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PART I  

ITEM 1. FINANCIAL STATEMENTS.  

PHARMAFRONTIERS CORP.  
(A Development Stage Company)  

 
CONSOLIDATED BALANCE SHEET  

March 31, 2005  
(unaudited)  

 

LIABILITIES AND STOCKHOLDERS' EQUITY  
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Current Assets 
  Cash                                                             $  1,711,098 
  Prepaid expenses                                                      129,310 
                                                                   -------------  
        Current assets                                                1,840,408 
 
Intangible assets, net of accumulated 
 amortization of $648,630                                            26,394,204 
Property & equipment, net of accumulated 
 depreciation of $205,762                                               348,892 
                                                                   -------------  
        Total Assets                                               $ 28,583,504 
                                                                   =============  

Current Liabilities 
  Accounts payable                                                 $    633,820 
  Accrued expenses                                                      466,230 
  Convertible notes, net of 
   unamortized discount of $4,222,514                                 1,902,345 
  Notes payable                                                       2,391,889 
                                                                   -------------  
        Total Current Liabilities                                     5,394,284 
                                                                   -------------  
 
Commitments and Contingencies                                                 - 
 
Stockholders' Equity 
  Convertible preferred stock, no par value, 
   10,000,000 shares authorized, none issued and ou tstanding                  - 
  Common stock, $.05 par value, 50,000,000 shares 
   authorized, 10,534,526 shares issued and outstan ding                 526,727 
  Additional paid in capital                                         31,156,464 
  Deficit accumulated during the development stage                   (8,493,971)  
                                                                   -------------  
        Total Stockholders' Equity                                   23,189,220 
                                                                   -------------  
        TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY                 $ 28,583,504 
                                                                   =============  



PHARMAFRONTIERS CORP.  
(A Development Stage Company)  

 
CONSOLIDATED STATEMENTS OF EXPENSES  

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

 
(unaudited)  
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                                             Three Months            Inception 
                                            Ended M arch 31,           Through 
                                        2005            2004      March 31, 2005  
                                    -------------   ------------   -------------  
 
General and administrative          $  1,625,030    $   512,411    $  4,833,319 
Research and development                 644,264              -       1,276,885 
                                    -------------   ------------   -------------  
  Net operating loss                  (2,269,294)      (512,411)     (6,110,204)  
 
Interest income                            6,930              -          12,922 
Other income                               2,444              -           4,823 
Interest expense                      (1,487,384)       (30,616)     (2,401,512)  
                                    -------------   ------------   -------------  
Net Loss                            $ (3,747,304)   $  (543,027)   $ (8,493,971)  
                                    =============   ============   =============  
 
Basic and diluted loss per share    $      (0.37)   $     (0.12) 
 
Weighted average shares 
 Outstanding                          10,224,456      4,376,771 



PHARMAFRONTIERS CORP.  
(A Development Stage Company)  

 
CONSOLIDATED STATEMENTS OF CASH FLOW  

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

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



PHARMAFRONTIERS CORP.  
(A Development Stage Company)  

 
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)  

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

 
(unaudited)  
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                                        Three          Three 
                                        Months         Months        Inception 
                                         Ended          Ended         through 
                                       March 31,      March 31,       March 31, 
                                         2005           2004            2005 
                                     ------------   ------------   -------------  
NON-CASH TRANSACTIONS 
  Issuance of common stock for 
   purchase of Opexa                 $         -    $         -    $ 23,750,000 
  Issuance of common stock to 
   Sportan shareholders                        -              -         147,733 
  Issuance of common stock for 
   University of Chicago license               -              -         427,075 
  Conversion of notes payable 
   to common stock                        34,751              -         283,121 
  Conversion of accrued liabilities 
   To common stock                        17,176              -          17,176 
  Conversion of accounts payable 
   to note payable                             -              -          93,364 
  Discount on convertible notes 
   relating to: 
   - warrants                          1,433,108              -        3,309,790  
   - beneficial conversion feature       831,945              -       1,715,974 
   - stock attached to notes             999,074              -       1,287,440 



PHARMAFRONTIERS CORP.  
(A Development Stage Company)  

NOTES TO FINANCIAL STATEMENTS  
(unaudited)  

NOTE 1 - BASIS OF PRESENTATION  

The accompanying unaudited interim financial statements of PharmaFrontiers Corp., ("Pharma"), (a development stage company), have been 
prepared in accordance with accounting principles generally accepted in the United States of America and the rules of the Securities and 
Exchange Commission ("SEC"), and should be read in conjunction with the audited financial statements and notes thereto contained in the 
Pharma's latest Annual Report filed with the SEC on Form 10-K. In the opinion of management, all adjustments, consisting of normal recurring 
adjustments, necessary for a fair presentation of financial position and the results of operations for the interim periods presented have been 
reflected herein. The results of operations for interim periods are not necessarily indicative of the results to be expected for the full year. Notes 
to the financial statements which would substantially duplicate the disclosure contained in the audited financial statements for the most recent 
fiscal year, 2004, as reported in Form 10-K, have been omitted.  

NOTE 2 - STOCK BASED COMPENSATION  

Pharma accounts for stock-based compensation under the intrinsic value method. Under this method, Pharma recognizes no compensation 
expense for stock options granted when the number of underlying shares is known and exercise price of the option is greater than or equal to 
the fair market value of the stock on the date of grant. The following table illustrates the effect on net loss and net loss per share if Pharma had 
applied the fair value provisions of FASB Statement No. 123, Accounting for Stock-Based Compensation, to stock-based employee 
compensation for the three ended March 31, 2005 and 2004:  
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                                                             Three Months 
                                                            ended March 31, 
                                                         2005            2004 
                                                     -------------   -----------  
 
Net loss as reported                                 $ (3,747,304)   $ (543,027)  
Add: stock based compensation 
     determined under 
     intrinsic value-based 
     method                                               355,400             - 
 
Less: stock based compensation 
      determined under fair 
      value based method                                 (453,024)            - 
                                                     -------------   -----------  
Pro forma net loss                                   $ (3,844,928)   $ (543,027)  
                                                     =============   ===========  
Basic and diluted net loss 
 per common share: 
 As reported                                         $      (0.37)   $    (0.12)  
 Pro forma                                                  (0.38)        (0.12)  



The weighted average fair value of the stock options granted during 2005 was $6.46. Variables used in the Black-Scholes option-pricing model 
include (1) 2% risk-free interest rate, (2) expected option life is the actual remaining life of the options as of each year end, (3) expected 
volatility is 110% and (4) zero expected dividends.  

NOTE 3 - THIRD PARTY CONVERTIBLE NOTES & STOCK PAYA BLE TO NOTE HOLDERS  

During the first quarter of 2005, Pharma issued convertible notes to investors totaling $2,896,884. A description of the notes is as follows:  

o Maturity: The notes mature on November 30, 2005, at which time the principal amount of the notes will be mandatorily convertible into 
shares of common stock at the conversion price (as described below).  

o Interest: Interest will accrue at a rate of 15% per annum. If Pharma completes an Equity Financing prior to November 30, 2005, interest will 
be converted to common stock using a conversion price of the weighted average gross offering price of Pharma's common stock or common 
stock equivalents issued in the Equity Financing. If no such Equity Financing occurs, the accrued interest is convertible at $3.00 per share.  

o Mandatory Exchange: In the event Pharma raises $10,000,000 in one or a series of transactions by selling common stock or common stock 
equivalents prior to the maturity of the notes ("Equity Financing"), the principal amount of the notes will by automatically exchanged for the 
same type of securities issued in the Equity Financing. The exchange will occur upon the closing of the Equity Financing. The conversion price 
used for the mandatory exchange will be equal to the weighted average gross offering price of the common stock or common stock equivalents 
sold in the Equity Financing. Pharma will pay accrued interest on the closing date in cash or shares of common stock valued at the common 
stock offering price of the Equity Financing.  

o Conversion and conversion price: In the event that there is no Equity Financing, the principal amount of the notes will automatically convert 
into common stock and Pharma will have the right to pay the accrued interest on notes in cash or with shares of common stock. The number of 
shares of common stock shall be determined by dividing the amount owed by $3.00. The conversion price may be adjusted from time to time 
upon the occurrence of certain specified events.  

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

o Warrants: If the notes are mandatorily exchanged for Pharma securities, Pharma will issue investors one-year warrants. The number of 
warrants issued will be determined by dividing the aggregate principal amount of the notes by the exercise price. The exercise price of the 
warrants will be equal to 50% of the weighted average gross offering price of the common stock or common stock equivalents issued in the 
Equity Financing. If there is no Equity Financing prior to the maturity of the notes, Pharma will issue note holders warrants identical to those 
issued upon a mandatory exchange, except that the exercise price shall equal the conversion price.  
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The proceeds from the notes have been discounted for the relative fair value of the warrants, the stock, and beneficial conversion feature. All 
discounts will be amortized over the life of the notes. 451,688 shares of stock from proceeds raised in the latter part of 2004 and in 2005 was 
issued to shareholders in March 2005. A summary of the notes is as follows:  

 

NOTE 4 - NOTES PAYABLE  

Notes payable to third parties consists of the following:  

 

NOTE 5 - COMMITMENT AND CONTINGENCIES  

After purchasing Opexa, Pharma assumed an eighteen-month operating lease from Opexa for a research facility. The lease commenced in June 
2003 and was due to expire in November 2004. Pharma extended the lease until March 31, 2005 and is continuing to operate under the terms of 
said lease until a final lease agreement is negotiated with the landlord. Negotiations for expanded lease space and a manufacturing facility build 
out are underway; monthly lease payment is yet to be determined. Pharma has the option to exercise two 5 year renewals extending the lease to 
March 31, 2010 and if the second option is exercised, extending the lease to March 31, 2015.  

NOTE 6 - EQUITY  

In March 2005, 451,688 shares of common stock with a relative fair value of $999,074 were issued to note holders as their additional shares for 
their subscription investment in Pharma. See note 4 for details. During February 2005, 23,000 shares of common stock were issued to note 
holders for the conversion of $51,927 of principal and interest from the notes.  
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                                                     Notes 
                                                    Payable 
                                                 -- -----------  
Gross proceeds from notes                        $  6,124,859 
Less: Relative fair value of stock 
       payable to note holders                     (1,287,440)  
Less: Relative value of warrants                   (3,215,618)  
Less: Beneficial conversion feature                (1,621,801)  
Add: Amortization of discounts                      1,902,345 
                                                 -- -----------  
Value of note on March 31, 2005                  $  1,902,345 
                                                 == ===========  

Note payable to the University of Chicago; 
 no interest; due earlier of Pharma raising 
 $10,000,000 in an Equity Financing or 
 October 30, 2005; secured by license            $  1,500,000 
 
Stock payable to the University of Chicago 
 equal to 2.6% of outstanding shares; 
 no interest; due later of Pharma raising 
 $10,000,000 in an Equity Financing or 
 November 30, 2005; secured by license                891,889 
                                                 -- -----------  
Total                                            $  2,391,889 
                                                 == ===========  



ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.  

Forward-Looking Statements  

Some of the statements contained in this report discuss future expectations, contain projections of results of operations or financial condition, 
or state other "forward-looking" information. The words "believe," "intend," "plan," "expect," "anticipate," "estimate," "project," "goal" and 
similar expressions identify such statement was made. These statements are subject to known and unknown risks, uncertainties, and other 
factors that could cause the actual results to differ materially from those contemplated by the statements. The forward-looking information is 
based on various factors and is derived using numerous assumptions. Factors that might cause or contribute to such a discrepancy include, but 
are not limited to the risks discussed in our other SEC filings. The Company does not promise to update forward-looking information to reflect 
actual results or changes in assumptions or other factors that could affect those statements. Future events and actual results could differ 
materially from those expressed in, contemplated by, or underlying such forward-looking statements.  

The following discussion and analysis of the Company's financial condition as of March 31, 2005, the Company's results of operations and 
cash flows should be read in conjunction with the Company's unaudited financial statements and notes thereto included elsewhere in this report 
and the audited financial statements and the notes thereto included in the Company's Form 10-K filed on April 15, 2005.  

General  

PharmaFrontiers Corp. is a biopharmaceutical company engaged in developing autologous personalized cell therapies. Our strategy is to 
develop and commercialize cell therapies to treat several major diseases including multiple sclerosis, cardiovascular diseases, and diabetes. We 
have an exclusive license to an individualized T cell therapy that is in FDA Phase I/II human dose ranging clinical trials to evaluate its safety 
and effectiveness in treating multiple sclerosis. We also have an exclusive license to a stem cell technology in which adult pluripotent stem 
cells are derived from monocytes obtained from the patient's own blood. We are initially pursuing indications in heart failure and Type I 
diabetes with our stem cell technology.  

Multiple Sclerosis Cell Therapy. Our multiple sclerosis cell therapy, Tovaxin(TM), is currently in Phase I/II studies. Tovaxin(TM) consists of 
modified autoreactive T cells. Multiple sclerosis is a result of a person's own T cells attacking the myelin sheath that coats the nerve cells of the 
central nervous system. These T cells, that attack a person's own body, are referred to as "autoreactive" T cells. In our treatment the T cells are 
taken from the patient, modified and returned to the patient. The modified T cells cause an immune response directed at the autoreactive T cells 
in the patient's body. This immune response reduces the level of autoreactive T cells and potentially allows the myelin sheath to be repaired. In 
addition, we are evaluating whether this technology will allow us to diagnose multiple sclerosis and determine the severity of the disease 
through an analysis of the level of autoreactive T cells in a patient's blood.  

Two clinical studies of Tovaxin(TM) have reached critical milestones:  

o In one study, a first group of 10 patients has been enrolled and received two doses of Tovaxin(TM) in a repeat treatment Phase I/II protocol. 
This protocol is designed to determine whether patients who received clinical benefit from T cell therapy in a previous study conducted at the 
Baylor College of Medicine can be safely and effectively re-treated with a second-generation T cell therapy. Six-month clinical results 
evaluating safety, tolerability and efficacy are expected to be available by the third quarter of 2005.  

o In the second study, a Phase I/II dose-escalating study designed to evaluate safety, tolerability and efficacy in 9 to 15 patients, 6 patients have 
completed the initial four dose injection series for two dosage levels and the 28-week portion of the study. One-year clinical results for the low 
and mid dose groups evaluating safety, tolerability, dosage timing and efficacy are expected to be available by the third quarter of 2005.  
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We intend to submit data from these two clinical studies to the FDA for approval to commence a pivotal Phase IIb study in the fourth quarter of 
2005.  

Stem Cell Technology. Our stem cell technology allows us to create adult pluripotent stem cells from monocytes isolated from blood drawn 
from the patient. We believe that these stem cells, if successfully developed, may provide the basis for therapies to treat a variety of diseases 
and conditions. We anticipate that our stem cell technology will have a significant competitive advantage over many of the other stem cell 
technologies. The peripheral blood monocytes, used by our technology to produce stem cells, have the advantage of being relatively abundant 
and easy and cost effective to obtain. Our technology does not have the collection and storage difficulties presented by umbilical cord blood or 
the controversial ethical and regulatory issues associated with embryonic stem cells. In addition, our technology is less difficult and less risky 
than collecting adult stem cells from tissues such as bone marrow, spinal fluid or adipose (fat) tissue. Furthermore, our stem cells are 
pluripotent, whereas other adult stem cells are not likely to be pluripotent.  

Our stem cell technology will also avoid rejection issues because it is autologous ("self"). This is as opposed to the embryonic, umbilical, and 
some adult stem cell technologies, which must be taken from one individual and given to another. Further, we believe our stem cell therapies 
will be regulated as autologous "manipulated" non-homologous use cell therapies. Thus, we use a person's own stem cells, and we therefore do 
not expect to encounter the same significant pre-clinical and clinical development regulatory hurdles that embryonic, umbilical, and some adult 
stem cells therapies are expected to face.  

Initially we are conducting pre-clinical research to develop stem cell therapies to treat heart failure and Type I diabetes. We plan to move 
expeditiously through pre-clinical development of our cardiac stem cell therapy and, if successful, initiate human testing as soon as possible.  

We believe that with our stem cell technology plus our additional technology related to the differentiation of stem cells into islet cells, we will 
be able to create insulin producing islet cells derived from the patient's own blood. We are currently conducting laboratory research and plan to 
move expeditiously through pre-clinical development of our diabetes stem cell therapy and, if successful, initiate human testing in 2006.  

Recent Reorganization and Acquisition  

The Company was incorporated in Texas in 1986 and originally engaged in businesses other than the biopharmaceutical business. These other 
business operations were terminated in February 2002. In May 2004, we entered the biopharmaceutical business by acquiring an entity that 
held rights to treatments using adult pluripotent stem cells derived from adult human peripheral blood, and in connection therewith we changed 
our name to our current corporate name. From an accounting standpoint, the subsidiary is deemed the acquirer in a reverse merger whereby the 
parent is deemed the survivor of the reorganization/reverse merger. As such, our financial statements are those of the subsidiary. In November 
2004, we acquired Opexa Pharmaceuticals, Inc., which holds rights to technology to diagnose and treat multiple sclerosis through modified 
autoreactive T cells.  

Critical Accounting Policies  

General. In December 2001, the SEC requested that companies discuss their most "critical accounting policies" in the Management's 
Discussion and Analysis section of their reports. The SEC indicated that a "critical accounting policy" is one that is important to the portrayal 
of a company's financial condition and operating results and requires management's most difficult, subjective or complex judgments, often as a 
result of the need to make estimates about the effects of matters that are inherently uncertain.  

We have identified the policies below as critical to our business operations and the understanding of our results of operations. The impact and 
any associated risks related to these policies on our business operations are discussed throughout this section where such policies affect our 
reported and expected financial results.  

Cash Equivalents. Highly liquid investments with original maturities of three months or less are considered cash equivalents. There were no 
cash equivalents as of March 31, 2005.  
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Long-lived Assets. Long-lived assets (i.e., intangible assets) are reviewed for impairment whenever events or changes in circumstances indicate 
that the net book value of the asset may not be recoverable. An impairment loss is recognized if the sum of the expected future cash flows 
(undiscounted and before interest) from the use of the asset is less than the net book value of the asset. Generally, the amount of the impairment 
loss is measured as the difference between the net book value of the asset and the estimated fair value of the related asset. In accordance with 
FAS 142, the Board authorized an impairment analysis as of December 31, 2004. The Company obtained a fairness opinion from an 
independent investment banking firm with respect to the Opexa acquisition. No impairment existed. Management does not believe any assets 
have been impaired at March 31, 2005.  

Intellectual Property. As of March 31, 2005, we had $26,394,204 of intellectual property, net of amortization, of which $23,991,128 resulted 
from the acquisition of Opexa Pharmaceuticals and $3,051,706 pertained to the consideration paid to the University of Chicago for the 
worldwide license to technology developed at Argonne National Laboratory. Of the $23,991,128 of acquired intangible assets, the full amount 
is assigned to an inseparable group of patents and licenses that cannot function independently by themselves. The weighted average useful life 
of the intangible group as of March 31, 2005 is approximately 16.5 years. The weighted average useful life of the University of Chicago license 
is 19 years. Accumulated amortization for the Intellectual Property as of March 31, 2005 is $648,630.  

Income Taxes. Income tax expense is based on reported earnings before income taxes. Deferred income taxes reflect the impact of temporary 
differences between assets and liabilities recognized for financial reporting purposes and such amounts recognized for tax purposes, and are 
measured by applying enacted tax rates in effect in years in which the differences are expected to reverse.  

Basic and Diluted Loss Per Share. Basic and diluted loss per share equals net loss divided by weighted average shares outstanding during the 
period. Diluted loss per share includes the impact of common stock equivalents using the treasury stock method when the effect is dilutive. 
There are no common stock equivalents as of March 31, 2005 that are dilutive.  

Use of Estimates in Financial Statement Preparation. The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates.  

Stock Options and Warrants. The Company accounts for non-cash stock-based compensation issued to non-employees in accordance with the 
provisions of 28 SFAS No. 123 and EITF No. 96-18, Accounting for Equity Investments That Are Issued to Non-Employees for Acquiring, or 
in Conjunction with Selling Goods or Services. Common stock issued to non-employees and consultants is based upon the value of the services 
received or the quoted market price, whichever value is more readily determinable. We account for stock options and warrants issued to 
employees under the intrinsic value method. Under this method, We recognize no compensation expense for stock options or warrants granted 
when the number of underlying shares is known and the exercise price of the option or warrant is greater than or equal to the fair market value 
of the stock on the date of grant.  

Recently Issued Accounting Pronouncements. We do not expect the adoption of recently issued accounting pronouncements to have a 
significant impact on their financial position, results of operations or cash flow.  

Results of Operations  

Three Months Ended March 31, 2005 Compared with Inception to March 31, 2004  

For purposes of this MD&A, we are comparing our three months ended March 31, 2005 with the financials from inception to March 31, 2004 
("Inception").  

Net Sales. We recorded no sales for the three months ended March 31, 2005 which resulted in no change from the same period in 2004.  
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General and Administrative Expenses. Our general and administrative expenses increased during the three months ended March 31, 2005, to 
$1,625,030 as compared to $512,411 from the same period in 2004. The increase in general and administrative expenses is due primarily to the 
start-up of operations which included the hiring of new personnel including employees and directors and scientific advisory board members. 
These individuals have agreements with the Company which provide for salary payments. The increase in operations is also attributable to the 
acquisition of Opexa Pharmaceuticals and the assumption of its operations. Also included are professional fees incurred from legal, accounting, 
and consulting services. Anticipated future expenses include expenses associated with the expansion of facilities.  

Research and Development Expenses. Research and development expense increased to $644,264 for the three months ended March 31, 2005, 
compared to $ -0 - from the same period in 2004. The increase is primarily related to the acquisition of Opexa Pharmaceuticals and the 
assumption of its operations and research and development programs, including its ongoing Phase I/II Clinical Trial for Tovaxin as well as the 
beginning of the Pre-Clinical Studies for our Cardiac and Diabetes Stem Cell Therapies. Also included are professional fees incurred from 
consulting services and legal fees to secure and expand our license patent claims. Anticipated future expenses include expenses associated with 
the expansion of the laboratory/manufacturing facilities.  

Interest Expense. Interest expense increased to $1,487,384 for the three months ended March 31, 2005, as compared to $30,616 from the same 
period in 2004. The increase is primarily related to the accrued interest on the convertible Notes. Interest will accrue at a rate of 15% per 
annum. The Notes are mandatorily exchangeable for securities at the earlier of an Equity Financing (as defined below) or upon maturity on 
November 30, 2005. The Notes and accrued interest are convertible at a purchase price equal to the weighted average gross offering price of 
the Company common stock or common stock equivalents issued in an Equity Financing. If no such Equity Financing occurs, the Notes and 
accrued interest are convertible at $3.00 per share. An Equity Financing is defined as a Company raise of at least $10,000,000 in one or a series 
of transactions of common stock or common stock equivalent securities prior to the maturity of the Notes. Interest will be paid in cash or at the 
option of the Company, in shares of common stock valued at $3.00 per share.  

Net loss. The Company had net loss for the three months ended March 31, 2005, of ($3,747,304), or ($0.37) per share (basic and diluted), 
compared with a net loss of ($543,027), or ($0.12) per share (basic and diluted), from the same period in 2004. The primary reason for the 
increase in net loss is due to the start-up of operations which included the hiring of new personnel including employees and directors and 
scientific advisory board members. These individuals have agreements with us which provide for salary payments. The increase in net loss is 
also attributable to the acquisition of Opexa Pharmaceuticals and the assumption of its operations and research and development programs. 
Also included are professional fees incurred from legal, accounting, and consulting services to secure and expand our license patent claims. 
Anticipated future expenses include research and development, professional and consulting fees, and expenses associated with the expansion of 
the office and laboratory/manufacturing facilities.  

Liquidity and Capital Resources  

Changes in cash flow. Cash used by operations for the three-month period increased from ($17,441) from the same period in 2004 to 
($1,910,588) for the three months ended March 31, 2005 due to the start-up of operations, acquisition of Opexa and the assumption of its 
operations and research and development programs, and professional fees incurred from legal, accounting, and consulting services. Cash used 
in investing activities was ($28,611) during the same period in 2004, as compared to cash used in investing activities of ($28,352) for the three 
months ending March 31, 2005. The decrease is primarily due to the purchase of laboratory equipment.  

Cash provided from financing activities was $107,500 from the same period in 2004, as compared to cash provided by financing activities for 
the three months ended March 31, 2005 of $2,798,046. The increase is a result of the proceeds from debt.  

Liquidity. Since our Inception, the Company has financed its operations from the sale of its debt and equity securities (including the issuance of 
its securities in exchange for goods and services). To date the Company has privately placed an aggregate principal amount of $6.1MM of 15% 
Notes, of which $2.9MM was raised during the quarter ended March 31, 2005. The Notes are mandatorily exchangeable for securities at the 
earlier of an Equity Financing or upon maturity on November 30, 2005. The Notes and accrued interest are convertible at a purchase price 
equal to the weighted average gross offering price of the Company common stock or common stock equivalents issued in an Equity Financing. 
If no such Equity Financing occurs by November 30, 2005, the Notes and accrued interest are convertible at $3.00 per share. As additional 
consideration for the purchase of these Notes, the Company issued to investors an aggregate of 612,688 shares of Company common stock and, 
upon the earlier of an Equity Financing or maturity of the Notes, each investor will receive a one-year warrant. The number of shares of 
common stock underlying the warrant each investor will be issued will be determined by dividing the aggregate principal amount of the Notes 
by the exercise price. The exercise price will be equal to 50% of the weighted average gross offering price of Company equity issued in an 
Equity Financing or, if there is no Equity Financing, $3.00.  
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As of March 31, 2005, the Company had cash of $1,711,098. We believe we have sufficient cash to fund current operations through June 2005. 
The Company's current burn rate in the first quarter of 2005 was $500,000 per month. As the operations of the Company ramp up, our burn rate 
is expected to increase in the second through the fourth quarters of 2005. The Company believes that we will need a minimum of $7,700,000 to 
fund our operations for fiscal 2005. This money will be used for research and development and for general and administrative expenses. The 
Company anticipates that it will need to engage in best efforts sales of its securities to raise needed working capital. Failure to raise necessary 
working capital will cause us to curtail operations.  

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK.  

Not Applicable.  

4. CONTROLS AND PROCEDURES  

(a) Evaluation of Disclosure Controls and Procedures.  

Management is responsible for establishing and maintaining adequate internal control over financial reporting for the Company. Our principal 
executive officer and principal financial officer, after evaluating the effectiveness of the Company's disclosure controls and procedures (as 
defined in the Securities Exchange Act of 1934 (Exchange Act) Rules 13a-15(e) and 15d-15(e)) as of March 31, 2005, have concluded that our 
disclosure controls and procedures are effective in providing reasonable assurance that information required to be disclosed by the Company in 
the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in 
the Commission's rules and forms.  

(b) Changes in Internal Control Over Financial Reporting.  

The management of the Company, with the participation of the principal executive officer and principal financial officer, has concluded there 
were no significant changes in the Company's internal controls over financial reporting that occurred during our last fiscal quarter that has 
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.  

PART II  
OTHER INFORMATION  

ITEM 1. LEGAL PROCEEDINGS.  

None.  

ITEM 2. CHANGE IN SECURITIES.  

Recent Sales of Unregistered Securities  

Set forth below is certain information concerning all issuances of securities by the Company during the fiscal quarter ended March 31, 2005 
that were not registered under the Securities Act.  
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In January 2005, the Company issued to a former director 20,000 shares of Common Stock for services rendered.  

In January 2005, the Company issued 3,000 shares of Common Stock in exchange for the repayment of debt.  

In January 2005, the Company issued to eight Opexa employees options to purchase 72,000 shares of Common Stock at an exercise price of 
$3.00 per share. One third of the options vest on the first anniversary date of the grant date, one third of the options vests on the second 
anniversary date of the grant date, and the remaining one third vests on the third anniversary of the grant date.  

In January 2005, the Company issued to a director an option to purchase 50,000 shares of Common Stock at an exercise price of $3.00 per 
share. One third of the option vested immediately on the grant date, one third vests on the first anniversary of the grant date, and the remaining 
one third vests on the second anniversary of the grant date.  

In January 2005, the Company issued to an officer an option to purchase 50,000 shares of Common Stock at an exercise price of $3.00 per 
share. One third of the option vested immediately on the grant date, one third vests on the first anniversary of the grant date, and the remaining 
one third vests on the second anniversary of the grant date.  

In January 2005, the Company issued to a consultant an option to purchase 25,000 shares of Common Stock at an exercise price of $3.00 per 
share. One third of the option vested immediately on the grant date, one third vests on the first anniversary of the grant date, and the remaining 
one third vests on the second anniversary of the grant date.  

In February 2005, the Company issued to a new employee an option to purchase 20,000 shares of Common Stock at an exercise price of $3.00 
per share. One third of the options vest on the first anniversary date of the grant date, one third of the option vests on the second anniversary 
date of the grant date, and the remaining one third vests on the third anniversary of the grant date.  

In February and March 2005, the Company issued 451,688 shares of Common Stock to ninety two accredited investors in connection with the 
funds raised in the quarters ending December 31, 2004 and March 31, 2005 from the convertible debt private placements.  

The above transactions were completed pursuant to Section 4(2) of the Securities Act and did not involve any public offering and were sold to 
a limited group of persons. Each recipient either received adequate information about the Company or had access, through employment or other 
relationships, to such information, and the Company determined that each recipient had such knowledge and experience in financial and 
business matters that they were able to evaluate the merits and risks of an investment in the Company.  

All sales of the Company's securities were made by officers of the Company who received no commission or other remuneration for the 
solicitation of any person in connection with the respective sales of securities described above. The recipients of securities represented their 
intention to acquire the securities for investment only and not with a view to or for sale in connection with any distribution thereof and 
appropriate legends were affixed to the share certificates and other instruments issued in such transactions.  

ITEM 3 DEFAULTS UPON SENIOR SECURITIES.  

None.  

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY  HOLDERS.  

None.  

ITEM 5. OTHER INFORMATION.  

None.  
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ITEM 6. EXHIBITS.  

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

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

Exhibit 32.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes- Oxley Act of 2002 (1)  

Exhibit 32.2 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes- Oxley Act of 2002 (1)  

(1) Filed herewith.  

SIGNATURES  

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant has caused this report to be signed on its behalf by the undersigned, 
thereunto duly authorized.  

PharmaFrontiers Corp.  
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By: /s/ David B. McWilliams 
--------------------------- 
David B. McWilliams, CEO 
 
 
By: /s/ C. William Rouse 
------------------------ 
C. William Rouse, CFO 
 
 
Date: May 9, 2005 



EXHIBIT 31.1  

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

I, David B. McWilliams, certify as Chief Executive Officer of PharmaFrontiers Corp. that:  

1. I have reviewed this quarterly report on Form 10-QSB of PharmaFrontiers Corp.  

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to 
the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
quarterly report;  

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;  

b. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

c. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent 
fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; 
and  

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing equivalent functions):  

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  

 
17  

By: /s/ David B. McWilliams 
--------------------------- 
David B. McWilliams, Chief Executive Officer 
 
 
Date: May 9, 2005 



EXHIBIT 31.2  

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

I, C. William Rouse, certify as Chief Financial Officer of PharmaFrontiers Corp. that:  

1. I have reviewed this quarterly report on Form 10-QSB of PharmaFrontiers Corp.  

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to 
the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
quarterly report;  

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;  

b. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

c. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent 
fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; 
and  

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing equivalent functions):  

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  
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By: /s/ C. William Rouse 
------------------------ 
C. William Rouse, Chief Financial Officer 
 
 
Date: May 9, 2005 



EXHIBIT 32.1  

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

Pursuant to 18 U.S.C. Section 1350, the undersigned Officer of PharmaFrontiers Corp. (the "Company"), hereby certifies, to such officer's 
knowledge, that the Company's Annual Report on Form 10-QSB for the quarter ended March 31, 2005 (the "Report") fully complies with the 
requirements of Section 13(a) or Section  
15(d), as applicable, of the Securities Exchange Act of 1934 and that the information contained in the Report fairly presents, in all material 
respects, the financial condition and results of operations of the Company.  
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/s/ DAVID B. MCWILLIAMS 
----------------------- 
David B. McWilliams 
President and Chief Executive Officer 
 
 
Date: May 9, 2005 



EXHIBIT 32.2  

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

Pursuant to 18 U.S.C. Section 1350, the undersigned Officer of PharmaFrontiers Corp. (the "Company"), hereby certifies, to such officer's 
knowledge, that the Company's Annual Report on Form 10-KSB for the quarter ended March 31, 2005 (the "Report") fully complies with the 
requirements of Section 13(a) or Section  
15(d), as applicable, of the Securities Exchange Act of 1934 and that the information contained in the Report fairly presents, in all material 
respects, the financial condition and results of operations of the Company.  
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/s/ C. WILLIAM ROUSE 
-------------------- 
C. William Rouse 
Chief Financial Officer 
 
 
Date: May 9, 2005 


