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File Pursuant to Rule 424(b)
Registration No. 333:3404¢

OPEXA T

XL

Prospectus Supplement No.2
to Prospectus dated June 29, 2006

Opexa Therapeutics, Inc.

7,113,720 Shares of Common Stock
We are supplementing the prospectus dated Jur20@8, to provide information contained in our:
Quarterly Report on Form 10-QSB for the third geagnded September 30, 2006

This Prospectus Supplement is not complete witremd, may not be delivered or utilized except inmamtion with, the Prospectus dated June 29, 200 respect to the ress
of the 7,113,720 shares of common stock, includimgamendments or supplements thereto.

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

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

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

The date of this Supplement is November 14, 2006
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OF 1934
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EXCHANGE ACT OF 1934
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FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS.

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

Assets

Current asset:
Cash and cash equivalel
Other current asse

Total current assets

Intangible assets, net of $3,121,293 and $1,8888atcumulated amortizatic
Property & equipment, net of $343,635 and $256 @f8&ccumulated depreciatic
Other asset

Total assets

Liabilities and Stockholders' Equity

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

Total current liabilities

Commitments and contingenci

Stockholders' equity
Convertible preferred stock, no par value, 10,000 $hare:
authorized, none issued and outstanding
Common stock, $0.50 par value, 100,000,000 shartb®@azed,
6,696,784 and 2,061,955 shares issued and outstandi
Additional paid in capita
Deficit accumulated during the development st

Total stockholders' equity

Total liabilities and stockholders' equ

PART |

(unaudited)

September 30, December 31,
2006 2005

$ 17,327,327 $ 2,560,66!
519,22: 182,52:

17,846,54 2,743,191
25,135,47 26,130,44
1,281,441 479,99¢

- 388,21(

$ 44,263,46.  $ 29,741,83
$ 1,070,57 $ 689,46°
112,44( -

202,89( 240,30¢

1,500,00t 1,500,00t

7,621,78! 6,761,65!
10,507,69 9,191,43:
3,348,35: 1,030,97
62,449,18 39,783,45
(32,041,75) (20,264,02)
33,755,77 20,550,40

$ 44,263,46.  $ 29,741,83




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

Operating los:

Interest incom«
Other income
Gain (loss) on derivative liabilit

Interest expens
Other expens

Net loss

Basic and diluted loss per sh:

Weighted average shares outstanc

OPEXA THERAPEUTICS,

INC.

(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF EXPENSES
Three and Nine Months ended September 30, 2006 a2605 and the
Period from January 22, 2003 (Inception) to Septendr 30, 2006

(unaudited)
Three Months Three Months Nine Months Nine Months Inception
Ended Ended Ended Ended through
September 30, September 30, September 30, September 30, September 30,
2006 2005 2006 2005 2006
$ 1,430,50" $ 2,324,221 $ 5,676,22. $ 5,789,97. $ 6,879,73
462,09¢ 438,59¢ 1,354,87: 1,302,64. 3,354,90:
2,113,87: 622,31: 4,407,241 1,877,78 16,765,12
2,01t - 2,371 - 482,30¢
(4,008,49) (3,385,13) (11,440,71) (8,970,40) (27,482,07)
259,14: 31,56¢ 477,54° 50,47 565,46¢
- 11,95¢ 46,45( 21,90¢ 77,00¢
2,418,07: - (860,13() - 3,036,71.
(276) (1,385,23) (891) (7,323,57) (8,238,87))
- - - (296) -
$ (1,331,55) $ (4,726,84) $  (11,777,73) $  (16,221,89) $  (32,041,75)
$ (0.20 $ (2.3) $ (2.39) $ (11.61) N/A
6,696,78: 2,048,28: 4,950,86. 1,397,33. N/A




OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Nine Months ended September 30, 2006 and 2005 arbt
Period from January 22, 2003 (Inception) to Septendr 30, 2006

(unaudited)
Nine Months Nine Months Inception
Ended Ended through
September 30, September 30, September 30,
2006 2005 2006

Cash flows from operating activitit
Net loss $ (21,777,73) $ (16,221,89) $ (32,041,75)
Adjustments to reconcile net loss to net ¢
used in operating activitie

Stock issued for services 180,00( 999,40( 2,041,401
Stock issued for debt in excess of principal - 109,07( 109,07(
Amortization of discount on notes payable due
to warrants and beneficial conversion feature - 5,516,63! 6,313,20!
Amortization of intangible assets 1,232,40. 1,227,85! 3,121,29:
(Gain) loss on derivative liability 860,13( - (3,036,71)
Depreciation 122,46¢ 74,79: 233,60°
Debt financing costs - - 365,91(
Option and warrant expense 3,649,58: 3,908,04. 8,634,54!
Loss on disposition of fixed assets 2,371 - 482,30¢
Changes in
Accounts payable 381,11( (141,86¢) 466,27"
Prepaid expenses (387,21) (75,619 (514,35)
Accrued expenses (37,419 38,16¢ 17,56:
Other assets - - (388,21()
Net cash used in operating activit (5,774,29) (4,565,41) (14,195,85)

Cash flows from investing activitie

Purchase of license (125,000 - (357,74
Purchase of property & equipme (487,56) (77,519 (919,474
Net cash used in investing activiti (612,56 (77,519 (1,277,21)

Cash flows from financing activitie

Common stock sold for cash, net of offering ct 21,153,52 5,305,98! 26,509,73
Common stock repurchased and canc - - (325
Proceeds from del = 2,896,88! 6,354,59:
Repayments on notes paya - (58,614 (63,614
Net cash provided by financing activiti 21,153,52 8,144,26! 32,800,38
Net change in cas 14,766,65. 3,501,32! 17,327,32
Cash at beginning of peric 2,560,661 851,99: -
Cash at end of peric $ 17,327,32  $ 435331 $ 17,327,32

Cash paid for
Income tax $ -8 -8 -
Interest - - 42¢




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

- warrants

- beneficial conversion featu

- stock attached to not
Fair value of derivative instrume
Stock payable

112,44(

1,868,38:
525,51
6,159,61!
17,17¢

1,433,10:i
831,94!
999,07«

$

23,750,00
147,73
2,295,45!
525,51
180,00(
6,407,98I
17,17¢
93,36¢

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




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

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited interim financial staets of Opexa Therapeutics, a development stagpamynhave been prepared in accordance with adoguptinciples
generally accepted in the United States of Ameaiwdi the rules of the Securities and Exchange Cosionisind should be read in conjunction with theitaddinancial
statements and notes thereto contained in Opexi@stlAnnual Report filed with the SEC on Form 18B£A. In the opinion of management, all adjustmeotsisisting of
normal recurring adjustments, necessary for gof@isentation of financial position and the resaftsperations for the interim periods presentedehasen reflected herein. The
results of operations for interim periods are retessarily indicative of the results to be expe@tedhe full year. Notes to the financial statetsethat would substantially
duplicate the disclosure contained in the auditeahcial statements for the most recent fiscal ysareported in Form 10-KSB/A, have been omitted.

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

NOTE 2 - STOCK BASED COMPENSATION

On January 1, 2006, Opexa began recording compensatpense associated with stock options and détiners of equity compensation in accordance witteShent of

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

The following table illustrates the effect on ne$$ and net loss per share if Opexa had appliefhihealue provisions of FASB Statement No. 123tick-based employee
compensation prior to January 1, 2006:

Three Nine
Months Months Inception
Ended Ended Through
September 30, September 30, September 30,
2005 2005 2006
Net loss as reporte $ (4,726,84) $ (16,221,89) $ (32,041,75)
Add: stock based
compensation determined under
intrinsic value based method 1,166,50: 1,900,801 2,611,07.
Less: stock based
compensation determined under
fair value based method (2,388,99) (3,303,73) (4,417,37)
Pro forma net loss $ (5,949,34) $ (17,624,81) $ (33,848,06)
Basic and diluted
Net loss per common share:
As reported $ 231 $ (11.69) N/A
Pro forma $ (290 $ (12.67) N/A




NOTE 3 - CASH AND CASH EQUIVALENTS

Opexa considers all highly liquid investments wéthoriginal maturity of three months or less, wpenchased, to be cash equivalents. Investmentsmathrities in excess of
three months but less than one year are classifieshort-term investments and are stated at fakehaalue.

The primary objectives for our fixed income investrhportfolio are liquidity and safety of principsthvestments are made with the objective of aéhgethe highest rate of
return consistent with these two objectives. Opgxaestment policy limits investments to certaipes of instruments issued by institutions prinyanlth investment grade
credit ratings and places restrictions on matwiéied concentration by type and issuer.

At September 30, 2006, Opexa invested $12.9 millioin A-1/P-1 commercial paper with an averageketyield of 5.39% and average time to maturityl &2 months. At
September 30, 2006 $4.4 million was invested irbaey market account with an average yield of 5.14f&rest income of $259,141 and $477,547 was mazed for the three
and nine months ended September 30, 2006 in treptidated statements of expenses.

NOTE 4 - INTANGIBLES

In January 2006, Opexa acquired an exclusive wadecense for the intellectual property rightslaesearch results of an autologous T cell vadtneneumatoid arthritis
from the Shanghai Institute for Biological Scien€hjna Academy of Science of the People’s Repudflichina. In exchange for a payment of $125,000a@mndgreed running
royalty from the sale of commercialized productpega receives all information and data relatedltoliaical trials on all patient controls and pextis with rheumatoid arthritis
with the T cell vaccine. This includes all clinicakll procurement and manufacturing protocols, glete patient data sheets, all laboratory matenaéthods and results and
manufacturing records and documents and any otitarrdlated to the intellectual property. The frayment under the license occurred in April 20p6ruthe delivery of
materials pursuant to the terms of the licensingagent. Opexa amortizes this intangible assetits/éfe of 20 years and as of September 30, 2B@6ntangible asset had an
unamortized balance of $121,874.

NOTE 5 - COMMITMENTS

In September 2006, Opexa hired PharmaNet, LLC ntract research organization focused on managingalenervous system trials, replacing the Letfdntent (“LOI")
entered into in April 2006. PharmaNet, LLC will pide Opexa with services in connection with its &h#b clinical trial. An initial payment of $40M0 was made to
PharmaNet, LLC in April 2006, representing an agpmate three months average of the total anticibateject cost. An additional $235,000 payment masle in October
representing an advance of pass through costs wihikche credited against the final costs of thedst

NOTE 6 - EQUITY
In March 2006, 34,749 shares of common stock wemeeid in settlement of an outstanding accountshewéd $180,000.
Private Placement Offering

In April 2006 , Opexa closed a financing transatiio which Opexa issued 4,600,000 shares of itsneomstock and warrants to purchase 2,300,000 sb&f@gexa’s common
stock for $23,000,000 to certain institutional @edredited investors. The warrants expire in figarg, and are exercisable at $6.50 per share. Gpexihe right to call the
warrants commencing on June 29, 2007, if the cipbid price per share of Opexa’s common stock expiaéxceeds $13.00 for twenty consecutive traday in which the
daily average trading volume of the common stockt ieast 20,000 shares. Additionally, if a resatgstration statement is not effective for anyigeafter April 13, 2007, the
warrant holders may exercise their warrants onsleas basis during the period the resale reg@mtratatement is not effective. If Opexa fails taimain effectiveness of
registration of shares underlying the warrants slrates, they are required to make certain liquitldéenage payments of 1.5% of the offering per mémtlevery month in
default with a maximum of 24%. The 2,300,000 watsdrad a relative fair value of $11,729,982.

In connection with this transaction, Opexa paid possions and fees of $1,758,350 and issued threrewarrants with a relative fair value of $1,110 1t purchase an
aggregate of 213,720 shares of common stock atengise price of $5.00 per share. These warrastsaircallable and have a cashless exercise option.




As a result of this transaction, the exercise ppieeshare of the Series B warrants was reduc2®0 and the number of shares into which suchants can be exercised
increased to 603,737, and the exercise purchasshpee of the Series C warrants decreased to $a3@d€he number of shares into which such warreamsbe exercised
increased to 1,110,548. The change in exercise prid number of warrants was accounted for inahievéllue adjustment as of September 30, 2006hfomiarrant derivatives.
The Series B Warrants expired on October 17, 20@&ercised (See note 8).

NOTE 7 - OPTIONS AND WARRANTS
In February 2006, the series A warrants expire@r&lwere no options or warrants issued during tizetgr ended March 31, 2006.

During the second quarter of 2006, Opexa issueébif@mving options:
- 372,260 options at a fair value of $2,991,847 asdand quarter expense of $427,151 and a thindeguexpense of $315,311 to management and emoybe
options are for a term of ten years and at an &eprice ranging from $5.80 to $9.50. These ojgticest from one to three years.

During the second quarter of 2006, Opexa issuebif@ving warrants:
- 2,300,000 warrants to investors in connection withApril 2006 Transaction. The warrants are ftgran of five years and at an exercise price of @6These
warrants have a relative fair value of $11,729,98®%se options vest from one to three years.
- 213,720 warrants to brokers in connection withAlpeil 2006 Transaction. The warrants are for a tefrthree years and at an exercise price of $3.66se warrants
have a relative fair value of $1,111,150.
- 155,000 warrants at a fair value of $1,484,000asdcond quarter expense of $686,429 and thirdeyuamense of $123,643 to consultants, directotsexiting
directors. The warrants are for a term of ten yaacsat an exercise price ranging from $5.20 t89These options vest from one to three years.

During the third quarter of 2006, Opexa issuedftfiewing options:
- 16,900 options to employees at a fair value of $33% and a third quarter expense of $1,866. Thempare for a term of ten years and at an exeprise ranging
from $7.09 to $8.25. These options vest in thregse

During the third quarter of 2006, Opexa issuedftfiewing warrants:
- 1,500 warrants at a fair value of $12,375 and ral thuarter expense of $516 to a consultant. Theants are for a term of ten years and at an exeprise of $8.25.
This option vests in one year from the grant date.

NOTE 8 - DERIVATIVE INSTRUMENTS

In September 2006, Opexa evaluated the applicafi®@FAS 133 and EITF 00-19 for all of its financiastruments and identified the following finandastruments as
derivatives:

(1) Series A Warrants issued in conjunction with binidge note exchange and private placement offsrin June and July 2005 (which expired on Felgridr 2006).
(2) Series B Warrants issued in conjunction with thidge note exchange and private placement offerin June and July 2005. (which expired on Oat&ize2006).
(3) Series C Warrants issued in conjunction withllidge note exchange and private placement onfferin June and July 2005.

These three series of warrants are derivativesusedhe liquidated damage provision in the redismmaights agreement covering each warrant reguitéhe conclusion that it
was more economic to issue registered shares ¢thigaue unregistered shares and pay the penaltpuBe issuing registered shares is outside of Gpeaatrol, Opexa
concluded the warrants should be accounted foeagalive liabilities under SFAS 133 and EITF 00-19

As a result, Opexa reports the value of these dtvies as current liabilities in its balance shaeet report changes in the value of these derivatigenon-operating gains or
losses in its statements of operations. The vaitieeoderivatives is required to be remeasured quaaterly basis, and is based on the Black Schiieing Model.

Variables used in the Black-Scholes option-prigimedel include (1) 4.62% risk-free interest ratg,g2pected warrant life is the actual remaining 6f the warrants as of each
period end, (3) expected volatility is 486% andZd)o expected dividends.




The impact of the application of SFAS 133 and EODF19 on the balance sheets and statements oftigmeras of December 31, 2005 and for the threetinscend nine months
ended September 30, 2006 and from inception thr@egitember 30, 2006 is as follows:

Gain(Loss) Gain(Loss) Gain(Loss)
Three months Nine months Inception
As of ended ended Through
As of 12/31/200! 9/30/200€ 9/30/200€ 9/30/200€ 9/30/200€
Series A Warrant $ -3 -$ -$ - $ 332,440.0
Series B Warrant 264,95 - 5,39¢ 264,95° 905,84(
Series C Warran 6,496,69! 7,621,78! 2,412,68! (1,125,08) 1,798,43|
Totals $ 6,761,65! $ 7,621,78' $ 2,418,07! $ (860,130 $ 3,036,71!

The warrants from the April 2006 financing wereastined to qualify for equity treatment under SFEE and EITF 00-19. Nothing in the warrant agreemequired cash
settlement or allowed for the possibility of casittlement including the impact of the liquidatesndegyes penalty under the registration rights agreentevas determined as of
the issue date and September 30, 2006 that it veas etonomic to issue unregistered shares anchpgyenalty than to issue registered shares. Thagamts will be
reevaluated at each balance sheet date to detewhgt@er equity classification is still appropriate

NOTE 9 - SUBSEQUENT EVENTS
The Series B Warrant issued to investors in conoreetith the bridge note exchange and private ptea# offerings in June and July of 2005 expiredatober 17, 2006.

In October 2006, Opexa amended that certain AmeadddRestated License Agreement, dated Decemb&08@, with the University of Chicago with respeztertain
payment obligations of Opexa, as follows: (i) artdder 30, 2006 $1,500,000 cash payment obligatias extended until April 30, 2007; and (ii) the ghlion to issue 21,623
shares of Opexa’s common stock issuable was exdamatd April 30, 2007, with $112,440 accrued ap&enber 30, 2006.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS

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

Forward-Looking Statements

Some of the statements contained in this repocudis future expectations, contain projections sfilis of operations or financial condition, or stather “forwardeoking”
information. The words "believe," "i plarigxpect,” "anticipate," "estimate," "project," '@t and similar expressions identify such statenveag made. These statem:

intend,
are subject to known and unknown risks, uncertsntand other factors that could cause the actsalts to differ materially from those contemplatgdthe statements. T
forward4ooking information is based on various factors @derived using numerous assumptions. Factotsight cause or contribute to such a discrepanclude, but ar
not limited to the risks discussed in this and atlner SEC filings. We do not promise to update fmdooking information to reflect actual results omaciges in assumptions
other factors that could affect those statemenisurE events and actual results could differ maligrirom those expressed in, contemplated by, ratenlying such forward-
looking statements.

The following discussion and analysis of our finahcondition is as of September 30, 2006. Ourltes:f operations and cash flows should be reamijunction with our
unaudited financial statements and notes theretaded elsewhere in this report and the auditeahiimal statements and the notes thereto includedrifrform 10KSB/A for the
year ended December 31, 20

10




Business Overview

Opexa is a biotechnology company engaged in deigogutologous personalized cellular therapies.ofagfous therapies use cells or other materials fitoenpatient
own body to create treatments for the patient, iresenting rejection complications that result whi®reign” or “non-self’cells are introduced into a patient. Our strategyic
develop and commercialize cell therapies to treaesal major illnesses, including multiple scleso@¥1S), rheumatoid arthritis (RA) and diabetes. Séhtéherapies are basec
our proprietary T-cell vaccination (TCV) and steell technologies.

The Company has an exclusive license from BayldteGe of Medicine to an individualized dell therapy that is in FDA Phase Ilb clinical tsi#o evaluate its safety a
effectiveness in treating multiple sclerosis. Owidtiple sclerosis cell therapy, Tovaxin™ , is a @lkdbased therapeutic vaccine that offers a uniquepansbnalized approach
treating the disease. Tovaxin™ consists of modifiatbreactive T-cells. Multiple sclerosis is a tesfi a person’s own Tells attacking the myelin sheath that coats thee
cells of the central nervous system. These T-ciid, attack a person’s own body, are referredsttaatoreactive” T-cells. In our treatment thecdlls are taken from the patie
modified and returned to the patient. The modifiecells cause an immune response directed at tiogemetive T-cells in the patient’s body.

We also hold exclusive worldwide license for theellectual property rights and research resultarofiutologous Tell vaccine for RA from the Shanghai Instituteg
Biological Sciences (SIBS), Chinese Academy of Smés of the People's Republic of China.

Opexa’s RA T-cell vaccination (TCV) technology isnceptually similar to Tovaxin. RA is an autoimmuheell-mediated disease in which pathogenicells trigger a
inflammatory autoimmune response of the synovialtgoof the wrists, shoulders, knees, ankles aatvidich causes pain, stiffness, and swelling addhe joints. The RA TC
technology allows the isolation of these pathogdniells from synovial fluid drawn from a patieite expand and modify these T-cells in our labosatdhe modified Teells
are injected subcutaneously into patients theretyding an immune response directed at the patihogecells in the patiens body. This immune response reduces the le!
pathogenic T-cells and potentially allows the redurcof joint swelling in RA patients. Human trialsat have been conducted in China show minima-sffects and promisir
efficacy measured as a reduction of joint swelfmlgpwing the T-cell vaccination.

We also have an exclusive license to a stem agihigogy in which adult multipotent stem cells degived from monocytes obtained from the pat®oivn blood. We a
initially pursuing indications in Type | diabetedtlvour stem cell therapy and are conducting anshadies.

The Company’s stem cell technology isolates noveltipotent stem cells derived from peripheral blondnocytesin vitro experiments with monocytderived stem cel
(MDSC) have shown their capacity to differentiattoia wide variety of cell types including pancrefitcells. We have demonstrated that these pancreatgis iclusters derivi
from MDSCs are composed of all three pancreatits ¢gpes (o, B andd ), these clusters are responsive to glucose andcsiitine normal pulsalite pattern observed in hi
islets. The importance of these stem cells is the abibitgasily isolate them from an individuslcirculating monocytes, expand them and admintsem back into the sar
patient. This autologous approach provides a metbodvercome any rejection issues and the neednforunosuppressant drugs which are often associaitd curren
transplantations. This technology may lead to tre&tion of an unlimited sour ce pfcells suitable for an autologous cell therapytfer treatment of Type | diabetes mellitus.

Organizational History

We were incorporated in Texas in 1991 and in Ma@420ve entered the biopharmaceutical business fuiig an entity that held rights to treatmenténgsadul
multipotent stem cells derived from adult humarigieeral blood, and in connection therewith we cleghgur name to PharmaFrontiers Corp. From an atiogustandpoint, tr
subsidiary is deemed the acquirer in a reverse enavhereby the parent is deemed the survivor ofébeganization/reverse merger. As such, our firrstatements are thc
of the subsidiary. In November 2004, we acquirecex@pPharmaceuticals, Inc. which holds rights tdwnetogy to diagnose and treat multiple sclerosieugh modifie(
autoreactive T-cells. In June 2006 we changed aorento Opexa Therapeutics, Inc. from PharmaFranGerp.

Critical Accounting Policies

General

The consolidated financial statements and noteseaonsolidated financial statements contain mftdion that is pertinent to this managememiiscussion and analy:
The preparation of financial statements in conftymiith accounting principles generally acceptedhie United States requires management to makaatss and assumptic
that affect the reported amounts of assets anditie® and disclosure of any contingent assets latillities. Management believes these accountiolicies involve judgmel
due to the sensitivity of the methods, assumptiEmd estimates necessary in determining the reksedt and liability amounts. Management believésd exercised prog
judgment in determining these estimates based@fettts and circumstances available to it at time the estimates were made. The significant acoaupblicies are describ
in our financial statements.
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Long-lived assets

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

Intellectual Property

As of September 30, 2006, we had $25,135,478 efléutual property, accumulated amortization of1®3,293, $23,991,167 of which resulted from theuéition of
Opexa, $4,028,204 which pertained to the consitgrgiaid or accrued to date to the University ofic@go for the worldwide license to technology depeld at Argonr
National Laboratory, $112,400 stock payable to Whmversity of Chicago accrued at September 30, 2@0¢21,623 sharesand $125,000 paid to the Shanghai Institute
Biological Science, China Academy of Science of Beople’s Republic of China whereby it acquieed exclusive worldwide license for the intellectpabperty rights ar
research results of an autologous T cell vaccinetfeumatoid arthritis. Of the $23,991,167 of acediintangible assets, the full amount is assigneah inseparable group
patents and licenses that cannot function indepelydby themselves. The weighted average usefeldif the intangible group as of September 30, 28Cpproximately 1
years. The weighted average useful life of the ®rsity of Chicago license as of September 30, 2006 years

Accounting for Derivative | nstruments

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

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

In September 2000, the Emerging Issues Task Femeed EITF 0@9, "Accounting for Derivative Financial Instrumerindexed to and Potentially Settled il
Company's Own Stock, which requires freestandingtraects that are settled in a company's own stowtuding common stock warrants, to be designatedma equit
instrument, asset or a liability. Under the promis of EITF 0019, a contract designated as an asset or a liahilitst be carried at fair value on a company'siza@asheet, wit
any changes in fair value recorded in the comparggsits of operations. A contract designated agauity instrument must be included within equignd no fair valu
adjustments are required. In accordance with EITRA® in June 2006, we determined that certain oudiétg warrants to purchase our common stock shbaldeparate
accounted for as liabilities.

We have evaluated the provisions of the registnatights agreement that require us to pay registratelay payments in combination with the finaha@strumen
and concluded that the combined instrument meetdéfinition of a derivative under SFAS 133.

The EITF recently deliberated the impact of liquethdamages clauses in registration rights agretsnaenl the effect on accounting and classificatibimstrument
subject to the scope of EITF 00-19 in EITF 0530 Effect of a Liquidated Damages Clause on a $teeeling Financial Instrument Subject to Issue 0®19.The EITF ha
not reached a consensus on this issue and hasetkfliberation until the FASB addresses certaiestjons which could impact a conclusion on thisiés Specifically, EIT
05-04 presents alternative views on whether the ligteid damages provisions in registration rightsements should be combined with or treated sepsriteh the associat:
financial instrument. As discussed above, we viker registration rights agreement and the finariostrtument as one combined freestanding instrumétite EITF were t
adopt the view that the registration rights agresmsbould be viewed as a separate instrument frenfinancial instrument, we may have to accounafttitional derivatives.
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We determined certain warrants to purchase our camstock are derivatives that we are required tmact for as liabilities in our financial statem&nfs a resul
we report the value of these derivatives as cuiliabilities on our balance sheet and we reporingea in the value of these derivatives as operating gains or losses on
statement of expenses. The value of the derivat&zesquired to be remeasured on a quarterly basis,is largely based on the market value of ommrnon stock. Due to tl
nature of the required calculations and the langmbver of shares of our common stock involved irhstedculations, changes in our common stock prieg mnesult in significar
changes in the value of the derivatives and reguigjains and losses on our statement of expefibesaggregate balance sheet amount shown for tersetive liabilitie:
increased from $6,761,655 on December 31, 2005 623,785 on September 30, 2006, resulting in & ¢6s$860,130 in the statements of expenses fonitiee months end:
September 30, 2006.

Results of Operations and Financial Condition
Three Months Ended September 30, 2006 Comparedtveithhree Months Ended September 30, 2005
Net SalesWe recorded no sales for the three months ende@i®bpr 30, 2006 and 2005.

General and Administrative ExpensesOur general and administrative expenses decreas@jdhe three months ended September 30, 2008l,480,507 as compal
to $2,324,228 from the same period in 2005. Theedese in general and administrative expenses ipduerily to the decrease in stoblesed compensation expense. In Jar
1, 2006, we adopted Statement of Financial Accognstandards No. 123 (revised 2004), “Share-BasgdnEnt,” (“SFAS 123R")which requires the measurement
recognition of compensation expense for all shesed payment awards made to our employees ardadgéncluding stock options and restricted stbaked on estimated f
values. We elected to adopt the modified prospectransition method as provided by SFAS 123R andpraingly, prior year results have not be resta®ckbaser
compensation expense recognized under SFAS 123Redhree months ended September 30, 2006 was8E19

Research and Development Expensefesearch and development expense increased to3$&781for the three months ended September 30,,28@@pared t
$622,311for the same period in 2005. The incrempeimarily related to the initiation of the TovaxPhase IIb clinical trial and a higher allocatirfacilities and overhead co
to research and development due to increased gevelt activities.

Interest Expense.Interest expense was $278 for the three monthsdeBdptember 30, 2006 compared to $1,385,234 fosdhee period in 2005. Interest expense di
2005 was due to notes payable that were outstanlliigg the second quarter of 2005 which were sylesatly converted into equity in June 2005, resglin acceleration of tl
amortization of the discount related to the notes.

Interest Income. Interest income was $259,141 for the three montide@ September 30, 2006 compared to $31,565 fosaime period in 2005. The increase was d
the investment of the cash proceeds from the 2806 offering in cash equivalent investments .

Gain (loss) on derivative instruments liabilitiesnet. We recognized a gain on derivative instruments2p4$8,078 for the three months ended Septembe2(®®. Thi:
gain is a result of the net unrealized (non-cablange in the fair value of our derivative instrumigbilities related to certain warrants.

Net loss.We had a net loss for the three months ended Septed®, 2006, of $1,331,557, or $.20 per shareidlzasl diluted), compared with a net loss of $4,828, o
$2.31 per share (basic and diluted), for the saenegin 2005. The decrease in net loss is priyatiie to the decrease in stdoksed compensation expense and interest ex
and the gain on derivative instruments.

Nine Months Ende8eptembeB0, 2006 Compared with the Nine Months En8egdtembeB0, 2005
Net SalesWe recorded no sales for the nine months ended®éetr 30, 2006 and 2005.

General and Administrative ExpensesOur general and administrative expenses decreasatjdhe nine months ended September 30, 20085,876,221 as compai
to $5,789,973 from the same period in 2005. Theedse in general and administrative expenses ipdwerily to the decrease in stoblesed compensation expense. In Jar
1, 2006, we adopted Statement of Financial Accognftandards No. 123 (revised 2004), “Share-BassdnEnt,” (“SFAS 123R")which requires the measurement
recognition of compensation expense for all shesed payment awards made to our employees ardadgéncluding stock options and restricted stbaked on estimated f
values. We elected to adopt the modified prospectransition method as provided by SFAS 123R andpraingly, prior year results have not be resta®ckbaser
compensation expense recognized under SFAS 123Rearine months ended September 30, 2006 was %3831

Research and Development ExpenseResearch and development expense increased to7$2440for the nine months ended September 30, 2@P6pared to $1,877,7
for the same period in 2005. The increase is pilyneglated to the initiation of the Phase Ilb otial trial and a higher allocation of facilitiescanverhead costs to research
development due to increased development activities
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Interest Expense.Interest expense was $891 for the nine months eSéptember 30, 2006 compared to $7,323,573 fosdhee period in 2005. Interest expense di
2005 was due to notes payable that were outstamtliigg 2005 which were subsequently converted égpoity in June 2005, resulting in acceleratiothef amortization of tt
discount related to the notes.

Interest Income. Interest income was $477,547 for the nine montltedrSeptember 30, 2006 compared to $50,474 fosatre period in 2005. The increase was d
the investment of the cash proceeds from the 2006 offering in cash equivalent investments.

Gain (loss) on derivative instruments liabilities,net. We recognized a loss on derivative instruments8&0$130 for the nine months ended September 305. Zls
loss is a result of the net unrealized (non-cakhjge in the fair value of our derivative instrumigbilities related to certain warrants.

Net loss.We had a net loss for the nine months ended Sejtedih 2006, of $11,777,735, or $2.38 per sharsi¢kand diluted), compared with a net loss of $26,294
or $11.61 per share (basic and diluted), for teesgeriod in 2005. The decrease in net loss isgriyndue to the decrease in stdo#tised compensation expense and int
expense and the gain on derivative instruments.

Recent Financing

In April 2006, we sold 4,600,000 common shares and warrantsrtthpse 2,300,000 common shares for $23,000,00€rtain institutional and accredited invest
The warrants expire in five years and are exertgsab$6.50 per share. We have the right to caliviarrants commencing on June 29, 2007, if thergosid price per share
our common stock equals or exceeds $13.00 for ywennsecutive trading days in which the daily agerarading volume of the common stock is at le@0@0 share
Additionally, if a resale registration statemennt effective for any period after April 13, 20GFen the warrant holders may exercise their wésran a cashless basis dul
the period the resale registration statement ieffettive. If we fail to maintain effectivenessrefistration of shares underlying the warrants strates, we are required to m
certain liquidated damage payments of 1.5% of ffexiag per month for every month in default wittmaximum of 24% of the aggregate amount invested.

Liquidity and Capital Resources

Changes in cash flowCash used in operations for the nine month penatbé Septembe30, 2006 increased from $4,565,416 for the samegén 2005 to $5,884,956. T
increase in cash used in operations is primarily tuthe increased research and development expessifor the Tovaxin Phase lIb trial. Cash usemhvesting activities for tt
nine month period ended SeptemB&; 2006 increased from $77,519 in the same perfdD05 to $501,910. The increase was due to tlemdie payment made to Shan
Institute related to the license obtained during pleriod for its Rheumatoid Arthritis dell technology and the purchase of laboratory mgent. Cash provided from financ
activities for the nine month period ended Septar80e2006 was $21,153,520 as compared to $8,1440260e same period of 2005. The increase was @pedceeds from tt
April 2006 equity financing.

Historically, we have financed our operations prifigefrom the sale of debt and equity securitidss of September 30, 2006, we had cash of $17,387@38ar current bui
rate is approximately $1 million per month excluglicapital expenditures. As a result of the ApriD@Ginancing, we believe have sufficient workingital to fund operatior
through the third quarter of 2007. Thereafter, wi# need to raise additional capital to fund ouorking capital needs during fiscal 2007. We do have any materi
commitments from investors or any credit facilitegilable with financial institutions or any otheird parties. Therefore, we expect that we wied to engage in best effc
sales of our securities to raise needed workingtadaghere is no assurance that we will be sudoégs any funding effort. The failure to raise sufunds may necessitate
curtailment of operations in fiscal 2007.

Off-Balance Sheet Arrangements

As of September 30, 2006, we had no off-balancetsdr@angements.

Recent Accounting Pronouncements

Effective January 1, 2006, we adopted the provsohnStatement of Financial Accounting Standards N8R, “Share-Based Paymemthich establishes account
for equity instruments exchanged for employee serwVe utilize the Blaclscholes option pricing model to estimate the faiue of employee stock based compensation .
date of grant, which requires the input of highlyjective assumptions, including expected volgtiéind expected life. Further, as required under SEA3R, we now estime
forfeitures for options granted, which are not estpd to vest. Changes in these inputs and assumgptan materially affect the measure of estimaa@dvalue of our sharbase!
compensation. These assumptions are subjectivgemetally require significant analysis and judgnmendevelop. When estimating fair value, some efalsumptions will
based on, or determined from, external data aner @ssumptions may be derived from our historigpkeience with stockased payment arrangements. The appropriate v
to place on historical experience is a matter dfjuent, based on relevant facts and circumstances.
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For the period ended September 30, 2006, there mergher changes to our critical accounting peicas identified in our annual report of FormKI®B/A for the
year ended December 31, 20

Risks Related to Our Business and Our Common Stock

The following factors affect our business and théustry in which we operate. The risks and uncetitss described below are not the only ones thafage
Additional risks and uncertainties not presentlpwn or that we currently consider immaterial magoahave an adverse effect on our business. If Athyeamatters discussed
the following risk factors were to occur, our biesis, financial condition, results of operationshcfiows, or prospects could be materially adveraéfected.

Our business is at an early stage of development

Our business is at an early stage of developmeatd@hot have any products in latmge clinical trials or on the market. We ard stithe early stages of identifyi
and conducting research on potential products. ©nb of our products has progressed to the stapein studied in human clinical trials. Our potehproducts will requir
significant research and development and preclignd clinical testing prior to regulatory approwalthe United States and other countries. We n@ybe able to develop a
products, to obtain regulatory approvals, to estigical trials for any of our product candidates,to commercialize any products. Our product cdaigis may prove to hg
undesirable and unintended side effects or otharacheristics adversely affecting their safetyiceffy or costkeffectiveness that could prevent or limit their .uday produc
using any of our technology may fail to provide theended therapeutic benefits, or achieve therapéenefits equal to or better than the standdrleatment at the time
testing or production.

We have a history of operating losses and do nm¢&xo be profitable in the near future

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

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

We need to obtain significant additional capitada@rces from sources including equity and/or défdnicings, license arrangements, grants and/oalmmihtive
research arrangements in order to develop produatscontinue the Comparsybusiness. We believe that we have sufficient gricapital to finance operations through
third quarter of 2007. Thereafter, we will needragse additional working capital in fiscal 2007. rQurrent burn rate is approximately $1 million peonth excluding capit
expenditures. The timing and degree of any futapgtal requirements will depend on many factorsluding:

. the accuracy of the assumptions underlying oumests for capital needs in 2007 and beyond;
. scientific progress in our research and developrpesgrams;

. the magnitude and scope of our research and dewelapprograms and our ability to establish, enf@icé maintain strategic arrangements for resedefglopmen
clinical testing, manufacturing and marketing;
. our progress with preclinical development and chihtrials;

. the time and costs involved in obtaining regulat@pprovals;
. the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing patentatgiand

. the number and type of product candidates thatwrsue.

Additional financing through strategic collaborais public or private equity financings, capitade transactions or other financing sources may@atvailable ¢
acceptable terms, or at all. Additional equity fineng could result in significant dilution to ouioskholders. Further, if additional funds are oheal through arrangements v
collaborative partners, these arrangements mayreegs to relinquish rights to some of our techg@s, product candidates or products that we wothliérwise seek to devel
and commercialize by itself. If sufficient capitalnot available, we may be required to delay, cedihe scope of or eliminate one or more of ouggms, any of which cou
have a material adverse affect on our financiatlt@n or business prospects.
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Our financial statements include substantial noemgbing gains or losses resulting from required gady revaluation under GAAP of our outstandingidative instruments.

Generally accepted accounting principles in thetéthBtates require that we report the value ofgederivative instruments we have issued as cufiarilities or
our balance sheet and report changes in the véliese derivatives as naperating gains or losses on our statement of pasa The value of the derivatives is requiredb¢
recalculated (and resulting naperating gains or losses reflected in our statéroBoperations and resulting adjustments to tteoaated liability amounts reflected on
balance sheet) on a quarterly basis, and is bas¢deomarket value of our common stock. Due tortatire of the required calculations and the langmler of shares of o
common stock involved in such calculations, changesir common stock price may result in significahanges in the value of the derivatives and tiesubains and losses
our statement of operations.

Clinical trials are subject to extensive regulatagguirements, very expensive, ticasuming and difficult to design and implement: @oducts may fail to achie
necessary safety and efficacy endpoints duringedirrials.

Human clinical trials are very expensive and diffido design and implement, in part because theysabject to rigorous regulatory requirements. Glivdcal trial
process is also time consuming. We estimate tlatal 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 investigatdrsfollow our clinical protocols.

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

We are dependent upon our management team andlbaremmer of employees.

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

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

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

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

We conduct our research and development in a 16s60@re foot facility in The Woodlands, Texas, whiscludes a 1,200 square foot suite of three rofamnsghe
future manufacture of stem cell and T-cell theragglgough Phase Il trials. Our current facilitynist large enough to conduct future commers@dle manufacturing operatio
We will need to expand further our manufacturingffsand facility, obtain a new facility or contraeith corporate collaborators or other third patie assist with future dn
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.
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We may arrange with third parties for the manufeetf our future products. However, our third-pasturcing strategy may not result in a ceffective means f
manufacturing our future products. If we 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 inigément claims against us that are costly to defand which may limit our ability to use the digggitechnologie
and prevent us from pursuing research and developorecommercialization of potential products.

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

If third party patents or patent applications camtelaims infringed by either our licensed techmgloor other technology required to make and usepmtentia
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 sam@ble cost, we may not be able to develop soodupts commercially. The
can be no assurance that we will not be obligediefend ourselves in court against allegations foinigement of third party patents. Patent litigatis very expensive and col
consume substantial resources and create sigrtificagertainties. An adverse outcome in such acuitd subject us to significant liabilities to tthiparties, require disput
rights to be licensed from third parties, or requis to cease using such technology.

If we are unable to obtain future patents and otprietary rights our operations will be signiéintly harmed

Our ability to compete effectively is dependentpiart upon obtaining patent protection relating to technologies. The patent positions of pharmacauanc
biotechnology companies, including ours, are umdernd involve complex and evolving legal anddatfuestions. The coverage sought in a patenicapipin can be denied
significantly reduced before or after the paterisssied. Consequently, we do not know whether #ten applications for our technology will resuitthe issuance of patents
if any future patents will provide significant peation or commercial advantage or will be circunteenby others. Since patent applications are seatdtthe applications a
published (usually eighteen months after the estrlggfective 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 suckentions. There can be no assurance that patelitssuie from the patent applications or, if issutcit such patents will be
commercial benefit to us, afford us adequate ptimedrom competing products, or not be challengedeclared invalid.

Our competition includes fully integrated biophaweatical and pharmaceutical companies that havai@ant advantages over us

The markets for therapeutic stem cell products,tiplal sclerosis products, and rheumatoid arthiatis highly competitive. We expect that our mosniigant
competitors are fully integrated pharmaceutical pames and more established biotechnology compaffesse companies are developing stem lzadled products and tt
have significantly greater capital resources amkgise in research and development, manufactur@sging, obtaining regulatory approvals, and mimkethan we currently d
Many of these potential competitors are furthemglin the process of product development and gisoate large, comparfynded research and development programs.
result, our competitors may develop more competitiv affordable products, or achieve earlier pafentection or product commercialization than we able to achiev
Competitive products may render any products odypecbcandidates that we develop obsolete.
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If we fail to meet our obligations under our licersgreements, we may lose our rights to key teolgred on which our business depends.

Our business depends on licenses from third parfiesse third party license agreements impose atidigs on us, such as payment obligations and atiiigs tc
diligently pursue development of commercial produmder the licensed patents. If a licensor betigkiat we have failed to meet our obligations uradkcense agreement,
licensor could seek to limit or terminate our liserrights, which could lead to costly and tiotsuming litigation and, potentially, a loss of ficensed rights. During the per
of any such litigation, our ability to carry outtllevelopment and commercialization of potentiatipcts could be significantly and negatively aféekctif our license rights we
restricted or ultimately lost, our ability to camtie our business based on the affected technolagfgqn could be severely adversely affected.

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

The research and development of stem cell therapisabject to and restricted by extensive regutaby governmental authorities in the United Stated othe
countries. The process of obtaining U.S. Food anghDAdministration, or FDA, and other necessarytatpry approvals is lengthy, expensive and unaeri&/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 bepded by the health care community, which candwg slow to adopt or unreceptive to new technolegiac
products.

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

. our establishment and demonstration to the medaalmunity 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 communlig potential advantage of our treatments overratere treatment methods; and

. reimbursement policies of government and thirdyppéyers.

If the health care community does not accept oadpets for any of the foregoing reasons, or for atiner reason, our business would be materiallynbdr

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

Although our common stock is currently traded om Basdaq Global Market, there is currently a lichibearket for our common stock and there can bessaranc
that an improved market will ever develop. Investare cautioned not to rely on the possibility gra&ctive trading market may develop.

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

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

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

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

We currently anticipate that no cash dividends W@l paid on the common stock in the foreseeabledutWhile 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
ITEM 3. CONTROLS AND PROCEDURES

(@) Evaluation of Disclosure Controls and Procedures.

Management is responsible for establishing and tamimg adequate internal control over our finahcgporting. Our principal executive officer andinmipal
financial officer, after evaluating the effectivaseof our disclosure controls and procedures (fisatkin the Securities Exchange Act of 1934 (Exag®Act) Rules 1345(e
and 15d15(e) as of September 30, 2006, have concludedthatisclosure controls and procedures are effedti providing reasonable assurance that infolgnatequired to t
disclosed by us in the reports that it files ormaitb under the Exchange Act is recorded, processadmarized and reported within the time periogsgied in the Commissior
rules and forms.

(b) Changes in Internal Control Over Financial Repating.

Our management, with the participation of the gpgatexecutive officer and principal financial aféir, has concluded there were no significant chaiimgeur interne
controls over financial reporting that occurredidgrour last fiscal quarter that has materiallyeaféd, or is reasonably likely to materially affestir internal control ov:
financial reporting.

PART II
OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

None.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES ANDSE OF PROCEEDS .

None.
ITEM 3 DEFAULTS UPON SENIOR SECURITIES .

None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITMOLDERS .

None.
ITEM 5. OTHER INFORMATION .

None.
ITEM 6. EXHIBITS .
Exhibit 31.1 Chief Executive Officer Certificatid?ursuant to Section 13a-14 of the Securities Exphact (1)
Exhibit 31.2 Chief Financial Officer CertificatidPursuant to Section 13a-14 of the Securities Exgphdct (1)
Exhibit 32.1 Certification Pursuant to 18 U.S.Cctgm 1350, as Adopted Pursuant to Section 906ef$arbanes- Oxley Act of 2002 (1)
Exhibit 32.2 Certification Pursuant to 18 U.S.Cctgm 1350, as Adopted Pursuant to Section 906ef$arbanes- Oxley Act of 2002 (1)
(1) Filed herewith.
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SIGNATURES

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

Opexa Therapeutics, Inc.

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

By: /s/ Lynne Hohlfeld
Lynne Hohlfeld, CFO

Date: November 13, 2006
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EXHIBIT 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION

PURSUANT TO SECTION 13A-14 OF THE SECURITIES EXCHANGE ACT

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

1. I have reviewed this quarterly report on Forral®B of Opexa Therapeutics, Inc.

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

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

4. The registrant's other certifying officer andré responsible for establishing and maintainirsgldsure controls and procedures (as defined im&hge Act Rules 13&5(e
and 15d-15(e)) for the registrant and have:

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

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

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

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

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

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant's internal control ofieancial reporting.
By: /s/ David B. McWilliams

David B. McWilliams, CEO
Date: November 13, 2006
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EXHIBIT 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION

PURSUANT TO SECTION 13A-14 OF THE SECURITIES EXCHANGE ACT

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

1. I have reviewed this quarterly report on Forral®B of Opexa Therapeutics, Inc.

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

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

4. The registrant's other certifying officer andré responsible for establishing and maintainirsgldsure controls and procedures (as defined im&hge Act Rules 13&5(e
and 15d-15(e)) for the registrant and have:

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

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

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

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

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

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

By: /s/ Lynne Hohlfeld

Lynne Hohlfeld, CFO
Date: November 13, 2006
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EXHIBIT 32.1

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

Pursuant to 18 U.S.C. Section 1350, the undersi@i@ider of Opexa Therapeutics, Inc. (the “Compgnyiereby certifies, to such officer's knowledgeattthe Companyg’
Quarterly Report on Form 10-QSB for the quarteregh8eptember 30, 2006 (the “Repoftil)ly complies with the requirements of Sectiond)3¢r Section 15(d), as applical
of the Securities Exchange Act of 1934 and thainf@mation contained in the Report fairly presenih all material respects, the financial conditamd results of operations
the Company.

By: /s/ David B. McWilliams
David B. McWilliams, CEO
Date: November 13, 2006
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EXHIBIT 32.2

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

Pursuant to 18 U.S.C. Section 1350, the undersi@i@ider of Opexa Therapeutics, Inc. (the “Compgnyiereby certifies, to such officer's knowledgeattthe Companyg’
Quarterly Report on Form 10-QSB for the quarteregh8eptember 30, 2006 (the “Repoftil)ly complies with the requirements of Sectiond)3¢r Section 15(d), as applical
of the Securities Exchange Act of 1934 and thainf@mation contained in the Report fairly presenih all material respects, the financial conditamd results of operations
the Company.

By: /s/ Lynne Hohlfeld
Lynne Hohlfeld, CFO
Date: November 13, 2006
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