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

,ﬁ‘ OPEXA THERAPEUTIC

Opexa Therapeutics, Inc.

2,986,767 Shares of Common Stock

This prospectus relates to the resale from tintéme by the selling stockholders of up to 2,986,86@res of our common stock, including 1,272,3%6ehof common sto
previously issued and 1,714,410 shares of commark d6suable upon the exercise of common stockhase warrants. A series of warrants underlying 1,,B#¥) shares
common stock expired on February 17, 2006. A sefegarrants underlying 603,867 shares of commookséxpired on October 17, 2006. The selling stotdkéers may sell tt
shares of common stock from time to time in thegpal market on which the stock is traded at ttevgiling market price or in negotiated transaction

Shares of our common stock are traded on NasdaaGMarket under the symbol “OPXADn March 28, the last reported sales price forammmon stock was $4.00 |
share.

We will not receive any proceeds from the salehef shares of our common stock covered by this paiap. We will, however, receive the proceeds gf@sh exercise
the common stock purchase warrants.

Investing in our common stock involves a high degee of risk. You should read carefully this entire pospectus, including the section captioned “Risk Faars”
beginning on page 2, before making a decision to pthase our stock.

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

The date of this prospectus is April 13, 2007.
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You should rely only on the information contained i this prospectus. We have not authorized anyone farovide you with information that is different. This
prospectus may only be used where it is legal tolsthese shares of our common stock. The informatioin this prospectus may only be accurate as of theate of this
prospectus.

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

This prospectus is part of a registration statementhat we filed with the Securitiesand Exchange Commission for a continuous offeringUnder this
prospectus, the selling stockholders may, from time time, sell or otherwise dispose of the share$ our common stock described in this prospectus, dnterests therein
in one or more offerings. This prospectus may be pplemented from time to time to add, update or chage information in this prospectus. Any statement amtained in
this prospectus will be deemed to be modified or perseded for the purposes of this prospectus to thextent that a statement contained in a prospectusupplemen
modifies such statement. Any statement so modifiedill be deemed to constitute a part of this prospdas only as so modified, and any statement so moiifl will be
deemed to constitute a part of this prospectus.

The registration statement containing this prospeats, including the exhibits to the registration statment, provides additional information about us, tke
selling stockholders and the shares of our commortcgk covered by this prospectus. The registrationtatement, including the exhibits, can be read on #1 SEC websit
or at the SEC offices mentioned under the headingWhere You Can Find More Information.”




PROSPECTUS SUMMARY

The following summary highlights selected informatirom this prospectus and does not contain athefinformation that you should consider befoneeisting in ou
common stock. This prospectus contains informaggarding our businesses and detailed financiabinfation. You should carefully read this entire gpectus, including tt
historical financial statements and related notasfore making an investment decision.

" ou

In this prospectus, “Opexa Therapeutics, Inc.,” thempany,” “we,” “us” or “our” refer to “ Opexa Therapeutics, Inc., a Texas corporation, #sdubsidiaries
except where otherwise indicated or required bytexin On June 19, 2006 we changed our name fromnRiferontiers Corp. to Opexa Therapeutics, Inc.

On June 15, 2006 we completed a 146rreverse split of our common stock. Except whpeeifically indicated all references to a numbésbares herein or p:
share amounts reflect the split.

Our Business

We are a biopharmaceutical company developing egitais cellular therapies to treat several majaedkes, including multiple sclerosis (MS), rheundasthritis
(RA), diabetes, and cardiovascular disease. THesapies are based on our proprietary T-cell andt atem cell technologies.

Our lead product, Tovaxin™, is a ¢ell based therapeutic vaccine for MS licensed fitbm Baylor College of Medicine, which offers a qué and personaliz
approach to treating the disease by inducing anunemresponse against the autoimmune myelin pepgeive Teells (MRTCs), which are believed to be responsibtethe
initiation of the disease process.

Tovaxin™ is currently in a Phase llb clinical tridhitial Phase 1/l open-label human trials shdvatt T-cell vaccination (TCV) appears to safely induce ima
responses that deplete and regulate MRTCs. In peatabel Phase /11 clinical trials, the annualizethpse rates of patients were reduced by an averfaggproximately 90¢
compared to their prior history of relapses. Somatepts also appear to experience an improvemetitedaf Kurtzke Expanded Disability Status Scalscaring method used
measure the disability of MS patients (EDSS). Improents in EDSS are not frequently observed ireptdifollowing treatment with other currently lisenl therapies. Althou
the data from our Phase /Il trials appears to bEmgsing, the Phase IIb trial is being conductedcémfirm these results. We believe that TovaximBuld be ready f
commercialization as early as 2011.

We also hold exclusive worldwide license for thiellectual property rights and research resultarofutologous TEell vaccine for RA from the Shanghai Institt
for Biological Sciences (SIBS), Chinese Academgpoiences of the People's Republic of China.

Our RA T-cell vaccination (TCV) technology is copteaally similar to Tovaxin™. RA is an autoimmunec&H-mediated disease in which pathogenicells trigge
an inflammatory autoimmune response of the syngeiats of the wrists, shoulders, knees, anklesfaetiwhich causes pain, stiffness, and swellingiad the joints and erosi
into cartilage and bone. The RA TCV technology w&#othe isolation of these pathogenic T-cells fromawial fluid drawn from a patient. ThesecEHs will be grown t
therapeutic levels and attenuated by gamma iriiadiat our laboratory. The attenuatect@&ls will be injected subcutaneously into patighereby inducing an immune respac
directed at the pathogenic T-cells in the patiebtidy. This immune response regulates the levphtifogenic Teells and potentially allows the reduction of jomtelling in RA
patients. Human trials that have been conducte@hima show minimal side-effects and promising effi measured as a reduction of joint swelling felfg the Teell
vaccination.




We also have an exclusive license from the Uniwersf Chicago, through its prime contractor relagbip with Argonne National Laboratory, to a steell
technology in which adult multipotent stem cells derived from monocytes (white blood cells) ob¢difirom the patien$’ own blood. We are initially pursuing indicatioin:
diabetes mellitus with our stem cell therapy arel@nducting preclinical animal studies.

Our stem cell technology isolates novel multipotstgm cells derived from peripheral blood monocytasvitro experiments with monocyteerived stem cel
(MDSC) have shown their capacity to differentiattia wide variety of cel | types including pancdie@ cells. We have demonstrated that these pancredis clusters derivi
from MDSCs are composed of three pancreatic cgliss (a, B andd ). These islet clusters are responsive to glucodar@mics the normal pulsatile pattern observedumar
islets. The importance of these stem cells is the abibtgasily isolate them from an individusiCirculating monocytes, expand them and admintkim back into the sar
patient. This autologous approach provides a methayercome any rejection issues and the neemimunosuppressant drugs which are often assocmthcturrent islet ce
transplantations. This technology may lead to thven&tion of an unlimited source of pancreatic islells suitable for an autologous cell therapytfa treatment of diabet
mellitus.

Our Executive Offices

Our principal executive and administrative offieeifity is located in The Woodlands, Texas at 26B%rescent Ridge Drive, The Woodlands, Texas 77881ou
telephone number is (281) 272-9331. We maintairelhsite at www.opextherapeutics.com, however the information on oubsite is not part of this prospectus, and you st
rely only on information contained in this prospectvhen making a decision as to whether or notvest in shares of our common stock.

RISK FACTORS

The shares offered hereby have not been approvetisapproved by the SEC or the securities regujasthority of any state, nor has any such regulatoody
reviewed this prospectus for accuracy or completen&he shares offered hereby are speculativeewan unusually high degree of risk and should/drd purchased by thc
who can afford to lose their entire investment.réfare, prospective investors should carefully édasthe following risk factors before purchasimgtshares offered hereby.

Risks Related to Our Business

The following factors affect our business and tigustry in which we operate. The risks and unceties described below are not the only ones we. fadditiona
risks and uncertainties not presently known or Whie currently consider immaterial may also haveadwverse effect on our business. If any of the emattliscussed in t
following risk factors were to occur, our busing#sancial condition, results of operations, cashvé, or prospects could be materially adversefgciéd.

Our business is at an early stage of development.

Our business is at an early stage of developmeatdivhot have any products in latage clinical trials or on the market. We ard stithe early stages of identifyi
and conducting research on potential products. ©né/of our products has progressed to the stageinf studied in human clinical trials in the UCRir potential products w
require significant research and development awedlipical and clinical testing prior to regulatoapproval in the United States and other countiiée. may not be able
develop any products, to obtain regulatory appsval enter clinical trials for any of our prodeeindidates, or to commercialize any products. @oayrct candidates may prc
to have undesirable and unintended side effectsth@r characteristics adversely affecting theiesafefficacy or coseffectiveness that could prevent or limit their .uday
product using any of our technology may fail topde the intended therapeutic benefits, or achtbeeapeutic benefits equal to or better than thadsrd of treatment at 1
time of testing or production.




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

We have not generated any profits since our emiy the biotechnology business, have no sourcewd#nues, and have incurred significant operatisgds. W
expect to incur additional operating losses for fitreseeable future and, as we increase our réseand development activities, we expect our opegakbsses to increa
significantly. We do not have any sources of reesnand may not have any in the foreseeable future.

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

We need to obtain significant additional capitadaerces from sources including equity and/or déirricings, license arrangements, grants and/oatmmitive
research arrangements in order to develop pro@dmetsontinue our business. As of December 31, 2006ad cash, cash equivalents and marketableiseswf approximatel
$15 million. Our current burn rate is approximat#l;000,000 per month excluding capital expendstuvée will need to raise additional capital to fund working capital nee:
beyond first quarter 2008. We must rely upon béfstts thirdparty debt or equity funding and we can provideassurance that we will be successful in any funeiifigrt. The
failure to raise such funds will necessitate theiagbment of operations and impact the completibthe clinical trials.

The timing and degree of any future capital requeats will depend on many factors, including:

. the accuracy of the assumptions underlying oumests for capital needs in 2007 and beyond;

. scientific progress in our research and developmpmgrams;

. the magnitude and scope of our research and dewelopprograms;

. our ability to establish, enforce and maintaintsigéc arrangements for research, developmentgelitésting, 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 patentnatgiand

. the number and type of product candidates thatwrsue.

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




Approximately 60% of our total assets are comprisedf intangible assets that are subject to review oa periodic basis to determine whether an impairmenon
these assets is required. An impairment would notrdy greatly diminish our assets, but would also regire us to record a significant non-cash expense atge.

We are required under generally accepted accouptiimgiples to review our intangible assets for &inment when events or changes in circumstanceeatedthi
carrying value may not be recoverable. At Decen®ier2006, our net intangible assets, consistinfpe@fUniversity of Chicago license, acquired intégiassets from the Ope
acquisition that is an inseparable group of patantslicenses that carfunction independently and the RA license acglifrem the Shanghai Institutes for Biological Sces
Chinese Academy of Sciences of the People's RepoblChina were approximately $24.7 million. If nagement determines that impairment exists, we lvéllrequired t
record a significant charge to expense in our fiierstatements during the period in which any impant of our intangibles is determined. An impadmhanalysis, as defined
FAS 142, conducted by an independent consultaetié@ted that there is no impairment of Opexa’srigthle assets for 2006.

Our financial statements include substantial non-oprating gains or losses resulting from required quderly revaluation under GAAP of our outstanding
derivative instruments.

Generally accepted accounting principles in thetéthBtates require that we report the value ofgederivative instruments we have issued as cufianlities or
our balance sheet and report changes in the valirese derivatives as naperating gains or losses on our statement of tipag The value of the derivatives is required¢
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¢bdeomarket value of our common stock. Due tortheire of the required calculations and the lang@lver of shares of o
common stock involved in such calculations, changesir common stock price may result in significahanges in the value of the derivatives and tiesubains and losses
our statement of operations.

Clinical trials are subject to extensive regulatoryrequirements, very expensive, timeonsuming and difficult to design and implement. Ou products may fail to
achieve necessary safety and efficacy endpoints d@ug clinical trials.

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¢éayed by sever
factors, including:

. unforeseen safety issues;
. determination of dosing issues;
. lack of effectiveness during clinical trials;




. slower than expected rates of patient recruitment;

. inability to monitor patients adequately duringafter treatment; and

. inability or unwillingness of medical investigatdrsfollow our clinical protocols.

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

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

Our business strategy is dependent upon the skisknowledge of our management team. We belieaettie special knowledge of these individuals giuses
competitive advantage. If any critical employeeviesss we may be unable on a timely basis to hireblg replacements to effectively operate our lrssinWe also operate wit
very small number of employees and thus have littlao backup capability for their activities. Tlss of the services of any member of our managéeteam or the loss ol
number of other employees could have a materiadsaveffect on our business.

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

The nature of clinical trials and our businesstetig requires us to rely on contract research dzgéions, independent clinical investigators anldeotthird part
service providers to assist us with clinical tegtamd certain research and development activilies result, our success is dependent upon thessiod 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@epplied 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 facility is not large enough to manufacture future stem cell ah T-cell therapies.

We conduct our research and development in a 1Gsg0@re foot facility in The Woodlands, Texas, whiccludes an approximately 800 square foot sufitdee
rooms for the manufacture of stem cell and T-derapies through Phase Il trials. Our currentlitgdls not large enough to conduct commeraaile manufacturing operatio
We will need to expand further our manufacturirgffsand facility, obtain a new facility or contrasith corporate collaborators or other third partie assist with future dr
production.

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

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




Patents obtained by other persons may result in infhgement claims against us that are costly to defil and which may limit our ability to use the dispued
technologies and prevent us from pursuing researcand development or commercialization of potential ppducts.

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

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

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

Our ability to compete effectively is 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 patensssied. Consequently, we do not know whether #tenp applications for our technology will resultthe issuance of patents
if any future patents will provide significant peation or commercial advantage or will be circunteenby others. Since patent applications are seerdtthe applications a
published (usually eighteen months after the estrlégfective filing date), and since publication difcoveries in the scientific or patent literatuften lags behind actt
discoveries, we cannot be certain that the inventdrour licensed patents were the first to makeitiventions covered by the patent applicationthat the licensed pate
applications were the first to be filed for suchéntions. There can be no assurance that patehtssuie from the patent applications or, if issudht such patents will be
commercial benefit to us, afford us adequate ptimtiedrom competing products, or not be challengedeclared invalid.

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

The markets for therapeutic stem cell products,tipial sclerosis products, and rheumatoid arthiitieducts are highly competitive. We expect that mos
significant competitors are fully integrated phacmatical companies and more established biotecggaompanies. These companies are developing stéirbased produc
and they have significantly greater capital resesirand expertise in research and development, metouhg, testing, obtaining regulatory approvalsd marketing than v
currently do. Many of these potential competitors further along in the process of product develepirand also operate large, compémyded research and developm
programs. As a result, our competitors may devalope competitive or affordable products, or achieadier patent protection or product commercigiarathan we are able
achieve. Competitive products may render any prizdoicproduct candidates that we develop obsolete.
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If we fail to meet our obligations under our liceng agreements, we may lose our rights to key techigiies on which our business depends.

Our business depends on three licenses from thitiep. These third party license agreements impbBgations on us, such as payment obligationsaligations ti
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 regulation cdd slow or hinder our production of a cellular product.

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 be @pted by the health care community, which can beevy slow to adopt or unreceptive to new technologgeanc
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 medaaimunity of the clinical efficacy and safety ofrquoduct candidates;

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

. our ability to establish in the medical communltig potential advantage of our treatments overratere treatment methods; and
. reimbursement policies of government and thirdyppetyers.

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

Risks Related to Our Common Stock




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

Although our common stock is traded on the Nasdbup& Market, there is currently a limited market bur common stock and there can be no assurhater
improved market will ever develop. Investors aretiwaed not to rely on the possibility that an aetirading market may develop.

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

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

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

Our articles of incorporation authorize the isswaot"blank check" preferred stock with such deatgms, rights and preferences as may be deterntipexir boar
of directors without shareholder approval. Our erefd stock could be utilized as a method of disgging, delaying, or preventing a change in ourtimdrand as a method
preventing shareholders from receiving a premiuntteir shares in connection with a change of aintr

Future sales of our common stock in the public mar&t could 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 futiseeiances of our common stock or the effect, if, dngt future issuances and sales of shares of@amon stock will have ¢
the market price of our common stock. Sales of tauti®l amounts of our common stock (including slassued in connection with an acquisition), erplerception that su
sales could occur, may adversely affect prevaitiragket prices for our common stock.

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

We currently anticipate that no cash dividends wélpaid on the common stock in the foreseeabledutWhile our dividend policy will be based on thgeratin
results and capital needs of the business, ittisipated that all earnings, if any, will be retaihto finance the future expansion of the our kessn

FORWARD LOOKING STATEMENTS

This prospectus contains forwalabking statements within the meaning of SectioA 27 the Securities Act of 1933. These statemeelste to future events and
future financial performance and involve known amknown risks, uncertainties and other factors thay cause the actual results, levels of our dgtiyierformance «
achievements or the industry in which we operatbeanaterially different from any future resultsyéls of activity, performance or achievements egped or implied by tl
forward-looking statements. These risks and otaetofs include those listed under “Risk Factors! #rose described elsewhere in this prospectus.
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In some cases, you can identify forward-lookingtesteents by our use of terms such as “may,” “willshould,” “expects,” “plans,” “anticipates,” “behes,”
“estimates,” “predicts,” “potential,br the negative of these terms or other compartshainology. These statements are only predictidwsual events or results may dif
materially. In evaluating these statements, yowkhspecifically consider various factors, incluglithe risks outlined under “Risk Factor§hese factors may cause our ac
results to differ materially from any forward-lookj statement.

"

Although we believe that the expectations refledtethe forwardlooking statements are reasonable, it cannot gtegdnture results, levels of activity, performa)
or achievements. Moreover, neither the Companyangrother person assumes responsibility for theracy and completeness of these forwlaking statements. We do |
intend to update any of the forward-looking statetaafter the date of this prospectus to conforior mtatements to actual results.

USE OF PROCEEDS

The selling stockholders will receive all of the@peeds from the sale of the shares of our comnuwk stovered hereby, or interests therein. We vatineceive any «
the proceeds from any such sale by any sellingbtaider. See “Selling Stockholders.”

PRICE RANGE OF OUR COMMON STOCK AND DIVIDEND POLICY

Shares of our common stock are traded on the NaStdzal Market under the symbol “OPXAQur common stock trades on a limited, sporadic\antdtile basis. A
of March 28, 2007, the last reported sales priceunfcommon stock was $4.00. As of March 26, 2@08&re were 6,696,784 shares of our common stock outstandiaigviiere
held by approximately 358 holders of record.

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

Price Ranges

High Low

Fiscal Year Ended December 31, 2005

First Quartel $ 87.0C $ 45.0C
Second Quarte 55.0C 24.6(
Third Quartel 14.1C 12.5C
Fourth Quarte 6.3C 5.9C
Fiscal Year Ended December 31, 20C

First Quartel $ 7.0C $ 4.4C
Second Quarte 10.1C 5.1C
Third Quartel 9.1t 4.9z
Fourth Quarte 7.0z 5.1C
Fiscal Year Ended December 31, 2007

First Quarter (through March 28, 20( $ 6.28 $ 3.5€




Holders of shares of common stock will be entitledeceive cash dividends when, as and if declagedur Board of Directors, out of funds legally dable for

payment thereof. However, if dividends are not desdd by our Board of Directors, no dividends shallpaid. We have not paid any dividends on our comstock since ol
inception.

We do not anticipate that any cash dividends vélplaid in the foreseeable future. While our dividi@olicy will be based on the operating results eayital needs «
the business, we anticipate that all earningsyf avill be retained to finance our future expansidherefore, prospective investors who anticiplageneed for immediate incol
by way of cash dividends from their investment dtiaot purchase the shares offered by this prospect

SELECTED HISTORICAL FINANCIAL DATA

The following selected consolidated financial dsit@uld be read in conjunction with “Managemsridiscussion and Analysis of Financial Condition &esults ¢
Operations”and our consolidated financial statements andaélabtes included elsewhere in this prospectus. sBtected consolidated financial data in this sects no
intended to replace the consolidated financiakstants and accompanying footnotes. The selectesblidated balance sheet data as of December 38, 1289 been deriv:
from our audited consolidated financial statemémtiided elsewhere in this prospectus. Historiealits are not necessarily indicative of the redoltbe expected in the future.

Year Ended Year Ended
December 31, 2006 December 31, 2005

Consolidated Statements of Operations Data:

Revenue: $ - % -
Operating Expense

Research and developme 7,612,93: 4,183,35!

General and administrati\ 5,461,04 6,259,07!

Depreciation and amortizatic 1,818,79! 1,735,20!

Loss on disposal of ass¢ 2,37¢ 22.81(

Net operating los (14,895,15) (12,200,45)

Interest incom 688,29¢ 81,93(

Other income 46,45( 28,174

Gain on derivative liability 104,97¢ 3,896,84.

Interest expens (984) (7,323,85)

Net loss (14,056,40) (15,517,35)

Net loss per common share, basic and dil $ (2.61) $ (9.90

Weighted average number of common shares outsigynisisic and diluted 5,390,911 1,564,83
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December 31, 2006

Consolidated Balance Sheet Data:

Current assel $ 15,444,89
Intangible asset 24,723,20
Fixed asset 1,361,37
Total asset 41,529,47
Current liabilities 9,287,12i
Long term liabilities 96,24
Total liabilities 9,383,37!
Common stocl 3,348,35.
Additional paid in capita 63,118,18
Deficit accumulated during the development st (34,320,43)
Total stockholders'equit 32,146,10
Total liabilities and stockholders' equ $ 41,529,47

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

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

Overview

We are a developmestage company and have a limited operating histoty.predecessor company for financial reportingppses was formed on January 22, ?
to acquire rights to our adult stem cell technololgy November 2004 we acquired Opexa Pharmacestitat. and its multiple sclerosis treatment tedbgy. We are sti
developing all of our technology, and to date, weennot generated any revenues from our operathangie continue to execute our operations planewgect our developme
and operating expenses to increase.

Research and developmentWe have made and expect to continue to make suladtarvestments in research and development irmrd develop and market «
technology. Research and development costs cqurisarily of general and administrative and opergitexpenses related to research and developmevitiast We expens
research and development costs as incurred. Pyogdeant and equipment for research and developrtfeatt has an alternative future use is capitaliaead the relate
depreciation is expensed as research and developmusts. We expect our research and developmer@negpto increase as we continue to invest in teldement of ot
technology.
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General and administrative.General and administrative expenses consist priiynafrsalaries and benefits, stock compensatiorersges, office expense, professit
services fees, and other corporate overhead ddgtsanticipate increases in general and adminigga@kpenses as we continue to develop and prepao®fmercialization «
our technology

Results of Operations
Comparison of Year Ended December 31, 200 6 with ¢hYear Ended December 31, 2005
Net SalesWe recorded no sales for the twelve months ende@mber 31, 2006 and December 31, 2005.

General and Administrative ExpensesOur general and administrative expenses duringviebve months ended December 31, 2006, was $5,48B8 compared
$6,259,075 for the twelve months ended DecembeB05. The decrease in expenses is due to a cotionirat factors including a decrease in stock conspdion expense
professional service fees and overhead expens260f. General and administrative expenses consisiafly of salaries and benefits, stock compemsagxpense, offic
expense, professional services fees, and otheoraigpoverhead costs. We anticipate increasesnergkand administrative expenses as we contindeelop and prepare
commercialization of our technology.

Research and Development Expensdresearch and development expense was $7,612,93thdotwelve months ended December 31, 2006, as aaupic
$4,183,356 the twelve months ended December 35.20¢ increase in expenses was primarily duedatsts of the Phase I/l and Phase IIb clinidalgrfor Tovaxin™anc
research and development in support of @igical diabetes stem cell therapies. We have mag expect to continue to make substantial investsnin research a
development in order to develop and market ourrteltlyy. We expense research and development costsuarred. Property, plant and equipment for reseand developme
that has an alternative future use is capitalizeti tae related depreciation is expensed as reseacthlevelopment costs. We expect our researcll avdlopment expense
increase as we continue to invest in the developwfeour technology.

Interest Expense.Interest expense was $984 for the twelve montheemkcember 31, 2006 compared to $7,323,851 fotwiblye months ended December
2005. Interest expense during 2005 was due to pategble that were outstanding during the secomgiteiuof 2005 which were subsequently convertea égjuity in June 200
resulting in acceleration of the amortization of tliscount related to the notes.

Interest Income. Interest income was $688,299 for the twelve moetided December 31, 2006 compared to $81,930 fomtblee months ended December
2005. The increase was due to the investment afdbk proceeds from a 2006 equity financing intsieom and cash equivalent investments.

Gain (Loss) on Derivative Instruments Liabilities,net. We recognized a gain on derivative instrumentsld4$978 for the twelve months ended December 316
compared to $3,896,841 for the twelve months eridecember 31, 2005. The decrease is a result ofi¢heinrealized (nooash) change in the fair value of our derive
instrument liabilities.

Net Loss.We had net loss for the year ended December 35,200614,056,407 or ($2.61) per share (basic aimtied), compared with a net loss of $15,517,3%
($9.90) per share (basic and diluted), for the wevehonths ended December 31, 2005.
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Liquidity and Capital Resources

Historically, we have financed our operations prilgafrom the sale of its debt and equity secustieAs of December 31, 2006, we had cash, caslvaguis an
marketable securities of approximately $15 million.

We used approximately $11.0 million of cash formiag activities for the year ended December 8D62compared to approximately $6.2 million for ylear ende
December 31, 2005. The increase in use of castingply due to an increase in research and devedop expenditures related to the clinical trialsdar Tovaxin therapy f
MS and the purchase of marketable securities.

Our capital expenditures were approximately $0.@ioni in 2006 and consisted primarily of laboratoeguipment and leasehold improvements related ¢
construction of manufacturing facilities.

Our financing activities generated approximatelyl 82million for the year ended December 31, 200@aspared to approximately $8.2 million for the sayea
ended December 31, of 2005. In both periods, teh ganerated from financing activities resultedrfithe sale of Common Stock in equity financings.

Our current burn rate is approximately $1,000,080rponth excluding capital expenditures. We waled to raise additional capital to fund our workeoagpital neec
beyond the first quarter of 2008. We must rely upest efforts thirgsarty debt or equity funding and we can provideassurance that we will be successful in any fundiifigrt.
The failure to raise such funds will necessitatedtrtailment of operations and impact the comptetf the clinical trials.

Contractual Commitments

A tabular disclosure of contractual obligation®acember 31, 2006, is as follows:

Payments Due by Period

More than 5
Total Less than 1 yea 1 -3 years 3 -5years years
Operating Lease $ 1,274,17" $ 117,77: $ 276,97¢ $ 295,08( $ 584,34
Consulting and Research Agreeme $ 142,64, $ 142,14 $ 50C $ - $ -
Total $ 1,416,82. $ 259,92. $ 277,47¢ $ 295,08( $ 584,34

Off-Balance Sheet Arrangements
As of December 31, 2006, we had no off-balancetsmeangements.
Critical Accounting Policies

Our discussion and analysis of our financial cdaditand results of operations is based on our dmf@ed financial statements, which have been pezpar
accordance with accounting principles generallyepted in the United States of America. The preparaif these consolidated financial statementsireqws to make estima
and judgments that affect the reported amounts®éta, liabilities and expenses. We base our estinwa historical experience and on various othsuraptions that we belie
to be reasonable under the circumstances, thetsesfulvhich form the basis for making judgmentsttibe carrying values of assets and liabilitiest thire not readily appare
from other sources. Actual results may differ frimase estimates under different assumptions oritonsl We believe the following critical accourgipolicies affect our ma
significant judgments and estimates used in prejoaraf our consolidated financial statements.
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Reverse Acquisition. We treated the merger of PharmaFrontiers Corp. 8portan as a reverse acquisition. Pursuant togth@ance in Appendix B of SE
Accounting Disclosure Rules and Practices Offidiakt, the “merger of a private operating companp ia noneperating public shell corporation with nominal restset
typically results in the owners and managementhef firivate company having actual or effective ofiegacontrol of the combined company after the $estion, with th
shareholders of the former public shell continuordy as passive investors. These transactions @rsidered by the staff to be capital transactionsubstance, rather tt
business combinations. That is, the transacti@gisvalent to the issuance of stock by the pricat@pany for the net monetary assets of the shghocation, accompanied b
recapitalization.”Accordingly, the reverse acquisition has been actslifor as a recapitalization. For accounting pees, the original PharmaFrontiers Corp. is consiléne
acquirer in the reverse acquisition. The historfc®ncial statements are those of the originalr®lad&rontiers Corp. Earnings per share for perigits po the merger are resta
to reflect the number of equivalent shares recebsethe acquiring company.

Impairment of Long-Lived Assets.We review longlived assets and certain identifiable assets fqrainment whenever events or changes in circumssaincicat
that the carrying amount of an asset may not bevezable. If the sum of the expected future undisted cash flows is less than the carrying amo@inhe asset, furth
impairment analysis is performed. An impairmensl@smeasured as the amount by which the carryimguat exceeds the fair value of assets.

Stock-Based Compensation. On January 1, 2006, we adopted the provisionsStatement of Financial Accounting Standards No.RlL23ShareBaset
Payment” (“SFAS 123R") which establishes accounforgequity instruments exchanged for employeeiserWe utilize the Blackcholes option pricing model to estimate
fair value of employee stock based compensatidheatlate of grant, which requires the input of higdubjective assumptions, including expected vihatand expected life
Further, as required under SFAS 123R, we now egtifftafeitures for options granted, which are nqgpexted to vest. Changes in these inputs and assunsgan material
affect the measure of estimated fair value of dwresbased compensation. These assumptions are subjectiyzgenerally require significant analysis ardjjoent to develo
When estimating fair value, some of the assumptwitide based on, or determined from, externahdatd other assumptions may be derived from otwrigal experience wit
stock-based payment arrangements. The appropr&ithiro place on historical experience is a mattgudgment, based on relevant facts and circuncsts

We estimated volatility by considering historicedek volatility. As allowed by Staff Accounting Batin (SAB) No. 107, SharBased Payment, we have opted to
the simplified method for estimating expected texuoal to the midpoint between the vesting periaditae contractual term.

Research and Development.The costs of materials and equipment or facilitieg are acquired or constructed for research awdldpment activities and that hi
alternative future uses are capitalized as tangilskets when acquired or constructed. The costiadf materials consumed in research and developastivities and th
depreciation of such equipment or facilities usedhose activities are research and developmerns.co®wever, the costs of materials, equipmentfaoilities acquired ¢
constructed for research and development activitias have no alternative future uses are congidergearch and development costs and are expentweel tame the costs ¢
incurred.
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Accounting for Derivative Instruments. Statement of Financial Accounting Standard (“SFASY). 133, ‘Accounting for Derivative Instruments and Hedc
Activities,” as amended, requires all derivatives to be recoodeithe balance sheet at fair value. These devemtire separately valued and accounted for obaance she¢
Fair values for securities traded in the open maakel derivatives are based on quoted market pritthere market prices are not readily available, falues are determin
using market based pricing models incorporatinglifg@bservable market data and requiring judgnasmt estimates.

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

In September 2000, the Emerging Issues Task FOESER") issued EITF 0Qt9, "Accounting for Derivative Financial Instrumsrihdexed to and Potentially Setl
in, a Company's Own Stock," ("EITF a®") which requires freestanding contracts thatsetled in a company's own stock, including commsimtk warrants, to be designe
as an equity instrument, asset or a liability. Urttie provisions of EITF 009, a contract designated as an asset or a liabilist be carried at fair value on a company'srua
sheet, with any changes in fair value recordechéndompany's results of operations. A contractgihesed as an equity instrument must be includebinviéquity, and no fa
value adjustments are required. In accordance Elifir 00-19, in June 2006, we determined that certain oud&tg warrants to purchase our common stock shioellseparate
accounted for as liabilities. We had not classitieglse derivative liabilities as such in our higakfinancial statements. In order to reflect thehanges, we restated our finar
statements for the year ended December 31, 20t twd the fair value of these warrants on ourrzaasheet and record unrealized changes in thewvaluthese derivatives
our consolidated statement of operations as “Gass) on derivative liabilities.”

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

In December 2006, the FASB issued FASB Staff Rasitlo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements ( EITF 00-19-2). EITF 00-19-
addresses an issugraccounting for registration payment arrangemdntspecifies that the contingent obligation to mdlture payments or otherwise transfer considan
under a registration payment arrangement, whetisered as a separate agreement or included as igipnoef a financial instrument or other agreemshipuld be separate
recognized and measured in accordance with FASBerS8&nt No. 5, Accounting for Contingencies. Thedgoce in EITF 00-12- amends FASB Statements No. :
Accounting for Derivative Instruments and Hedgingtidities, and No. 150, Accounting for Certain Ric&l Instruments with Characteristics of both Lliiéles and Equity, an
FASB Interpretation No. 45, Guarant®rAccounting and Disclosure Requirements for Guaes) Including Indirect Guarantees of IndebtedmésSthers, to include sco
exceptions for registration payment arrangemenifF B00-192 also requires additional disclosure regardingrthiire of any registration payment arrangemeitis;native
settlement methods, the maximum potential amoumpokideration and the current carrying amountefltability, if any. This EITF is effective immeatiely for registratio
payment arrangements and the financial instrumautigect to those arrangements that are enteredimuodified subsequent to the date of issue af BAITF. For registratic
payment arrangements and financial instrumentsesulp those arrangements that were entered imo for the issuance of this EITF, this is effectiee financial statemen
issued for fiscal years beginning after December2D®6, and interim periods within those fiscalngeaThe impact of implementing EITF 00-29n the fiscal year 2007 w
result in a cumulative effect of a change in actmgnprinciple with a credit to beginning retainedrnings of $6,656,677 and a reversal of the sarmmmuat to the derivatiy
liability account.
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OUR BUSINESS
Overview

We are a biopharmaceutical company developing egitais cellular therapies to treat several majaedkes, including multiple sclerosis (MS), rheundasthritis
(RA), diabetes, and cardiovascular disease. THesapies are based on our proprietary T-cell andt atem cell technologies.

T-Cell Therapy

We have the exclusive worldwide license from Baylallege of Medicine to an individualized T-celetlapeutic vaccine, Tovaxin™hich is in U.S. FDA Phase |
human clinical trials to evaluate its safety anf@efveness in treating MS.

Tovaxin™ consists of attenuated patispecific MRTCs against peptides from either myélasic protein [MBP], proteolipid protein [PLP], miyeoligodendrocyt
glycoprotein [MOG]) peptides or combinations thdreatient-specific MRTCs are expanded in cultuithwpecific peptides identified by our proprietdest of the patiend’
peripheral blood. MS is the result of a person’snoWcells attacking the myelin sheath that coats rierve cells of the central nervous system (CND&). unique Teell
technology takes these autoreactive T-cells froenpitient and expands them ex vivo (in a celture environment outside the body), attenudtemtby gamma irradiation, a
then returns them to the patient as a subcutaneg@ction. Although further testing is necessaggults from our initial human trials appear to aade that these attenuated T-
cells cause an immune response directed at theeawtove T-cells in the patient’s body, stimulatengeduction in the level of harmful T-cells.

We believe that our initial human trials show tiavaxin ™ safely induces the depletion and regulation of MR T@ossibly stabilizing the disease, reducing
annualized relapse rate, and potentially improwimg disability scores of patients. In November 2006 enrolled the first patient in a double blipdacebo controlled, 1!
patient Phase llIb clinical trial. We expect to cdete enroliment in mid 2007.

Our Rheumatoid Arthritis (RA) T-cell vaccination QW) technology is conceptually similar to Tovaxin™A is an autoimmune T-cefhediated disease in whi
pathogenic Teells trigger an inflammatory autoimmune resporfsthe synovial joints of the wrists, shoulders, &sgankles and feet which causes pain, stiffness sevelling
around the joints and erosion into cartilage andeb®@ur RA TCV technology allows the isolation bése pathogenic Tells from synovial fluid drawn from a patient. W&l
expand and attenuate these T-cells in our labgraldre attenuated €ells will be injected subcutaneously into patiemith the goal of inducing an immune response deg@
the Pathogenic T-cells in the patient’s body. Wkebe this immune response could reduce the lef/phathogenic Teells and potentially allow the reduction of joswelling ir
RA patients.

Stem Cell Therapy

We have developed a proprietary adult stem celirtelogy to produce novel monocytlerived stem cells (MDSC) from blood. These MDS@ ba derived from
patient’'s monocytes, expanded ex vivo, and thenimdtared to the same patient. We believe thatimeethis is an autologous therapy, there shoultbbejection issues as self-
derived MDSC pose no immunological problems. Nolyalllogenic cells are deleted by host immune oesps and require the use of anti-rejection drugs.
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Our novel multipotent stem cell is derived from peripheral blooohwcytes which when cultured under defined condgiare able to further differentiate into sev
cellular lineages. Molecular biology and immunobédtemical studies have shown that these MDSCs bpgeific markers that distinguish them from othems cells. i
addition these studies have also shown a tieygendence for the expression of these specifie gezducts during the growth and differentiatiorMidSCs. In vitro experimen
with MDSCs have shown their capacity to differetgtitowards hematopoietic, epithelial, endothekaldocrine and neuronal cells. Our main focus idhtaer development
this monocytederived stem cell (MDCS) technology as a novelfptat for the in vitro generation of highly speciadd cells for potential application in autologoed therap
for patients with diseases such diabetes mellidgscardiovascular disease.

Other Opportunities

We intend to conduct basic research to determiaeptitential use of stem cells and differentiatefs da other indications, such as macular degefmrastroke
myocardial infarction, wound healing and Parkinsodisease. We intend to partner or sublicense srfeese indications if they are not pursued feernal development. F
those indications where we believe we can partieipammercially, we desire to partner in key conuiamarkets outside of the United States.

The Company’s Products and Services

Our T-cell Platform

Multiple Sclerosis - Background

In the United States, approximately 400,000 pespféer from multiple sclerosis, a chronic progressautoimmune disease of the central nervous sy&idhs) tha
is caused by myelin autoreactivec&Hs progressively eroding the myelin that surdsiand insulates nerve fibers of the brain andadmard resulting in varying amounts
disability. Globally, there are approximately 2.9limn MS patients representing a drug market hedgto be approximately $5 billion in 2005. The bh@rkets accounted 1
slightly more than 50 percent of global MS sale@®5, approximately $2.5 billion. MS remains all#raing autoimmune disease to study because tteoplaysiologit
mechanisms are diverse, and the chronic, unprédiictamurse of the disease makes it difficult teedmine whether the favorable effects of sherta treatment will be sustain
Therapies that can safely prevent or stop the pssion of disease and allow reversal of the negicdbdamage and disability caused by the disegmesent the greatest uni
need in MS.

In recent years, the understanding of MS pathodgemess evolved to comprise an initial, T-celediated inflammatory activity followed by sele&idemyelinatio
(erosion of the myelin coating of the nerve fibeas)l then neurodegeneration. The discovery of gésedevant immune responses has accelerated theopeveht of targete
therapeutic products for the treatment of the estdges of MS. Healthy individuals have been foumldave autoreactive T-cells, which recognize aetaiof selfantigens (e.c
myelin basic protein [MBP], proteolipid protein [Pl, and myelin oligodendrocyte glycoprotein [MOGB part of the normal Tell repertoire and circulate naturally in
periphery without causing an autoimmune disease.
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Some subjects unfortunately who have the appr@pdenetic background have increased susceptilfditythe in vivo activation and clonal expansionmoyelin
autoreactive T-cells. These myelin autoreactiveells may remain dormant, but at some point theyaativated in the periphery, possibly by molecuatémicry (i.e., recognitio
of epitopes that are common to autoantigens andobiia antigens as exogenous triggers), thus emgiiem to cross the blodatain barrier (BBB) and infiltrate the heal
tissue of the brain and spinal cord. The cascagmtbfogenic events leads to demyelination of axeh&h causes nerve impulse transmissions to diffot the tissue.

Current Therapy for Multiple Sclerosis

Current MS disease modifying drugs on the marketaostly palliative and generally work through achenism of immunomodulation or immunosuppressidresl
therapies for MS are dominated by three forms tdrfieron that require frequent subcutaneous oamntiscular injections (Avonex, Betaseron and Relifjpaxone is ¢
immunomodulator composed of a random copolymemuha acids that is administered daily. Novantromé&dxanthrone) is an immunosuppressive drug thatardy be give
four times per year with a life time limit of 8 &®2 doses. All of the current therapies only slow finogression of MS and they have significant pattempliance challeng
because of the dosing schedule, limited decreaselapse rate, side effects profile (e.g., therfaten formulations produce severe fike symptoms, injection site reactio
infection and neutralizing antibodies (ranging fr&% to 45%) are developed that limits the efficafytreatment; Copaxone causes significant injecti@ reactions; whi
Novantrone causes infections, bone marrow supmm@ssausea, hair thinning, bladder infections, ewedith sores). These drugs must be administerey waileekly. Tysab®,
a selective adhesion molecule inhibitor (an alphiatdgrin antagonist), represents another cladgl®fdrugs which works by preventing immune systetisdall leukocyte
carrying the alpha 4 integrin glycoprotein on thairface) from crossing the BBB and move into ttSCTysabri®requires a once per month infusion and has recéeiy
reintroduced to the market after being originallghdrawn in 2005 based on safety concerns overrabpatient deaths due to virally mediated braffaeimmation -a conditior
called progressive multifocal leukoencephalopatiyii().

Tovaxin™ for Multiple Sclerosis

We believe that Tovaxin™ works selectively on thgetin autoreactive T-cells by harnessing the bedatural immune defense system and feedback misatmstx
deplete these T-cells and induce favorable immegelatory responses by rebalancing the immune reystevaxin™is manufactured by taking the MRTCs from the bl
expanding them to a therapeutic dosevio, and attenuating them with gamma irradiatioptevent DNA replication. These attenuated MRTf@sthen injected subcutaneot
into the body in large quantities. The body recagsispecific Teell receptor molecules of these MRTCs as foreigth mounts an immune response reaction against the
only destroying the injected attenuated MRTCs, dlsb the circulating, myelin autoreactive T-celésrging the peptide-specific T-cell receptor molesu In addition, Teell
activation molecules on the surface of the actvy&RTCs used as vaccine induce favorable immunelaégry responses, which promote anflammatory responses. Beca
the therapy uses an individuslown cells, the only directly identifiable siddegt is injection site reaction in a small perceetaf the patients. These reactions clear withi
hours.

We believe that this technology platform will haapplication in other T-cell mediated diseases saglCrohns disease, psoriasis, rheumatoid arthritis and
ldiabetes.

Tovaxin™ Intellectual Property

The technology is based on discoveries made byibgwu Zang of Baylor College of Medicine in Houst®e have an exclusive, worldwide license fromBiaglor
College of Medicine to develop and commercializee¢htechnology areas for MS, namelydlt vaccination, peptides, and diagnostics. UriderLicense Agreement with 1
Baylor College of Medicine, we have rights to atatf 11 patents (2 U.S. and 9 foreign) and 80rgeagpplications (6 U.S. and 74 foreign).
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Tovaxin™ Manufacturing

We manufacture our TCV therapy in our own Good Maaturing Practice (“GMP”facility. The TCV technology is similar to that tditional microbial vaccir
technology, where the pathogen (or the attenuageivative) is used to derive the protective antgy@ecessary to induce protective immune respomsgseparing a TC'
therapy, the myelin autoreactive T-cells causing disease are taken from the blood, specificalniified, and expanded ex vivo by incubating th&seells with selecte
peptides of MBP, PLP, and MOG in the presence ti§an-presenting cells and growth factors. Myelepfide reactive Tells are grown to therapeutic levels and cryopresk
Prior to use, the MRTCs are expanded, formulated, attenuated (by irradiation) to render them inpetant to replicate but viable for therapy. Thedermated Teells ar
administered in a defined schedule of subcutanagestions. We expect that a single draw of a 50®ay of blood is sufficient to provide a full yéatherapeutic regimen
Tovaxin™.

Clinical Development of Tovaxin™

Tovaxin™ is currently in a Phase llb clinical tri#atients treated in our Phase I/l opabel studies with trivalent (MBP, MOG, and PLP)rfaulations hav
experienced minimal side effects, an approximaté 89erage reduction in annualized relapse ratéeraptbvements in EDSS scores.

Tovaxin™ Phase IIb Clinical Trial

The Phase IIb trial, entitled “A Multicenter, Ramdized, Double-Blind, Placebo-Controlled Study ob8utaneous Tovaxin™h Subjects with Clinically Isolate
Syndrome or Relapsing Remitting Multiple Sclerosis’ a multi-site double-blind, randomized, placefomtrolled 150 (100 treated, 50 placebo) patieiad.tThe primar
endpoint will be lesion evaluation (the total numbé gadoliniumenhancing lesions) via MRI with a secondary endpbging annual relapse rate. This trial is desigto
demonstrate the safety and efficacy of Tovaxin™.a&folled our first patient in November 2006 angents to complete enroliment in mid 2007.

Our Stem Cell Platform
Stem Cells - Background

Stem cells are undifferentiated primary cells tha¥e the potential to become any tissue or orgghebody. They hold therapeutic promise for theettspment ¢
effective treatments and possibly cure for varidiseases. The current stem cell research effoss haen divided between embryonic and tissue speaiult stem cells
potential therapeutic progenitor cells. Recent erpents with Embryonic stem (ES) cellsatle demonstrated that these highly proliferativeripotent cells can differentiate ir
pancreatic-like3-cells. The major problem with ES cells is themngpotency and risk that these cells, once tramépth could form tumors. Given that, aduigue specific ste
cells have become attractive as a potential cetbjeutic. Adult tissue specific stem cells haveaathges over ES cells; first, these cells carsblated from a more managee
source such as bone marrow or other tissues; setioeyl proliferate in a controlled fashion and with the likelihood of tumorogenicity, and third,ethcan be used in
autologous setting and avoid the potential foratge which exists for allogenic use of stem cells.
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Hematopoietic stem cells (HSE); present in the bone marrow and precursorsl toladd cells, are currently the only type of steells commonly used for thera|
Doctors have been transferring HSC's in bone marm@nmsplants for more than 40 years. Advanced fgaes for collecting or “harvesting” HS€’are now used to tre
leukemia, lymphoma and several inherited bloodrdisrs.

The clinical potential of stem cells has also béemonstrated in the treatment of other human dése@scluding diabetes and advanced kidney cahktmvever, thes
new therapies have been offered only to a verytdichhumber of patients using adult stem cells.

Unfortunately stem cell therapies have technidhlical and legal hurdles to overcome before they vei able to be used to possibly affect tissue @myén repair i
disease states that heretofore have only treatedyimptoms. A significant hurdle to most uses efrstells is that scientists do not yet fully untkemd the signals that tu
specific genes on and off to influence the difféision of the stem cell. Therefore, scientistsl\wéve to be able to precisely control the diff¢i@ion of stem cells into tt
specific cell type to be used in therapy and dresging. Current knowledge of the signals contrglldifferentiation fall well short of being able timic these conditior
precisely to consistently have identical differated cells for each specified use.

To realize the promise of novel célksed therapies for such pervasive and debilitalisgpses, scientists must be able to easily grddecibly manipulate stem ce
so that they possess the necessary characteristicsuccessful differentiation, transplantation agmpraftment. To be useful for transplant purpos¢sm cells must |
reproducibly made to: proliferate extensively aetherate sufficient quantities of tissue, differatgtiinto the desired cell type(s), survive in tbeipient after transplant, integr
into the surrounding tissue after transplant, fismcappropriately for the duration of the recipleriife, avoid harming the recipient in any waydavoid the problem of immu
rejection. There is no assurance that any comnmizeibcell-based therapies will ever be developed.

Although there are many ways to access stem egdidielieve that its autologous blood monocyte-detistem cells offer distinct advantages.
Therapies utilizing Our Stem Cell Platform

We have developed a proprietary adult stem cefiintelogy to produce monocyte-derived stem cells (MPpBom blood. These MDSC can be derived from aepéis
monocytes, expanded ex vivo, and then administereébde same patient. We believe that because ghas iautologous therapy, there should be no allogejection issues
self-derived MDSC pose no immunological problemsrmially, allogenic cells are deleted by host immresponses and require the use of anti-rejectiogsdr

Our novel multipotent stem cell is derived from peripheral blooohacytes which when cultured under defined condgiare able to further differentiate into sev
cellular lineages. Molecular biology and immunobédtemical studies have shown that these MDSCs bpgeific markers that distinguish them from othems cells. i
addition these studies have also shown a tiegendence for the expression of these specifie gesducts during the growth and differentiatiofMidSCs. In vitro experimen
with MDSCs have shown their capacity to differetgtitowards hematopoietic, epithelial, endothebaldocrine and neuronal cells. Our main focus isfttaer development
this monocytederived stem cell (MDCS) technology as a novelfptat for the in vitro generation of highly specidd cells for potential application in autologoed therap!
for patients with diseases such diabetes mellidgscardiovascular disease.
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Working either alone or in conjunction with strategartners, we intend to utilize these MDSC frdra same patient to attempt to develop a therapghwimiay caus
autologous tissue or organ repair. The initial iné therapeutic target is diabetes mellitus. Otherapeutic targets would be pursued through eaage licensing or strate:
alliances. The diabetes program is currently inghirdical development.

Pancreatic Islet Cell Development

Diab etes is a disease characterized by the failutess of pancreatip-cells to generate sufficient levels of the hormarsilin required to meet the bodyheed t
maintain normal nutrient homeostasis. Type 1 diebet caused by the complete loss of pancr@atills when the bodg’own immune system mistakenly attacks and dest
person’sp-cells. While for T ype 2 diabetes the causes arenfore complicated and poorly understood, theltesid the disease are similar in that often pheells fail to
generate sufficient amounts of insulin to maintadmmal homeostasis. The loss of insulin resul@ninncrease in blood glucose levels and will evalilead to the developme
of premature cardiovascular disease, stroke, aghueli failure. Currently there is no permanent dorediabetes; however, recent clinical islet cedinsplantations have sho
good success in restoring lotgrm endogenous insulin production and glycemibibty in subjects who have Type 1 diabetes medlitvith unstable baseline control. Persis
islet function without injected insulin dependemeevides considerable benefit.

Current cell transplant therapy for the treatmdrdiabetes is limited by an inadequate supply etilim-producing cells. Cadaverimsrces are limited and up to th
pancreas are required to obtain clinically sigaificquantities op-cells for one patieniThe identification of novel adult human stem cellsvides a new prospect for obtainir
sufficient number of insulin-produc irfiycells for transplantation. Using our technologsirzgle blood draw may be adequate to produce elimjoantities of-cells for a patient.

In vitro experiments with MDSC have shown their @eipy to differentiate toward a wide variety of Icgipes including pancreatig:-like cells. These cells aggreg
into clusters resembling pancreatic Islets of Lahges termed Monocyte Derived Islets (MDI). Thestén aggregates show endocrine gene expres8imthemical assays he
demonstrated that MDI can synthesize and secrgtgfisant amounts of insulin during their growthdarespond in a glucosgependent manner. In addition, MDI car
stimulated or repressed by the addition of agomisentagonists of insulin in vitro.

The importance of these stem cells is the abititgdsily and cost effectively derive them from agividual’s circulating monocytes, expand them and adminiktar
back into the same patient. This autologous apprpacvides a method to overcome any rejection ssunelthe need for immunosuppressant drugs which are ef$sociate
with current transplantations. This technology nhegd to the formation of an unlimited sourcepofells suitable for an autologous cell therapy for treatment of diabet
mellitus.

Stem Cell Pre-Clinical and Clinical Development

We are conducting prelinical studies to demonstrate proof of concept arethod of delivery with a planned IND (Investigatl New Drug) submission to the FI
during 2007. We are targeting a 2008 Phase | dturdynonocyte-derived islet transplantation of patsewith Type 1 diabetes mellitus.
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Licenses, Patents and Proprietary Rights

We believe that proprietary protection of our tedlogies is critical to the development of our besis We intend to continue to protect our proprjetatellectua
property through patents and other appropriate méate rely upon tradsecret protection for some confidential and prdprieinformation and take active measures to cé
access to that information. We currently have dwstiosure agreements with all of our employeessattants, vendors, advisory board members andramintesearc
organizations.

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

We have exclusive, worldwide licenses to certaitepts that relate to our T-cell technology and muitipotent adult stem cell technology.
T-Cell Therapy IP

We have an exclusive, worldwide license from theg/lBaCollege of Medicine to patent applicationsiiang rights to the treatment of multiple sclerosising
attenuated modified T-cells and to the use of theell technology as a diagnostic. The license wastgd to us by Baylor in exchange for common stimclOpex:
Pharmaceuticals which was acquired by the Compariyovember 2004. The key terms of the agreementex@usive, worldwide, and a 2% royalty on neesabf license
products. The royalty decreases to 1% after theeggge net sales exceed $500 million. There aretlmer performance or payment terms in the liceée.also have a separ
consulting agreement with the inventor, Jingwu Zavd., Ph.D. which grants us the right of firstusal on all future discoveries made by Dr. Zang.

We have filed additional patent applications redate T-Cell vaccination for MS.
Rheumatoid Arthritis Therapy IP

We have an exclusive worldwide license for the liattual property rights and research results ofaatologous T cell vaccine for rheumatoid arthritism the
Shanghai Institutes for Biological Sciences (SIBS)jnese Academy of Sciences of the People's RigpobChina. We made a $125,000 license paymentaameled to pay
0.5% royalty on net sales of licensed products.

We have filed additional patent applications redate T-Cell vaccination for RA.
Stem Cell Therapy IP

We have an exclusive, worldwide license from thevidrsity of Chicago, through its prime contractetationship with Argonne National Laboratory, tgpaten
application claiming rights to the development dtih multipotent stem cells from monocytes isolatexin adult human peripheral blood. The technolags discovered ai
developed at the Argonne National Laboratory, a. D&partment of Energy Laboratory.

Pursuant to the license we have issued a tota3 @68 shares of our common stock to the Universif@hicago. We have also agreed to pay the Unityea$iChicagc
$1.5 million and issue to them 21,623 shares ofxapg@ommon Stock by April 30, 2007. We have agreefddy a percentage of royalties on sales of predsgbject to tt
licensed patents, as well as sublicense fees.diii@d, the University of Chicago license requiresto expend on research and development at 1888000 within two (Z
years of the execution of the license and at laasadditional $4,000,000 within four (4) years bé texecution of the license. Research and developmeenditures
sublicensees may account for half of each amourg.litense also requires us to sell a product dhatkebased on the licensed technology by Febru@iy 2
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We have filed patent applications related to treepss of obtaining monocyte-derived stem cellstaadurther differentiation of the cells into paeatic islet cells.

Our Product Pipeline

Tovaxin™ is a vaccine approach to treating multgdéerosis in that it induces the boslymmune system to attack the MRTCs that we bel@eeresponsible f
destroying the myelin sheath coating of the axonthée central nervous system. We believe that #petion and regulation of the MRTCs may stop pesgion of multipl
sclerosis. Tovaxin™ is currently in a Phase llmictl trial. We enrolled its first patient in Novéer 2006 and expects to complete enrollment in20i17.

Rheumatoid Arthritis Therapy

Our Rheumatoid Arthritis (RA) T-cell vaccination V) technology is conceptually similar to Tovaxin™A is an autoimmune T-cethediated disease in whi
Pathogenic Teells trigger an inflammatory autoimmune resporfsthe synovial joints of the wrists, shoulders, &sgankles and feet which causes pain, stiffness sevelling
around the joints. We are currently transferring tiachnology to our laboratory and will presentdatthe FDA in 2007 with the intention of filingt @ND and initiating a Phas:
clinical trial in 2008.

Diabetes Stem Cell Therapy

We believe that there are approximately 20.8 millg@ople the United States who have diabetes. thare 1 million of these people have Type 1 diabeteBitus
Among adults with diagnosed diabetes, 31% takeimsn control their disease. Research studies fiawed that improved glycemic control benefits pleapith either Type 1 «
Type 2 diabetes. Islet transplantation using Opeypadprietary monocytderived islet cell may offer the potential to impeoglycemic control in a subgroup of patients »
Type 1 and Type 2 diabetes mellitus who are dishble refractory hypoglycemia. We are in preclinidelvelopment and plans to file an IND in 2007 amitiate a Phase
clinical trial in 2008.

Cardiac Stem Cell Therapy

Stem cell treatment of congestive heart failurel¢@avolutionize treatment of the disease becaus®y treat the source of the problem by repladisgased cardii
muscle tissue with stem cells that grow or inddwe drowth of new healthy cardiac tissue. Elsewheudtiple Phase | clinical studies encompassing ntioae 70 patients ha
been run with autologous bone marrow stem cellsréfzort improved cardiac perfusion. A recent (2@084) trial reported that injected autologous boregrow mononucle:
cells, using electromechanical mapping into ardasabemic myocardium in patients with endstagéeésuic cardiomyopathy and heart failure, showedesatheutic effect wit
improved myocardial perfusion and exercise capaeityp and 12 months, as well as increased glefftavéntricular function. Using the experience ltédge Phase | trials we p
to move through pre-clinical development and, dcssful, initiate human testing as soon as piaultc
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Other Opportunities

We intend to conduct basic research to determiag@thential use of the our stem cells in otherdatibns such as macular degeneration, heart agackParkinsors’
disease. Liver cells (hepatocytes) derived from stam cells may be valuable across the biopharntiaaéindustry to test for drug toxicity or to hegure liver diseases. V
intend to partner or sublicense some of these atidics if they are not pursued for internal develept. For those indications where we believe it participate commerciall
we will possibly take partners in key commercialrkes outside of the United States.

Research Collaborations

We anticipate that from time to time in the futuve will enter into collaborative research agreersamith other academic and research institutions.viMeuse sucl
agreements to enhance our research capabilitigscdlly, in the industry, such agreements provige industry partner with rights to license the lietual property creatt
through the collaboration. We may also enter irdlaborative research agreements with other phaeotaal companies when we believe such collabaratidl support thi
development and commercialization of our technology

Commercialization Through Third Part ies

We anticipate that we will grant sublicenses fortaie applications of our technologies. We beli¢hat by sublicensing some of the rights to our netbgy tc
pharmaceutical companies and other third partieswill be able to more efficiently develop some laggtions of our technologies. We currently do hate any sublicenses.

Competition

The development of therapeutic and diagnostic agét human disease is intensely competitive. Magjoarmaceutical companies currently offer a numtf
pharmaceutical products to treat heart attackksfrBarkinson's disease, diabetes, liver diseastsitis and other diseases for which our techgiel® may be applicable. Ma
pharmaceutical and biotechnology companies arestigaging new drugs and therapeutic approachethéosame purposes, which may achieve new efficexfjlgs, extend th
therapeutic window for such products, alter thegpasis of these diseases, or prevent their onsetb&leve that our products, when and if succelgsfidveloped, will compe
with these products principally on the basis of iayed and extended efficacy and safety and thesraleconomic benefit to the health care systera.ekpect competition
increase. We believe that our most significant cetibqrs will be fully integrated pharmaceutical quemies and more established biotechnology compaBiealler companit
may also be significant competitors, particulaHyough collaborative arrangements with large phaeutical or biotechnology companies. Some of oimgry competitors i
the current treatment of and in the developmerttedtments for multiple sclerosis include Bioddee, Elan, Serono, Aventis, Teva, and Schering 8@ne of our primal
competitors in the development of stem cell thesapnclude Aastrom Biosciences, Geron, Gan@ed-Ltd, Stem Cells Inc., Cellerant Therapeuti¥gcell, and Osiri
Therapeutics. Many of these competitors have saanf products in development that could be contipetivith our potential products.

Sales and Marketing

We intend to develop a sales force to market outiphel sclerosis cell therapy products in the UGven the concentration of multiple sclerosis amanglativel
small number of specialized neurologists, we belithat a modest size sales force would be suffit@market the multiple sclerosis products.
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We plan to partner with large biotech and pharmtéicalucompanies for the marketing and sales ofM8rand RA Teell products outside the United States anc
stem cell therapy products.

Description of Property

Our 10,200 sg. ft. facility is located on 3 acreés2635 North Crescent Ridge Drive in The Woodlan@iexas. This location provides space for researdd
development and manufacturing capacity for clinité@ls; a specialized Flow Cytometry and Microsgdpb; support of clinical trials with 800 sq. f GMP (goot
manufacturing practice) manufacturing suites; Quabystems management with Quality Control Labasat&®egulatory Affairs, Quality Assurance; as wed administrativ
support space. There is 2,500 sq. ft. of spaceastilable for future buildsut. The facility including the property is leasked a term ending in 2015 with two options for
additional five years each at the then prevailiraghat rate.

Government Regulation

Our research and development activities and thedutanufacturing and marketing of our potentialdorcts are, and will be, subject to regulation gafety an
efficacy by a number of governmental authoritiethie United States and other countries.

In the United States, pharmaceuticals, biologieald medical devices are subject to FDA regulafidre Federal Food, Drug and Cosmetic Act, as ameratetith:
Public Health Service Act, as amended, the reguratipromulgated thereunder, and other Federal tate statutes and regulations govern, among ottiegg, the testin
manufacture, safety, efficacy, labeling, storageoet, record keeping, approval, marketing, adsary and promotion of our potential products. Paiddevelopment ar
approval within this regulatory framework takeswamber of years and involves significant uncertaouynbined with the expenditure of substantial reses

FDA Approval

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

1. Preclinical Laboratory and Animal TestBreclinical tests include laboratory evaluatioriref product and animal studies in specific diseasdels to assess 1
potential safety and efficacy of the product andfounulation as well as the quality and consisgeoicthe manufacturing process.

2. Submission to the FDA of an Application for an ktigational New Drug Exemption, or IND, Which MBgtcome Effective Before U.S. Human Clinical T
May Commence.The results of the preclinical tests are submittethe FDA as part of an IND, and the IND beconféscéive 30 days following its receipt by the FDds long
as there are no questions, requests for delayjectiins from the FDA.

3. Adequate and Well-Controlled Human Clinical TriédsEstablish the Safety and Efficacy of the Prod@thical trials involve the evaluation of the pradun
healthy volunteers or, as may be the case wittpotential products, in a small number of patiermtdar the supervision of a qualified physician. @k trials are conducted
accordance with protocols that detail the objestiokthe study, the parameters to be used to mogafety and the efficacy criteria to be evaluatety product administered ir
U.S. clinical trial must be manufactured in accomawith GMP. Each protocol is submitted to the F&part of the IND.
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The protocol for each clinical study must be apprbby an independent Institutional Review BoardRB, at the institution at which the study is cantéd and tr
informed consent of all participants must be olgdinThe IRB will consider, among other things, éxésting information on the product, ethical fastothe safety of hum.
subjects, the potential benefits of the therapytaedoossible liability of the institution.

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

. In Phase |, products are typically introduced inéalthy human subjects or into selected patientifadipns to test for adverse reactions, dosageaote
absorption and distribution, metabolism, excretiod clinical pharmacology.

. Phase Il involves studies in a limited patient gdapan to (i) determine the efficacy of the proddict specific targeted indications and populatioiy
determine optimal dosage and dosage toleranceiigndéntify possible adverse effects and safésks. When a dose is chosen and a candidate pr&
found to be effective and to have an acceptabktysafofile in Phase Il evaluations, Phase lllisrizegin.

. Phase Il trials are undertaken to conclusively destrate clinical efficacy and to test further $afety within an expanded patient population, gelheat
multiple study sites.

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

1. Submission to the FDA of Marketing Authorizatiorphgqations. The results of the preclinical studies and clinstaidies are submitted to the FDA in the f
of marketing approval authorization applications.

2. FDA Approval of the Application(S) Prior to Any Caowarcial Sale or Shipment of the Drug Biologic ProdManufacturing Establishments Located in Cet
States Also May be Subject to Separate RegulatwiylLécensing Requirementhe testing and approval process will require sarisl time, effort and expense. The time
approval is affected by a number of factors, intigdrelative risks and benefits demonstrated inicdil trials, the availability of alternative trea¢nts and the severity of 1
disease. Additional animal studies or clinicalltrimay be requested during the FDA review peridaictv might add to that time.

After FDA approval for the product, the manufaatgriand the initial indications, further clinicaiais may be required to gain approval for the usthe product fc
additional indications. The FDA may also requiraisunal or restrictive postarketing testing and surveillance to monitor fdwerse effects, which could involve signific
expense, or may elect to grant only conditionarayals.

FDA Manufacturing Requirements

Among the conditions for product licensure is teguirement that the prospective manufacturer'sitguaintrol and manufacturing procedures confornthie FDA'
Good Manufacturing Practice, or GMP requirementerEafter product licensure approval, the manufactmust comply with GMP on a continuing basis, arit constitute
GMP may change as the state of the art of manufagtwehangesDomestic manufacturing facilities are subject tgular FDA inspections for GMP compliance, which
normally held at least every two years. Foreign mfiacturing facilities are subject to periodic FD#spections or inspections by the foreign regulatarthorities with reciproc
inspection agreements with the FDA. Domestic mastufing facilities may also be subject to inspettiyy foreign authorities.
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Fast Track, Priority Review and Accelerated Approva

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

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

Priority Review is a designation for an application after it hasrbsubmitted to the FDA for review for approvaleofnarketing claim. Under the Food and C
Administration Modernization Act of 1997, reviewar fNDAs are designated as either Standard or Bricki Standard designation sets the target datedorpleting all aspec
of a review and the FDA taking an action on theliapfion (approve or not approve) at 10 monthsrafie date it was filed. A Priority designationss#te target date for the FI
action at 6 months. A Priority designation is irded for those products that address unmet medézais

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

Special Protocol Assessment

The Special Protocol Assessment (SPA) procespisaedure by which the FDA provides official evdlaa and guidance on proposed protocols for pivBtase |l
clinical trials. An SPA documents the FDA's agreamihat the design and plan analysis of the PhHsstudy adequately addresses objectives in suppiog regulator
submission such as a biologics license applicaBam).

Good Tissue Practices Regulation

The FDA requires human cell, tissue, and cellutad issuebased product (HCT/P) establishments to follow entrgood tissue practice, which governs the me
used in, and the facilities and controls used fioe, manufacture of HCT/Ps; recordkeeping; and stabishment of a quality program. The agency lased regulatiol
pertaining to labeling, reporting, inspections, amorcement that apply to manufacturers of tho€3 #Ps regulated under the authority of the Pubkalth Service Act, or :
drugs, devices, and/or biological products.
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As part of this approach, the FDA requires regigiraof establishments that engage in the recov@mseening, testing, processing, storage or digtdb of huma
cells, tissues, and cellular and tissue-based ptsdand for the listing of such products unlesshgumducts are performed under an IND (InvestigetidNew Drug). Thes:
products specifically include stem cells that aregenitors of blood cells; however, the FDA makesemplicit statement regarding the inclusion ofesttypes of stem cells.
addition, the FDA has published rules for makingegility determinations for donors of cells ansstiie and for current good tissue practice for natufers using them.

Other Regulations

In addition to safety regulations enforced by tHi¥AF-we are also subject to regulations under theupational Safety and Health Act, the Environmemtatectiol
Act, the Toxic Substances Control Act and othesen¢ and potential future foreign, Federal, statélacal regulations.

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

Employees

As of March 26, 2007, we had 36 full time employe&& believe that our relations with our employaes good. None of our employees is representedunyjca o
covered by a collective bargaining agreement.

Legal Proceedings

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

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

Name Age Position

David B. McWilliams 63 President, Chief Executive Officer and Director
Lynne Hohlfeld 46 Chief Financial Officer

Scott B. Seaman 51 Director

Gregory H. Bailey 51 Director

David Hung 49 Director

Michael Richman 46 Director

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

David B. McWilliams was appointed President and Director in August 260dm December 2003 until August 2004, Mr. McWiflis was a private investor. Fr
June 2003 to December 2003, Mr. McWilliams serveg@sident and chief executive officer of BacteBiarcodes, Inc., a molecular diagnostics comp&ngm May 2002 t
June 2003, Mr. McWilliams served as chief executfficer of Signase, Inc., a cancer therapy company McWilliams served as chief executive officef Encysive
Pharmaceuticals Inc., a cardiovascular therapeatiogpany from June 1992 to March 2002. Prior toeJ1®92, Mr. McWilliams served as chief executivécef of Zonage
Inc., a human reproductive products company. Radhat time, Mr. McWilliams was a senior executivieh Abbott Laboratories and a management consultéth McKinsey
& Co. He currently serves as a director of Novelbgrapeutics, Inc. He also serves on the boardseoT exas Healthcare and Bioscience Institute hadHouston Technolor
Center. Mr. McWilliams received an MBA in finana®ifn the University of Chicago, and a B.A. in chemyisPhi Beta Kappa, from Washington and JeffeiGollege.

Lynne Hohlfeld was appointed Chief Financial Officer and Secretarylune 30, 2006. From April 2006 to June 30, ZJ¥5served as Vice President, Finance ¢
Company. From September 2004 until April 2006, wias vice president and chief financial officer adridta Ventures. From August 2000 until March 200& was senior vic
president, chief financial officer of Bacterial Bades, Inc., a Houstdsased molecular diagnostics company spun out oBéydor College of Medicine. She was also senioe
president and chief financial officer of Spectrar®mics of Houston upon its merger with Bacteriatd®des in March 2004. Ms. Hohlfeld was also emgpibpy LifeCel
Corporation from 1997 to 1999, serving as controlids. Hohlfelds career includes positions at Dixie Chemical Camgp&rice Waterhouse Coopers, McKenna & Comg
and Arthur Andersen. Ms. Hohlfeld received a B.BiiAaccounting from the University of Wisconsin atflson and is a certified public accountant.

Scott B. Seamarhas served as a Director of since April, 2006. $&aman currently serves as the executive direatbtra@asurer of the Albert and Margaret Al
Foundation of Houston, Texas, a private foundagiomarily supporting institutions in the Texas Meali Center in Houston, Texas. Since January 1998dsent, Mr. Seam
has served as the chief financial officer of Cha&wd., an investment management company. SincéeSdyer 1986, Mr. Seaman has served as secretatyeastirer of M & /
Properties Inc., a ranching and real estate con&nce January 2003, Mr. Seaman has served asnamand, since July 2004, president of ICT Manag#grnc., the genetr
partner of Impact Composite Technology Ltd., a cosite industry supplier. Since May 2004, Mr. Searhas served as a Member of the Investment Commifté&loba
Hedged Equity Fund LP, a hedge fund. Mr. Seamagived a bachelor’s degree in business administrdtam Bowling Green State University.

29




Dr. Gregory H. Bailey has served as a Director of the Company since 2006. In January 2007, Dr. Bailey became the miagggartner of Palantir Group, Inc.
biotech merchant bank. He was a managing dire¢tsiB Capital Group LLC from May 2004 to January0Z0 From June 2002 to June 2003, Dr. Bailey seaged managir
director of Gilford Securities, Inc and from 1998 3une 2002, he served as a managing director igfhkgfiord Bank Corp. Since May 2005, he also hageskas director
Medivation, Inc., a public company focused on adggibiomedical technologies. Dr. Bailey was a ficiieg physician for ten years and holds a M.Dnirthe University ¢
Western Ontario.

Dr. David Hung has served as a Director since May 2006. Dr. Ha®gyderved as the president, chief executive officer as a director of Medivation, Inc. si
December 17, 2004. Dr. Hung also has served aBrtsident and Chief Executive Officer, and membdehe board of directors, of Medivation, Ing.subsidiary, Medivatic
Neurology, Inc. since its inception in Septembed20-rom 1998 until 2001, Dr. Hung was employedbgDuct Health, Inc., a privately held medical @evcompany, as Ch
Scientific Officer (1998-1999) and as president ahif executive officer (1992001). From December 2001 to January 2003, Dr. Hiamged as a consultant to Cytyc He
Corporation. From July 1999 to November 2001, Dungi served as president and chief executive of€&roDuct Health, Inc. Dr. Hung received his Mfiam the Universit
of California at San Francisco, and his A.B. inlbgy and organic chemistry from Harvard College.

Michael S. Richman has served as a Director of the Company since 2006. Mr. Richman is Executive Vice President artide€ Operating Officer ¢
MacroGenics, Inc. He joined MacroGenics, Inc in 20dth approximately twenty years experience inpooate business development within the biotechryindustry. Befor
joining MacroGenics Inc, he was senior vice presideorporate development administration at MedImejy2000 to 2006) and Vice President, Businesebewment (1996 1
2000). From 1985 to 1996, Mr. Richman served inowsr senior positions at Chiron Corporation, a jublotechnology company, with his last positioningedirector o
corporate business development. His previous positinclude manager of business development fro®0 1® 1992 and manager of intellectual propertynfrt988 to 1990. M
Richman received his MSBA degree from San Franc&ede University with a concentration in Internatl Business, and a B.S. degree from the UniyeddiCalifornia a
Davis.

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

Audit Committee. The audit committee of the Board currently consgftr. Hung, Mr. Richman and Mr. Seaman, all ofiethare independent, namploye:
directors. The audit committee selects, on beHatiuo board of directors, an independent publicaating firm to be engaged to audit our financtatements, discuss with 1
independent auditors their independence, reviewdiscuss the audited financial statements withitidependent auditors and management and recommeadrthoard ¢
directors whether the audited financials shouldnisuded in our Annual Reports to be filed with tBEC. The audit committee operates pursuant toiteewicharter, which wi
adopted in February 2005. During the last fiscarythe audit committee held four meetings, anditee members of the Audit Committee attended riiestting.
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All of the members of the audit committee are eomployee directors who: (1) met the criteria faldpendence set forth in Rule 1@)(1) under the Securiti
Exchange Act of 1934, as amended (the “Exchang€);A¢2) did not participate in the preparation of ounaficial statements or the financial statements péx¢
Pharmaceuticals, Inc.; and (3) are able to readuadérstand fundamental financial statements, diotpa balance sheet, income statement and cashstiitement. The Bos
has determined that Mr. Seaman qualifies as anit‘aathmittee financial expert” as defined by Itefide) of Regulation S-B of the Exchange Act.

Compensation Committee. The compensation committee of the board consisBroHung, Mr. Richman and Mr. Seaman, who are peahelent directors, as defir
in Rule 10A3 of the Exchange Act. The compensation Commiegws and approves (1) the annual salaries ared otmpensation of our executive officers and if@)vidua
stock and stock option grants. The compensationr@ittee also provides assistance and recommendatibingespect to our compensation policies andtpres and assists w
the administration of our compensation plans. Dyitime last fiscal year the compensation commitedd bne meeting, and the then members of the cosagien committe
attended each meeting.

In addition, the Board has adopted a written chafte the compensation committee, adopted in Aug2804, which is available on our website
www.opexatherapeutics.com.

Nominating and Corporate Governance CommitteeThe nominating and corporate governance committéieecboard currently consists of Dr. Hung, Mr. [Ritar
and Mr. Seaman, each of whom are found by the bofaditectors to be an “independent directptrsuant to the applicable rules and regulationshpigated by the SEC. T
nominating and corporate governance committee tassig board of directors in fulfilling its respabiities by: identifying and approving individualgualified to serve
members of our board of directors, selecting dinenbminees for our annual meetings of sharehagl@sauating the performance of our board of doestand developing a
recommending to our board of directors corporateeguance guidelines and oversight with respecbtparate governance and ethical conduct. This cdreenoperates pursui
to a written charter adopted in February 2005, Whscavailable on our website at http://www.opeeratipeutics.com. During the last fiscal year the inatmg and corpora
governance committee held one meeting, and therttfegnbers of the compensation committee attendddreaeting.

Compensation Committee Interlocks and Insider Parttipation. Our compensation committee is comprised of Dr. Hiwig Richman and Mr. Seaman. None of
committee members has ever been an employee ofaOpetapeutics, Inc. None of our executive officar/e as a member of the board of directors opemsation committe
of any entity that has any executive officer segvts a member of our Board of Directors or comps@aommittee.

Compensation of Directors

Mr. McWilliams who is a director and an officer doeot receive any compensation for his services mgmber of our board of directors. As directardmpensatic
for the period ending April 13, 2007,we approved thsuance of a ten year option to purchase 35B@6es of common stock to Dr. Bailey, Mr. Seamath @n Hung at a
exercise price of $5.20 per share. On June 16, @@0&pproved the issuance of a ten year optiomitohase 35,000 shares of common stock to Mr. Richaan exercise pri
of $9.80 per share. Each of these options vest &%e date of grant, 25% on the first anniversamy the remaining 25% on the second anniversaty nitety day accelerati
upon the director’s termination. We reimburse oveators for travel and lodging expenses in corinaavith their attendance at board and committeetings.
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In April 2006, the board approved the acceleratestisig of the options held by Messrs. Boveroux, WéesKamin and Frison and extended the term tocésesffol
three years. As compensation for the directprdr efforts, the board approved the issuancéede year options to purchase 2,000 shares toafddlessrs. Boveroux, Wesr
and Kamin and 2,500 shares to Mr. Frison. Thesempare exercisable at $5.20 per share and vestaryear.

EXECUTIVE COMPENSATION
Summary Compensation Table

The following tables set forth certain informatiyarding our CEO and each of our most higtdyapensated executive officers whose total anralahsand bont
for the fiscal years ending December 31, 2006 @tb 2xceeded $100,000.

Name and Principal Position Year Salary ($) Options Awards ($) (4) Total ($)
David B. McWilliams (1) 2006 264,497 497,377 761,874
CEO, President, Directc 2005 250,00C 2,527,022 2,777,022
Lynne Hohlfeld (2) 2006 131,25C 40,839 172,088
CFO and Secretal 2005 - - -
C.William Rouse (3 2006 90,000 850,819 940,818
CFO and Secretal 2005 180,00C 151,493 331,493

(1) Served as chief executive officer since Auqo4.

(2) Served as chief financial officer since Juné&0

(3) Served as chief financial officer from May 204ough June 2006.

(4) Reflects the dollar amount recognized for fitiahstatement reporting purposes for the year @ridecember 31, 2006 in accordance with FAS 123(Rj ¢lisregardin
forfeiture estimates related to servisased vesting conditions) and, accordingly, includmounts from options granted prior to 2006. $eertfformation appearing under
heading entitled “Stock Options and Warrants” intfite number 11 to our consolidated financialestegnts included as part of our Annual report omFd0-KSB for the yee
ended December 31, 2006 for certain assumption imatthe valuation of options granted in the yearded December 31, 2006, 2005 and 2004.

Grants of Plan Based Awards in 2006

The following table presents each grant of stodiong in 2006 to the individuals named in the sumnt@mpensation table above.
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Name Grant Date Number of Securities Underlying Exercise Price of Option Grant Date Fair Value of

Options Awards Options
David B. McWilliams 05/02/06 120,000 $5.00 $ 1,140,000
Lynne Hohlfeld 04/20/06 22,500 $5.00 $ 130,500
Lynne Hohlfeld 07/12/06 12,500 $8.25 $ 103,125
C.W. Rouse 05/02/06 65,000 $5.00 $617,499
C.W. Rouse 05/02/06 10,000 $5.00 $ 95,000

Each of the options in the foregoing table was gr@mninder the Company’s June 2004 Compensatork &iption Plan.

Outstanding Equity Awards at Fiscal Year-End

Number of Securities Number of Securities
Underlying Unexercised Underlying Unexercised

Name Options (#) Exercisable Options (#) Unexercisable Option Exercise Price ($) Option Expiration Date
David B. McWilliams - 120,00( 5.0C 05/02/1¢
5,00( - 30.0C 01/21/1(
37,00( - 30.0C 08/31/0¢
Lynne Hohlfeld - 22,50( 5.0C 04/20/1¢
- 12,50( 8.2t 07/12/1¢
C. William Rouse 21,667 43,33: 5.0C 05/02/1:
10,00( - 5.0C 05/02/1:
3,33¢ 1,667 30.0C 01/21/1(
6,667 3,33¢ 30.0C 04/28/0¢

Compensation of Directors

The following table presents summary informationtfe year ended December 31, 2006 regarding tiensation of the noemployee members of our board of directors.
Boveroux, Mr. Kamin and Mr. Wesner resigned frora bdoard on April 16, 2006. Mr. Frison resigned fritva board at the end of his term on June 16, 2806Seaman and L
Bailey were appointed to the board on April 16, 20Dr. Hung was appointed to the board on May P62&nd Mr. Richman was appointed to the board oe 16, 2006.
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Fees Earned or Paid in

Name Cash ($) Options Awards ($) Total ($)

Gregory H. Bailey - 207,81: 207,81:
David Hung - 207,81: 207,81:
Michael Richmar - 214,37¢ 214,37¢
Scott B. Seama - 207,81: 207,81:
Brooks Boverow 22,00(¢ 59,52 81,52
Paul Frisor 8,50( 83,10! 91,60!
Tony Kamin 15,50( 360,20: 375,70
Terry Wesne 9,00(C 115,78: 124,78:

(1) Reflects the dollar amount recognized for ficiahstatement reporting purposes for the year @éftEzember 31, 2006 in accordance with FAS 123Rdisuegarding
forfeiture estimates related to service-based ngstonditions) and, accordingly, includes amourgmfoptions granted prior to 2006. See the inforomaappearing under the
heading entitled “Stock Options and Warrants” intfmte number 11 to our consolidated financiakstesnts included as part of our Annual report omFd9-KSB for the year
ended December 31, 2006 for certain assumption® nmathe valuation of options granted in the yearded December 31, 2006, 2005 and 2004.

No options were exercised during the fiscal yealeeinhDecember 31, 2006.

The following table presents the fair value of egcdnt of stock options in 206 to non-employee memslof our board of directors, computed in accocdamith FAS

123R:

Number of Securities Exercise Price of Option Grant Date Fair Value of
Name Grant Date Underlying Options Awards Options
Gregory H. Bailey 05/02/0¢ 35,000 $ 52C $ 332,50(
David Hung 05/02/0¢ 35,000 $ 52C $ 332,50(
Michael Richmar 06/16/0¢ 35,000 $ 98C $ 343,00(
Scott B. Seama 05/02/0¢ 35,000 $ 52C $ 332,50(
Brooks Boverow 05/03/0¢ 2,00 $ 52C $ 19,20(
Paul Frisor 05/03/0¢ 2,500 $ 52C $ 24,00(
Tony Kamin 05/03/0¢ 2,00 $ 52C $ 19,20(
Terry Wesne 05/03/0¢ 2,000 $ 52C $ 19,20(
Terry Wesne 06/16/0¢ 50C $ 98C $ 4,90(
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Executive Employment Contract

David B. McWilliams is employed by us pursuant toAmended and Restated Employment Agreement enteiedn June 15, 2006. Pursuant to the agreeriver
McWilliams is employed as the Chief Executive Odfiand a Director of the Company is at an anndahgaf $275,000. The term of employment is throdghe 15, 2008 al
may be extended for periods of one year; howehergtmployment agreement may be terminated at emgy\toluntarily by him or without cause by the Badfcemployment i
terminated by the Board without cause, Mr. McWitigwill receive twelve months base salary. Any athdtock options granted to Mr. McWilliams priar termination that a
scheduled to become vested within a 12 month pexfteat termination will be accelerated to becomste® as of the termination date. Mr. McWilliamsIshave 90 days froi
termination to exercise any vested stock options.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of March 26, 20the number and percentage of outstanding slb&@s common stock owned by: (a) each person whmown by us to be
the beneficial owner of more than 5% of our outdiag shares of common stock; (b) each of our dimsct(c) the named executive officers as definelteim 402 of Regulation
S-B; and (d) all current directors and executiviicefs, as a group. As of March 26, 2007, thereawi696,784 shares of common stock issued anchodisg.

Beneficial ownership has been determined in accmelavith Rule 13d-3 under the Exchange Act. Unbisrrule, certain shares may be deemed to be lglbfiowned by
more than one person (if, for example, personsestier power to vote or the power to dispose oftiaes). In addition, shares are deemed to beibmtigfowned by a person
the person has the right to acquire shares (famele upon exercise of an option or warrant) witBindays of the date as of which the informatioprvided. In computing the
percentage ownership of any person, the amourtasgs is deemed to include the amount of sharexfibely owned by such person by reason of suciussition rights. As a
result, the percentage of outstanding shares oparson as shown in the following table does noeasarily reflect the person’s actual voting poatesiny particular date.

To our knowledge, except as indicated in the fomtado this table and pursuant to applicable conityyroperty laws, the persons named in the takleehsol:
voting and investment power with respect to alirsbaf common stock shown as beneficially ownethieyn.

Name and Address of Beneficial Ownefl) Number of Shares Ownet Percentage of Clas

Beneficial Owners of more than 5%:

SF Capital Partners Ltd. ( 1,000,001 (3) 14.9%
Magnetar Capital Master Fund, Ltd | 669,11! (5) 9.9%
Austin W. Marxe and David M. Greenhouse 1,512,92° (6) 21.02%
Albert and Margaret Alkek Foundation ( 685,97 (8) 9.9%%
Alkek & Williams Ventures Ltd. (9 406,88¢ (10) 5.95%
DLD Family Investments, LLC (11 361,11: (12) 5.2%
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Officers and Directors:

Scott B. Seaman (¢ 464,52; (13) 6.7%
David B. McWilliams 95,59: (14) 1.41%
Lynne Hohlfeld 7,50C (15) *
Gregory H. Bailey 80,17¢ (16) 1.18%
David Hung 26,25( (17) *
Michael Richmar 26,25( (18) *
All directors and executive officers as a groupé8sons)** 700,29: (19) 9.87%

* Less than 1¢
Q) Unless otherwise indicated, the mailing addresh@beneficial owner is c/o Opexa Therapeutics,, 2835 N. Crescent Ridge Drive, The Woodlands a8ex7381.

2) Michael A. Roth and Brian J. Stark exercise joiativg and dispositive power over all of the shasBsommon stock beneficially owned by SF Capitatitiers Ltd.
but Messrs Roth and Stark disclaim beneficial owhigr of such share$he information in this footnote is primarily based a Schedule 13G filed with the SEC
April 17, 2006 and other information provided to Tike mailing address of SF Capital Partners Ltd/dsStark Offshore Management, LLC, 3600 South LRkige,
St. Francis, WI 53235.

) Excludes 500,000 shares of Company common stocérlymag the Warrant (“Warrant'that SF Capital Partners Ltd. is contractually jgsitéd from exercising to tt
extent that it would beneficially own in excess9d¥99% of the total number of issued and outstanpdirares of common stock after such exercise. “&vétrefers, ir
each case to the Warrants dated April 11, 2006.

(4) Magnetar Financial LLC is the investment advisoMzgnetar Capital Master Fund, Ltd. (“Magnetaat)d consequently has voting control and investrdesttretior
over securities held by Magnetar. Magnetar FirglnciC disclaims beneficial ownership of the shahetd by Magnetar. Alec Litowitz has voting cortover
Supernova Management LLC, which is the generahpamwf Magnetar Capital Partners LP, the sole magagember of Magnetar Financial LLC. As a resMit,
Litowitz may be considered the beneficial owneraofy shares deemed to be beneficially owned by Magriénancial LLC. Mr. Litowitz disclaims benefa

ownership of these shares. The mailing addregsedbéneficial owner is 1603 Orrington Ave.,"1Zloor, Evanston, lllinois 60201.

(5) Excludes 320,000 shares of Company common stoclerlyiialy a Warrant that Magnetar is contractuallptpbited from exercising to the extent that it wd
beneficially own in excess of 9.999% of the totahtber of issued and outstanding shares of comnomk sffter such exercise.

(6) Consisting of: (i) 331,000 shares of common stauk 865,500 shares of common stock issuable upoexthieise of a Warrant held by Special SituatiomsdH1l QP
L.P., (ii) 28,400 shares of common stock and 14 &@dres of common stock issuable upon the exeofiseWarrant held by Special Situations Fund IR L. (iii)
90,600 shares of common stock and 45,300 sharesmoimon stock issuable upon the exercise of a Wahald by Special Situations Cayman Fund, L.P)
400,000 shares of common stock and 200,000 shaoesronon stock issuable upon the exercise of a &aiheld by Special Situations Private Equity FUn®,, an
(v) 150,000 shares of common stock and 75,000 shefreommon stock issuable upon the exercise ofaardt held by Special Situations Life Sciencesd;unP
MGP Advisors Limited (“MGP")is the general partner of Special Situations FuhdJP, L.P. and Special Situations Fund Ill, LARVM Investment Company, In
(“AWM") is the general partner of MGP and the gealgrartner of and investment adviser to the Sp&itahtions Cayman Fund, L.P. MG Advisers, L.L.GAG") is
the general partner of and investment adviserédSihecial Situations Private Equity Fund, L.P. LiB/i&ers, LLC (“LS”")is the general partner and investment ad
to the Special Situations Life Sciences Fund, IA&stin W. Marxe and David M. Greenhouse are thagppial owners of MGP, AWM, MG and LS. Through ti
control of MGP, AWM, MG and LS, Messrs. Marxe ante@nhouse share voting and investment control ineportfolio securities of each of the funds lisébove
The information in this footnote is primarily basexd a Form 4 filed with the SEC on December 28,6280d other information provided to 0he mailing address
Messrs. Marxe and Greenhouse is 527 Madison AveSuite 2600, New York, New York 10022.
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®)

This information is based on the Schedule 13D fileith the SEC on April 24, 2006, as amended, byefiiland Margaret Alkek Foundation (the “Foundatjoiikek
& Williams Ventures, Ltd. (“Ventures”), Scott SeamaLD Family Investments, LLC, and the other repay persons named therein the (“Foundation 13DHe
Foundation acts through an investment committeésoboard of directors, which includes Mr. Danietnald, Mr. Joe Bailey, Mr. Scott Seaman and Ms. d&
Duncan Williams. Mr. Seaman is the executive doecdf the Foundation and chairman of the investnoemimittee. The investment committee has sole gadim
investment power over all of the shares of commtocksbeneficially owned by the Foundation. Howevaursuant to the Foundation 13D, neither the exes
director nor any member of the investment committeg act individually to vote or sell shares of enan stock held by the Foundation; therefore, thenation ha
concluded that no individual committee member ismded to beneficially own, within the meaning of &ai3d3 of the Exchange Act, any shares of common :
held by the Foundation solely by virtue of the fétat he or she is a member of the investment cateeni Additionally, pursuant to the Foundation 13B¢
Foundation has concluded that because Mr. Seaméuis capacity as executive director or chairmathefinvestment committee, cannot act in such égptcvote
or sell shares of common stock held by the Fouadatiithout the approval of the investment committezis not deemed to beneficially own, within theaning ¢
Rule 13d3 of the Exchange Act, any shares of common st@i#t hy the Foundation by virtue of his positionea®cutive director or chairman of the investn
committee. The mailing address of the beneficiahemis 1221 McKinney #4525, Houston, Texas 77010.

Consisting of: (i) 22,222 shares of common stoctteulying Series C Warrants exercisable at $30.0Gpare and (ii) 147,084 shares of common stocletyidg ¢
Warrant. Excludes 102,916 shares of Company conmstank underlying a Warrant that the Foundationoistactually prohibited from exercising to the extthat i
would beneficially own in excess of 9.999% of th&at number of issued and outstanding shares ofrcamstock after such exercise. Pursuant to thedrtion 13C
the Foundation and other reporting persons nameeith may be deemed to constitute a group for mapof Section 13(d) or Section 13(g) of the Exgeafct.
However, the Foundation, Ventures, Chaswil, Ltdd Mr. Seaman expressly disclaim (i) that, for msgs of Section 13(d) or Section 13(g) of the ErgeaAct
they are a member of a group with respect to seesiof the Company held by DLD Family InvestmentsC, Mr. Arnold, Mr. Bailey or Ms. Williams andifi that
they have agreed to act together with DLD Familyebtments, LLC, Mr. Arnold, Mr. Bailey or Ms. Wilims as a group other than as described in the Btiar
13D. Therefore, this does not include the followsegurities: (i) 233,334 shares of common stock held by DLD Farhilvestments, LLC; (ii) 17,778 shares
common stock underlying Series C warrants exertgsat$30.00 per share held by DLD Family InvesttaehLC; (iii) 110,000 shares of common stock umglag a
Warrant held by DLD Family Investments, LLC; (iv,867 shares of common stock held by Mr. Arnold; §B889 shares of common stock underlying Seri
warrants exercisable at $30.00 per share held hyAviold; (vi) 10,000 shares of common stock uryglag a Warrant held by Mr. Arnold; (vii) 10,000 ska o
common stock held by Mr. Bailey; (viii) 5,000 sharef common stock underlying a Warrant held by Bailey; (ix) 263,667 shares of common stock heli
Ventures; (x) 18,223 shares of common stock unifeylferies C warrants exercisable at $30.00 pearedhald by Ventures; (xi) 125,000 shares of comrsimack
underlying a Warrant held by Ventures; (xii) 18,55€ries of common stock held by Mr. Seaman; (%ii§34 shares of common stock underlying Series Gang
exercisable at $30.00 per share held by Mr. Seamuaah;(xiv) 7,500 shares of common stock underlyang/arrant held by Mr. Seamamnhe information in thi
footnote is primarily based on the Foundation 180 ather information provided to us.
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©)

(10)

11)

(12)

(13)

Chaswil, Ltd. is the investment manager of Ventumed holds voting power and investment power watspect to Company securities held by Ventures pnotsio
written agreement. Scott B. Seaman is a princip&taswil, Ltd and has shared voting power andeshamvestment power over all of the shares of comstoct
beneficially owned by Ventures. The informationttis footnote is primarily based on the Foundati@® and other information provided to d$ie mailing addre:
of the beneficial owner is 1221 McKinney #4525, ldtmn, Texas 77010.

Consisting of: (i) 263,667 shares of common stditk]18,223 shares of common stock underlying Se@ewarrants exercisable at $30.00 per share @ndZb,00(
shares of common stock underlying a Warrant.

Randa Duncan Williams is the principal of DLD Fayriihvestments, LLC and she may be deemed to exevoisng and investment power with respect to sldres
The information in this footnote is primarily based the Foundation 13D and other information predido us.The mailing address of the beneficial owner is
Box 4735, Houston, Texas 77210-4735.

Consisting of: (i) 233,334 shares of common stoeld tby DLD Family Investments, LLC; (ii) (i) 17,87shares of common stock underlying Series C wis
exercisable at $30.00 per share held by DLD Fammi)estments, LLC; and (iii) 110,000 shares of comnstock underlying the Warrants held by DLD Fai
Investments, LLC. Ms. Williams is on the investmammittee for the Foundation. Pursuant to the Hation 13D, the Foundation has concluded the
individual committee member is deemed to beneficialvn, within the meaning of Rule 13&l-of the Exchange Act, any shares of common stall by the
Foundation solely by virtue of the fact that heshe is a member of the investment commitide information in this footnote is primarily based the Foundatic
13D and other information provided to us. The mailaddress of the beneficial owner is P.O. Box 4FRfuston, Texas 77210-4735.

Consisting of: (i) 26,250 shares underlying anammti(ii) 263,667 shares of common stock held bytuess; (iii) 18,223 shares of common stock undagyseries !
warrants exercisable at $30.00 per share held ywves; (iv) 125,000 shares of common stock undeglthe Warrants held by Ventures; (v) 5,334 shafeommot
stock underlying Series C warrants exercisable38t@® per share; and (vi) 7,500 shares of commackstnderlying the Warrants. (See footnote 8 fadithahal
discussion of the information set forth in clauggghrough (iv) of the preceding sentence.) Parguo the Foundation 13D, this does not includeftiiowing share
which Mr. Seaman has determined he does not hawefibml ownership or disclaimed beneficial ownépsh(i) 516,667 shares of common stock held by
Foundation; (ii) 22,223 shares of common stock dyitgy Series C warrants exercisable at $30.00spere held by the Foundation; (i) 250,000 shafesommor
stock underlying a Warrant held by the Foundatiamg (iv) 1,500 shares of common stock that Mr. Seaimas agreed to transfer to hisvefe pursuant to
Agreement Incident to Divorce dated April 4, 20Q8ee footnote 7 for additional discussion of thi@rimation set forth in clauses (i) through (iii) thfe precedin
sentence.) The mailing address of the beneficiaesvis 1221 McKinney #4545, Houston, Texas 77010.
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(14)

(15)

(16)

an

(18)

19)

Consisting of: (i) 82,000 shares of common stoceulying stock options and (ii) 6,968 shares of mman stock underlying Series C warrants exercisab&30.0!
per share.

Consisting of 7,500 shares of common stock undeglgiptions.

Consisting of: (i) 26,250 shares underlying stopkans; (ii) a warrant to purchase 38,928 sharemaimon stock exercisable at $5.00 per share1@ip00 shares of
common stock held by Palantir Group, Inc., an gntitwhich Dr. Bailey has investment and voting gowand (iv) 5,000 shares of common stock undeglgn
Warrant held by Palantir Group, Inc.

Consisting of 26,250 shares of common stock unifeylgptions.
Consisting of 26,250 shares of common stock unafeylgtock options.

Consisting of: (a) the following held by Mr. Sean@mwhich Mr. Seaman may be deemed to have votwlgravestment power (i) 26,250 shares underlying@tion
(i) 263,667 shares of our common stock held by tWess; (iii) 18,223 shares of our common stock ulyitey Series C warrants exercisable at $30.00spere hel
by Ventures; (iv) 125,000 shares of our commonkstarderlying a Warrant held by Ventures; (v) 5,33vres of our common stock underlying Series C amé
exercisable at $30.00 per share; and (vi) 7,500eshaf our common stock underlying a Warrant; {® following held by Mr. McWilliams (i)82,000 sharei
common stock underlying stock options and (ii) 8 86ares of our common stock underlying Series @amts exercisable at $30.00 per share; (c) tHeviaig helc
by Dr. Bailey or which Dr. Bailey has voting andv@stment power; (i) 26,250 shares underlying stoptions; (ii) 38,928 shares of common stock undegye
Warrant exercisable at $5.00 per share; (i) 10,88ares of common stock held by Palantir Group; Bnd (iv) 5,000 shares of commons underlyingaraht hel
by Palantir Group, Inc.; (d) 26,250 shares undegystock options held by Dr. Hung; and (e) 26,25ss underlying stock options held by Mr. Richman.

SELLING STOCKHOLDERS

The common stock covered by this prospectus igtoftered for the account of the selling stockhmdda the following table. The selling stockholdemay from time

to time sell or otherwise dispose of all, some amenof the shares of common stock covered herebgtarests therein.

The following table, which we have prepared basednformation provided to us by the applicable isglistockholder, sets forth the name, the numbeshafes ¢

common stock beneficially owned by the selling klaiders and the number of shares of common steekrhay be sold or otherwise disposed of by thiéngestockholder
under this prospectus. Unless set forth below, ridribe selling stockholders selling in connectwith the prospectus has held any position or offiitha, been employed by,
otherwise has had a material relationship withruany of our affiliates during the three years ptmthe date of the prospectus.
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Name of Selling Stockholder

682501 Alberta Ltd

AFDSMSSAS, L.P

Albert and Margaret Alkek Foundatic

Alkek & Williams Ventures

Alpine Atlantic Asset Management A

Anastasios & Tabitha Beles

Andrew B. & Shanna Sue Linbe:

Anthony J. Spatacco, «

Anthony M. Sensol

Anthony M. Sensoli, IRA Charles Schwab & Co., IGustodiar
Archie McK Malone

Armand LaSorsi

Arthur J. & Phyllis C. Goodwin 2001 Family Trust d 4-26-01
Ball Family Trust dtd 03/08/96, Richard K. Ball &® Ball Coc-TTEEs
Beverly B. Arnold

Beverly E. Wrube

Billie Willmon Jenkin

Bobby D. Perry

Bradley S. Stewal

Brewer & Pritchard, P(

Bruce C. Mare}

Bruno Nordber¢

Bruno or Joan A. Nordberg, JWRC(

C. William Rouse

Cameron Living Trust Ltd 8/31/¢S

Footnote
Numbers

40

11
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24,
25.
26.
27.

© 0o N o o~

Number of
Shares of
Common Stock
Beneficially
Owned (1)

3,88¢
3,261
685,97:
406,88¢
81,93¢
187
7,93
4,861
16,62
2,94¢
8,79
17
1,964
4
15,55¢
1,957
3,982
7,77¢
5,08¢
31,36!
20,32(
3,891
4,88¢
59,33:
1,95¢

Number of
Shares of
Common

Stock Offered

Hereunder

3,88¢
3,261
38,88¢
31,88¢
81,93¢
187
7,93
4,861
16,62
2,94¢
8,79
17
1,964
4
15,55¢
1,957
3,98:
7,77¢
5,08¢
31,36:
20,32(
3,891
4,88¢
2,51/
1,95¢

Number and % of
Outstanding Shares
of Common Stock Owned
After Completion of

Offering (2)

Number

647,08
375,00(

%

9.2%
5.5(%




Name of Selling Stockholder

Capital Growth Plannin

Carmelo Troccol

Centrum Bank AC

Charles L. Bradle!

Cimarron Biomedical Equity Master Fund, L

Citigroup Global Markets Custodian FBO Mary Ann Wes2004 Roth IR,
Citigroup Global Markets Custodian FBO Mary Ann Wes2005 Roth IR,
Citigroup Global Markets Custodian FBO Terry Wesr2®04 Roth IRA
Citigroup Global Markets Custodian FBO Terry Wesr2805 Roth IRA

CKW LLC

Clariden Investments LTI

Clemente Capital Management, LI

Crestview Capital Master, LL

Crutchfield Family 1976 Trus

Dale W. Spradling

Daniel L. Zimmermar

David B. McWilliams

David Carl Lustig, Il

David Livney

David P. Haswel

David R. & Alice M. Evers

Davis Investments V LI

Delaware Charter Guaranty & Trust fbo Andre Gu&A |
Delaware Charter Guaranty & Trust fbo Gisele GUR®A
Delaware Charter Guaranty & Trust fbo Ronald BrapgwWRA
Dietrich & Rosemarie Rieme

DLD Family Investments, LL(

Donald G. Stewal

Donald J. Zind:¢

Donald M. Ureel Trust dtd 09/24/97; Donald M. UreETEE
Donald Zinmar

Footnote
Numbers

41

28,
29.
30.
31,
32,
33,
34,
35.
36.
37.
38,
39.
40.
41,
42,
43,
44,
45,
46.
47,
48
49
50.
51,
52,
53,
54,
55,
56.
57
58,

Number of
Shares of
Common Stock
Beneficially
Owned (1)

5

35
19,48¢
7,77¢
38,88¢
87¢€
47¢
681
87¢€
3,88¢
10,16(
374
116,66°
9,751
33,31«
4,89¢
95,59:¢
3,111
2,33t
1,991
16
167,52:
1,58¢
2,38t
2,00¢
4,667
361,11:
19,01«
4

24

21

Number of
Shares of
Common

Stock Offered

Hereunder

3,88¢
10,16(
374
116,66
9,751
20,31«
4,89¢
13,39¢
3,111
2,33t
1,991
1€
138,60:
1,58¢
2,38t
2,00¢
4,667
31,11:
19,01«
4

24

21

Number

Number and % of

Outstanding Shares
of Common Stock Owned
After Completion of

Offering (2)

13,00(

82,20(

%

4.85%

*
*

*




Name of Selling Stockholder

Douglas Alan Jenki

Douglas J. Cook & Christine Cot

Douglas Miller

E. Elaine Schuste

E55 LP

Edward W. Gray and Sharon H. Gi

Elizabeth J. Hansc

Elizabeth J. Hanson, IR

Enable Growth Partners L

Enable Opportunity Partners |

Ervin Living Trust

Ervin Living Trust Dtd.7/6/95, Robert D. Ervin & Ri Y. Ervin C-TTEES
First Trust Corporation TTEE FBO: Lynn C. Kalc
First Trust Corporation TTEE FBO: Mary A. Kalc
Frank M. Mandol¢

Fred S. Harpe

Gary Hanson & Elizabeth Hans:

Gemini Master Fund, Ltc

Geoffrey Kopecky

George E. Liberat

George Jarkesy, <

George and Linda Bostc

Gerald L. King & Sherry J. Kini

Gerald W. Browr
Greeley Orthodontic Center, P.C. Profit Sharingstfbo Gary J.
Kloberdanz

Gregg Lermar

H. Michael Lamber

Harold E. Tellefsen Trus

Harry Groszeck

HRBFA Custo. of the IRA FBO Mary Ann Sharrc

HRBFA Custo. of the IRA FBO Paul G. Sharr

|. Dwyane Davis

Insiders Trend Fund L

J. Roy Jones & James M. Jones, Charitable Remauhd&ust

Footnote
Numbers

42

59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.
72.
73.
74.
75.
76.
7.
78.

79.
80.
81.

82.
83.
84.
85.
86.
87.
88.
89.
90.
91

Number of
Shares of
Common Stock
Beneficially
Owned (1)

7,831

658
3,91¢
3,88¢
1,951
4,667
1,96(

124,01:
14,00(
3,991
3,88¢
93¢
2,582
8,12¢
10,73¢
2,08¢
19,58t
56
4,06¢
121,25(
77C

18

374
24,59(
5,45¢
7,00
7,07¢
6,681
7,78%
8,53t

Number of
Shares of
Common

Stock Offered

Hereunder

7,831

658
3,91¢
3,88¢
1,951
4,667
1,96(

124,01:
14,00(
3,991
3,88¢
93¢
2,582
8,12¢
10,73¢
2,08¢
19,58t
56
4,06¢
121,25(
77C

18

374
20,09(
5,45¢
7,00
7,07¢
6,681
7,78%
8,53t

Number

Number and % of

Outstanding Shares
of Common Stock Owned
After Completion of

Offering (2)
%




Number of Number of Number and % of
Shares of Shares of Outstanding Shares
Common Stock Common of Common Stock Owned
Footnote Beneficially Stock Offered After Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering (2)
Number %
Jack Dulwortr 92. 7,77¢ 7,77¢ -
Jack M. Franks Revocable Trust dtd 06/25/91; Jackidnks, TTEE 93. 11 11 -
James A. Bosto 94. 2,46¢ 2,46¢ -
James E. Stried: 95. 10,09¢ 10,09¢ -
James G. Geistfeld Living Tru 96. 1,95¢ 1,95¢ -
Jarkesy Foundation, In 97. 40,87¢ 40,87¢ -
Jaye S. Venuti, D.D.S. Retirement Plan Trust; Jay€enuti & Michael
Yokoyama, TTEES 98. 14 14 -
Jerome T. Usali 99. 56,67¢ 56,67 -
Jerry Sextor 100. 39E 39E -
Jessica Spradlin 101 23,33 23,33 -
Jimmy C. Williams 102. 45,91 5,121 40,79(
John C. Bult, TTEE 103 4 4 -
John G. Ariko, Jr 104 35 35 -
John H. Crutchfielc 105 19,50¢ 19,50¢ -
John Parmigiar 106. 187 187 -
John T. Borges 107 9,28t 9,28t -
Jonathan Ricl 108 34 34 -
Joseph D. Mandol 109 16,08! 16,081 -
Joseph L. Draskovic 110 1,99¢ 1,99¢ -
Joyce E. Burrit 111 2,001 2,001 -
JSM Capital Holdings Corj 112 123 123 -
Kalcic Exemption Trus 113 1,99¢ 1,99¢ -
Kenneth & Jill Flint, TTEES- The Kenneth W. Flint Family Protection ~ 114 7 7 -
Kenneth O. Stahl/Frederick R. Stahl, Jr. (P( 115 2 2 -
Kirk Folkerts 116 19,36: 14,04¢ 5,317
Lakeview Direct Investments, L 117 15,55¢ 15,55¢ -
Larry R. Crame 118 34 34 -
Lawrence S. Yunke 119 1,167 1,167 -
LB (Swiss) Private Bank LTI 120. 5,07¢ 5,07¢ -
Linda M. Barone/Larry R. Zill 121 4,89¢ 4,89¢ -
Liparus, LLC 122 1,95¢ 1,95¢ -
Lippert Heilshorn & Associates In 123 3,101 3,101 -
Lone Star No. 1, Lt 124 7,938 7,938 -
Lorie Cook 125 262 262 -
Louis R. Reif 126 7,25C 4,99( 2,26(
Lynn Rach 127 8 8 -
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Name of Selling Stockholder

Marcus F. Wray

Mark A. Stewart

Mark S. Bolanc

Mark Stutzmar

Mary A. Kalcic Irrevocable Trust dtd 11/11/~ Paul Kalcic, TTEE
Michael and Kristine Marral

Michael Hamblet

Michael K. Boudreau:

Michael C. Neuman

Millard B. Ryland, IRA

Mitchell Sassowe

Monarch Capital Group, LL(

Nancy A. Korpi

Nancy R. Greer Lini

Nelson Wooster Living Trust; Nelson Wooster, TT
NFS LLC/FMTC FBO Richard E Crawfol

Nick Lippuner & Marianne Lippune

Norman R. Morris Living Trus

Oxnard Camarillo Anesthesiologist Group MPP; Vahc&alcic TTEE
Pamela Dru Sutto

Panacea Fund, LL

Pankaj A. Pate

Parsifal Investments, L.

Patrick Linbeck

Paul G. Sharrov

Paul Masters, IR/

Pershing LLC as Custodian FBO Kinnary Patel RolidiRA
Pershing LLC as Custodian FBO Kinnary Patel RotA
Peter Bischofberge

Pinnacle Trust Co., LT/

Plum Glen Partners, L.P.; Jerry Mendelson GeneagthBr
Provident Premier Master Fund, L

Ratcliff Investments; Attn: Robert Ratcl

Footnote
Numbers

44

128

129

130.

131

132

133

134

135

136

137

138

139

140.

141

142

143

144

145

146

147

148

149

150.

151

152

153

154

155

156

157

158

159

160.

Number of
Shares of
Common Stock
Beneficially
Owned (1)

3,88¢
23,26
7,851
53¢

4,667
9,751
1,95¢
1,97¢
5,441
2,33
85

21
3,88¢
2
9,79:
5,89t
3,88¢
18
4,88¢
38,961
19,53
8,167
7,861
1,95¢
9,72t
7,77¢
7,77¢
5
38,88¢
18
39,067
18

Number of
Shares of
Common

Stock Offered

Hereunder

3,88¢
17,95
7,851
53¢

4,667
9,751
1,95¢
1,97¢
5,44
2,33
85

21
3,88¢
2
9,79:
5,89t
3,88¢
18
4,88¢
38,961
19,53
8,167
2,861
1,95¢
9,72t
7,77¢
7,77¢
5
38,88¢
18
39,067
18

Number

Number and % of

Outstanding Shares
of Common Stock Owned
After Completion of

Offering (2)
%

5,317




Name of Selling Stockholder

Renaissance Interests, L
Richard N. Erns

Richard T. Jeleniewsl
Robert F. Donatha

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

7/22/85

Roland Hartmai

Ronald Brangwyt

Rudy Aguirre and Therese Mosqueda Pc

S. Edmund Rescini

SAA Trust

SAA Trust, Paul & MaryAnn Mallis TTEE:

Salient Partner

Sam Buck

Sanders Morris Harri

Sandra L. Livne)

Schroder & Co Bank A(

Scott B. Seama

Scott Shapirc

Shantilal C. Patide

SIBEX Capital Fund, Inc

SMI Re Limited

Snehal Pate

Snehal S Patel & Kinnary Patel, Jt. Tenants in Com
Stahl Family Revocable Living Trust date-23-01
Starboard Capital Marke

Stephen Co:

Sterling Trust Co fbo Carol A. Wyr

Sterling Trust Company, Custodian fbo Harold El&feen
Steven Sac

Stone & Sutton, P.A. P/S Trust Pam Sutton, Tru
Suzette Brown Special Needs Tr- Melodie Z. Scott, Truste
Sylvan Associates; Paul A. Kalcic Managing Par

T. William Merrill

TCMP3 Partners, L.F

Footnote
Numbers

45

161

162

163

164

165

166

167

168

169

170

171

172

173

174

175

176

177

178

179

180.

181

182

183

184

185

186

187

188

189

190.

191

192

193

194

Number of
Shares of
Common Stock
Beneficially
Owned (1)

31,33¢
19,58¢

4,90¢
19,50¢

2
29,79¢
3,88¢
2,004
7,77¢
3,897
2,93¢
8,792
4,661
49,34¢
5,87¢
79,53
464,52:
374
13,41
46,66
242,30!
37,622
180,08(
1,99¢
10C

272
3,88¢
3,62
4,661
1,951

5

4

7,77¢
19,57¢

Number of
Shares of
Common

Stock Offered

Hereunder

16,33¢
19,58¢

4,90¢
19,50¢

2
9,79¢
3,88¢
2,004
7,77¢
3,897
2,93¢
8,792
4,661

49,34¢
2,33:
34,53:
8,88:
374
8,911
46,667
222,30!
32,23
64,58(
1,99¢
10C
272
3,88¢
3,62
4,661
1,951

5

4
7,77¢

19,57¢

Number

Number and % of

Outstanding Shares
of Common Stock Owned
After Completion of

Offering (2)

15,00(

3,54z
45,00(
456,79°

4,50(
20,00(
5,39(C
115,50(

%

6.67%
.
x
*
.
*
1.71%
*
x

*




Number of Number of Number and % of
Shares of Shares of Outstanding Shares
Common Stock Common of Common Stock Owned
Footnote Beneficially Stock Offered After Completion of
Name of Selling Stockholder Numbers Owned (1) Hereunder Offering (2)
Number %
Terry H. Wesne 195 33,95¢ 20,30! 13,651
Terry Wesner & MaryAnn Wesni 196 10,04¢ 10,04 -
The Barr Asset Family Lt. Partnership, Warren B&eneral Partne 197 4 4 -
The G. W. Sleezer Revocable Trust dtd 12/0: 198 31 31 -
The Hazen A. Sandwick & Josephine Sandwick Revechbiing Trust 199 7 7 -
Thomas K. Benedict & Liesbeth L. Bened 200. 20 20 -
Thomas S. Browe 201 2 2 -
Thomas Suppar 202. 35C 35C -
Thomas Thompso 203 463 463 -
Timothy L. Brawnel 204 1,95¢ 1,95¢ -
Todd R. Allen 205 5,85t 5,85t -
Tom Tice 206 262 262 -
Trappe & Dusseault P.A. Profit Sharing Plan Trig#2351454; Owen S.
Trappe & Brian Dusseault, TTEE 207 18 18 -
Trevor J. Brown, Inc. DB Pension Plan, Trevor JowBn &/or Annette
Kowalaski, TTEES 208 16 16 -
University of Chicagc 55,04( 55,04( -
vFinance Managed by Jonathan C. F 209 86C 86C -
Walter Miller 210 682 682 -
Walter W. Pollack, Jt 211 23,33: 23,33: -
Yellowstone Equity Partners, Lt 212 15,167 15,167 -

FOOTNOTES:

1. Beneficial ownership is determined in accordancth whe rules of the Securities and Exchange Comiamisand generally includes voting or investment powith
respect to securities. Shares of common stock sutgjeoptions or warrants currently exercisablexercisable within 60 days of June 19, 2006 arenéeleoutstandir
for computing the percentage of the person holdingh option or warrant but are not deemed outstanfdir computing the percentage of any other person

2. Percentage is based on 6,696,784 shares of comoanaitstanding.

3. Includes 2,223 shares of common stock underlyingams

4. Includes 1,867 shares of common stock underlyingamés. Saleh M Shenaqg exercises voting and disp@gdower over all of the shares beneficially odnwy
AFDSMSSAS.

5. Number of shares of common stock beneficially owaad number of shares of common stock offered dedu22,222 shares of common stock underlying wes:.
Albert & Margaret Alkek Foundation is a private @stment fund. Scott Seaman exercises voting apositsre power over all of the shares beneficiallyned by Albel
& Margaret Alkek FoundatioNumber of shares beneficially owned includes 138 Siares of common stock underlying warrants reltde financing completed Ap
13, 2006.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

. Number of shares of common stock beneficially owaad number of shares of common stock offered dedul8,223 shares of common stock underlying wes.

Alkek & Williams Ventures is a private investmeninfl. Scott Seaman exercises voting and dispogitbveer over all of the shares beneficially ownedAllkek &
Williams Ventures. Number of shares beneficiallynad includes 125,000 shares of common stock uridgriyarrants related to a financing completed Ap8) 2006.

. Includes 39,620 shares of common stock underlyiagamts. Alpine Atlantic Asset Management AG isrizaie investment fund. Willy Betschart exercisesinvg anc

dispositive power over all of the shares benefigialvned Alpine, a Zurich based private investnfend.

. Includes 187 shares of common stock underlying avast Anastasios and Tabitha Belesis are finaroiasultants and acquired these securities in cdiomewith oul

June/July 2005 offering.

. Includes 4,534 shares of common stock underlyingamés.

Includes 2,350 shares of common stock underlyingamas.

Includes 8,041 shares of common stock underlyingamas.

Includes 1,427 shares of common stock underlyingamés. Anthony M. Sensoli exercises voting angaitive power over all of the shares beneficiallyned b
Anthony M. Sensoli, IRA Charles Schwab & Co., IGaistodian.

Includes 4,596 shares of common stock underlyingamas.

Includes 17 shares of common stock underlying vésta

Includes 951 shares of common stock underlying avast Arthur J. Goodwin exercises voting and digpaspower over all of the shares beneficially @airby Arthu
J. & Phyllis C. Goodwin 2001 Family Trust Dated @-@1.

Includes 4 shares of common stock underlying wasran

Includes 8,890 shares of common stock underlyingamés.

Includes 947 shares of common stock underlying avest

Includes 1,933 shares of common stock underlyingamas.

Includes 4,445 shares of common stock underlyingamas.

Includes 2,478 shares of common stock underlyingamés.

Includes 1,778 shares of common stock underlyingamés. Brewer and Pritchard, PC is a professicogboration. Thomas Pritchard exercises voting disgositive
power over all of the shares beneficially ownedBogwer and Pritchard PC.

Includes 9,898 shares of common stock underlyingamas.

Includes 2,227 shares of common stock underlyingamés.
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25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

Includes 2,365 shares of common stock underlyingamés.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul,223 shares of common stock underlying was.
Number of shares beneficially owned includes 31,66ffons that are vested that are vested with @ncese price of $5.00 per share and 10,000 opticaisare veste
with an exercise price of $30.00 per share.

Includes 946 shares of common stock underlying avaist Mr. George R. Cameron exercises voting aspogitive power over all of the shares beneficiallyned b
Cameron Living Trust.

Includes 5 shares of common stock underlying wasran

Includes 35 shares of common stock underlying vmsraCarmelo Troccoli is a financial consultant @edjuired these securities in connection with aureluly 200
offering.

Includes 9,423 shares of common stock underlyingamés. William Pinamonti exercises voting and difive power over all of the shares beneficiallyned by
Centrum Bank AG.

Includes 4,445 shares of common stock underlyingamés.

Includes 22,223 shares of common stock underlyiagamts. Cimarron Biomedical Equity Master Fundrsinvestment fund. J. H. Cullum Clark has the potwevote
and dispose of PharmaFrontiers Common Stock ownéZirharron Biomedical Equity Master Fund.

Includes 424 shares of common stock underlying avas: Mary Ann Wesner exercises voting and dispesgower over all of the shares beneficially owrigdMary
Ann Wesner, 2004 Roth IRA.

Includes 231 shares of common stock underlying avast Mary Ann Wesner exercises voting and dispesfiower over all of the shares beneficially owtgdMary
Ann Wesner, 2005 Roth IRA.

Includes 330 shares of common stock underlying avast Terry Wesner exercises voting and disposjtieeer over all of the shares beneficially ownedTwyrry
Wesner, 2004 Roth IRA.

Includes 423 shares of common stock underlying avas: Terry Wesher exercises voting and disposjieeer over all of the shares beneficially ownedTwyry
Wesner, 2005 Roth IRA.

Includes 2,223 shares of common stock underlyingamés. CKW LLC is a private investment fund. Davi&kowalick exercises voting and dispositive poweer all o
the shares beneficially owned by CKW LLC.

Includes 4,949 shares of common stock underlyingamés. Clariden Investments LTD. Is a private stagent fund. Ricd-ee Ingram exercises voting and dispos
power over all of the shares beneficially ownedtgriden Investments LTD.

Includes 374 shares of common stock underlying avast Clemente Capital Management, LLC is an imrest firm that acquired these securities for unditirvg
activities. Guy Clemente has the power to votedisgose of PharmaFrontiers Common Stock owned byn€hte Capital Management, LLC.
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40.

41.

42.

43.

44.

45.

46.

47

48.

49.

50.

51.

52.

53.

54.

55.

56.

Includes 66,667 shares of common stock underlyirgramts. Crestview Capital Master, LLC is a privateestment fund. Daniel |. Warsh exercises votamg
dispositive power over all of the shares benefigialvned by Crestview Capital Master, LLC.

Includes 4,715 shares of common stock underlyingamés. John Crutchfield exercises voting and digp@ power over all of the shares beneficiallyned by
Crutchfield Family 1976 Trust

Includes 9,894 shares of common stock underlyingamés.

Includes 2,370 shares of common stock underlyingamas.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu6,967 shares of common stock underlying was.
Number of shares beneficially owned includes 42 ,6pons that are vested with an exercise price3® 00 and 40,000 options that are vested withxancese price ¢
$5.00 per share..

Includes 1,778 shares of common stock underlyingamas.

Includes 1,334 shares of common stock underlyingamés.

. Includes 970 shares of common stock underlying avest

Includes 16 shares of common stock underlying vdsta

Number of shares of common stock beneficially owaad number of shares of common stock offered dedu70,631 shares of common stock underlying wes.
Davis Investments V, LP is a private investmentdfu@hristopher Davis exercises voting and disposipower over all of the shares beneficially owfgdDavis
Investments V, LP. Number of shares beneficiallynedincludes 7,500 shares of common stock underlyirrants related to a financing completed Ap3il 2006.

Includes 771 shares of common stock underlying avas: Andre Guay exercises voting and dispositasegs over all of the shares beneficially owned hydfe Guay
IRA.

Includes 1,156 shares of common stock underlyingamés. Gisele Guay exercises voting and dispasjtimwer over all of the shares beneficially owngdliisele Guay
IRA.

Includes 974 shares of common stock underlying avdist Ronald Brangwyn exercises voting and dispesfiower over all of the shares beneficially owtgdRonalc
Brangwyn, IRA.

Includes 2,667 shares of common stock underlyingamas.

Number of shares of common stock beneficially owaad number of shares of common stock offered dedul 7,780 shares of common stock underlying wes.
Laura Liang exercises voting and dispositive poasgr all of the shares beneficially owned by DLDrig Investments, LLC. Number of shares benefigiaivnec
includes 110,000 shares of common stock underlyiagants related to a financing completed April 2806.

Includes 9,580 shares of common stock underlyingamas.

Includes 4 shares of common stock underlying wasran
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57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

Includes 24 shares of common stock underlying visra

Includes 21 shares of common stock underlying isra

Includes 3,790 shares of common stock underlyingamas.

Includes 4 shares of common stock underlying wasran

Includes 655 shares of common stock underlying avest

Includes 1,867 shares of common stock underlyingamés.

Includes 2,223 shares of common stock underlyingamés. Fanny Chan exercises voting and dispogitbveer over all of the shares beneficially ownedd5pLP.

Includes 944 shares of common stock underlying avest

Includes 2,667 shares of common stock underlyingamés.

Includes 949 shares of common stock underlying avast Elizabeth J. Hanson exercises voting andodispe power over all of the shares beneficiallyned by
Elizabeth J. Hanson, IRA.

Includes 65,721 shares of common stock underlyinagamts. Enable Growth Partners LP is a privatestment fund. Brendan Re&il exercises voting and disposit
power over all of the shares beneficially owned&mable Growth Partners LP.

Includes 8,000 shares of common stock underlyingramés. Enable Opportunity Partners LP is a privatestment fund. Brendan Reil exercises voting ai
dispositive power over all of the shares benefigialvned by Enable Opportunity Partners LP.

Includes 1,938 shares of common stock underlyingamés. Robert D. Ervin exercises voting and digpeaspower over all of the shares beneficially @sirby Ervir
Living Trust.

Includes 2,223 shares of common stock underlyingamés. Robert D. Ervin & Rita Y. Ervin COTEES exercise voting and dispositive power ovéofthe share
beneficially owned by Ervin Living Trust Dated 726/

Includes 455 shares of common stock underlying avast Lynn C. Kalcic exercises voting and dispesifiower over all of the shares beneficially owbgd-irst Trus
Corporation TTEE FBO: Lynn C. Kalcic.

Includes 1,251 shares of common stock underlyingamés. Mary A. Kalcic exercises voting and disfigsi power over all of the shares beneficially odr®y Firs
Trust Corporation TTEE FBO: Mary A. Kalcic.

Includes 3,959 shares of common stock underlyingamas.

Includes 5,533 shares of common stock underlyingamas.

Includes 1,080 shares of common stock underlyingamés.
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76.

77.

78.

79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

96.

Includes 9,477 shares of common stock underlyingamés. Gemini Master Fund, Ltd. is a private irnment fund. Steven Winters exercises voting angatiiive
power over all of the shares beneficially owned3smini Master Fund, Ltd.

Includes 56 shares of common stock underlying vésta

Includes 1,980 shares of common stock underlyingamés.

Includes 440 shares of common stock underlying avest

Includes 4 shares of common stock underlying wasran

Includes 4 shares of common stock underlying wasran

Includes 18 shares of common stock underlying visra

Includes 374 shares of common stock underlying avdast Gregg Lerman is a financial consultant argliged these securities in connection with our Jiuig 200!
offering.

Includes 9,766 shares of common stock underlyingamas.

Includes 2,980 shares of common stock underlyingamés. Harold E. Tellefsen exercises voting arspasitive power over all of the shares beneficiallyned b
Harold E. Tellefsen Trust.

Includes 4,000 shares of common stock underlyingamas.

Includes 3,425 shares of common stock underlyingamés. Mary Ann Sharrow exercises voting and digp@ power over all of the shares beneficiallynad by
HRBFA Custodian of the IRA FBO Mary Ann Sharrow.

Includes 3,235 shares of common stock underlyingamés. Paul G. Sharrow exercises voting and dispegpower over all of the shares beneficially @drby HRBF/
Custodian of the IRA FBO Paul G. Sharrow.

Includes 4,106 shares of common stock underlyingamés.

Includes 4,149 shares of common stock underlyingamés. Insiders Trend Fund LP is a private investnfund. Anthony Marchese exercises voting angadiiive
power over all of the shares beneficially ownednsiders Trend Fund LP.

Includes 4 shares of common stock underlying wasran

Includes 4,445 shares of common stock underlyingamés.

Includes 11 shares of common stock underlying vdsta

Includes 2,063 shares of common stock underlyingamas.

Includes 4,914 shares of common stock underlyingamés.

Includes 948 shares of common stock underlying avdst James G. Geistfeld exercises voting and siithg® power over all of the shares beneficiallynad by Jame

G. Geistfeld Living Trust.
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97.

98.

99.

100.

101.

102.

103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

113.

114.

115.

116.

117.

118.

Includes 21,301 shares of common stock underlyiagramts. George Jarkesy Jr. exercises voting asubsitive power over all of the shares beneficiallyned b
Jarkesy Foundation.

Includes 14 shares of common stock underlying vndsta

Includes 32,128 shares of common stock underlyiagamts.

Includes 395 shares of common stock underlying avest

Includes 13,334 shares of common stock underlyiagamts.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu2,755 shares of common stock underlying was.
Number of shares beneficially owned includes 8,8Btons that are vested with an exercise price3®. @ and 3,125 options that are vested with anceseeprice ¢
$7.00.

Includes 4 shares of common stock underlying wasran

Includes 35 shares of common stock underlying isra

Includes 9,433 shares of common stock underlyingamés.

Includes 187 shares of common stock underlying avas: John Parmigiani is a financial consultant acguired these securities in connection with amelJuly 200
offering.

Includes 4,963 shares of common stock underlyingamés.

Includes 34 shares of common stock underlying wsralonathan Rich is a financial consultant arglimed these securities in connection with our Jiuwig 200!
offering.

Includes 8,161 shares of common stock underlyingamas.

Includes 969 shares of common stock underlying avest

Includes 972 shares of common stock underlying avest

Includes 123 shares of common stock underlying avast JSM Capital Holdings Corp. is a financial sidtant and acquired these securities in conneatiéim out
June/July 2005 offering.

Includes 972 shares of common stock underlying avast Paul A Kalic exercises voting and disposifpaaver over all of the shares beneficially ownedHKaslic
Exemption Trust.

Includes 7 shares of common stock underlying wasran

Includes 2 shares of common stock underlying wasran

Includes 7,169 shares of common stock underlyingamés.

Includes 8,889 shares of common stock underlyingamés. Thomas Elden exercises voting and dispesfiower over all of the shares beneficially owbhgd_akeviev
Direct Investments, LP.

Includes 34 shares of common stock underlying isra
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119.

120.

121.

122.

123.

124.

125.

126.

127.

128.

129.

130.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

Includes 564 shares of common stock underlying avest

Includes 2,474 shares of common stock underlyingamés. Olaf Herr exercises voting and disposifiesver over all of the shares beneficially ownedUBy (Swiss'
Private Bank LTD.

Includes 2,371 shares of common stock underlyingamés.

Includes 947shares of common stock underlying wssraGregory Mallis exercises voting and disposithower over all of the shares beneficially owngd_lparus
LLC.

Includes 1,772 shares underlying warrants. Keithippert has the power to vote and dispose of lizees owned by Lippert Heilshorn & Associates, Inc.

Includes 4,534 shares of common stock underlyingamés. James H. Glanville exercises voting angdatigive power over all of the shares beneficiallyned by Lon
Star No. 1, Ltd

Includes 262 shares of common stock underlying avest

Includes 2,424 shares of common stock underlyingamés.

Includes 8 shares of common stock underlying wasran

Includes 2,223 shares of common stock underlyingamas.

Includes 9,401 shares of common stock underlyingamas.

Includes 4,147 shares of common stock underlyingamés.

Includes 536 shares of common stock underlying avest

Includes 4 shares of common stock underlying wasran

Includes 2,667 shares of common stock underlyingaméas.

Includes 4,715 shares of common stock underlyingamés.

Includes 946 shares of common stock underlying avest

Includes 959 shares of common stock underlying avest

Includes 3,111 shares of common stock underlyingamés. Millard B. Ryland exercises voting and dsitive power over all of the shares beneficialyned by Millarc
B. Ryland IRA.

Includes 1,333 shares of common stock underlyingamés.

Includes 85 shares of common stock underlying wsraMonarch Capital Group, LLC is an investmentnfihat acquired these securities for underwritiagjvities
Anthony Marchese has the power to vote and dispbBdarmaFrontiers Common Stock owned by Monarghit@aGroup, LLC.

Includes 21 shares of common stock underlying isra

Includes 1,880 shares of common stock underlyingamés.
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142.

143.

144.

145.

146.

147.

148.

149.

150.

151.

152.

153.

154.

155.

156.

157.

158.

159.

160.

Includes 2 shares of common stock underlying wasran

Includes 4,739 shares of common stock underlyingamés. Richard E. Crawford exercises voting arspaisitive power over all of the shares beneficiallned by NF.
LLC/FMTC FBO Richard E. Crawford.

Includes 3,198 shares of common stock underlyingamés.

Includes 2,223 shares of common stock underlyingamés. Norman R. Morris exercises voting and disfhee power over all of the shares beneficiallyned by
Norman R. Morris Living Trust

Includes 18 shares of common stock underlying vdsta
Includes 2,367 shares of common stock underlyingamés.

Includes 22,267 shares of common stock underlyiagamts. Panacea Fund, LLC is a private investrismd. Charles Polsky exercises voting and dispasitiowe
over all of the shares beneficially owned by Paadeend, LLC.

Includes 9,448 shares of common stock underlyingamés.

Includes 4,667 shares of common stock underlyingamés. Parsifal Investments, L.P. is a privateestment fund. Alfred L. Deaton Il exercises voteugd dispositiv
power over all of the shares beneficially ownedPaysifal Investments, L.P.

Includes 2,861 shares of common stock underlyingamés. Patrick Linbeck is a financial consultantl acquired these securities in connection withJoume/July 20C
offering.

Includes 948 shares of common stock underlying avest

Includes 4,701 shares of common stock underlyingamés. Paul Masters exercises voting and dispesjpower over all of the shares beneficially owigdPau
Masters IRA.

Includes 3,759 shares of common stock underlyingamés. Kinnary Patel exercises voting and dispasipower over all of the shares beneficially owrgdKinnary
Patel Rollover IRA.

Includes 3,759 shares of common stock underlyingamés. Kinnary Patel exercises voting and dispasipower over all of the shares beneficially owmgdKinnary
Patel Roth IRA.

Includes 5 shares of common stock underlying wasran

Includes 22,223 shares of common stock underlyiagramts. Pinnacle Trust Co., LTA is a private inment fund that acquired these securities for umdéng
activities. Andrew Linbeck has the power to votd dispose of PharmaFrontiers Common Stock owndelitnyacle Trust Co., LTA.

Includes 18 shares of common stock underlying isra

Includes 18,896 shares of common stock underlyingramts. Provident Premier Master Fund, Ltd. igigape investment fund. Steven Winters exerciseingoanc
dispositive power over all of the shares benefigialvned by Provident Premier Master Fund, Ltd.

Includes 18 shares of common stock underlying isra
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161.

162.

163.

164.

165.

166.

167.

168.

169.

170.

171.

172.

173.

174.

175.

176.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu9,333 shares of common stock underlying was.
Renaissance Interests, L.P. is a private investfiomat Bradley C. Karp exercises voting and disfasipower over all of the shares beneficially odry Renaissan
Interests, L.P. Number of shares beneficially owimetldes 5,000 shares of common stock underlyiagants related to a financing completed April 2306.

Includes 9,477 shares of common stock underlyingamés.

Includes 2,375 shares of common stock underlyingamés.

Includes 9,434 shares of common stock underlyingamas.

Includes 2 shares of common stock underlying wasran

Includes 4,741 shares of common stock underlyingamés.

Includes 2,223 shares of common stock underlyingamés.

Includes 974 shares of common stock underlying avest

Includes 4,445 shares of common stock underlyingamas.

Includes 2,227 shares of common stock underlyingamés. Paul and Mary Ann Mallis TTEES exerciseingtand dispositive power over all of the sharesefieially
owned by SAA Trust.

Includes 1,420 shares of common stock underlyingamés. Paul and Mary Ann Mallis TTEES exerciseingtand dispositive power over all of the sharesedfieially
owned by SAA Trust Paul and Mary Ann Mallis TTEES.

Includes 8,792 shares of common stock underlyingamés. Salient Partners is an investment firm tejuired these securities for underwriting ad#sit Andrev
Linbeck has the power to vote and dispose of Phramiers Common Stock owned by Salient Partners.

Includes 2,667 shares of common stock underlyingamas.

Includes 15,499 shares of common stock underlyingamts. Sanders Morris Harris is an investment finat acquired these securities for underwritiotivéties. Ber
Morris has the power to vote and dispose of Pharordgiers Common Stock owned by Sanders Morris Harri

Number of shares of common stock beneficially owaed number of shares of common stock offered dedul,333 shares of common stock underlying was.
Number of shares beneficially owned includes 2,6pflons that are vested with an exercise price3.80 and 875 options that are vested with an eemrice o
$7.00.

Number of shares of common stock beneficially owaad number of shares of common stock offered thedul6,819 shares of common stock underlying wes.
Number of shares beneficially owned includes 15,8B8res of common stock underlying warrants reléted financing completed April 13, 2006.Markus It
exercises voting and dispositive power over athefshares beneficially owned by Schroder & Co Bagk.
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177.

178.

179.

180.

181.

182.

183.

184.

185.

186.

187.

188.

189.

Number of shares of common stock offered includ@848 shares of common stock underlying warrantsnb&r of shares beneficially owned includes: (i)286, share
underlying an option; (ii) 263,667 shares of commstotk held by Ventures; (iii) 18,223 shares of owon stock underlying series C warrants exercisab®30.00 pe
share held by Ventures; (iv) 125,000 shares of comstock underlying the April 2006 warrants held\sntures; (v) 5,334 shares of common stock undeglgeries (
warrants exercisable at $30.00 per share; and (300 shares of common stock underlying the A@d@warrants.

Includes 374 shares of common stock underlying avast Scott Shapiro is a financial consultant acglied these securities in connection with oureluly 200!
offering.

Includes 4,664 shares of common stock underlyingamés.

Includes 26,667 shares of common stock underlyigramts. SIBEX Capital Fund, Inc. is a private stweent fund. Oleg S. Krasnoshchek exercises vaimg
dispositive power over all of the shares benefigialvned by SIBEX Capital Fund, Inc.

Includes 108,175 shares of common stock underlyingants. SMI Re Limited is a private investmemduDr. Reginal McDaniel exercises voting and dsstee
power over all of the shares beneficially owned3d§l Re Limited.

Number of shares of common stock beneficially owaad number of shares of common stock offered thedul0,332 shares of common stock underlying wes.
Number of shares beneficially owned includes 58%es of common stock underlying warrants relaiedfinancing completed April 13, 20!

Number of shares of common stock beneficially owaad number of shares of common stock offered dedu31,418 shares of common stock underlying wes.
Number of shares beneficially owned includes 38 &t#res of common stock underlying warrants reladedfinancing completed April 13, 20C

Includes 970 shares of common stock underlying avas: Frederick Stahl Jr. exercises voting andodisipe power over all of the shares beneficiallyned by Stat
Family Revocable Living Trust Dated 8-23-01.

Includes 100 shares of common stock underlying avast Starboard Capital Markets is an investment that acquired these securities for underwritgyvities
Michael Hamblet has the power to vote and dispé$tharmaFrontiers Common Stock owned by Starboagit&l Markets.

Includes 272 shares of common stock underlying avest

Includes 1,880 shares of common stock underlyingamés. Carol A Wynn exercises voting and dispesifiower over all of the shares beneficially owbgdSterling
Trust Company FBO Carol A. Wynn.

Includes 1,762 shares of common stock underlyingamés. Harold E Tellefsen exercises voting angahitive power over all of the shares beneficialyned b
Sterling Trust Company Custodian FBO Harold E Ts#a.

Includes 2,667 shares of common stock underlyingaméas.
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190.

191.

192.

193.

194.

195.

196.

197.

198.

199.

200.

201.

202.

203.

204.

205.

206.

207.

208.

209.

210.

211.

212.

Includes 950 shares of common stock underlying avdst Pam Sutton exercises voting and dispositiweep over all of the shares beneficially owned b&.RP/S Trus
Pam Sutton Trustee.

Includes 5 shares of common stock underlying wasran

Includes 4 shares of common stock underlying wasran

Includes 4,445 shares of common stock underlyingamés.

Includes 9,474 shares of common stock underlyingamés. TCMP3 Partners, LP is a private investnfiend. Steve Slawson exercises voting and dispesfinwer ove
all of the shares beneficially owned by TCMP3 PersnLP.

Number of shares of common stock beneficially owaed number of shares of common stock offered dedu9,887 shares of common stock underlying was.
Number of shares beneficially owned includes 8,@5tions that are veste

Includes 4,883 shares of common stock underlyingamas.

Includes 4 shares of common stock underlying wasran

Includes 31 shares of common stock underlying visra

Includes 7 shares of common stock underlying wasran

Includes 20 shares of common stock underlying vndsta

Includes 2 shares of common stock underlying wasran

Includes 350 shares of common stock underlying avdst Thomas Suppanz is a financial consultantaandired these securities in connection with omeliuly 200
offering.

Includes 463 shares of common stock underlying avest

Includes 948 shares of common stock underlying avest

Includes 3,174 shares of common stock underlyingamés.

Includes 262 shares of common stock underlying avest

Includes 18 shares of common stock underlying vadsta

Includes 16 shares of common stock underlying isra

Includes 860 shares of common stock underlying avast VFinance is an investment firm that acquiresbe securities for underwriting activities. Jtwat C. Rich he
the power to vote and dispose of Opexa TherapeGticsmon Stock owned by vFinance.

Includes 682 shares of common stock underlying avest
Includes 13,334 shares of common stock underlyiagamts.
Includes 8,667 shares of common stock underlyingamés. Yellowstone Equity Partners, Ltd. is a atévinvestment fund. Brenda Lee exercises votirnydispositiv

power over all of the shares beneficially ownedvigjlowstone Equity Partners, Ltd.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

Prior to the April 2006 financing, Mr. Seaman, widually owned 5,050 shares of our common stocki 8eries C warrants to purchase 4,000 shares afuti
common stock. In addition, Ventures, an entity imal Mr. Seaman may be deemed to have voting pawefor investment power, owned 13,667 shares otommon stocl
and Series C warrants to purchase 18,223 shard® @@ompanys common stock. In connection with the April 20@@ahcing, (i) Mr. Seaman individually purchased0l&
shares of our common stock and was issued a Wagmirchase 7,500 shares of our common stock(igndentures acquired 250,000 shares of our commstoek and
Warrant to purchase 125,000 shares of our comnuak.sPursuant to the Foundation 13D, Mr. Seamarcbasluded that he does not have beneficial owigstthe shares
stock held by the Foundation. Additionally, pursutmthe Foundation 13D, Mr. Seaman and other temppersons named therein may be deemed to aatestt group fc
purposes of Section 13(d) or Section 13(g) of tkehange Act. However, the Foundation, Venturdgdwil, Ltd., and Mr. Seaman expressly disclainth@t, for purposes
Section 13(d) or Section 13(g) of the Exchange faty are a member of a group with respect to eaursties held by DLD Family Investments, LLC, Mwnold, Mr. Bailey o
Ms. Williams and (ii) that they have agreed to tagtether with DLD Family Investments, LLC, Mr. Arido Mr. Bailey or Ms. Williams as a group other thas described in t
Foundation 13D. The reporting persons in the Fotiodd 3D, other than Mr. Seaman and Ventures, awthé aggregate:i 786,667 shares of common stock; (ii) 44,445 et
of common stock underlying Series C warrants esalie at $30.00 per share; and (i) 260,000 shafresmmon stock underlying April 2006 Warrants.

In connection with the April 2006 financing, (i) IRBatir Group, Inc., an entity in which Dr. Bailep$ivoting power and/or investment power, acqui@0d0 shares
our common stock and a Warrant to purchase 5,08@stof the Company’common stock, (ii) ) MDB Capital Group LLC, artignin which Dr. Bailey is an managing direct
but disclaims any voting power and/or investment@g acquired 200,000 shares of the Company’s camstack and a Warrant to purchase 100,000 sharéedompanys
common stock, and (iii) MDB Capital Group LLC reeed $1,723,300 for its services in the April 20@&ahcing and a three year warrant to purchase 308sBares of ol
common stock at $5.00 per share, of which MDB Gé@troup LLC assigned the right to purchase 38g28es of common stock to Dr. Bailey on April 2808.

None of our executive officers or directors andrtf@mily members or affiliates is indebted to nsanh amount greater than $60,000.
DESCRIPTION OF SECURITIES
Our Capitalization
Common Stock

We are authorized to issue 100,000,000 sharesnofnmm stock, par value $0.50 per share. As of M26;2007, there were 6,696,784 shares of commak sfeue!
and outstanding. Each share of common stock ilezhto one vote per share for the election ofadors and on all other matters submitted to a wbstockholders. There are
cumulative voting rights. Common stockholders doheve preemptive rights or other rights to sultecfor additional shares, and the common stocktisuabject to conversit
or redemption. In the event of liquidation, thedwk of common stock will share equally in any baéof corporate assets available for distributathem. Subject to the rigl
of holders of the any other securities subsequéssiyed, holders of the common stock are entitberkteive dividends when and as declared by ourdBofDirectors out ¢
funds legally available. We have not paid any divids since our inception and have no intentionagogny dividends in the foreseeable future. Anyreitdividends would t
subject to the discretion of the Board of Directansl would depend on, among other things, our éudarnings, the operating and financial conditaur, capital requiremen
and general business conditions.
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Preferred Stock

We are authorized to issue 10,000,000 shares térpee stock, no par value per share. As of Mat@h2B07, no shares of preferred stock are issuédatstanding
Our Board of Directors can, without approval of stockholders, issue one or more series of prefesteck. If we offer preferred stock, our Boarddifectors will determine tf
number of shares and the rights, preferences amitations of each series. These rights, preferemces limitations may include specific designationember of share
liquidation value, dividend rights, liquidation anelemption rights, voting rights,

Warrants and Options

2004 Stock Incentive Plan Pursuant to our 2004 Stock Incentive Plan we issiye to our officers, directors, employees andulants incentive stock options, non-
qualified stock options and shares of restrictegdlstThe plan provides for us to issue up to 1,200 shares of its common stock pursuant to awardsnthe plan. As of Mart
26, 2007 we had outstanding options, granted puatgoahe plan, to purchase 762,970 shares of camsturk. The plan is designed to qualify underltiiernal Revenue Co
as an incentive stock option plan.

Series C Warrants. As of March 26, 2007 we have issued and outstan8eries C Warrants to purchase an aggregatd t®,537 of our common shares. The S
C Warrants are exercisable at any time at an eseswiice of $30.00 per share and expire on Jun@dIQ. The Series C Warrants are exercisable imatedgiand are on
exercisable by “accredited investors” as defineRégulation D under the Securities Act of 1933.

April 2006 Warrants . In an offering consummated April 17, 2006, weuess warrants to acquire an aggregate of 2,300,08fes. The April 2006 warrants have
exercise price of $6.50 per share. We have the ta@ball the April 2006 warrants commencing Jug¢ 2007 if the closing bid price per share of comenon stock equals
exceeds $13.00 for twenty consecutive trading dayghich the daily average trading volume of thenoaon stock is at least 20,000 shares.

Placement Agent Warrants. In connection with the 15% Convertible Exchandeatote offering and the common stock offeringssel June 17, 2005 we issue
the placement agent and other brokerage firms aselofferings warrants to purchase an aggregat6 ®85 shares of common stock at an exercise pfi&l5.00. Thes
warrants are exercisable immediately and will exgiune 17, 2010.

Other Obligations To Issue Shares Our license agreement with the University of @lia obligates us, by April 30, 2007, to issue 23 §2ares of common stock.

Restrictions on Sales By Certain Existing Sharehokts. A total of 250,000 shares held by Top Tier InvesitneLC and various other shareholders are sulbgee
lock-up agreement effective November 5, 2004 tinaitd sales to an aggregate of 31,250 shares of@umon stock per 98ay period. There is no termination provision iis
lock-up agreement.
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PLAN OF DISTRIBUTION

The selling stockholders, which as used hereirubhes donees, pledgees, transferees or other sacs@ssterest selling shares of common stock or interés
shares of common stock received after the datei@fprospectus from a selling stockholder as a giédge, partnership distribution or other transfeay, from time to time, se
transfer or otherwise dispose of any or all of ttshiares of common stock or interests in share®wimon stock on any stock exchange, market orrtgafdicility on which th
shares are traded or in private transactions. Tiep®sitions may be at fixed prices, at prevailimgrket prices at the time of sale, at prices eelab the prevailing market pris
at varying prices determined at the time of sal@tmegotiated prices.

The selling stockholders may use any one or motkeefollowing methods when disposing of sharemtarests therein:

ordinary brokerage transactions and transactiomghioh the broker-dealer solicits purchasers;

block trades in which the brokelealer will attempt to sell the shares as agentiitay position and resell a portion of the bloclpaacipal to facilitate the transactic

purchases by a broker-dealer as principal andedsathe broker-dealer for its account;

« an exchange distribution in accordance with thegalf the applicable exchange;

privately negotiated transactions;

« short sales effected after the date the registratiatement of which this prospectus is a paredated effective by the SEC;

through the writing or settlement of options oresthedging transactions, whether through an opgackange or otherwise;

broker-dealers may agree with the selling stockérsldo sell a specified number of such sharestipalated price per share;
« a combination of any such methods of sale; and
« any other method permitted by law.

The selling stockholders may, from time to timesdge or grant a security interest in some or athefshares of common stock owned by them antigif default ii
the performance of their secured obligations, tleelgees or secured parties may offer and selltiages of common stock, from time to time, undes firospectus, or under
amendment to this prospectus under Rule 424(b)(8)heer applicable provision of the Securities Agtending the list of selling stockholders to in@utle pledgee, transferee
other successors in interest as selling stockhsldeder this prospectus. The selling stockholdiss may transfer the shares of common stock inratiieumstances, in whi
case the transferees, pledgees or other succéssorarest will be the selling beneficial owneos purposes of this prospectus.

In connection with the sale of our common stoclnterests therein, the selling stockholders magreinto hedging transactions with broldealers or other financ
institutions, which may in turn engage in shoresabf the common stock in the course of hedgingtsitions they assume. The selling stockholdeng afso sell shares of ¢
common stock short and deliver these securitieda®e out their short positions, or loan or pletige common stock to brokelealers that in turn may sell these securities
selling stockholders may also enter into optiorothrer transactions with brokelealers or other financial institutions or the ti@aof one or more derivative securities wt
require the delivery to such broker-dealer or offr@ncial institution of shares offered by thi@gpectus, which shares such bro#lealer or other financial institution may re
pursuant to this prospectus (as supplemented on@adeto reflect such transaction).
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The aggregate proceeds to the selling stockhofdems the sale of the common stock offered by theithbe the purchase price of the common stock thssounts ¢
commissions, if any. Each of the selling stockhddeserves the right to accept and, together thitir agents from time to time, to reject, in wholein part, any propos
purchase of common stock to be made directly ayuttih agents. We will not receive any of the prosefedm this offering. Upon any exercise of the wats by payment
cash, however, we will receive the exercise pricite warrants.

The selling stockholders also may resell all oogipn of the shares in open market transactiongliance upon Rule 144 under the Securities A&3#3, provide
that they meet the criteria and conform to the iregents of that rule.

The selling stockholders and any underwriters, éralealers or agents that participate in the saldh@fcommon stock or interests therein may be "undiems"
within the meaning of Section 2(11) of the SecesitAct. Any discounts, commissions, concessionmafit they earn on any resale of the shares mayriolerwriting discoun
and commissions under the Securities Act. Selltngkholders who are "underwriters" within the meanof Section 2(11) of the Securities Act will hébgect to the prospect
delivery requirements of the Securities Act.

To the extent required, the shares of our commoecksio be sold, the names of the selling stockhrsldfe respective purchase prices and publicioffesrices, th
names of any agents, dealer or underwriter, anjicaigle commissions or discounts with respect pagicular offer will be set forth in an accompamyiprospectus supplem:
or, if appropriate, a post-effective amendmenhtregistration statement that includes this proisgse

In order to comply with the securities laws of sosteges, if applicable, the common stock may be sothese jurisdictions only through registerediaensed broke
or dealers. In addition, in some states the comstook may not be sold unless it has been registereflialified for sale or an exemption from regisibn or qualificatio
requirements is available and is complied with.

We have advised the selling stockholders that titieraanipulation rules of Regulation M under the ExafeAct may apply to sales of shares in the mankdtta the
activities of the selling stockholders and thefiliates. In addition, to the extent applicable wil make copies of this prospectus (as it may bepsemented or amended fr
time to time) available to the selling stockholdimnsthe purpose of satisfying the prospectus @ejivequirements of the Securities Act. The selStackholders may indemn
any broker-dealer that participates in transactiomslving the sale of the shares against ceriabilities, including liabilities arising under tt&ecurities Act.

We have agreed to indemnify the selling stockhadeyainst liabilities, including liabilities undére Securities Act and state securities laws, irgjdb the registratic
of the shares offered by this prospectus.

We have agreed with the selling stockholders tgpkee registration statement of which this prospecbnstitutes a part effective until the earlie(lg such time ¢
all of the shares covered by this prospectus haea ldisposed of pursuant to and in accordancethéthiegistration statement or (2) the date on wktiehshares may be s
pursuant to Rule 144(k) of the Securities Act.
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LEGAL MATTERS
The validity of the common stock offered by thisgpectus was passed upon for us by Vinson & Ekihs., Houston, Texas.
EXPERTS

The consolidated financial statements for the yeaded December 31, 2006 and December 31, 200%oatite period from January 22, 2003 (date of inicgp to
December 31, 2006 included in this prospectus baea audited by Malone & Bailey PC, independenisteged public accounting firm, as stated in theport appearing here

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statememtfile with the Securities and Exchange Commissibhis prospectus does not contain all of thermgtior
contained in the registration statement and athefexhibits and schedules thereto. For furthesrinftion about Opexa Therapeutics, Inc., pleasatsmeeomplete registratir
statement. Summaries of agreements or other dodsnmetthis prospectus are not necessarily compRigase refer to the exhibits to the registratimtesnent for comple
copies of such documents.

We file annual, quarterly and special reports, grstatements and other information with the Seimsriand Exchange Commission under the Securitiesdhge Ac
of 1934. You may read and copy the registratiotestant, including exhibits and schedules filed itittat the SEGCS public reference facilities at 100 F Street N.Washingtor
D.C. 20549. You may obtain information on the opieraof the public reference room in WashingtonCDby calling the Securities and Exchange Commisaiol-800-SEC-
0330.

We file information electronically with the Secieg and Exchange Commission. Our Securities antidhge Commission filings also are available from th
Securities and Exchange Commission’s Internetaditetp://www.sec.gov, which contains reports, grerd information statements and other informategarding issuers that

file electronically.

62




Audited Financial Statements

INDEX TO FINANCIAL STATEMENTS

Report of Independent Registered Public Accounfimm

Consolidated Balance Sheet as of December 31, 2006

Consolidated Statements of Expenses for the yealsdeDecember 31, 2006 and 2005 and the period Jesmary 22, 2003 (Inception) through DecembefB06

Consolidated Statement of Changes in Stockholdgusty=from January 22, 2003 (Inception) through &aber 31, 2006

Consolidated Statements of Cash Flows for the yerded December 31, 2006 and 2005 and the peooadJanuary 22, 2003 (Inception) through DecembeP326

Notes to Consolidated Financial Stateme

63

F-1

F-2

F-3

F-4

F-6




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Board of Directors

Opexa Therapeutics, Inc.
(formerly PharmaFrontiers Corp.)
(a development stage company)
The Woodlands, Texas

We have audited the accompanying consolidated balgineet of Opexa Therapeutics, Inc. (a developstage company), as of December 31, 2006 and ldtedeconsolidated
statements of expenses, changes in stockholdargyend cash flows for the years ended Decembg2@16 and 2005 and the period from January 223 20@eption) through
December 31, 2006. These consolidated financitgrsents are the responsibility of Opexa’s managén@ur responsibility is to express an opinion bese consolidated
financial statements based on our audits.

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

In our opinion, the consolidated financial statetaanferred to above present fairly, in all matenréspects, the consolidated financial positio®pexa as of December 31, 2006
and the consolidated results of its operationsi@nchsh flows for the periods described in confoywith accounting principles generally acceptedhie United States of
America.

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

March 14, 2007
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED BALANCE SHEET

December 31,

2006
Assets
Current asset
Cash and cash equivalel $ 12,019,91
Investment in marketable securit 2,952,091
Other current asse 472,88:
Total current assets 15,444,89
Intangible assets, net accumulated amortizatid®B8d833,56¢ 24,723,20
Property & equipment, net accumulated amortizatib$395,284 1,361,37
Total assets $ 41,529,47
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 868,86
Stock payablt 112,44(
Accrued expense 135,06¢
Note payable 1,500,001
Current maturity of long term de 14,08(
Derivative liability 6,656,67
Total current liabilities 9,287,12i
Long term liabilities:
Loan payabl¢ 96,24
Total liabilities 9,383,37
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, 3,348,35!
6,696,784 shares issued and outstanding
Additional paid in capita 63,118,18
Deficit accumulated during the development st (34,320,43)
Total stockholders' equity 32,146,10
Total liabilities and stockholders' equity $ 41,529,47

See accompanying summary of accounting policies
and notes to consolidated financial statements
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Research and developme
General and administrati\
Depreciation and amortizatic
Loss on disposal of ass¢

Operating los:

Interest incom«
Other income

Gain on derivative liability
Interest expens

Net loss

Basic and diluted loss per shi

Weighted average shares outstanc

OPEXA THERAPEUTICS, INC.
(a development stage company
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF EXPENSES
Years ended December 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to Decembie31, 2006

Inception
through
2006 2005 2006
$ 7,612,93. $ 4,183,35 $ 12,428,90
5,461,04 6,259,07! 14,206,46
1,818,79! 1,735,20! 3,818,82:
2,37¢ 22,81( 482,30¢
(14,895,15) (12,200,45) (30,936,51)
688,29¢ 81,93( 776,22:
46,45( 28,174 77,00¢
104,97¢ 3,896,84. 4,001,81!
(984) (7,323,85) (8,238,96)
$ (14,056,40) $ (15,517,35) $ (34,320,43)
$ (267) $ (9.90 N/A
5,390,91( 1,564,83 N/A

See accompanying summary of accounting policies
and notes to consolidated financial statements
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Shares issued for ca
Shares repurchased and cance
Discount related tc

beneficial conversion featu

warrants attached to de
Net loss

Balances at December 31, 2C
Shares issued fo
cash
services
license
reverse merger with Sporti
acquisition of Opex:
additional shares attached
convertible deb
conversion of convertible not
Shares cancelle
Discount related tc
beneficial conversion featu
warrants attached to de
Option expens
Net loss

OPEXA THERAPEUTICS, INC
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
Period from January 22, 2003 (Inception) through Deember 31, 2006

Additional
Common Stock Paid in Accumulated
Shares Par Capital Deficit Total

525,000 $ 262,500 $ (261,500 $ - 1,00(
(170,629 (85,319 84,98¢ - (325)
- - 28,18( - 28,18(
- - 28,18( - 28,18(
- - - (126,009 (126,009
354,37¢ 177,18 (120,15 (126,00 (68,96¢)
2,25( 1,12¢ 7,87 - 9,00(
206,50( 103,25( 745,75( - 849,00(
24,26¢ 12,13 414,94( - 427,07!
99,74( 49,87( (197,609 - (147,73)
250,00( 125,00( 23,625,00! - 23,750,00
16,10( 8,05( 280,31t - 288,36t
60,75( 30,37 217,99t - 248,37(
(8,000 (4,000 4,00¢ - -
- - 855,84¢ - 855,84¢
- - 1,848,50: - 1,848,50:
- - 123,33¢ - 123,33!
- - - (4,620,66/) (4,620,66/)

See accompanying summary of accounting policies
and notes to consolidated financial statements
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OPEXA THERAPEUTICS, INC
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY (continued)
Period from January 22, 2003 (Inception) through Deember 31, 2006

Additional
Common Stock Paid in Accumulated
Shares Par Capital Deficit Total

Balances at December 31, 2C 1,005,98. 502,99: 27,805,80 (4,746,66) 23,562,13
Shares issued fo

cash, net of offering cos 389,45: 194,72! 5,151,49: - 5,346,21

convertible deb 611,02¢ 305,51¢ 7,343,93: - 7,649,441

debt 2,30( 1,15C 159,85( - 161,00(

license 29,19/ 14,597 1,853,78 - 1,868,38-

services 24,00( 12,00( 1,000,40! - 1,012,401
Discount related tc

beneficial conversion featu - - 831,94« - 831,94«

warrants attached to de - - 1,433,10:i - 1,433,10:i
Option expens - - 2,487,74. - 2,487,74.
Warrant expens - - 2,373,88i - 2,373,88:i
Transition of warrants from equity instrumentsitbllity instruments - - (10,658,49) - (10,658,49)
Net loss - - - (15,517,35) (15,517,35)
Balances at December 31, 2(C 2,061,95! 1,030,97 39,783,45 (20,264,02) 20,550,40
Shares issued fo

cash, net of offering cos 4,600,001 2,300,00! 18,853,51 - 21,153,51

debt 34,82¢ 17,374 162,62¢ - 180,00(
Option expens - - 2,749,61 - 2,749,61
Warrant expens - - 1,568,961 - 1,568,961
Net loss - - - (14,056,40) (14,056,40)
Balances at December 31, 2( 6,696,86: $ 3,348,35. $ 63,118,18 $  (34,320,43) $ 32,146,10

See accompanying summary of accounting policies
and notes to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2006 and 2005 and the
Period from January 22, 2003 (Inception) to Decemie31, 2006

Cash flows from operating activitit
Net loss
Adjustments to reconcile net loss to net ¢
used in operating activitie
Stock issued for services
Stock issued for debt in excess of principal
Amortization of discount on notes payable due
to warrants and beneficial conversion feature
Unrealized gain on marketable securities
Amortization of intangible assets
(Gain) on derivative liability
Depreciation
Debt financing costs
Option and warrant expense
Loss on disposition of fixed assets
Changes in
Accounts payable
Marketable securities
Prepaid expenses
Accrued expenses
Other assets

Net cash used in operating activit

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

Net cash used in investing activiti

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

Net cash provided by financing activiti

Net change in cash and cash equival
Cash and cash equivalents at beginning of pe¢

Cash and cash equivalents at end of pe

F-6

Inception
through
2006 2005 2006

$ (14,056,40) $ (15,517,35) (34,320,43)
- 1,012,401 1,861,401
- 109,07( 109,07(
- 5,516,63i 6,313,20!
(25,917 - (25,919
1,644,67: 1,637,12! 3,533,56!
(104,979 (3,896,84) (4,001,81)
174,117 98,08( 285,25
- 365,91( 365,91(
4,318,58: 4,861,62! 9,303,54!
2,37¢ 22,81( 482,30¢
359,39¢ 26,36( 444,56
(2,926,18) - (2,926,18)
(340,87¢) (88,185 (468,01:)
(105,24 23,65t (50,259
- (388,21() (388,21()
(11,060,44) (6,216,91) (19,482,00)
(125,000 - (357,745
(619,14 (258,907 (1,051,05)
(744,14) (258,905 (1,408,79)
21,153,52 5,346,21 26,509,73
- - (325)
110,32: 2,896,88! 6,464,91.
- (58,614 (63,619
21,263,84 8,184,48:! 32,910,71
9,459,24i 1,708,67- 12,019,91
2,560,661/ 851,99: -
$ 12,01991 $ 2,560,66! 12,019,91




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

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Years ended December 31, 2006 and 2005 and the

Period from January 22, 2003 (Inception) to Decemie31, 2006

Cash paid for
Income tax
Interest

NON-CASH TRANSACTIONS
Issuance of common stock for purchase of Of
Issuance of common stock to Sportan shareho
Issuance of common stock for University of Chicéigense
Issuance of common stock for accrued inte
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

Inception
through
2006 2005 2006

$ R R R
- - 42¢
$ - - 23,750,000
- - 147,73¢
- 1,868,38- 2,295,45!
- 525,51 525,51
- 6,159,61! 6,407,98I
180,00( 17,17¢ 197,17¢
R - 93,36¢
- 1,433,10:i 3,309,79I
= 831,94 1,715,97.
- 999,07- 1,287,441
- 6,761,65! 6,761,65!
112,44( - 112,44(

See accompanying summary of accounting policies

and notes to consolidated financial statements
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OPEXA THERAPEUTICS, INC.
(a development stage company)
(formerly PharmaFrontiers Corp.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES

Opexa Therapeutics, Inc. (“Opexa”), was incorpatateTexas in March, 1991 as a bio-pharmaceuticaigany engaged in developing autologous persombdiek therapies.
During the development stage, Opexa acquired thidwile license to technology developed at ArgoNiagional Laboratory, a U.S. Department of Energpdratory Operate
by the University of Chicago (“Argonne”). This ia axclusive license to a stem cell technology inciwladult multi-potent stem cells are derived fromanocytes obtained from
the patient’s own blood (the “License”). A patepphcation was filed in November 2003, with the téni States Patent and Trade Office regarding ttentdogy involved in the
License.

On October 7, 2004, Opexa acquired all of the antting stock of Opexa Pharmaceuticals, Inc., aityethiat has the exclusive worldwide license fromyBr College of
Medicine to an individualized T-cell therapeuticeme, Tovaxin™, which is in U.S. FDA Phase Ilb amtlinical trials to evaluate its safety and efifemess in treating
multiple sclerosis.

Development Stage CompanylThe Company is considered to be in the Developrsiage as defined in Statement of Financial Accogritandards No. 7. The Company has
no revenues to date.

Basis of Presentationln June 2006, the Company (i) changed its namepex® Therapeutics, Inc. from PharmaFrontiers Camgl. (i) effected a one-for-ten reverse common
stock split. All references to number of shares p&dshare amounts reflect such split as if it ogzlion the first day of the first period presentBlde consolidated financial
statements include the accounts of Opexa Theragselttic. and its wholly-owned subsidiary, OpexarRtaeuticals, Inc. Significant inter-company acdsiwand transactions
have been eliminated.

Reclassifications.Certain prior year amounts have been reclassifiedhform with the current year presentation.

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

Cash, Cash Equivalents and Marketable Securitieszor purposes of the statements of cash flows, egalvalents include all highly liquid investmentg&tworiginal maturities
of three months or less. Marketable securitiesuhelinvestments with maturities greater than timeaths but less than one year. The primary objestfer the fixed income
investment portfolio are liquidity and safety ofrpnipal. Investments are made with the objectivadifieving the highest rate of return consisteti wiese two objectives.
Opexa’s investment policy limits investments totaer types of instruments issued by institutionsnarily with investment grade credit ratings andqgas restrictions on
maturities and concentration by type and issuer.

Long-lived Assets.Property and equipment are stated on the basistfrital cost less accumulated depreciation. Deiatien is provided using the straiglite method over tF
estimated useful lives of the assets. Major rengwaatl improvements are capitalized, while minotasgments, maintenance and repairs are chargedrent operations.
Impairment losses are recorded on long-lived assed in operations when indicators of impairmeatpesent and the undiscounted cash flows estintatee generated by
those assets are less than the assets’ carryingramo
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Income Taxes.Income tax expense is based on reported earnirigeetiacome taxes. Deferred income taxes reflexinipact of temporary differences between assets an
liabilities recognized for consolidated financiaporting purposes and such amounts recognizedXgurposes, and are measured by applying enaotedtes in effect in years
in which the differences are expected to reverse.

Stock-Based CompensationOn January 1, 2006, Opexa began recording compensapense associated with stock options and éters of equity compensation in
accordance with Statement of Financial Accountiten8ards No. 123RShare-Based Paymeris interpreted by SEC Staff Accounting Bulletin NI67. Prior to

January 1, 2006, Opexa had accounted for stockrpticcording to the provisions of Accounting Fphes Board Opinion No. 2%\ccounting for Stock Issued to Employees,
and related interpretations, and therefore noedlabmpensation expense was recorded for awardgedrevith no intrinsic value. Opexa adopted the ifiexd prospective
transition method provided for under SFAS No. 128/, consequently, have not retroactively adjustedits from prior periods. Under this transitioethod, compensation
cost associated with stock options recognizedaerfitist quarter of fiscal 2006 includes the qudytamortization related to the remaining unvestedipn of all stock option
awards granted prior to January 1, 2006, baseti@grant date fair value estimated in accordante twe original provisions of SFAS No. 123.

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

Inception through

2005 2006

Net loss as reporte $ (15,517,35) $ (34,320,43)
Add:

stock based compensation determined under intrigdice based method 2,487,74 2,611,07.
Less:

stock based compensation determined ufair value based methc (4,264,01) (4,417,37)
Pro forma net los $ (17,293,62) $ (36,126,73)
Basic and dilutes

Net loss per common she $ (9.90 N/A

As reportec $ (11.10 N/A

Research and DevelopmenfResearch and development expenses include salai@sd employee expenses, clinical trial expemesgarch expenses, consulting fees, and
laboratory costs. All costs for research and dgualent activities are expensed as incurred. Opeparees the costs of licenses of patents and tiseqrtion of patents until the
issuance of such patents and the commercializafioelated products is reasonably assured. Researtkevelopment expense for the year ended Dece3tb2006 was
$7,612,932, as compared to $4,183,356 for the greded December 31, 2005.

Accounting for Derivative Instruments . Statement of Financial Accounting Standard (“SPHA®. 133, “Accounting for Derivative Instrumerasd Hedging Activities,” as
amended, requires all derivatives to be recordethemalance sheet at fair value. Opexderivatives are separately valued and accounteshfour balance sheet. Fair values
securities traded in the open market and derivatire based on quoted market prices. Where markespare not readily available, fair values areedeined using market
based pricing models incorporating readily obselvatarket data and requiring judgment and estimates
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The pricing model Opexa used for determining failues of its derivatives is the Black Scholes Rgdilodel. Valuations derived from this model arbjeat to ongoing internal
and external verification and review. The modelsusarket-sourced inputs such as interest ratebaege rates and option volatilities. Selectiorhefe inputs involves
management's judgment and may impact net income.

In September 2000, the Emerging Issues Task FUEER") issued EITF 00-19, "Accounting for Derivei Financial Instruments Indexed to and Potenti@éitled in, a
Company's Own Stock," ("EITF 00-19") which requife=estanding contracts that are settled in a caylpawn stock, including common stock warrantdealesignated as an
equity instrument, asset or a liability. Under fitevisions of EITF 0QL9, a contract designated as an asset or a ljabilist be carried at fair value on a company'srz@aheet
with any changes in fair value recorded in the canys results of operations. A contract designatedn equity instrument must be included withinitygand no fair value
adjustments are required.

In December 2006, the FASB issued FASB Staff RosiNo. EITF 00-19-2, Accounting for RegistratioryReent Arrangements (EITF 00-19-2). EITF 00-19-2raddes an
issuer’s accounting for registration payment aresmgnts. It specifies that the contingent obligatmmake future payments or otherwise transferidenation under a
registration payment arrangement, whether issuedseparate agreement or included as a provisiarfinéncial instrument or other agreement, shbeldeparately recognized
and measured in accordance with FASB StatemenbNaccounting for Contingencies. The guidance iifFE00-19-2 amends FASB Statements No. 133, Accogritir
Derivative Instruments and Hedging Activities, aha. 150, Accounting for Certain Financial Instrurteewith Characteristics of both Liabilities and Bguand FASB
Interpretation No. 45, Guarantor’s Accounting ariddibsure Requirements for Guarantees, Includingréet Guarantees of Indebtedness of Others, tadecscope exceptions
for registration payment arrangements. EITF 00-E9s® requires additional disclosure regardingntéieire of any registration payment arrangemenes;retive settlement
methods, the maximum potential amount of considmratnd the current carrying amount of the liabjlif any. This EITF is effective immediately foggistration payment
arrangements and the financial instruments subjetttose arrangements that are entered into orfreddiubsequent to the date of issue of this EFd¥.registration payment
arrangements and financial instruments subjedided arrangements that were entered into pridretéssuance of this EITF, this is effective forfiitial statements issued for
fiscal years beginning after December 15, 2006, iaredim periods within those fiscal years. Theauat of implementing EITF 00-19-2 in the fiscal y2807 will result in a
cumulative effect of a change in accounting prifecipith a credit to beginning retained earning$®f656,677 and a reversal of the same amount tdetheative liability
account.

Recently Issued Accounting Pronouncements.

In February 2006, the FASB issued SFAS 155, "Actiagrfor Certain Hybrid Financial Instruments," whiamends SFAS 133, "Accounting for Derivative fmstents and
Hedging Activities" and SFAS 140, "Accounting forahsfers and Servicing of Financial Assets andrigxiishments of Liabilities." SFAS 155 simplifieetaccounting for
certain derivatives embedded in other financiarimaents by allowing them to be accounted for ahale if the holder elects to account for the whiakrument on a fair value
basis. SFA 155 also clarifies and amends certéiergirovisions of SFAS 133 and SFAS 140. SFAS &55fective for all financial instruments acquiressued or subject to a
remeasurement event occurring in fiscal years méginafter September 15, 2006 and is thereforeiredjtio be adopted by the Company as of Octob2006. Management is
still evaluating what effect this will have on tBempany’s financial statements.

In July 2006, the FASB issued Interpretation No.(BBN No. 48), "Accounting for Uncertainty in Inc@nTaxes." This interpretation requires recogniom measurement
uncertain income tax positions using a "more-likéslgnnot" approach. FIN No. 48 is effective for fiscalays beginning after December 15, 2006. Manageinetitl evaluatin
what effect this will have on the Company’s finaal@tatements.

In September 2006, the FASB issued SFAS 15ajr‘Value Measurements." This standard definesvalue, establishes a framework for measuring falte in generall
accepted accounting principles, and expands disi@oabout fair value measurements. This statensegfféctive for financial statements issued focdlsyears beginning aft
November 15, 2007. Early adoption is encourageé. adoption of SFAS 157 is not expected to havetemahimpact on the financial statemer
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There were various other accounting standardsraecdpretations issued during 2006 and 2005, nomeéhath are expected to have a material impact erCtbmpany’s
consolidated financial position, operations or cieWs.

NOTE 2 - MARKETABLE SECURITIES

At December 31, 2006, Opexa invested $10.9 miliioim A-1/P-1 commercial paper, of which $2.9 nailliis invested in marketable securities, and $3li@omis invested in a
money market account with an average market yie&38% and average time to maturity of 1.32 monithierest income of $688,299 was recognized fertivelve months
ended December 31, 2006 in the consolidated statsméexpenses.

NOTE 3 - LICENSE AGREEMENTS

University of Chicago License Agreement

In 2004 Opexa entered into an agreement with thgadsity of Chicago (“University”for the worldwide license to technology developedigonne National Laboratory, a U.
Department of Energy Laboratory Operated by thes/éhsity. In consideration for the license, Opexal flae University $57,742 and issued 23,719 sheaésed at $1,199,706.
In December 2004, the License Agreement was amegi@eding Opexa an exclusive, non-transferable dvade license to the University’s stem cell teclogyl. In
consideration for the amendment, Opexa paid theédgity an additional $175,000, issued the Uniwgrs50 shares of common stock valued at $352,0f)@eal to pay the
University $1,500,000 on October 30, 2005 and afjteeéssue the University shares of Opexa commacksincluding the shares already issued, equ2l@® of the total
outstanding number of shares after conversion®flB?6 exchangeable convertible subordinated pramyiswtes. In June 2005, 27,484 shares of comnuwk stere issued to
the University of Chicago per the terms of a li@agreement. These shares were recorded at $86h084gust 2005, 1,710 shares of common stock vesteed to the
University of Chicago per the terms of a licenseeagient. These shares were recorded at $109,48%tder 2006, the $1,500,000 cash payment oldigatias extended until
April 30, 2007 and (i) the obligation to issue @23 shares of Opexa’s common stock issuable waseet until April 30, 2007, with $112,440 accrué®acember 31, 2006.

Shanghai I nstitute for Biological Science License Agreement

In January 2006, Opexa acquired an exclusive wade\Wcense for the intellectual property rightslarsearch results of an autologous T cell vadtneheumatoid arthritis
from the Shanghai Institute for Biological Scien€hjna Academy of Science of the People’s Repudflichina. In exchange for a payment of $125,000amndgreed running
royalty from the sale of commercialized productpega receives all information and data relatedlitoliaical trials on all patient controls and pextis with rheumatoid arthritis
with the T cell vaccine. This includes all clinicakll procurement and manufacturing protocols, glete patient data sheets, all laboratory matenaéthods and results and
manufacturing records and documents and any otitarrélated to the intellectual property. The fi@yment under the license occurred in April 20p6ruthe delivery of
materials pursuant to the terms of the licensimgement. Opexa amortizes this intangible assetits/éfe of 19 years and as of December 31, 20@6itangible asset had an
unamortized balance of $120,311.
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NOTE 4 - INTANGIBLE ASSETS

Intangible assets consisted of the following atéeber 31, 2006:

Description Life Amount
University of Chicago license (see Note 17 year $ 4,140,64-
Opexa intangible group (see Note 15 year 23,991,12
Rheumatoid arthritis license (see Note 19 year 125,00(
Subtotal 28,256,77
Less: accumulated amortizati (3,533,56)
Intangible assets, n $ 24,723,20

The Company believes that patent rights form oniesahost valuable assets. Patents and patentatiplis are a key currency of intellectual propeggpecially in the early
stage of product development, as their purchaseraidtenance gives the Company access to key prdduelopment rights from Opexa’s academic partrignie company
amortizes its patent and license costs over agefid5 to 19 years. These intangible assets arewed for impairment whenever events or changefraumstances indicate
that the carrying amount may not be recoverabltndfsum of the expected undiscounted cash flovesssthan the carrying value of the related amsgtoup of assets, a loss is
recognized for the difference between the fair gand the carrying value of the related assetaymof assets. The Company expenses payments mélgat firms that are
engaged in filing and protecting rights to intelleal property and rights for our current productboth the domestic and international markets. Aixation expense totaled
$1,644,678 and $1,637,129 in fiscal 2006 and 26&ectively.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followihDecember 31, 2006:

Description Life Amount

Computer equipmer 3year $ 134,02!
Office furniture and equipme! 3-10 year 220,11
Software 3-5year: 46,08¢
Laboratory equipmer 3-10 year 912,70¢
Leasehold improvemen 10 year 443,72,
Subtotal 1,756,66.
Less: accumulated depreciati (395,28,
Property and equipment, r $ 1,361,37

Property and equipment is carried at cost lessraotated depreciation. Depreciation is calculatedhgystraight-line method over the estimated udd&bf three to ten years,
depending upon the type of equipment, except fsdhold improvements which are amortized usingtiaghtliine method over the remaining lease term or tieedf the asse
whichever is shorter. The cost of repairs and neaiance is charged as an expense as incurred. Rjmeexpense totaled $174,117 and $98,080 imalfid806 and 2005,
respectively.

NOTE 6 - INCOME TAXES

Opexa uses the liability method, where deferredatssets and liabilities are determined based oaxpected future tax consequences of temporargrdiites between the
carrying amounts of assets and liabilities for ficial and income tax reporting purposes.

At December 31, 2006, for federal income tax aterahtive minimum tax reporting purposes, the Camydead approximately $31,383,048 of unused netatjpey losses
available for carryforward to future years. The d&fetrfrom carryforward of such net operating losaéié expire in various years through 2026. Undee provisions of Section
382 of the Internal Revenue Code, the benefit fatilization of approximately $5,650,429 of net otang losses incurred prior to October 7, 2004 sigsificantly limited as a
result of the change of control that occurred inregction with the Company’s acquisition of Opexhe benefit could be subject to further limitatighsignificant future



ownership changes occur in the Company.
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At December 31, 2006, deferred tax assets consistéa following:

NOL @ 12/31/0¢ $(21,540,24¢€
Net loss- 2006 $ (14,056,40)
Subtotal (35,596,65)
Derivative (gain) los: (104,979
Option expens 2,749,61
Warrant expens 1,568,96!
NOL @ 12/31/0¢ (31,383,04)
Estimated tax rat X 34%
Deferred tax ass: (10,670,23)
Valuation allowanct 10,670,23
Net deferred tax ass $ =

NOTE 7 - THIRD PARTY CONVERTIBLE NOTES

Between September 2004 and February 2005, Opexedis®nvertible notes to investors totaling $6,824, In March 2005, 45,169 shares of common stattk avrelative fair
value of $999,074 were issued to note holderseis ddditional shares for their subscription investit in Opexa . In June 2005, a total of $6,650@¥%Aprised of the principal
of the notes of $6,124,859 and accumulated intefe®525,513, which accrued at a rate of 15% peuam was exchanged for 443,360 shares of commak,SBtass A and
Class B warrants that expired in 2006, and Class&fants to purchase 1,110,548 shares at an exgnite of $30 per share.

Opexa analyzed the convertible notes and the wiarfanderivative accounting consideration undeASHA33 and EITF 00-19. Opexa determined the emlbddeversion
option in the convertible notes met the criterindtassification in stockholders equity under SFE83 and EITF 00-19. Therefore, derivative accountias not applicable for
these convertible notes payable. See Note 13 discassion of the accounting for the warrants.

NOTE 8 - NOTE PAYABLE

Note payable consists of a note in the amount (8GKL,000 payable to the University of Chicago, sedy license, no interest and due April 30, 2(®ae Note 3 for detail

Loan payable consists of an equipment line of up2s0,000 with Wells Fargo of which $110,322 watstanding as of December 31, 2006. This loan hastarest rate of
7.61% per annum, matures in May 2011 and is sedwr&lpexa’s furniture and equipment purchased thighloan proceeds.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

Office Lease

In October 2005, Opexa entered into a ten-yeaeléasts office and research facilities. Ther@,500 sqg. ft. of space still available for futurglt-out. The facility including th:
property is leased for a term of ten years with bptions for an additional five years each at tlentprevailing market rate. Future minimum leasemEnts under the non-
cancellable operating lease are $117,774 for 26037,196 for 2008, $139,782 for 2009, $147,54@fi#0, $147,540 for 2011 and $584,343 for years 202015. Rent
expense for 2006 was $136,153 and $178,963 for.2005
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Contract Research Organization Agreement

In September 2006, Opexa engaged PharmaNet, Lt@ptaact research organization focused on managingal nervous system trials to provide it withvéges in connection
with its Phase Ilb clinical trial. An initial prpayment of $400,000 was made to PharmaNet, LLCpinl 006, of which $133,334 remains as a prepaidice as of December
31, 2006. An additional $235,000 payment was mad@dtober representing an advance for investiggtamt expenses, of which $191,329 remains a prégaahce as of
December 31, 2006.

NOTE 10 - EQUITY

During 2003, equity related transactions were Hevis:
— 525,000 shares of common stock were sold for $1,000
- 170,625 shares were reacquired for $325 and cahcele
— Additional contributions to capital of $56,360 rked from the discounted value to notes payable uearrants and beneficial conversion featureach#d t
convertible notes was issued in 2003.

During 2004, equity related transactions were Hdevis:

- 2,250 shares of common stock were sold for $9,000.

— 206,500 shares of common stock valued at their thievalue of $849,000 were issued to employeescamsultants for their services.

- 24,269 shares of common stock valued at their thiervalue of $427,075 were issued to the UnivgrsftChicago per the terms of a license agreengee. Note 2 fc
details.

- 99,740 shares of common stock were issued foratstities of $147,733 pursuant to the 2004 reoizgation.

- 250,000 shares of common stock valued at their thiewalue of $23,750,000 were issued to Opexaraeeduticals, Inc., shareholders. See Note 12€taild.

- 16,100 shares of common stock with a relativeviaiue of $288,366 were issued to note holderseis éldditional shares for their subscription invesit.

- 60,750 shares of common stock were issued to radtkets for the conversion of $248,370 of princigadl interest from convertible notes.

— 8,000 shares of common stock were cancelled pursodine terms of an employment separation agreemen

— Additional contributions to capital of $2,704,35dsulted from the discounted value to notes pay#bie warrants, beneficial conversion features dtalc tc
convertible notes.

- Employee stock option expense was $123,333 for 2004

During 2005, equity related transactions were ds\s:

- 389,451 shares of common stock with warrants tehmse 1,070,993 shares were sold for $5,841,769rdlhtive fair value of the common stock is $1,703 an
the relative fair value of the warrants is $4,748,00ffering costs of $495,552 related to sharesed were charged to additional paid in capital.

- 45,168 shares of common stock with a relativeviaiue of $999,074 were issued to note holderseis éldditional shares for their subscription invesit.

- 565,858 shares of common stock were issued tohmdtiers for the conversion of $6,124,859 of priatignd $525,513 interest from convertible notes.

- 2,300 shares of common stock valued at their fliner of $161,000 were issued to note holders #®ictnversion of $51,930 of principal and interesif the notes.

- 29,194 shares of common stock were issued to thetsity of Chicago per the terms of a license agrent. These shares were recorded at $1,868,384.

— 24,000 shares of common stock valued at theinlire of $1,012,400 were issued to consultantghfer services.

— Additional contributions to capital of $2,265,05ating to the discounted value to notes payalom fwarrants, beneficial conversion features attd¢beconvertibl
notes.

— Employee stock option expense was $2,487,741 10520

- Warrant expense was $2,373,888 for 2005.

- Transition of warrants from equity instrumentsitllity instruments in the amount of $10,658,4%swecorded. See Note 13 for details.
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During 2006, equity related transactions were ds\s:

- In March 2006, 34,829 shares of common stock weeeid to settle an outstanding accounts payalie iamount of $180,000.

— In April 2006, Opexa sold 4,600,000 shares of @mmon stock and warrants to purchase 2,300,00@slurOpexa common stock for $23,000,000. Opexa
$1,846,481 for the commissions and fees relatebisooffering and granted to its brokers warrantpurchase 213,720 shares of common stock at anisaerice ¢
$5.00 per share. These warrants are not callabldave a cashless exercise option.

— Employee stock option expense was $2,749,617 10620

- Warrant expense was $1,568,966 for 2006.

NOTE 11 - STOCK OPTIONS AND WARRANTS

In 2004, Opexa adopted the 2004 Stock Option Pthe Plan”) for the granting of stock options to@oyees and consultants of Opexa. Options granteénthe Plan
may be either incentive stock options or nonquedifstock options. The Board of Directors has digmmeto determine the number, term, exercise paite vesting of all
grants.

Employee Stock Options::

During 2004, options to purchase 96,500 shares grarged to employees at exercise prices rangarg $30.00 to $50.00. These options have termssefyfears and vest
from one to three years. Fair value of $5,623,186 recorded using the Black-Scholes method of tzlon with a volatility of 75.05% and a discouate of 2%.

During 2005, options to purchase 63,050 shares grarged to employees at exercise prices of $708se options have terms of ten years and vestuinyears. Fair
value of $261,879 was recorded using the Black-Bshmethod of calculation with a volatility range1d5.4% and a discount rate of 2%.

During 2005, options to purchase 4,167 shares foefeited and cancelled.

During 2006, options to purchase 389,160 sharesmimon stock were granted by Opexa to its emplogeegercise prices ranging from $5.00 to $9.4@&sEhoptions
have terms from five to ten years, vest from onthtee years and have a fair value of $3,126,18%dJthe Black-Scholes method, stock compensatip306 was
$1,066,451 with a volatility range of 401.34% t®4%6% and a discount rate range of 4.72% - 5.22%.

Opexa recorded $2,749,617 stock-based compensatfmse to the management and employees during 2006

During 2006, options to purchase 14,133 shares foei@ted.
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Consultant Warrants:

During 2004, warrants to purchase 20,000 shares granted to consultants at exercise prices rarfgimg $30.00 to $50.00. These options have ternivefyears and
vest from one to three years. Fair value of $1,040 was recorded using the Black-Scholes methdu avitolatility range of 75.05% and a discount t2%.

During 2005, warrants to purchase 71,060 shares granted to consultants. Using the Black-Scholethad, fair value for 2005 was $1,552,936 with katility range of
175.4% and a discount rate of 2%.

During 2005, warrants to purchase 46,085 shar€uofmon Stock ere issued to several brokerage figrihe offering costs and commissions for Opexaanting
activities at an exercise price of $1.50 per shaihese warrants have a fair value of $2,197,162vastlimmediately.

During 2005, warrants to purchase 9,914 shares foeigted and cancelled.

In April 2006, warrants to purchase 213,720 shafe®mmon stock were granted by Opexa to the beoikeconnection with the $23,000,000 equity finaggiat an
exercise price of $5.20. These warrants have adéthree years, vest immediately and have a fainerof $1,077,778.

During 2006, warrants to purchase 156,500 sharesrafnon stock were granted by Opexa to its constsltairectors and exiting directors at the exerpisces ranging
from $5.20 to $9.80. These warrants have a tertarofears, vest from one to three years and héaie @alue of $1,496,375. Using the Black-Scholextimod, stock
compensation for 2006 was $931,597 with a volgtiinge of 401.34% to 429.86% and a discount eaige of 4.72% - 5.22%.

Opexa recorded $1,568,966 stock-based compensatiEmse to the consultants, directors and exitirggtrs during 2006.
During 2006, warrants to purchase 5,000 shares gqieed.

Investor Warrants:

During 2003, warrants to purchase 15,000 shares granted to investors related to the convertibkes

During 2004, warrants to purchase 142,800 shares granted to investors related to the convertibles.

During 2005, warrants to purchase 2,386,984 shaees granted to investors related to the convertiloites and warrants to purchase 254,363 sharesfovégited and
cancelled.

During 2006, warrants to purchase 2,765,043 shaees granted to investors related to the Aril 2666ncing and warrants to purchase 1,645,002 sheees forfeited an
cancelled.

F-16




Summary information regarding options and warratss follows:

Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Year ended December 31, 20!

Granted - $ - 15,000 $ 1.0C
Outstanding at December 31, 2( - - 15,00( 1.0C
Year ended December 31, 20!

Granted 96,50( 31.7( 162,80( 22.3(
Outstanding at December 31, 2( 96,50( 31.7C 177,80( 22.4C
Year ended December 31, 20!

Granted 63,05( 15.7C 2,504,12! 28.6(

Forfeited and cancele (4,167 42.8( (264,27) 24.5(
Outstanding at December 31, 2( 155,38 24.9C 2,417,65: 23.51
Year ended December 31, 20!

Granted 389,16( 5.4¢ 3,135,26. 9.2¢

Forfeited and cancele (14,139 34.7¢ (1,649,99) 12.71
Outstanding at December 31, 2( 530,41 $ 10.3¢ 3,902,92. $ 13.52
Summary of options and warrants outstanding andceseble as of December 31, 2006 is as follows:

Exercise Options Warrants Warrants
Price Remaining Life Outstanding Exercisable Outstanding Exercisable

$40.00 3-4year - - 17,50( 8,37t
$30.00 2- 3 year 84,50( 58,667 5,00(C 3,33
$30.00 3-4year 18,85( 8,95( 1,125,05! 1,116,38!
$15.00 3-4year - - 46,89t 46,89t
$11.90 3-4year - - 21,50( 3,00(
$11.50 2- 3 year - - 16,75( -
$11.40 2- 3 year 2,00C - - -
$9.80 9-10 year - - 37,00( 17,50(
$9.40 9-10 year 30,90( - 4,50( 50C
$8.25 9-10 year 12,50( - 1,50C -
$7.09 9-10 year 3,30( - - -
$7.00 9-10 year 37,00( 9,25( - -
$6.50 4-5 year - - 2,300,001 2,300,00t¢
$5.20 2- 3 year - - 8,50( -
$5.20 9- 10 year - - 105,00( 52,50(
$5.00 3-4year - - 213,72( 213,72(
$5.00 4-5year 75,00( 32,10( - -
$5.00 9- 10 year 266,36( - - -

530,41( 108,96° 3,902,92: 3,762,21.
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NOTE 12 - PURCHASE OF OPEXA PHARMACEUTICALS

In October 2004, Opexa acquired all of the outstamdtock of Opexa Pharmaceuticals, Inc. The adipiswas accounted for under the purchase metivbdre all of Opexa
Pharmaceuticals, Inc.’s assets are restated toftiemarket value on the acquisition date. The,280 shares of Opexa were valued at their thevéie of $23,750,000 or
$95.00 per share. The results of operations fox@f®m November 6, 2004 through December 31, 20@5ncluded in the Statements of Operations aa®dthtements of Ca
Flows.

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

Current assel $ 55,38’
Property, plant and equipment, 1| 639,16(
Intangible assel 23,991,12
Total assets, nt 24,685,67
Current liabilities 935,67!
Total liabilities assume 935,67!
Net assets acquire $ 23,750,00

Of the $23,991,128 of acquired intangible assk&sfull amount is assigned to an inseparable gofygatents and licenses that cannot function indéeetly by themselves. The
weighted average useful life of the intangible gras of December 31, 2006 is approximately 15 years

NOTE 13 - DERIVATIVE INSTRUMENTS

For the years ended December 31, 2006 and 200%aCpaluated the application of SFAS 133 and EITH.9 for all of its financial instruments and idiéed the following
financial instruments as derivatives:

(1) Series A Warrants issued in conjunction with bidge note exchange and private placement nffefin June and July 2005, which expired on Felrlidr 2006;
(2) Series B Warrants issued in conjunction with thidge note exchange and private placement nfferin June and July 2005, which expired on Octdde2006; and
(3) Series C Warrants issued in conjunction withthidge note exchange and private placement offerin June and July 2005.

These three series of warrants are derivativesusedhe liquidated damage provision in the redistnaights agreement covering each warrant reduitéhe conclusion that it
was more economic to issue registered shares ¢hiaaue unregistered shares and pay the penaltyuBe issuing registered shares is outside of Opeaatrol, Opexa
concluded the warrants should be accounted foeasadive liabilities under SFAS 133 and EITF 00-19

As a result, Opexa reports the value of these dtivies as current liabilities in its balance sheeet report changes in the value of these derivatigenon-operating gains or
losses in its statements of operations. The valtieeoderivatives is required to be remeasured quaaterly basis, and is based on the Black ScHieing Model.
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Variables used in the Black-Scholes option-prigimgdel include (1) risk free interest rate, (2) eotpd warrant life is the actual remaining life bétwarrants as of each period
end, (3) expected volatility and (4) zero expediwitends as further detailed in the table as fodio

As of As of
12/31/2005 12/31/200€

Risk-free rate for tern

A Warrant 4.08% -
B Warrant 4.3% -
C Warrant 4.35% 501%

Expected volatility

A Warrant 3% -
B Warrant 112% -
C Warrani 47% 487%

The impact of the application of SFAS 133 and EODF19 on the balance sheets as of December 31,&6D8005 and the statements of operations arttiéorears ended
December 31, 2006 and 2005 and the period fronptiaethrough December 31, 2006 is as follows:

Gain(Loss)
Gain(Loss) Gain(Loss) Inception
Year Ended Year Ended Through
As of 12/31/200' As of 12/31/200 12/31/2005 12/31/2006 12/31/2006
Series A Warran $ - $ - $ 332,44( $ - $ 332,44(
Series B Warrant 264,95° - 640,88: 264,95° $ 905,83¢
Series C Warrani 6,496,69: 6,656,67 2,923,51! (159,979 $ 2,763,541
Totals $ 6,761,65' $ 6,656,67 $ 3,896,84. $ 104,97¢ $ 4,001,81!

The warrants granted during the April 2006 finagoivere determined to qualify as for equity treattnerder SFAS 133 and EITF 00-19. Nothing in theresatragreements
required cash settlement or allowed for the polisilaf cash settlement including the impact of tlyplidated damages penalty under the registratgiits agreement. It was
determined on the date of grant and at Decembe2@®J§ that it was more economic to issue unregidtehares and pay the penalty than to issue registbares.

In December 2006, the FASB issued FASB Staff RosiNo. EITF 00-19-2, Accounting for RegistrationyReent Arrangements (EITF 00-19-2). EITF 00-19-2raddes an
issuer’s accounting for registration payment areangnts. It specifies that the contingent obligatmmake future payments or otherwise transferidenation under a
registration payment arrangement, whether issuedsaparate agreement or included as a provisiarfin&ncial instrument or other agreement, shbeldeparately recognized
and measured in accordance with FASB StatemenbNaccounting for Contingencies. The guidance iffEED0-19-2 amends FASB Statements No. 133, Accogritr
Derivative Instruments and Hedging Activities, ahal. 150, Accounting for Certain Financial Instrurtgewith Characteristics of both Liabilities and Bguand FASB
Interpretation No. 45, Guarantor’'s Accounting anddibsure Requirements for Guarantees, Includidiréct Guarantees of Indebtedness of Others, tadecscope exceptions
for registration payment arrangements. EITF 00-EIs? requires additional disclosure regardingnieire of any registration payment arrangemertesrative settlement
methods, the maximum potential amount of considmratnd the current carrying amount of the liapjlit any. This EITF is effective immediately faggistration payment
arrangements and the financial instruments subjetttose arrangements that are entered into orfraddiubsequent to the date of issue of this ERd¥.registration payment
arrangements and financial instruments subjedidsd arrangements that were entered into pridretéssuance of this EITF, this is effective forafitial statements issued for
fiscal years beginning after December 15, 2006, iargdim periods within those fiscal years. Theaut of implementing EITF 00-19-2 in the fiscal y2807 will result in a
cumulative effect of a change in accounting prifecipith a credit to beginning retained earning$©656,677 and a reversal of the same amount tdetieative liability
account.
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NOTE 14 - STOCK PURCHASE AGREEMENT

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

shares were outstanding.
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