark A. Stewart 129 244,42: 191,257 53,167

Mark S. Boland 130 83,754 83,754 -0-
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Number and % of

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

Mark Stutzman 131 5,354 5,354 -0-

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

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

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

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

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

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

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

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

Nancy A. Korpi 140 20€ 20€ -0-

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

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

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

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

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

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

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

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

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

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

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

Patrick Linbeck 151 78,607 28,60 50,00(

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

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

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

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

Peter Bischofberger 156 46 46 -0-

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

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

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

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

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

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

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

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

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

dated 7/22/85 165 15 15 -0-

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

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

Rudy Aguirre and

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

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

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

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

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

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

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

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

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

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

Scott Shapiro 178 8,78k 8,78k -0-

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

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

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

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

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

Stahl Family Revocable Living Trust dated 8-23-01 184 21,174 21,174 -0-

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

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

Sterling Trust Co fbo Carol A. Wynn 187 41,237 41,23 -0-

Sterling Trust Company, Custodian fbo Harold E.8fsen 188 38,42! 38,42! -0-

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

Stone & Sutton, P.A. P/S Trust Pam Sutton, Trustee 190 20,721 20,721 -0-

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

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

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

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

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

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

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

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

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

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

Thomas S. Brower 201 15 15 -0-

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

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

Number of Number of Outstanding

Shares of Shares of Shares of

Common Common Common Stock

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

Timothy L. Brawner 204 20,76% 20,76% -0- *
Todd R. Allen 205 62,51% 62,51% -0- *
Tom Tice 206. 2,61¢ 2,61¢ -0- *
Trappe & Dusseault P.A. Profit Sharing Plan Trig#2351454; Owen S.
Trappe & Brian Dusseault, TTEES 207 171 171 -0- *
Trevor J. Brown, Inc. DB Pension Plan, Trevor JowBn &/or Annette
Kowalaski, TTEES 208 154 154 -0- *
University of Chicago 550,39° 550,39° -0- *
vFinance Managed by Jonathan C. Rich 209 8,59 8,59 -0- *
Walter Miller 210 6,81¢ 6,81¢ -0- *
Walter W. Pollack, Jr. 211 250,00( 250,00( -0- *
Yellowstone Equity Partners, Ltd. 212 162,50( 162,50( -0- *
FOOTNOTES:

1. Beneficial ownership is determined in accordancth whe rules of the Securities and Exchange Comiamisand generally includes voting or investment powith
respect to securities. Shares of common stock sutgjeptions or warrants currently exercisablexarcisable within 60 days of March 16, 2005 arenged outstandir
for computing the percentage of the person holdingh option or warrant but are not deemed outstanfdir computing the percentage of any other person

2. Percentage is based on 20,967,035 shares of comstocnoutstanding.

3. Includes 25,001 shares of common stock underlyiagamts

4. Includes 21,000 shares of common stock underlyiagrants. Saleh M Shenaq exercises voting and disgogpower over all of the shares beneficially @ainby
AFDSMSSAS.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

. Includes 250,001 shares of common stock underlyiagants. Albert & Margaret Alkek Foundation is dvpte investment fund. Scott Seaman exerciseaga(

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

. Includes 205,001 shares of common stock underlyiagants. Alkek & Williams Ventures is a privatevéstment fund. Scott Seaman exercises voting aspbsitive

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

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

dispositive power over all of the shares benefligialvned Alpine, a Zurich based private investnmfend.

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

Company’s June/July 2005 funding.

. Includes 51,000 shares of common stock underlyiagamts.

Includes 26,428 shares of common stock underlyiagamts.

Includes 90,458 shares of common stock underlyiagamts.

Includes 16,048 shares of common stock underlyiagamts. Anthony M. Sensoli exercises voting argpakitive power over all of the shares beneficiallyned b
Anthony M. Sensoli, IRA Charles Schwab & Co., IGustodian.

Includes 51,704 shares of common stock underlyiagamts.

Includes 165 shares of common stock underlying avest

Includes 10,695 shares of common stock underlyiagamts. Arthur J. Goodwin exercises voting anghakitive power over all of the shares beneficiallyned b
Arthur J. & Phyllis C. Goodwin 2001 Family Trust 2d 4-26-01.

Includes 31 shares of common stock underlying vaésta

Includes 100,001shares of common stock underlyiagamts.

Includes 10,653 shares of common stock underlyiagamts.

Includes 21,742 shares of common stock underlyiagamts.

Includes 50,001 shares of common stock underlyiagamts.

Includes 27,877 shares of common stock underlyiagamts.

Includes 20,001 shares of common stock underlyingamts. Brewer and Pritchard, PC is a professioogdoration. Thomas Pritchard exercises voting @gisgositive
power over all of the shares beneficially ownedBogwer and Pritchard PC.

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

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

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

Includes 10,641 shares of common stock underlyiagamts. Mr. George R. Cameron exercises votingdispbsitive power over all of the shares bendficiawned by
Cameron Living Trust.

Includes 46 shares of common stock underlying vadsta

Includes 350 shares of common stock underlying avass: Carmelo Troccoli is a financial consultard asquired these securities for a result of the gamg’s June/Jul
2005 funding.

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

Includes 50,001shares of common stock underlyingamés.

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

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

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

Includes 3,704 shares of common stock underlyingamés. Terry Wesner exercises voting and disp@sipiower over all of the shares beneficially owtgdTerry
Wesner, 2004 Roth IRA.

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

Includes 25,001 shares of common stock underlyiagamts. CKW LLC is a private investment fund. hvyiKowalick exercises voting and dispositive poweer al
of the shares beneficially owned by CKW LLC.

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

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

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

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

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

Includes 111,301 shares of common stock underlyiagants.

Includes 26,654 shares of common stock underlyiagamts.

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

Includes 20,001 shares of common stock underlyiagamts.

Includes 15,000 shares of common stock underlyiagamts.

Includes 10,908 shares of common stock underlyiagamts.

Includes 154 shares of common stock underlying avest

Includes 794,590 shares of common stock underlyiagants. Davis Investments V, LP is a private gtmeent fund. Christopher Davis exercises voting @sgositive
power over all of the shares beneficially ownedayvis Investments V, LP.

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

Includes 13,006 shares of common stock underlyiagamts. Gisele Guay exercises voting and dispesjibwer over all of the shares beneficially owhgdGisel¢
Guay, IRA.

Includes 10,953 shares of common stock underlyiagramts. Ronald Brangwyn exercises voting and dispe power over all of the shares beneficiallynad by
Ronald Brangwyn, IRA.

Includes 30,000 shares of common stock underlyiagamts.

Includes 200,001 shares of common stock underlyingants. Laura Liang exercises voting and dispasipower over all of the shares beneficially owrgdDLD
Family Investments, LLC.

Includes 107,768 shares of common stock underlyiagants.

Includes 31 shares of common stock underlying vdsta

Includes 240 shares of common stock underlying avest

Includes 206 shares of common stock underlying avest

Includes 42,630 shares of common stock underlyiagamts.

Includes 31 shares of common stock underlying vadsta

Includes 6,548 shares of common stock underlyingamés.
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62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

Includes 21,332 shares of common stock underlyiagamts.

Includes 25,001 shares of common stock underlyiagamts. Fanny Chan exercises voting and dispegitbwer over all of the shares beneficially owngdB5LP.

Includes 10,616 shares of common stock underlyiagamts.

Includes 30,000 shares of common stock underlyiagamts.

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

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

Includes 90,000 shares of common stock underlyiagramts. Enable Opportunity Partners LP is a peivatestment fund. Brendan KR&il exercises voting ai
dispositive power over all of the shares benefigialvned by Enable Opportunity Partners LP.

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

Includes 25,001 shares of common stock underlyingamts. Robert D. Ervin & Rita Y. Ervin CBFEES exercise voting and dispositive power ovepfthe share
beneficially owned by Ervin Living Trust Dated 726/

Includes 5,117 shares of common stock underlyingamés. Lynn C. Kalcic exercises voting and dispesipower over all of the shares beneficially odr®y Firs
Trust Corporation TTEE FBO: Lynn C. Kalcic.

Includes 14,066 shares of common stock underlyingamts. Mary A. Kalcic exercises voting and disfis power over all of the shares beneficially @dnby Firs
Trust Corporation TTEE FBO: Mary A. Kalcic.

Includes 44,537 shares of common stock underlyiagamts.

Includes 62,244 shares of common stock underlyiagamts.

Includes 12,145 shares of common stock underlyiagamts.

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

Includes 556 shares of common stock underlying avest

Includes 22,268 shares of common stock underlyiagamts.

Includes 4,950 shares of common stock underlyingamés.

Includes 31 shares of common stock underlying vésta
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81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

Includes 31 shares of common stock underlying isra
Includes 171 shares of common stock underlying avest

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

Includes 109,863 shares of common stock underlyiagants.

Includes 33,521 shares of common stock underlyingants. Harold E. Tellefsen exercises voting aisgasitive power over all of the shares benefigialvned b
Harold E. Tellefsen Trust.

Includes 45,000 shares of common stock underlyiagamts.

Includes 38,530 shares of common stock underlyiagamts. Mary Ann Sharrow exercises voting and atigjve power over all of the shares beneficialyned b
HRBFA Custodian of the IRA FBO Mary Ann Sharrow.

Includes 36,389 shares of common stock underlyiagramts. Paul G. Sharrow exercises voting and dispe power over all of the shares beneficiallynad by
HRBFA Custodian of the IRA FBO Paul G. Sharrow.

Includes 46,192 shares of common stock underlyiagamts.

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

Includes 31 shares of common stock underlying vésta

Includes 50,001 shares of common stock underlyiagamts.

Includes 103 shares of common stock underlying avest

Includes 21,301 shares of common stock underlyiagamts.

Includes 55,281 shares of common stock underlyiagamts.

Includes 10,658 shares of common stock underlyiagramts. James G. Geistfeld exercises voting asploditive power over all of the shares beneficiallyned b
James G. Geistfeld Living Trust.

Includes 239,632 shares of common stock underlyiagants. George Jarkesy Jr. exercises voting &pbsitive power over all of the shares benefigiaiivned b
Jarkesy Foundation.

Includes 137 shares of common stock underlying avest

Includes 361,432 shares of common stock underhyiagants.

Includes 3,949 shares of common stock underlyingamas.

Includes 150,000 shares of common stock underlyiagants.
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102.

103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

113.

114.

115.

116.

117.

118.

119.

120.

121.

122.

123.

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

Includes 31 shares of common stock underlying vaésta

Includes 343 shares of common stock underlying avest

Includes 106,123 shares of common stock underlyiagants.

Includes 1,867 shares of common stock underlyingamés. John Parmigiani is a financial consultartt acquired these securities for a result of then@my's June/Jul
2005 funding.

Includes 55,832 shares of common stock underlyiagamts.

Includes 333 shares of common stock underlying avdst Jonathan Rich is a financial consultant antpliaed these securities for a result of the Commdune/Jul
2005 funding.

Includes 91,806 shares of common stock underlyiagamts.

Includes 10,900 shares of common stock underlyiagamts.

Includes 10,933 shares of common stock underlyiagamts.

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

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

Includes 62 shares of common stock underlying vndsta

Includes 15 shares of common stock underlying vdsta

Includes 80,651 shares of common stock underlyiagamts.

Includes 100,001 shares of common stock underlyiagants. Thomas Elden exercises voting and digpespower over all of the shares beneficially odrgy
Lakeview Direct Investments, LP.

Includes 339 shares of common stock underlying avest

Includes 6,343 shares of common stock underlyingamés.

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

Includes 26,664 shares of common stock underlyiagamts.

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

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

125.

126.

127.

128.

129.

130.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142.

143.

144.

145.

146.

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

Includes 2,619 shares of common stock underlyingamas.

Includes 27,260 shares of common stock underlyiagamts.

Includes 80 shares of common stock underlying isra

Includes 25,001 shares of common stock underlyiagamts.

Includes 105,754 shares of common stock underlyiagants.

Includes 46,653 shares of common stock underlyiagamts.

Includes 5,354 shares of common stock underlyingamés.

Includes 31 shares of common stock underlying vnésta

Includes 30,000 shares of common stock underlyiagamts.

Includes 53,041shares of common stock underlyingamés.

Includes 10,637 shares of common stock underlyiagamts.

Includes 10,785 shares of common stock underlyiagamts.

Includes 35,000 shares of common stock underlyiagramts. Millard B. Ryland exercises voting andpdistive power over all of the shares beneficialyned b
Millard B. Ryland IRA.

Includes 15,000 shares of common stock underlyiagamts.

Includes 850 shares of common stock underlying avast Monarch Capital Group, LLC is an investmémh fthat acquired these securities for underwritagjvities
Anthony Marchese has the power to vote and dispbB&armaFrontiers Common Stock owned by Monarghit&laGroup, LLC.

Includes 206 shares of common stock underlying avest

Includes 21,142 shares of common stock underlyiagamts.

Includes 15 shares of common stock underlying vésta

Includes 53,308 shares of common stock underlyingants. Richard E. Crawford exercises voting ais@asitive power over all of the shares benefigialivned b
NFS LLC/FMTC FBO Richard E. Crawfor

Includes 35,971 shares of common stock underlyiagamts.

Includes 25,001 shares of common stock underlyiagamts. Norman R. Morris exercises voting and aigive power over all of the shares beneficialyned by
Norman R. Morris Living Trust

Includes 171 shares of common stock underlying avest

_57-




147.

148.

149.

150.

151.

152.

153.

154.

155.

156.

157.

158.

159.

160.

161.

162.

163.

164.

165.

Includes 26,582 shares of common stock underlyiagamts.

Includes 250,500 shares of common stock underlyiagants. Panacea Fund, LLC is a private investrherd. Charles Polsky exercises voting and dispasjiowe
over all of the shares beneficially owned by Paadeend, LLC.

Includes 106,288 shares of common stock underlyiagants.

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

Includes 28,607 shares of common stock underlyilmagramts. Patrick Linbeck is a financial consultand acquired these securities for a result of tben@anys
June/July 2005 funding.

Includes 10,658 shares of common stock underlyiagamts.

Includes 52,877 shares of common stock underlyingramts. Paul Masters exercises voting and digpesitower over all of the shares beneficially owrsdPau
Masters IRA.

Includes 42,285 shares of common stock underlyiagamts. Kinnary Patel exercises voting and digpespower over all of the shares beneficially odrry Kinnary
Patel Rollover IRA.

Includes 42,285 shares of common stock underlyiaganmts. Kinnary Patel exercises voting and digpespower over all of the shares beneficially odrry Kinnary
Patel Roth IRA.

Includes 46 shares of common stock underlying vndsta

Includes 250,001shares of common stock underlyiagramts. Pinnacle Trust Co., LTA is a private inwent fund that acquired these securities for umdéng
activities. Andrew Linbeck has the power to votd dispose of PharmaFrontiers Common Stock owndelityacle Trust Co., LTA.

Includes 171 shares of common stock underlying avest

Includes 212,575 shares of common stock underlyiagants. Provident Premier Master Fund, Ltd. migate investment fund. Steven Winters exercisging anc
dispositive power over all of the shares benefigialvned by Provident Premier Master Fund, Ltd.

Includes 171 shares of common stock underlying avest

Includes 105,000 shares of common stock underlyiagants. Renaissance Interests, L.P. is a prinagstment fund. Bradley C. Karp exercises voting dispositiv:
power over all of the shares beneficially owned3@naissance Interests, L.P.

Includes 106,616 shares of common stock underlyiagants.

Includes 26,716 shares of common stock underlyiagamts.

Includes 106,123 shares of common stock underlyiagants.

Includes 15 shares of common stock underlying isra
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166.

167.

168.

169.

170.

171.

172.

173.

174.

175.

176.

177.

178.

179.

180.

181.

182.

183.

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

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

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

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

Includes 30,000 shares of common stock underlyiagamts.

Includes 304,968 shares of common stock underlyiagants. Sanders Morris Harris is an investment fhat acquired these securities for underwritiogvities. Bel
Morris has the power to vote and dispose of Pharordgiers Common Stock owned by Sanders Morris Harri

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

Includes 189,212 shares of common stock underlyiagants. Markus Keller exercises voting and digpas power over all of the shares beneficially @enby
Schroder & Co Bank AG

Includes 60,000 shares of common stock underlyiagamts.

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

Includes 52,466 shares of common stock underlyiagamts.

Includes 300,000 shares of common stock underlyiagants. SIBEX Capital Fund, Inc. is a privatedstment fund. Oleg S. Krasnoshchek exercises vatint
dispositive power over all of the shares benefigialvned by SIBEX Capital Fund, Inc.

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

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

185.

186.

187.

188.

189.

190.

191.

192.

193.

194.

195.

196.

197.

198.

199.

200.

201.

202.

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

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

Includes 2,711 shares of common stock underlyingamas.

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

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

Includes 30,000 shares of common stock underlyiagamts.

Includes 10,633 shares of common stock underlyingants. Pam Sutton exercises voting and dispesjiower over all of the shares beneficially owngdPbA. P/<
Trust Pam Sutton Trustee.

Includes 46 shares of common stock underlying vadsta

Includes 31 shares of common stock underlying isra

Includes 50,001 shares of common stock underlyiagamts.

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

Includes 111,219 shares of common stock underlywagants, 16,666 options that are vested with arvatse price of $3.00, 6,666 options that are vestith ar
exercise price of $1.14 and 10,000 options thavested with an exercise price of $1.15.

Includes 54,932 shares of common stock underlyiagamts.

Includes 31 shares of common stock underlying isra

Includes 309 shares of common stock underlying avest

Includes 62 shares of common stock underlying vaésta

Includes 199 shares of common stock underlying avest

Includes 15 shares of common stock underlying isra

Includes 3,500 shares of common stock underlyingamés. Thomas Suppanz is a financial consultadt asguired these securities for a result of the gamw’s
June/July 2005 funding.
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203. Includes 4,630 shares of common stock underlyingamés.
204. Includes 10,658 shares of common stock underlyiagamts.
205. Includes 35,708 shares of common stock underlyiagamts.
206. Includes 2,619 shares of common stock underlyingamés.
207. Includes 171 shares of common stock underlying avest
208. Includes 154 shares of common stock underlying avest

209. Includes 8,592 shares of common stock underlyingamés. VFinance is an investment firm that acquiteese securities for underwriting activities. ditvon C. Ric
has the power to vote and dispose of PharmaFrerfiemmon Stock owned by vFinance.

210. Includes 6,814 shares of common stock underlyingamés.
211. Includes 150,000 shares of common stock underhyiagants.

212. Includes 97,500 shares of common stock underlyiagamts. Yellowstone Equity Partners, Ltd. is aate investment fund. Brenda Lee exercises vothtydispositivi
power over all of the shares beneficially ownedviglowstone Equity Partners, Ltd.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
There are no related party transactions.
DESCRIPTION OF SECURITIES
Our Capitalization
Common Stock

We are authorized to issue 100,000,000 sharesrofrum stock, par value $0.05 per share. As of M&&h2006, there were 20,967,035 shares of commamk
issued and outstanding. Each share of common &aaititled to one vote per share for the electibdirectors and on all other matters submitted tmte of stockholders. The
are no cumulative voting rights. Common stockhadddo not have preemptive rights or other rightsubscribe for additional shares, and the commocks®not subject 1
conversion or redemption. In the event of liquidatithe holders of common stock will share equiallany balance of corporate assets available firidution to them. Subje
to the rights of holders of the any other secwsiebsequently issued, holders of the common seelentitled to receive dividends when and as detlay our Board (
Directors out of funds legally available. We hawa paid any dividends since its inception and hasmention to pay any dividends in the foreseedbtare. Any futur
dividends would be subject to the discretion of Baard of Directors and would depend on, amongratiegs, our future earnings, the operating andricial condition, ot
capital requirements, and general business conditio
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Preferred Stocl

We are authorized to issue 10,000,000 shares dérpeed stock, no par value per share. As of Decendfie 2005, no shares of preferred stock are issun
outstanding. Our Board of Directors can, withouprawal of our stockholders, issue one or more safepreferred stock. If we offer preferred stookr Board of Directors wi
determine the number of shares and the rightsemetes and limitations of each series. Thesesiigieferences and limitations may include spediéisignations, number
shares, liquidation value, dividend rights, liquida and redemption rights, voting rights, otheghts, including conversion or exchange rights,nj,aand any other speci
terms.

Promissory Note

During the six months ended February 14, 2005, ssadd 15% Convertible Exchangeable Notes with @meggte principal amount of $6.1 million. On Jurte
2005, all of the 15% Convertible Exchangeable Nated associated rights to warrants were exchargetbfmmon stock and Series A Warrants, Series Braits and Series
Warrants. None of the notes or rights to warraatsain outstanding.

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we issiye to our officers, directors, employees andsohants incentive stock options, non-
qualified stock options and shares of restrictextist The plan provides for us to issue up to 2,000,shares of its common stock pursuant to awanderuthe plan. Tt
maximum number of shares in the Plan was increts8¢000,000 by shareholder vote at our annual imgét June 2005. As of December 31, 2005, we hdstanding option
granted pursuant to the plan, to purchase 2,316&B8fes of common stock. The plan is designed atifqunder the Internal Revenue Code as an incersiock option plan.

Series A Warrants, Series B Warrants and Series C ¥frants . As of December 31, 2005 we have issued and oulistg (i) Series A Warrants to purchase
aggregate of 10,411,400 of our common sharesSéi)es B Warrants to purchase an aggregate of £864f our common shares, and (iii) Series C Wasréo purchase
aggregate of 8,329,108 of our common shares.

(i) The Series A Warrant expired on February 10&0

(i) The Series B Warrant is exercisable at anyetiamd has an exercise price of $2.90 per sharexpices on the later of (i) October 17, 2006 or 1i2
months after the registration statement for theale-of the warrant shares becomes effective; ifssee common stock or common stock equivalents forice les
than $1.50, the exercise price will be revised2®8 and the number of shares subject to the wesheall increase proportionately.

(iii) The Series C Warrant is exercisable at ametiand has an exercise price of $4.00 per sharexpices June 17, 2010; if prior to the third amnsan
of the closing of the offering we issue common ktoccommon stock equivalents for a price less k50, the exercise price will be revised to $306d the numb:
of shares subject to the warrant shall increaspgstimnately; if prior to the third anniversary thife closing of the offering we issue common stock@mmon stoc
equivalents for a price less than the then curesetcise price but more than $1.50, the exercigze will be revised to equal the weighted averageepof the
outstanding shares and the newly issued sharefteif the third anniversary of the closing of thfeong we issue common stock or common stock eajaivs for .
price less than the then current exercise price.ettercise price will be revised to equal the wiidhaverage price of the outstanding shares andehdy issue
shares; whenever any such adjustments are matle &xercise price, the number of shares subjebet&eries C Warrant shall increase proportionapetyvided, th
exercise price will not be reduced below $3.00 amylincrease in the number of shares shall be ptiopately limited.
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All of the warrants are exercisable immediately anel only exercisable by “accredited investaas’defined in Regulation D under the Securities &
1933.

Placement Agent Warrants. In connection with the 15% Convertible Exchandeadiote offering and the common stock offeringssel June 17, 2005 we hi
issued to the placement agent and other brokeiage in those offerings warrants to purchase aneggge of 460,847 shares of common stock at arciseeprice of $1.5!
These warrants are exercisable immediately andewlire June 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of @gie obligates us, subsequent to the later of Afjl2006 or a financin
raising $10 million or more, to issue sufficiendétbnal shares to the University of Chicago sd thholds 2.6% of our common stock.

Restrictions on Sales By Certain Existing Sharehokts

A total of 3,941,248 shares of our common stocld Bt Warren C. Lau, George Jarkesy, Jr., R. Waynitesehe, Robert H. Gow, David M. Klausmeyer, Bi
Mackler and David R. Strawn are subject to a lopkagreement that precluded any sales prior to 4u@805 and, thereafter, limits sales of up t@ggregate of 492,656 she
of our common stock per 90-day period. This legkwill terminate if the last sales price of ounmoon stock is at or above $10.00 per share font®©20 consecutive days,
upon a "change of control" transaction.

A total of 891,820 shares of our common stock lldseorge Jarkesy, Jr. and Brewer & Prichard, Br€ subject to another loalp agreement effective May 2C
that limits sales of up to an aggregate of 74,31#®es of our common stock per 90-day period. Téik-Up agreement restriction will terminate if the laates price of the o
common stock is at or above $10.00 per share faut®f 20 consecutive days, or upon a "changenfrol" transaction.

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

PLAN OF DISTRIBUTION

We are registering shares of our common stock dralbef the selling stockholders. As used in thiegpectus, “selling stockholdersicludes donees, transfere
pledgees and other successors in interest (otler parchasers pursuant to this prospectus) sedlieges received from a named selling stockholdier défie date of th
prospectus. We will pay for all costs, expenses fa@$ in connection with the registration of tharsls. The selling stockholders will pay for alllisgl discounts ar
commissions, if any. The selling stockholders migrand sell their shares from time to time in @menore of the following types of transactionsc(iding block transactions):

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

o through put and call transactions,

« through short sales, and

« a combination of such methods of sale.

The selling stockholders may sell their sharese¥ailing market prices or at privately negotiapeites. The selling stockholders may use brokesalets or agents
sell their shares. The persons acting as agentsretayve compensation in the form of commissiomscalints or concessions. This compensation mayakit lyy the sellin
stockholders or the purchasers of the shares forwguch persons may act as agent, or to whom tlagyseil as a principal, or both.

The selling stockholders may enter into hedginggaations with broker-dealers or other financiatitations. In connection with these transactidirekerdealers ¢
other financial institutions may engage in shokesaf the shares in the course of hedging positibay assume with selling stockholders. The sgeBtockholders may also er
into options or other transactions with broker-@eslor other financial institutions which requihe tdelivery to these brokeiealers or other financial institutions of shaxekich
such brokedealer or other financial institution may reselfsuant to this prospectus (as amended or suppleshémteflect such transaction). The selling stodttérs may als
engage in short sales of shares and, in thosenzestathis prospectus may be delivered in connegtith the short sales and the shares offered uhieprospectus may be u:
to cover the short sales.

The selling stockholders and any agents or brdeaters that participate with the selling stockkeeoddin the offer and sale of the shares may be edem b
“underwriters”within the meaning of Section 2(11) of the SecesitAct of 1933. Any commissions they receive angl @nofit they realize on the resale of the shangsher
may be deemed to be underwriting discounts and desioms under the Securities Act of 1933. Neitherner any selling stockholder can presently esgéntla¢ amount of su
compensation. Because a selling stockholder malebmed to be an “underwritewithin the meaning of the Securities Act of 1938 &elling stockholders will be subject to
prospectus delivery requirements of the Securities of 1933, which may include delivery through tfeeilities of the applicable exchange or automajedtation syste
pursuant to Rule 153 under the Securities Act d319The selling stockholders may agree to indemaify agent, dealer or brokdealer that participates in transacti
involving shares against certain liabilities, irgilog liabilities arising under the Securities At1933.

The selling stockholders and any other persongpatiing in a distribution of the securities cowklgy this prospectus will be subject to applicaievisions of th
Securities Exchange Act of 1934 and the rules agdlations under the Securities Exchange Act o#18&luding Regulation M, which may limit the ting of purchases a
sales of any of the securities by the selling stotdters and any other such person. FurthermoresruRegulation M, any person engaged in the digiobwf the securities mi
not simultaneously engage in markesking activities with respect to the particulacwggties being distributed for certain periods ptio the commencement of or during s
distribution. Regulation M’s prohibition on purclkasmay include purchases to cover short positigrthd selling stockholders, and a selling stockbokifailure to cover a shc
position at a lendes'request and subsequent purchases by the lentter apen market of shares to cover such shortipesj may be deemed to constitute an inducemelnmy
shares, which is prohibited by Regulation M. AlltbE above may affect the marketability of the siies and the ability of any person or entity togage in marketraking
activities with respect to the securities.
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We are not aware of whether the selling stockhsldewve entered into any agreements, understandiagangements with any brokdealers regarding the sale
their shares, nor as we aware that there is anrwritler or coordinating broker acting in connectigith the proposed sale of shares by the selliagis$tolders.

Selling stockholders also may resell all or a portdf the shares in open market transactions iame upon Rule 144 under the Securities Act of31@8ovided the
meet the criteria and conform to the requiremehthat rule.

Following notification by a selling stockholder thehas entered into any material arrangement withokerdealer for the sale of shares through a block trsplecis
offering, exchange distribution or secondary disttion or a purchase by a broker or dealer, a smpht to this prospectus will be filed, if requirgdirsuant to Rule 424(
under the Securities Act, disclosing:

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

« the number of shares involved;

« the initial price at which these shares were sold;

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

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

In addition, following notification by a sellingatkholder that a donee, pledgee, transferee or stleeessor-innterest of such selling stockholder intends td reelre
than 500 shares, we will file a supplement to phisspectus.

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

The consolidated financial statements for the ywated December 31, 2005 and for the period fronualgn22, 2003 (date of inception) to December 3=
included in this prospectus have been audited bipiMe& Bailey PC, independent registered publicoacting firm, as stated in their report appeariegein.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statenvemtfile with the Securities and Exchange Commissibhis prospectus does not contain all of therinfior
contained in the registration statement and alhef exhibits and schedules thereto. For furthesrmétion about PharmaFrontiers Corp., please seedmplete registratic
statement. Summaries of agreements or other dodsnmetthis prospectus are not necessarily compRigase refer to the exhibits to the registratimtesnent for comple
copies of such documents.
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We file annual, quarterly and special reports, grstatements and other information with the Seimsriand Exchange Commission under the Securitiesdhge Ac
of 1934. You may read and copy the registratiotestant, including exhibits and schedules filed witttat the SEG public reference facilities in Room 1024, JudigiBlaza
450 Fifth Street, N.W., Washington, D.C. 20549. Yoay obtain information on the operation of the lmubeference room in Washington, D.C. by callitng tSecurities ar
Exchange Commission at 1-800-SEC-0330.

We file information electronically with the Secuigg and Exchange Commission. Our Securities anchdige Commission filings also are available frore
Securities and Exchange Commissifiternet site at http://www.sec.gov, which comsaieports, proxy and information statements ahdrahformation regarding issuers t
file electronically.
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Consolidated Statements of Expenses for the yetdDecember 31, 2005 and the period from Janugrg@3 (Inception) through December 31, 2004 and

2005

Consolidated Statement of Changes in Stockholdgusty=from January 22, 2003 (Inception) through &aber 31, 2005

Consolidated Statements of Cash Flows for the gpded December 31, 2005 and the period from Jard2arg003 (Inception) through December 31, 2004 and
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors
PharmaFrontiers Corp.

(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balgineet of PharmaFrontiers Corp., (“Pharma”) (eeld@ment stage company), as of December 31, 200%he related
consolidated statements of expenses, changesckhsiders’ equity and cash flows for the two yeamsled December 31, 2005 and the period from Jar@2arg003 (Inception)
through December 31, 2005. These consolidated dinbstatements are the responsibility of Pharmasagement. Our responsibility is to express aniopion these
consolidated financial statements based on outaudi

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@tdited States). Those standards require that eue ghd perform the
audits to obtain reasonable assurance about whibtaeonsolidated financial statements are frematerial misstatements. An audit includes examinimga test basis, evidence
supporting the amounts and disclosures in the diolased financial statements. An audit also inchidesessing the accounting principles used andisag estimates made by
management, as well as evaluating the overall dimfated financial statement presentation. We belighat our audits provide a reasonable basis foopinion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all mate@spects, the consolidated financial positiofPb&rma as of December 31,
2005 and the consolidated results of its operatimmubsits cash flows for the periods described imf@onity with accounting principles generally actegpin the United States of
America.

The accompanying consolidated financial statemiesne been prepared assuming that Pharma will agn8is a going concern. As discussed in Note 2etedhsolidated
financial statements, Pharma has suffered reculosges from operations, which raises substantiabtlabout its ability to continue as a going conc&anagement’s plans
regarding those matters are described in Note @.cbhsolidated financial statements do not increadjustments that might result from the outcoifrthis uncertainty.

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

February 7, 2006
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ASSETS
Current assets
Cash

Prepaid expenses
Total current assets

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

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

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable

Accrued expenses

Note payable

Total current liabilities

Commitments and contingencies

Stockholders’ equity

Convertible preferred stock, no par value, 10,000 8hares authorized, none issued and outstanding

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

Additional paid in capital
Deficit accumulated during the development stage
Total stockholders’ equity

Total liabilities and stockholders’ equity

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

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

F-1

2,560,661/
182,52
2,743,191
26,130,44

479,99¢
388,21(

29,741,83

689,46°
240,30¢
1,500,001

2,429,77!

1,030,97
50,441,94
(24,160,86)

27,312,06
29,741,83




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

Operating loss
Interest income
Other income
Interest expense

NET LOSS

Basic and diluted loss per share

Weighted average shares outstanding

PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF EXPENSES
Years ended December 31, 2005 and 2004 and the
Period from January 22, 2003 (Inception) to Decan3tie 2005

Inception
through
2005 2004 2005

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

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

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

81,93( 5,992 87,92

28,174 2,37¢ 30,55:¢
(7,323,85) (868,92() (8,237,97)
$ (19,414,19) $ (4,620,66) $ (24,160,86)

$ (129 $ (0.7%) N/A

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

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

Shares repurchased and cancelled
Discount relating to:

- beneficial conversion feature

- warrants attached to debt

Net loss

Balances at December 31, 2003
Shares issued for:

- cash

- services

- license

- reverse merger with Sportan

- acquisition of Opexa

- additional shares attached to
convertible debt

- conversion of convertible notes
Shares cancelled

Discount relating to:

- beneficial conversion feature

- warrants attached to debt
Option Expense

Net loss

Balances at December 31, 2004
Shares issued for:

- cash

- convertible debt

- debt

- license

- services

Offering costs relating to

- equity financing

Discount relating to:

- beneficial conversion feature
- warrants attached to debt
Option expense

Warrant expense

Net loss

Balances at December 31, 2005

PHARMAFRONTIERS CORP.
(A Development Stage Company)

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDEREQUITY
January 22, 2003 (Inception) through December 8252

Additional
Common Stock Paid in Accumulated

Shares Par Capital Deficit Total
5,250,000 $ 262,500 $ (261,500 $ -3 1,00
(1,706,25I) (85,319 84,98¢ - (325)
- - 28,18( - 28,18(
- - 28,18( - 28,18(
— — — (126,007) (126,007
3,543,75! 177,18° (120,15 (126,009 (68,96¢)
22,50( 1,12¢ 7,87t - 9,00(¢
2,065,001 103,25( 745,75( - 849,00(
242,68t 12,13t 414,94( - 427,07¢
997,39¢ 49,87( (197,607 - (147,73))
2,500,001 125,00( 23,625,00 - 23,750,00
161,00( 8,05( 280,31¢ - 288,36t
607,50: 30,37¢ 217,99! - 248,37(
(80,000 (4,000 4,00( - -
- - 855,84¢ - 855,84¢
- - 1,848,50: - 1,848,50:
- - 123,33¢ - 123,33¢
— — — (4,620,66) (4,620,66/)
10,059,83 502,99: 27,805,80 (4,746,66) 23,562,13
3,894,50! 194,72t 5,647,04. - 5,841,76!
6,110,26: 305,51 7,343,93: - 7,649,441
23,00( 1,15C 159,85( - 161,00(
291,93! 14,597 1,853,78 - 1,868,38:
240,00( 12,00( 1,000,40! - 1,012,401
_ - (495,557 = (495,557
- - 831,94 - 831,94
- - 1,433,10:i - 1,433,10:i
- - 2,487,74. - 2,487,74.
- - 2,373,88i - 2,373,88:i
= = = (19,414,19) (19,414,19)
20,619,54 $ 1,030,97 $ 50,441,994 $  (24,160,86) $ 27,312,06

See accompanying summary of accounting policies
and notes to consolidated financial statements
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PHARMAFRONTIERS CORP.
(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31, 2005 and the Period frommadg 22, 2003
(Inception) through December 31, 2004 and 2005

Inception
2005 2004 through 2005
Cash flows from operating activities
Net loss $ (19,414,19) $ (4,620,66) $ (24,160,86)
Adjustments to reconcile net loss to net cash used
operating activities:
Stock issued for services 1,012,401 849,00( 1,861,401
Additional stock issued under debt conversion 109,07( - 109,07(
Amortization of discount on notes payable due
to warrants and beneficial conversion
feature 5,516,63: 753,81: 6,313,20!
Amortization of intangible assets 1,637,12! 251,76 1,888,89I
Depreciation 98,08( 13,05¢ 111,13¢
Debt financing costs 365,91( - 365,91(
Option and warrant expense 4,861,62! 123,33 4,984,96:
Loss on disposition of fixed assets 22,81( 457,12 479,93:
Changes in:
Accounts payable 26,36( 58,67( 85,16%
Prepaid expenses (88,18%) (38,95() (127,134
Accrued expenses 23,65t 23,82 54,98!
Other assets (388,21() = (388,21()
Net cash used in operating activit (6,216,91) (2,129,03I) (8,421,55)
Cash flows from investing activities
Purchase of licenses - (232,74)) (232,74
Purchase of property & equipment (258,909 (173,009 (431,90
Net cash used in investing activiti (258,909 (405,746 (664,649
Cash flows from financing activities
Common stock sold for cash, net of offering costs 5,346,21 9,00 5,356,21°
Common stock repurchased and canceled - - (325
Proceeds from debt 2,896,88! 3,382,701 6,354,59:
Repayments on notes payable (58,612 (5,000 (63,614
Net cash provided by financing activiti 8,184,48! 3,386,701 11,646,86
Net change in cas 1,708,67- 851,92: 2,560,66!
Cash at beginning of year 851,99: 68 -
Cash at end of year $ 2,560,66/ $ 851,99: $ 2,560,661/

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

(A Development Stage Company)
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
Year ended December 31, 2004 and the Period frommadg 22, 2003

(Inception) through December 31, 2003 and 2004

Inception
2005 2004 through 2005

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Opexa $ - 23,750,00! 23,750,00!
Issuance of common stock to Sportan shareholders - 147,73¢ 147,73¢
Issuance of common stock for University of Chicdigense 1,868,38: 427,07t 2,295,45!
Issuance of common stock for accrued interest 525,511 - 525,511
Conversion of notes payable to common stock 6,159,61! 248,37( 6,407,98I
Conversion of accrued liabilities to common stock 17,17¢ - 17,17¢
Conversion of accounts payable to note payable - 93,36¢ 93,36¢
Discount on convertible notes relating to:

- warrants 1,433,10: 1,848,50: 3,309,791

- beneficial conversion feature 831,94 855,84 1,715,97.

- stock attached to notes 999,07- 288,36t 1,287,441

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

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

PharmaFrontiers Corp. (“ Pharma ") was incorpegtah Texas on January 22, 2003 as a bio-pharmaakcdmpany engaged in developing autologous petseed cell
therapies. During the development stage, Pharmairachthe worldwide license to technology developedrgonne National Laboratory, a U.S. DepartnadriEnergy
Laboratory Operated by the University of ChicagaAfgonne " ). This is an exclusive license to amstcell technology in which adult pluripotent steetls are derived from
monocytes obtained from the patient * s own blabeé (' License " ). A patent application was fileadNovember 2003, with the United States Patentlande Office regarding
the technology involved in the License.

On October 7, 2004 Pharma entered into an agreeimectuire all of the outstanding stock of Opekarfaceuticals, Inc. (“ Opexa " ). The agreeméwged on November 5,
2004. A total of 2,500,000 shares of Pharma ’ srmomstock were exchanged for all of the outstandingk of Opexa. 2,250,000 shares was issued tgaOgieareholders in
December 2004 and the balance of 250,000 shagddd been held in escrow for the prerequisiteyaae period, was issued in November 2005.The attopri was accounted
for under the purchase method, where all of Opexassets are restated to their fair market valub®macquisition date, which approximated book &althe 2,500,000 shares
Pharma were valued at $23,750,000 or $9.50 peeshduich represents their current value at the.tiBe® Note 12 for details.

Opexa holds rights to technology to diagnose agat timultiple sclerosis through modified autoreafivcells and is currently in FDA Phase I/Il huntBrse ranging clinical
trials to evaluate its safety and effectivenedsdating multiple sclerosis.

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

Reclassifications. Certain amounts in the 2004 alisteted financial statements have been reclassifie
to conform to the 2005 consolidated financial steget presentation.

Use of Estimates in Financial Statement Preparalibe preparation of consolidated financial statets:ié conformity with accounting principles gerigraccepted in the
United States of America requires management teeneakmates and assumptions that affect the repan®unts of assets and liabilities, the disclosfi@ntingent assets and
liabilities at the date of the consolidated finahatatements, and the reported amounts of reveangesxpenses during the reporting period. Actesilits could differ from thos
estimates.

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

Long-lived Assets. Property and equipment are dtatethe basis of historical cost less accumuldegteciation. Depreciation is provided using thaight-line method over the
estimated useful lives of the assets. Major rengwaatl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.
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Impairment losses are recorded on long-lived asssd in operations when indicators of impairmeatmesent and the undiscounted cash flows estintatee generated by
those assets are less than the assets carryingiamou

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

Stock-Based Compensation. Pharma accounts for-siamsd compensation under the intrinsic value ntetblader this method, Pharma recognizes no comfiensxpense for
stock options granted when the number of underlgimares is known and exercise price of the opsareater than or equal to the fair market valuthefstock on the date of
grant. The following table illustrates the effectmet loss and net loss per share if Pharma hdedppe fair value provisions of FASB Statement N3, Accounting for Stock-
Based Compensation, to stock-based employee commiams

2005 2004 Inception through 2005
Net loss as reporte $ (19,414,19) $ (4,620,66) $ (24,160,86)
Add: stock based compensation determined
Under intrinsic value based method 2,487,74: 123,33 2,611,07.
Less: stock based compensation determined
under fair value based method (4,264,01:) (153,361) (4’417’37')
Pro forma net loss $ (21,190,46) $ (4,650,69) $ (25,967,16)
Basic and diluted
Net loss per common share:
As reported $ 129 $ (.73 N/A
Pro forma $ (135 $ (.79 N/A

The weighted average fair value of the stock optigranted during 2004 was $3.09. Variables uséleiBlack-Scholes option-pricing model include 2% risk-free interest
rate, (2) expected option life is the actual rermagjnife of the options as of each year end, ()exted volatility is from 0.1% to 796.30% and (&ya expected dividends.

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

The basic net loss per common share is computeliviing the net loss by the weighted average nurobeommon shares outstanding. Diluted net lospmmon share is
computed by dividing the net income adjusted ofieanf converted" basis, by the weighted averagalrar of common shares outstanding plus potentiaficié securities. Bas
and diluted loss per share is the same due to faltelilutive securities had an anti-dilutive effemd were not included in the calculation of dillinet income per common
share.
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Research and development. Research and developxpsrises include salaries, related employee expermasulting fees, facility costs, and laboratwgts. All costs for
research and development activities are expensed@sed. Pharma expenses the costs of licenggatents and the prosecution of patents untildbeance of such patents and
the commercialization of related products is reabbnassured.

Recently Issued Accounting Pronouncements. In Deeer2004, the FASB issued SFAS No.123R, “AccountingStock-Based Compensation.” SFAS N0.123R eistads
standards for the accounting for transactions iichvan entity exchanges its equity instrumentgfmods or services. This Statement focuses primanilgccounting for
transactions in which an entity obtains employe®ises in shardased payment transactions. SFAS No0.123R requnatshe fair value of such equity instruments lmgaizec
as expense in the historical financial statemestseavices are performed. Prior to SFAS No.123R, oertain pro forma disclosures of fair value wegquired. SFAS No0.123R
shall be effective for small business issuers de@beginning of the first interim or annual rejpay period that begins after December 15, 2005il&\Wharma has issued optit
to employees recently, the adoption of this newanting pronouncement is not expected to have anmhtmpact on the consolidated financial statetsef Pharma during the
calendar year 2006.

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

NOTE 2 - GOING CONCERN

As shown in the accompanying consolidated finarsti@lements, Pharma incurred recurring net loss$$%414,197 and $4,620,664 in 2005 and 2004pe#vely, and has an
accumulated deficit of $24,160,864 as of Decemiie2805. These conditions raise substantial dosibd &harma’s ability to continue as a going comckfanagement is trying
to raise additional capital through sales of cotilvkr debt and equity. The consolidated financiatesnents do not include any adjustments that niightecessary if Pharma is
unable to continue as a going concern.

NOTE 3 - LICENSE AGREEMENT

In February 2004, Pharma entered into an agreewiémthe University of Chicago (“University”) foht worldwide license to technology developed atofrge National
Laboratory, a U.S. Department of Energy Labora®perated by the University. In consideration fa lisense, Pharma paid the University $57,742 amdeal to issue 375,375
shares of its common stock. 187,688 shares valu®d5075 were issued on February 20, 2004. In Déee 2004, the License Agreement was amended ggaRtiarma an
exclusive, non-transferable worldwide license @ thniversity’s stem cell technology. In considesatfor the amendment, Pharma paid the Universitgdatitional $175,000,
issued the University 55,000 shares of common statked at $352,000, bringing the total ownerskiplarma by the University to 242,688 shares, abte@ay the University
$1,500,000 on the earlier of October 30, 2005 anue closing of a Pharma financing where proceeglgreater than $10 million and agreed to issedJniversity shares of
Pharma common stock, including the shares alresslyed, equal to 2.6% of the total outstanding nurabshares after conversion of the 15% exchangeadnvertible
subordinated promissory notes upon the later ofithefinancing or November 30, 2005 and afteu&sce of any and all equity in the form of stockhat close of the first
financing.
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In June 2005, 274,836 shares of common stock wsted to the University of Chicago per the terma kiéense agreement. These shares were recor§86 3064.
In August 2005, 17,099 shares of common stock vesreed to the University of Chicago per the teriina icense agreement. These shares were recor@d99,434.
By amendment dated October 31, 2005 Pharma arldrtiversity agreed to extend the date upon which$th&00,000 to April 30, 2006.

In June of 2004, Pharma paid $50,000 to The Unityeo$ Texas MD Anderson Cancer Center for an aptimnegotiate a licensing agreement for the uggeopheral blood
stem cells for cardiac regeneration. This optionggotiate the licensing agreement expired on &gpe21, 2004 and the non-refundable fee of $50v@Xwritten off during
2004.

NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following até&welber 31, 2005:

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

Amortization expense totaled $1,637,129 and $231ifGiscal 2005 and 2004, respectively.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihBecember 31, 2005:

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

Depreciation expense totaled $98,080 and $13,05fi8dal 2005 and 2004, respectively.
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NOTE 6 - INCOME TAXES

Pharma uses the liability method, where deferreditzets and liabilities are determined based @expected future tax consequences of temporaerelifces between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes. Duringdi005 and 2004, Pharma incurred net lossestlamefore, has no tax
liability. The net deferred tax asset generatethleyloss carry-forward has been fully reserved. diraulative net operating loss carry-forward isragpmately $12,000,000 at
December 31, 2005, and will expire in the years422ough 2025.

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

Deferred tax assets

Net operating losses $ 4,080,001
Less: valuation allowance (4,080,001
Net deferred tax assets $ -

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Phasmedi€onvertible notes to investors totaling $6,824. In March 2005, 451,688 shares of common sidttka relative
fair value of $999,074 were issued to note holdsrtheir additional shares for their subscriptiorestment in Pharma. In June 2005 a total of $6&%0comprised of the
principal of the notes of $6,124,859 and accumdlateerest of $525,513, which accrued at a ratE58b per annum, was exchanged for 4,433,598 un$4.80 per share. Each
unit is comprised of one share of common stockthrek separate types of warrants to purchase leofdar5 shares of common stock as stated belowdtition, 1,224,977
shares of Common Stock were issued in consideré&iotie surrender of the rights to the Bridge Viats held by the note holders. All of the Bridgetédoand Bridge Warrants
were exchanged so that none are now outstanding.

» Warrants: In connection with the bridge note exgfgaand private placement offerings in June and thube separate types of warrants to purchasebd®.75 share
of common stock were issued as follows: (i) a SefidNarrant which expired on February 17, 2006;giBeries B Warrant for orfealf of a share with an exercise pi
of $2.90 which expires on October 17, 2006; (ififla Series C Warrant for one share with an exemise of $4.00 that expires on May 25, 2010.

» Pharma analyzed the convertible notes and the mtarfar derivative accounting consideration undeAS 133 and EITF 009. Pharma determined the embec
conversion option in the convertible notes andwherants met the criteria for classification incitoolders equity under SFAS 133 and EITFI®-Therefore, derivatiy
accounting was not applicable for these convertiblies payable or their associated warrants.

NOTE 8 - NOTE PAYABLE

Note payable consists of the followir
Note payable to the University of Chicago; no iastyr due earlier of

Pharma raising $10,000,000 in an Equity Financingpril 30, 2006;
secured by license (See Note 3 for details) $1,500,000
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NOTE 9 - COMMITMENTS AND CONTINGENCIES

After purchasing Opexa, Pharma assumed an eigibeernh operating lease from Opexa for a researdlityad he lease commenced in June 2003 and wasaegpire in
November 2004. Pharma extended the lease initiaity March 31, 2005 and extended it again untpt8eber 30, 2005. Pharma terminated the lease tob€rc7, 2005 an
entered into a ten-year lease with a new landldrithvcommenced on October 1, 2005.

Future minimum lease payments under the cameellable operating lease are $72,474 for 20067 $74 for 2007, $137,196 for 2008, $139,782 fi6R $147,540 for 2010 a
$731,883 for thereafter

Rent expense for 2005 was $178,963 and $389,300f4.

NOTE 10 - EQUITY
During 2003, Pharma sold 5,250,000 shares of conmstamk for $1,000.
In April 2003, 1,706,250 shares were reacquireds8%5 and canceled.

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

During 2004, 22,500 shares of common stock wer fewl$9,000.
During 2004, 2,065,000 shares of common stock eaieheir then fair value of $849,000 were isstieeBharma’s employees and consultants for theiticsss.

In February 2004, 187,688 shares of common stokledaat their then fair value of $75,075 were issteethe University of Chicago per the terms oftarise agreement. In
December 2004, 55,000 shares of common stock vaugekir then fair value of $352,000 were issuethe University of Chicago per the terms of an adeel license
agreement. See Note 3 for details.

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

In November 2004, 2,500,000 shares of common stakied at their then fair value of $23,750,000 wisseied to 30 accredited investors in connectidh thie acquisition of
Opexa, of which 2,250,000 shares were issued imatedgiand the balance of 250,000 shares held imeswere issued in November 2005. See Note 12dtails.

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

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

In November 2004, 80,000 shares of common stock wancelled pursuant to the terms of an employseparation agreement.
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During 2004, there were additional contributionsapital of $2,704,351 relating to the discountetlig to notes payable from warrants, beneficiaveosion features attached
convertible notes.

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

In June 2005, Pharma sold 3,387,217 shares of constock with 9,314,868 warrants for $5,080,826. Waerants have exercise prices ranging from $2tar®l expire in
seven months to four years. The relative fair valtihe common stock is $886,913 and the relatevialue of the warrants is $4,198,913. Offeringts of $434,262 related to
shares issued were charged to additional paidpitata

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

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

In June 2005, 5,658,575 shares of common stock issued to note holders for the conversion of $6,8%29 of principal and $525,513 interest from catilsle notes.

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

In June 2005, 274,836 shares of common stock wsted to the University of Chicago per the terma kiéense agreement. These shares were recor@ad7as,950.
In August 2005, 17,099 shares of common stock veskeed to the University of Chicago per the terina license agreement. These shares were recor@dd@,434.
During 2005, 240,000 shares of common stock vatueleir fair value of $1,012,400 were issued tarRta’s consultants for their services.

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

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

Employee stock option expense was $2,487,741 i5.200

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

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

Options granted under the Plan may be either ing@stock options or nonqualified stock optiondntive stock options (“ISO”) may be granted omyPharma employees
(including officers and directors who are also esgpkes). Nonqualified stock options (“NSO”) may barged to Pharma employees and consultants. ThelBb®irectors has
discretion to determine the number, term, exengif® and vesting of all grants.
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During 2003, 150,000 warrants were granted to itoregelated to the convertible notes.

During 2004, 965,000 options were granted to engegy 200,000 warrants were granted to consultantd @27,993 warrants were granted to investoateelto the convertib
notes.

Stock Options:

In January 2005, options to purchase 192,000 slwi@mmon Stock were issued to several employeas axercise price of $3.00 per share. One tHitdeoptions vest on
the first anniversary date, one third of the opieasts on the second anniversary date, and tremiemm one third vests on the third anniversared@hese options have an
intrinsic value of $785,800, of which $261,933 bagn expensed during 2005.

In April 2005, options to purchase 12,500 shareSahmon Stock were issued to three Opexa empl@tess exercise price of $3.00 per share. One tiitde options vest on
the first anniversary date, one third of the opigasts on the second anniversary date, and tremiemm one third vests on the third anniversared@hese options have an
intrinsic value of $14,925, of which $4,975 hasrbegpensed during 2005.

In June 2005, options to purchase 30,000 shar€smwimon Stock were issued to two employees at artiseeprice of $3.00 per share, of which optionstee immediately.
These options have no intrinsic value due to egerprice exceeded the market price at the dateeajriant.

In August 2005, options to purchase 20,000 sh@r€mmon Stock were issued to an employee at arciseeprice of $1.14 per share. One third of thitoog vested
immediately, one third of the options vest on tingt anniversary date, and the remaining one thasts on the second anniversary date. These optaesno intrinsic value due
to exercise price exceeded the market price addbe of the grant.

In December 2005, options to purchase 376,000 stidr@ommon Stock were issued to fifteen Opexa eygas at an exercise price of $0.70 per share f@mh of the option:
vest on the first anniversary date, one fourthhefdptions vests on the second anniversary dagefoomth of the options vests on the third anniggrglate, and the remaining ¢
fourth vests on the fourth anniversary date. Thgg®ns have no intrinsic value due to exercisegequaled the market price at the date of thetgran

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

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

In April 2005, warrants to purchase 100,000 shafédommon Stock were issued to a consultant akarcise price of $3.00 per share of which 40,00€ravds vested
immediately, and the remaining 60,000 warrants aegte rate of 2,500 warrants per month for twdaty months. These warrants have a fair valueddf7$812, of which
$261,133 has been expensed during 2005.
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In April 2005, warrants to purchase 20,000 shafé&ammon Stock were issued to a consultant at ancese price of $3.00 per share of which one tbfrthe warrants vest on
the first anniversary date, one third of the watisarests on the second anniversary date, and itheimang one third of warrants vests on the thirdie@rsary date. These warra
have a fair value of $83,562, of which $27,854 I@sn expensed during 2005.

In June 2005, warrants to purchase 175,000 sha@smomon Stock were issued to four consultantsiabarcise price of $4.00 per share. One thirdefwarrants vested
immediately, one third of the warrants vest onfttet anniversary date, and the remaining one tbfrthe warrants vests on the second anniversdey @aese warrants have a
fair value of $467,120, of which $84,813 has begreased during 2005.

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

In July 2005, warrants to purchase 460,846 shd&r€®mmon Stock were issued to several brokeragesfas the offering costs and commissions for Phasimancing
activities at an exercise price of $1.50 per sh@ihese warrants have a fair value of $2,197,162vastlimmediately.

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

In September 2005, warrants to purchase 15,00@slodtCommon Stock were granted to a consultasm a&ixercise price of $1.19 per share of which wasraested
immediately. These warrants have a fair value & $31, of which $13,161 has been expensed durif§.20

In October 2005, warrants to purchase 167,500 ster€ommon Stock were issued to four independeatirs at an exercise price of $1.15 per shane. {Bird of the warran
vested immediately, one third of the warrants westhe first anniversary date, and the remaining third vests on the second anniversary date. Thasants have a fair value
of $191,658, of which $53,397 has been expensedgl@nos.

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

In connection with the bridge note exchange andapei placement offerings in June and July, 2,54By@&rrants granted in prior years and early 200&ewancelled and three
separate types of warrants to purchase a totalréf shares of common stock were issued as foll@v$0,411,400 units of Series A Warrant for 1.Baies with an exercise
price of $2.00 which expires on February 17, 2q0)p4,163,701 units of Series B Warrant for onéflofia share with an exercise price of $2.90 wregpires on October 17,
2006; (iii) and 8,329,108 units of Series C Warfantone share with an exercise price of $4.00 éxgires on May 25, 2010.
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Summary information regarding options is as follows

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

Granted - % - 150,000 $ 10
Outstanding at December 31, 2003 = = 150,00( .1C
Year ended December 31, 2004:

Granted 965,00( 3.17 1,627,99: 2.27
Outstanding at December 31, 2004 965,00( 3.17 1,777,99. 2.24
Year ended December 31, 2005:

Granted 630,50( 1.57 25,041,28. 2.8¢€

Forfeited and cancelled (41,667 4.2€ (2,642,75) 2.4E
Outstanding at December 31, 2005 1,553,83. $ 2.4¢ 24,176,52 $ 2.8t
Options and warrants outstanding and exercisabté Becember 31, 2005:

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

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

3.0C 3 -4 year 885,00( 395,00( 50,00( 16,66

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

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

1.5C 4 -5 year - - 468,94 8,10(

1.1¢ 4 -5 year - - 215,00( -

1.1¢ 4 -5 year - - 167,50( -

1.1< 4 -5 year 20,00( 6,667 - -

0.7¢ 9-10 year 376,00( - - -

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

F-15




NOTE 12 - PURCHASE OF OPEXA

On October 7, 2004 Pharma entered into an agreetoestquire all of the outstanding stock of Opekae agreement closed on November 5, 2004. PharsnadsOpex
shareholders 2,500,000 shares of Pharma’s comnook &r all of the outstanding stock of Opexa. 280, of the 2,500,000 shares were put in escrovafoneyear perios
pursuant to the escrow agreement. The balanceed®38,000 shares were issued to Opexa sharehaldsssember 2005. The acquisition was accountedifater the purcha
method, where all of Opexaassets are restated to their fair market valud®@macquisition date, which approximated book @althe 2,500,000 shares of Pharma were valt
their then fair value of $23,750,000 or $9.50 gears.

Pharma acquired Opexa because Opexa holds rigtgshnology to diagnose and treat multiple sclertsiough modified autoreactive T cells and isently in FDA Phase I/l
human dose ranging clinical trials to evaluatesétety and effectiveness in treating multiple sdes.

The results of operations for Opexa from Novemh&0®4 through December 31, 2005 are includedarttiatements of Operations and the Statementssif Elaws.

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

Current assets $ 55,381
Property, plant and equipment, net 639,16(
Intangible assets 23,991,12
Total assets acquired 24,685,67
Current liabilities 935,67"
Total liabilities assumed 935,67"
Net assets acquired $ 23,750,00

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

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

Pharma entered into a remodeling construction eochto complete three Good Manufacturing PractiGMP”) production suites at its new facility. Thertstruction contract
plus equipment purchased separately cost approadyn®b00,000. The construction began October 15200

The construction of the GMP facilities was compleire January and certified on March 20, 2006 akSan7 facility.

The Series A Warrant issued to investors in conoeatith the bridge note exchange and private ptear& offerings in June and July of 2005 expiredrehruary 17, 2006.
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PART Il

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution.

The following table sets forth the costs and expensther than the underwriting discounts and casimns, payable by the registrant in connectiom wie sale ¢
the securities being registered. All amounts atiene@ses except the Securities and Exchange Cononissgistration fee.

Securities and Exchange Commission Registration Fee $ 12,911
Printing Costs 3,00(
Legal Fees and Expenses 50,00(
Accounting Fees and Expenses 15,00(
Transfer Agent and Registrar Fees 3,00(
Miscellaneous 10,00(
Total $ 93,05¢

Item 14. Indemnification of Directors and Officers.

The Company has the authority under Articles 2.08pé&nd 2.02-1 of the Texas Business Corporation(ABCA”) to indemnify its directors and officers to
extent provided for in such statute. The TBCA pdeg, in part, that a corporation may indemnify reaidbr or officer or other person who was, is othiatened to be mad
named defendant or respondent in a proceeding becaiwch person is or was a director, officer, eygdoor agent of the corporation, if it is deterndiribat such person: (
conducted himself in good faith; (2) reasonablyiéwedd, in the case of conduct in his official capaas a director or officer of the corporationatthis conduct was in t
corporation’s best interest and, in all other catest his conduct was at least not opposed tadhgoration$ best interests; and (3) in the case of any cahproceeding, had |
reasonable cause to believe that his conduct wiasviui.

A corporation may indemnify a person under the TB&geinst judgments, penalties, including excise sindlar taxes, fines, settlement, unreasonableesg
actually incurred by the person in connection vt proceeding. If the person is found liable te torporation or is found liable on the basis thatsonal benefit wi
improperly received by the person, the indemnifarats limited to reasonable expenses actuallyrrezliby the person in connection with the procegdamd shall not be ma
in respect of any proceeding in which the persoall diave been found liable for willful or intentimhmisconduct in the performance of his duty to ¢leeporation. Th
corporation may also pay or reimburse expensesriediy a person in connection with his appearasce witness or other participation in a proceeding time when he is r
a named defendant or respondent in the proceeding.

The Companys Articles of Incorporation provide that none & directors shall be personally liable to the Conypar its shareholders for monetary damages fi
act or omission in such directertapacity as a director; provided, however, thatliability of such director is not limited to tlextent that such director is found liable for &
breach of the directos’duty of loyalty to the Company or its sharehadd€2) an act or omission not in good faith thatstiiutes a breach of duty of the director to tlen@an)
or an act or omission that involves intentional coisduct or a knowing violation of the law, (3) artsaction from which the director received an inpprdbenefit, whether or r
the benefit resulted from an action taken withia #tope of the directa office, or (4) an act or omission for which thebllity of the director is expressly provided bg
applicable statute.
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The Company believes that these provisions wililsagsin attracting and retaining qualified indiials to serve as executive officers and direcfbing. inclusion ¢
these provisions in the Company’s Articles of Ipmation may have the effect of reducing a liketiicof derivative litigation against the Compasdirectors and mi
discourage or deter shareholders or management lfringing a lawsuit against directors for breachtledir duty of care, even though such an actiorsuiécessful, mig|
otherwise have benefited us or our shareholders.

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

Additionally, under their employment agreementshwitharmaFrontiers Corp. Messrs. McWilliams and Roae entitled to indemnification in their capacits
officers of the Company to the fullest extent peted by the TCBA.

Item 15. Recent Sales of Unregistered Securities.

Acquisition of PharmaFrontiers Corp.

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

Acquisition of OPEXA

In connection with the closing of the Company’s @sifion of OPEXA Pharmaceuticals, Inc., a Delawacgporation (“OPEXA”),on November 5, 2004, t
Company issued 2,500,000 shares of its common spackvalue $0.05 per share, to the former holdecommon stock of OPEXA in exchange for their ORE¢6mmon stoc}
The shares of common stock issued in the acquisitiere offered and sold pursuant to the exemptiom fregistration afforded by Rule 506 under theuBides Act and/c
Section 4(2) of the Securities Act. On June 9, 26@5Company issued 200,000 shares of common std8&nders Morrislarris, Inc. in exchange for advisory services jmeu
in connection with the acquisition of OPEXA. Theasts were sold pursuant to the exemption from tegisn afforded by Rule 504 under the Securities &f 1933 (th
“Securities Act”) and/or Section 4(2) of the Seties Act.

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

During the six months ended February 15, 2005 Qbmpany issued to accredited investors in a prip&teement: (i) 15% Exchangeable Convertible Netgk a
principal amount of $6.1 million, (ii) an aggregate612,688 shares of common stock, and (iii) &trigp receive a warrant to purchase common stobk. Company receiv:
gross proceeds of $6.1 million from this privataggment. The securities issued in the acquisitierewffered and sold pursuant to the exemption fregistration afforded t
Rule 506 under the Securities Act of 1933 (the tBies Act”) and/or Section 4(2) of the Securities Act. In catima with this private placement, the Company esddntc
Registration Rights Agreements with the purchasegsiring that, among other things, the Companystegthe shares issued, those shares issuablenmersion of the not:
and those shares issuable upon exercise of thantdar resale under the Securities Act.
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In addition, the Company issued to the placemeanh&sgwho assisted with the sale of the Notes, wesr® purchase 216,875 shares of Common Stoclkpete o
$1.50 per share. These warrants expire on Febfi#arg010. The Company is obligated to registerdsale the shares of common stock issuable upariseef the warrants.

On June 30, 2005 the Company, in exchange forudditanding 15% Exchangeable Convertible Subordihbietes and the associated rights to warrantsedssu th
accredited investors holding the notes: (i) an eggte of 5,658,575 shares of our common stockS@ijes A Warrants to purchase an aggregate ofl®98 shares of o
common stock, (iii) Series B Warrants to purchaseggregate of 2,216,799 shares of our common sémek(iv) Series C Warrants to purchase an agtgerfat,433,598 shar
of our common stock. In connection with this exajamffering, the Company entered into a RegistnaRights Agreement dated June 17, 2005 with thégizants in th
exchange offer requiring that, among other thirilge, Company register the shares issued in the agehaffer and issuable upon exercise of the wasrdat resale under t
Securities Act.

The notes and shares of common stock and warrastsided above were offered and sold pursuantet@xiemption from registration afforded by Rule Sd@ler th:
Securities Act, Section 3(a)(9) of the Securitie$ &nd/or Section 4(2) of the Securities Act.

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

In the month ended July 15, 2005, the Company ceragla private placement to accredited investo(§ ah aggregate of 3,834,508 shares of commark stba pe
share price of $1.50 pursuant to the terms of SesiPurchase Agreements dated June 17, 2005uynd 5, 2005 by and among the Company and eacheoptirchasers.
connection with this private placement, the Compantered into a Registration Rights Agreement ddtete 17, 2005 and July 15, 2005 with the purcksassuiring tha
among other things, the Company register the sHaressale under the Securities Act.

In addition, the Company issued to the placemeehtsgassisting with the private placement, warréhts “Placement Agent Warrant4®) purchase 228,992 share
common stock at an exercise price of $1.50 pereshne Placement Agent Warrants are exercisabléJumte 17, 2010. The Company is obligated to tegifor resale tt
shares of common stock issuable upon exerciseedPlgcement Agent Warrants.

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

Shares of Common Stock Issued To the University @hicago

Pursuant to the terms of a First Amended and Rebiatense Agreement (the “License Agreemedti)ed December 30, 2004 with the University of @b, th
Company has issued 533,064 shares of common stamnsideration of the license granted to the Camppahe License Agreement obligates the Compamya feeriod of time
to issue sufficient shares so as to enable theddsity of Chicago to maintain a certain percentag@ership. Thus the shares were issued from tintente as the Compa
issued shares in connection with its various affgsi The shares of common stock were offered aliimosuant to the exemption from registration afém by Section 4(.
under the Securities Act. In connection with thedrise Agreement, the Company agreed to registeshtres issued thereunder for resale under theiSeséct.
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Item 16. Exhibits and Financial Statement Schedules

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

Exhibit 2.1 Stock Purchase Agreement (incorporated by referenBahibit 2.1 to the Company's Current ReporfFonm K filed June 4, 2004)
Exhibit 2.2 Merger Agreement (incorporated by reference to ExI2i.1 to the Company's Current Report on 8-Kdfi@ctober 8, 2004)
Exhibit 3.1 Amended and Restated Atrticles of Incorporationdiporated by reference to Exhibit A to the Compsuiyefinitive Information Stateme

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

Exhibit 4.1 Form of Common Stock Certificate (incorporated bference to Exhibit 2.3 to the Company's Registraitatement on Form 188 (File
No. 00(-25513), initially filed March 8, 1999

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

Exhibit 10.1 2004 Compensatory Stock Option Plan (incorporatedelference to Exhibit B to the Company's Defirgtilnformation Statement filed
June 29, 2004)

Exhibit 10.2 Employment Agreement of David McWilliams (incorpted by reference to Exhibit 10.1 to the Companylai@@rly Report on Form 1QSE
filed November 16, 2004)

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

Exhibit 10.4 Amended Employment Agreement of Warren C. Lau (ipomated by reference to Exhibit 99.2 to the Conyfsa€@urrent Report on FormI8-
filed February 4, 2005)

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

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

Exhibit 10.7 Director's Agreement of Paul Frison (incorporatgddference to Exhibit 10.7 to the Company's AnriReport on Form 16SB filed April
15, 2005)

Exhibit 10.8 Director's Agreement of Tony Kamin (incorporatedrbference to Exhibit 10.8 to the Company's AnrRport on Form 16&SB filed April
15, 2005)

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

November 16, 2004
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Exhibit 10.10

Exhibit 10.11

Exhibit 10.12

Exhibit 10.13

Exhibit 10.14

Exhibit 10.15 *

Exhibit 10.16 *

Exhibit 10.17 *

Exhibit 10.18 *

Exhibit 10.19 *

Exhibit 10.20 *

Exhibit 10.21 *

Exhibit 10.22 *

Exhibit 10.23**

Exhibit 10.24

Exhibit 10.25 ***

Exhibit 23.1 ***

Exhibit 23.2

Scientific Board Advisory Agreement of Yong Zhaadprporated by reference to Exhibit 10.3 to the @any's Quarterly Report on Fo
10-QSB filed November 16, 2004)

Termination Settlement and Release Agreement witW&yne Fritzsche (incorporated by reference toiliik89.3 to the Company's Curr
Report on Form 8-K filed February 4, 2005)

Form of Warrant Agreement (incorporated by refeeetw Exhibit 10.13 to the Company's Annual RepartForm 10KSB filed April 15.
2005)

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

Amended and Restated License Agreement with Unityeo§ Chicago (incorporated by reference to Exhit.15 to the Company's Ann
Report on Form 10-KSB filed April 15, 2005)

Form of Series A Common Stock Purchase Warrant

Form of Series B Common Stock Purchase Warrant

Form of Series C Common Stock Purchase Warrant

Securities Purchase Agreement dated June 17, 30@6camong the Company and the Investors nameeinthe

Registration Rights Agreement dated June 17, 2§0&nk among the purchasers of common stock naneeelith

Securities Purchase Agreement dated June 30, 30@6damong the Company and the purchasers of corstook named therein

Securities Purchase Agreement dated July 15, 20@Hmt among the Company and the Investors nameegiithe

Registration Rights Agreement dated July 15, 200&r1 among the Company and the Investors nameeiithe

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

Lease Agreement dated August 19, 2005 by the Coynaad Dirk D. Laukien(incorporated by referenceEtdhibit 10.13 to the Compan
Annual Report on Form 10-KSB filed March 31, 2006)

Form of Broker Stock Purchase Warrant Agreement

Consent of Malone & Bailey, PC

Consent of Vinson & Elkins L.L.P. (included in Ekiti5.1)

* Previously filed on Form £-2 filed July 19, 200!

**  Previously filed on Post Amendment #2 filed February 9, 20C

***  Ejled herewith

-73-




thereto.

Item 17. Undertakings.

@

(b)

(b)

Financial Statement Schedules.

All schedules are omitted because they are inagplcor the requested information is shown in thresolidated financial statements of the registoarelated note

The undersigned registrant hereby underta

@

@)

®

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

@
(i)

(iii)

To include any prospectus required by Section I8)af the Securities Act of 193

To reflect in the prospectus any facts or everigray after the effective date of the registratstatement (or the most recent
post-effective amendment thereof) which, individiak in the aggregate, represents a fundamentaig#hin the

information set forth in the registration statem&hatwithstanding the foregoing, any increase arease in volume of
securities offered (if the total dollar value otssties offered would not exceed that which wagistered) and any deviati
from the low or high end of the estimated maximufering range may be reflected in the form of pextps filed with the
Securities and Exchange Commission pursuant todRd4(®) if, in the aggregate, the changes in volame price represent
no more than a 20 percent change in the maximumeggtg offering price set forth in the “CalculatioihRegistration Fee”
table in the effective registration statement;

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

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

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

Insofar as indemnification for liabilities arisinonder the Securities Act of 1933 may be permitteditectors, officers and controlling persons & thgistrar
pursuant to the foregoing provisions, or otherwite registrant has been advised that in the opimbthe Securities and Exchange Commission
indemnification is against public policy as expesbé the Securities Act of 1933 and is, therefaregnforceable. In the event that a claim for indigication
against such liabilities (other than the paymenth®y registrant of expenses incurred or paid byrectbr, officer or controlling person of the retgét in the
successful defense of any action, suit or procegdimasserted by such director, officer or cofitiglperson in connection with the securities beaiagisterec
the registrant will, unless in the opinion of itsunsel the matter has been settled by controllieggrient, submit to a court of appropriate jurigdic the
question whether such indemnification by it is agapublic policy as expressed in the SecuritiesdAd 933 and will be governed by the final adjudion o
such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoAd933, as amended, the Registrant has duly cahse®egistration Statement to be signed on itrlieoy the
undersigned, thereunto duly authorized, in the Gitilouston, State of Texas, on the 10th day oflAp@06.

PHARMAFRONTIERS CORP.

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

Title: Chief Executive Officer

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

Title: Chief Financial Officer and

Principal Accounting Officer

Pursuant to the requirements of the SecuritiesoAdi933, as amended, this Registration Statemenbhan signed below by the following persons indéyeacitie

and on the dates indicated.

Signature

Brooks Boveroux

/sl David B. McWilliams

David B. McWilliams

/sl C. William Rouse

C. William Rouse

Anthony N. Kamin

Paul M. Frison

Terry Wesner

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

Title

Chairman of the Board and Director

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

Chief Financial Officer

(principal financial and accounting officer)

Director

Director

Director

Signature Page for
Form SB-2 - Registration Statement

Date

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006

April 10, 2006






Warrant Agreement

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

Warrant to Purchase «No_of Warrants» Shares of Common Stock

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

Not Transferable or Exercisable Except
upon Conditions Herein Specified

PharmaFrontiers, Corp. , a Texas corporation (“Company”), hereby certitieat <Name» its registered successors and permitted assigrserg on the boo
of the Company maintained for such purposes, asetiistered holder hereof (“Holderfpr value received, is entitled to purchase from @ompany the number of fully pi
and non-assessable shares of Common Stock of thp&@ty (“Shares” or “Common Stock$tated above at the purchase price per Share rletifioSection 1(b) below (tl
number of Shares and Exercise Price being sulgeadjustment as hereinafter provided) upon thegexnd conditions herein provided.

TERMS

1. Exercise of Warrants

(a) Subject to subsection (b) of this Section 1, up@sentation and surrender of this Warrant Agreenweith the attached Purchase Form duly execut
the principal office of the Company, or at suchestplace as the Company may designate by notitteetblolder hereof, together with a certified or lbaashiers check payab
to the order of the Company in the amount of therEise Price times the number of Shares being pesezh the Company shall deliver to the Holder Hei@o promptly &
practicable, certificates representing the Shaedsgbpurchased. This Warrant may be exercised iolevbr in part; and, in case of exercise heregfart only, the Compan
upon surrender hereof, will deliver to the Holdereav Warrant Agreement or Warrant Agreements @& ténor entitling the Holder to purchase the nunadfe&3hares as to whi
this Warrant has not been exercised.

(b) This Warrant may be exercised at a price$af50 per share (the “Exercise Price”); provided howeyéhat the Exercise Price shall be subje:
adjustment pursuant to Section 6(b). The Warraall stxpire upon the close of businessJaty 18, 2010.

2. Exchange and Transfer of Warrant

At any time prior to the exercise hereof, upon preation and surrender to the Company, this Walgnmnay be exchanged, alone or with other Warrahlike teno
registered in the name of the Holder, for anotheridht or other Warrants of like tenor in the nashsuch Holder exercisable for the same aggregateber of Shares as 1
Warrant or Warrants surrendered, but (b) may natdie, transferred, hypothecated, or assignedhiolevor in part, without the prior written consefthe Company.
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3. Rights and Obligations of Warrant Holder

(€) The Holder of this Warrant Agreement shall not,viyue hereof, be entitled to any rights of a stoakler in the Company, either at law or in eqt
provided, howeverthat in the event that any certificate representhe Shares is issued to the Holder hereof ugercise of this Warrant, such Holder shall, formlrposes, k
deemed to have become the holder of record of Shettes on the date on which this Warrant Agreentegéther with a duly executed Purchase Form, wa®isdered ar
payment of the Exercise Price was made, irrespeciithe date of delivery of such Share certificatee rights of the Holder of this Warrant are ligdi to those expressed he
and the Holder of this Warrant, by his acceptaneeedf, consents to and agrees to be bound by andnply with all the provisions of this Warrant Agment, includin
without limitation, all the obligations imposed upthe Holder hereof by Sections 2 and 5 herecdddaition, the Holder of this Warrant Agreement aegepting the same, agr
that the Company may deem and treat the persomasevname this Warrant Agreement is registereti@tdooks of the Company maintained for such puipasehe absolu
true and lawful owner for all purposes whatsoewetwithstanding any notation of ownership or otiveiting thereon, and the Company shall not be af@dy any notice to tl
contrary.

(b) No Holder of this Warrant Agreement shall be eedtto vote or receive dividends or to be deemedhtiider of Shares for any purpose, nor
anything contained in this Warrant Agreement bestoied to confer upon any Holder of this Warranteggnent any of the rights of a stockholder of tloen@any or any right
vote, give or withhold consent to any action by @@mpany, whether upon any recapitalization, issfustock, reclassification of stock, consolidationerger, conveyance
otherwise, receive notice of meetings or otheroactffecting stockholders (except for notices pded for herein), receive dividends, subscriptights, or otherwise, until tk
Warrant shall have been exercised and the Shamesgsable upon the exercise thereof shall havenbeateliverable as provided herein; provided, howewbat any suc
exercise on any date when the stock transfer bobtee Company shall be closed shall constituteptirson in whose name the certificate for thoseeshare to be issued as
record holder thereof for all purposes at the apgmif business on the next succeeding day on waich stock transfer books are open, and the Wastargndered shall not
deemed to have been exercised, in whole or ingmthe case may be, until the next succeeding dayhich stock transfer books are open for the psepof determinin
entitlement to dividends on the Company’s commouglst

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

4. Shares Underlying Warrant

The Company covenants and agrees that all Shaliesrdd upon exercise of this Warrant shall, upetiveéry and payment therefor, be duly and validiyherizec
and issued, fully paid and non-assessable, andrireeall stamp taxes, liens and charges with retsieethe purchase thereof.

5. Disposition of Warrant or Shares

(@) The Holder of this Warrant and any transferee Heoemf the Shares issuable upon the exercise e\Warrant, by their acceptance hereof, he
understand and agree that the Warrant, and theStsauable upon the exercise hereof, have notregéstered under either the Act or State Actsgrall not be sold, pledge
hypothecated, or otherwise transferred (whethamadrfor consideration) except upon delivery to @a@mpany of an opinion of its counsel satisfactantite Company or i
counsel that registration is not required for strahsfer or submission to the Company of such exMideas may be satisfactory to the Company or itesel, in each such case
the effect that any such transfer shall not beidgtation of the Act or the State Acts. It shall&eondition to the transfer of this Warrant thay &nansferee of this Warrant deli
to the Company his written agreement to accepttendound by all of the terms and conditions of Wiarrant. The Holder acknowledges that the Comgeasynot granted a
registration rights hereunder.
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(b) The Holder of this Warrant Agreement and any traresf hereof or of the Shares issuable upon thecisgeof the Warrant Agreement, by tt
acceptance hereof, hereby understand and agrethéhdtarrant, and the Shares issuable upon theisgdrereof, have not been registered under ditlieefct or State Acts al
shall not be sold, pledged, hypothecated, or otisertvansferred (whether or not for consideratiexgept upon the issuance to the Company of an@pioii counsel favorable
the Company or its counsel or submission to the @om of such evidence as may be satisfactory t&Cthmpany or its counsel, in each such case, teffieet that any suc
transfer shall not be in violation of the Act oetBtate Acts. It shall be a condition to the transff this Warrant that any transferee of this \@atdelivers to the Company
written agreement to accept and be bound by athefterms and conditions of this Warrant Agreemé@iie Holder acknowledges that the Company has raitgd an
registration rights hereunder.

(c) The stock certificates of the Company that willdarice the shares of Common Stock with respect tohthis Warrant may be exercisable will be impethtvitt
a conspicuous legend in substantially the followfioign:

“The securities represented by this certificateehaot been registered under either the Securitie®RA1933 (“Act”) or the securities laws of anyata
(“State Acts”). Such securities shall not be sgittdged, hypothecated, or otherwise transferrede(fadr or not for consideration) at any time
whatsoever except upon registration or upon defiterthe Company of an opinion of its counsel $ati®ry to the Company or its counsel that
registration is not required for such transferte submission of such other evidence as may b&faattiry to the Company or its counsel to the éffec
that any such transfer shall not be in violationhaf Act, State Acts or any rule or regulation putgated thereunder.”

6. Adjustments

The number of Shares purchasable upon the exetisach Warrant is subject to adjustment from ttméme upon the occurrence of any of the eventsremate:
below:

[€)) If at any time after the date of this Warrant andang as this Warrant is outstanding, there isa(§tock split, stock dividend, subdivision, or gar
distribution with respect to the Common Stock, &igombination of the Common Stock, or (iii) a saléssuance of Common Stock, or exchangeableggdCommon Stock,
any rights, options or warrants to subscribe fotogourchase of its Common Stock, then, in sucmigvtke Exercise Price shall be adjusted in acearelavith (b) below.

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

(@) If the Company (A) shall pay a stock dividend oneatvise make a distribution or distributions onreaof its Common Stock payable in share
Common Stock, (B) subdivide outstanding sharesah@on Stock into a larger number of shares, (C)knenoutstanding shares of Common Stock into aler
number of shares, or (D) issue by reclassificatibshares of Common Stock any shares of capitekstd the Company, the Exercise Price shall be iplidd by ¢
fraction of which the numerator shall be the numbfeshares of Common Stock (excluding treasuryeshaf any) outstanding before such event and athvthe
denominator shall be the number of shares of ComBtock outstanding after such event. Any adjustrmeatie pursuant to this subparagraph (i) shall be
effective immediately after the record date for de¢ermination of stockholders entitled to recedueh dividend or distribution and shall becomectiie immediatel
after the effective date in the case of a subdiniscombination or re-classification.

Page 3 of




(i) If the Company shall distribute to all holders afmon Stock evidences of its indebtedness or asseights or warrants to subscribe for or purcl
any security (excluding those referred to in subgeaph (i) above), then in each such case the EBeeReice shall be determined by multiplying theefexse Price i
effect immediately prior to the record date fixed fletermination of stockholders entitled to reeesuch distribution by a fraction of which the demoator shall b
the market price of Common Stock determined as®frécord date mentioned above, and of which tineenator shall be such market price of the CommomikSor
such record date less the then fair market valseiett record date of the portion of such assetwvidience of indebtedness so distributed applicebtene outstandir
share of Common Stock as determined by the Comp@grd of directors in good faith; providedowever, that if the Holder disputes such amount, the Eolday
select a nationally recognized or major regionakestment banking firm or firm of independent céetf public accountants of recognized standing ¢apptaiser’)
paid for by the Holder and the Company equallywhich case the fair market value shall be equahé&average of the determinations by the Commabgard ¢
directors and such Appraiser. In either case thigsadents shall be described in a statement prdvidéhe Holder of the portion of assets or evigsnaf indebtedne
so distributed or such subscription rights applieab one share of Common Stock. Such adjustmeait BB made whenever any such distribution is neau sha
become effective immediately after the record da¢ationed above.

(i) In case the Company (A) consolidates with or mengiEsany other entity and is not the continuingsarviving entity of such consolidati
or merger, or (B) permits any other entity to cditgde with or merge into the Company and the Camyga the continuing or surviving Company but, onoectior
with such consolidation or merger, the Common Sieakhanged into or exchanged for common stocktoercsecurities of any other entity or cash or atier asset
or (C) transfers all or substantially all of itooperties and assets to any other entity, or (D9ct$fa reorganization or reclassification of theitygof the Company i
such a way that holders of Common Stock shall hileshto receive stock, securities, cash or asséts respect to or in exchange for Common Stobknt and i
each such case, proper provision shall be madeatpupon the exercise of the Warrant at any tifter ghe consummation of such consolidation, mergansfet
reorganization or reclassification, the Holder kbal entitled to receive (at the Exercise Pricefiect for Common Stock issuable upon such exemighe Warrar
immediately prior to such consummation), in lieu@fmmon Stock issuable upon such exercise of theaMaprior to such consummation, the stock ancr
securities, cash and assets to which the Holdeddveave been entitled upon such consummation ih ddolder had so exercised the Warrant immediateigr
thereto.

(c) Upon each adjustment of the Exercise Price pursioefit) above, the Warrant outstanding prior tohsadjustment in the Exercise Price shall there
evidence the right to purchase, at the adjusteddiseePrice, that number of shares of Common Steakulated to the nearest hundredth) obtained)by(ltiplying the numbe
of shares of Common Stock issuable upon exercisieeofVarrant prior to adjustment of the numberhafres of Common Stock by the Exercise Price incefieior to adjustmel
of the Exercise Price and (ii) dividing the prodsotobtained by the Exercise Price in effect aftexh adjustment of the exercise price.

(d) In case the Company (i) consolidates with or mengsany other entity and is not the continuingsorviving entity of such consolidation or mergen
(i) permits any other entity to consolidate withroerge into the Company and the Company is théragng or surviving Company but, in connectioniwsiuch consolidation
merger, the Common Stock is changed into or exabdifigr common stock or other securities of any oémgity or cash or any other assets, or (iii) $fars all or substantially
of its properties and assets to any other entityivp effects a reorganization or reclassificatmfrthe equity of the Company in such a way thadiés of Common Stock shall
entitled to receive stock, securities, cash ortassgh respect to or in exchange for Common Sttiodn, and in each such case, proper provision Bbahade so that, upon
exercise of this Warrant at any time after the comsation of such consolidation, merger, transtorganization or reclassification, the Holder shallentitled to receive (at t
aggregate Exercise Price in effect for Common Sisslable upon such exercise of this Warrant imateti prior to such consummation), in lieu of Commftock issuab
upon such exercise of this Warrant prior to suchsaomation, the stock and other securities, cashaasets to which such Holder would have beenlehtitpon suc
consummation if such Holder had so exercised thasrst immediately prior thereto.
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7. Loss or Destruction

Upon receipt of evidence satisfactory to the Compafithe loss, theft, destruction or mutilationtbfs Warrant Agreement and, in the case of any ot theft ¢
destruction, upon delivery of an indemnity agreen@rbond satisfactory in form, substance and arhtuthe Company or, in the case of any such ntigilaupon surrend
and cancellation of this Warrant Agreement, the Gany will execute and deliver, in lieu thereof,eswiWarrant Agreement of like tenor.

8. Survival.

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

9. Notices.

Whenever any notice, payment of any purchase poicether communication is required to be givem@ivered under the terms of this Warrant, it shallin writing
and delivered by hand delivery or United Statessteged or certified mail, return receipt requesteastage prepaid (or similar delivery if outsidele United States), and w
be deemed to have been given or delivered on tteesd@h notice, purchase price or other commumoicasi so delivered or posted, as the case maynk;fato the Company,
will be addressed to the address specified on akiercpage hereof, and if to the Holder, it will dddressed to the registered Holder at its, hisoadidress as it appears on
books of the Company.
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SIGNATURE PAGE
WARRANT AGREEMENT

If the foregoing is in accordance with your undamsting, please sign the form of confirmation anceptance on the enclosed counterpart of this Ageeéisnd retur
the same to the Company, whereupon this Agreenmatitise a binding agreement between you and thepaagn

Very truly yours,

PharmaFrontiers Corp.

YOS BN

David McWilliams, CEC

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

By:

Name:

Title:
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PURCHASE FORM

( To be signed only upon exercise of Warfant

To Pharmafrontiers, corp. :

The undersigned, the holder of the enclosed Wartaereby irrevocably elects to exercise the purehéght represented by such Warrant for, and tahmas:
thereunder, * shares of Common Stock afrRaFrontiers, Corp., and herewith makes paymest of therefor, and requests thatehéicate o
certificates for such shares be issued in the refraad delivered to the undersigned.

Dated:

(Signature must conform in all respects to
name of holder as specified on the face of
the enclosed Warrant)

(Address)

(SSN#)

*) Insert here the number of shares called for onfdlee of the Warrant without making any adjustmeort ddditional Common Stock or any other stock dret
securities or property or cash which, pursuanh® ddjustment provisions of the Warrant Agreememsyant to which the Warrant was granted, may teatec
upon exercise.
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

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

We hereby consent to the incorporation by referémdkis Registration Statement on Form SB-2/A @port dated February 7, 2006 included hereinHerttvo years ended
December 31, 2005 and the period from
January 22, 2003 (Inception) through December 8252

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

April 6, 2006

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



