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PARTI

This Annual Report on Form 10-KSB includes “forward-looking statements.” The words "may,” "will," “should,” "continue,” "future,” "potential,"
"believe,” "expect," "anticipate,” "project,” "plan," "intend,” "seek," "estimate” and similar expressions identify forward-looking statements. We
caution you that any forward-looking statements made by us are not guarantees of future performance and that a variety of factors, including those
discussed below, could cause our actual results and experience to differ materially from the anticipated results or other expectations expressed in our
forward-looking statements. Please see "Risk Factors” below for detailed information about the uncertainties and other factors that may cause actual
results to materially differ from the views stated in such forward-looking statements. All forward-looking statements and risk factors included in this
Annual Report are made as of the daie hereof, based on information available to us as of the date hereof, and we assume no obligation to update any
forward-looking statement or risk factors.

w " "on

" "o

we," "us,

"on ¢

Unless the context requires otherwise, references to our,” "Techedge," “CBI,” “the Company" or “our Company” refer to China
q y B pany pany

Biopharma, Inc. and its consolidated subsidiaries.
ITEM 1. BUSINESS
BUSINESS OVERVIEW

The Company is a provider of bio-pharmaceuticat products with its focus mainly on the development and sale of human vaccines. In 2006, the
Company re-focused its business from telecommunications to bio-pharmaceuticals. Currently, the Company develops its products in China and
distributes these products in China and in one other country. The Company has established its distribution and development platform in China and as a
result of its acquisition of its interest in its subsidiary, Hainan CITIC Bio-pharmaceutical Development Co., Ltd. (“HCBD") and, as a result of its joint
venture with Zhejiang Tianyuan Bio-pharmaceutical Co., Ltd. (*Zhejiang Tianyan™)

The emphasis of the Company's business is on the development of technology and the marketing of products rather than on manufacturing. It
is the Company's goal to operate efficiently and in compliance with applicable regulations and to reduce the risk of any potential factory
contaminations with respect to its products. The Company belicves that to date, it has been successful in establishing business relationships with a
number of local and global manufacturers with the goal of introducing the most advanced technologies and best products to the market in a timely
fashion. The Company believes that it has built an experienced and capable management team that will be able to work toward successfully
implementing its business plan,
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Description of Company

The Company was incorporated as Techedge, Inc. in Delaware in July 2002 to serve as the successor to the business and interests of BSD
Development Partners, LTD. (“"BSD”). BSD was a Delaware limited parinership formed in i997 for the purpose of investing in the intellectual
property of emerging and established companies. BSD merged with Techedge in September 2002. From September 2002 until June 2004, Techedge
endeavored to continue the business of BSD and sought to enhance the liquidity of the securitics owned by its investors by becoming subject 1o the
reporting requirements of the Securities Exchange Act of 1934 and by seeking to have its common stock quoted on the OTC Bulletin Board, or
OTCBB.

On June 9, 2004, Techedge acquired all of the issued and outstanding stock of China Quanturn Communication Limited, or CQCL, pursuant
to a share exchange agreement, by and among Techedge, certain of its stockholders, CQCL and its stockholders (the “Share Exchange™). In connection
with the Share Exchange, Techedge’s then existing directors and officers resigned as directors and officers of Techedge and were replaced by directors
and officers designated by CQCL.

Following the Share Exchange, Techedge refocused its business efforts on developing and providing its 1P-based personal communication
service, a regional mobile voice over IP (“VolP™) service delivered on unlicensed low-power PCS frequencies through [P-enabled local transceiver and
IP-centric soft-switched networks, operating on an advanced proprietary software centric multi-service global communication service platform and
management system. Techedge continued operating CQCL’s communications service business through CQCL and CQCL's wholly-owned
subsidiaries, China Quantum Communications Inc., a Delaware corporation, and Guang Tong Wang Luo Ke Ji (China) Co. Lid. (also known as
Quantum Communications (China) Co., Ltd.}, a Chinese company.

On January 26, 2006, the Company announced its plans to re-position itself for bio-pharmaceutical and other high growth opportunities in
China, while continuing its commercialization of its high potential mobile VoIP services.

In conjunction with the Company s re-positioning plans, on February 27, 2006 the Company entered into an agreement to transfer ewnership
of its Chinese subsidiary Zheijang Guang Tong Wang Luo Co., Ltd to third parties. On January 1, 2006, the Company also entered into an agreement
to transfer ownership of its U.S. subsidiary China Quanium Communications, Inc. to a former employee.

During the quarter ended June 30, 2006, the Company entered into a Share Exchange Agreement for the purpose of acquiring 100% of the
outstanding capital stock of China BioPharma Limited (“CBL"™), a Cayman Tslands company, which has rights w invest in Tianyuan Bio-
Pharmmaceuticals Company, Lid. and Zhejiang Tianyuan Biotech Co., Ltd. ("ZTBC"). In exchange for 100% of the owistanding capital of CBL, the
Company issued a total of 3,000,000 shares of restricted common stock to CBL's stockholders.

On July 14, 2006, Techedge and China Biopharma, Inc. (“CBI"™}, a Delaware corperation and a wholly-owned subsidiary of Techedge,
executed and delivered a Plan and Agreement of Merger whereby the parties agreed to merge CBl with and into Techedge, with Techedge being the
surviving corporation. By virtue of, and effective upon the consummation of the imerger, the Certificate of Incorporation of the Company was amended
to change its name from “Techedge, Inc.” to “China Biopharma, Inc.”. The merger became effective on August 10, 2006.
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Products and Services

The Company’s products primarity consist of vaccines for preventing and treating various diseases and illnesses in humans. Currently, the
Company provides and distributes its products in China and also exports them internationally.

Preventive Vaccines

The Company currently distributes flu vaccines manufactured by its joint venture partner, Zhejiang Tianyuan. The flu vaccine is a seasonal
product that is typically administered during the late fall and early winter seasons. For over ten years, the World Health Organization has made
recommendations as 10 what virus strain should be used for the upcoming season and, as a result, vaccines are manufactured based upon such
recommendations.

The Company plans to distribute more preventive vaccines in China to the Chinese Center for Disease Control and Prevention (“CDCs™) once
they become available, including vaccines for Japanese encephalitis, hepatitis B, certain allergyies and rabices.

Immunotherapy Products

Immunotherapy (also known as biologic therapy or biotherapy) is a treatment that focuses on certain parts of the immune system to fight
various diseases. This may be dene by either:
-Stimulating a patient’s own immune system 1o work harder or smarter; or
-Giving a patient’s immune system certain natural or man-made components, including synthetic system proteins.

Currently, the Company is working with several international companies on a number of immunotherapy products, including therapeutic
vaccines which are intended to treat cancer and other illnesses. In order to export a product, the local regulations may require various clinical studies
and product registrations.

Qther Products and Services

Through its subsidiary, Hainan CITIC Bio-Pharmaceutical Development Co., Ltd., or HCBD, the Company may also utilize its distribution
platforms and logistics to distribute other medical products and to provide logistic services for other bio-pharmaceutical companics.

Market Overview

The global market for vaccines has steadily increased for the past ten years, In Chma the vaccine market has increased four fold during the
past decade. The Company estimates that the total vaccine market in China reached apprommatc]y $500 nullion in revenue in 2006.




Subsidiaries

The Company currently has two operational segments. One segment, consisting of CBL and its subsidiaries provides bio-pharmaceutical
products. The other segment, which consists of CQCL and its subsidiary, was engaged in the business of providing telecommunications services and
developing related technology. However, following the Company’s re-pasitioning of its business focus from telecommunications to bio-pharmaceutical
operations, CQCL ceased carrying on any daily business activities and is currently looking for strategic partners in order to continue its business. Set
forth below is a graphic representation of the current organizational structure of the Company and its subsidiaries.

CBI
China Biopharma, Inc.
] 100% 160%
CBL CQCL
China Biopharma Limited China Quantum
Communication Limited
] %
ZTBC
Zhejlang Tianyuan 100%
Biotech Co., Ltd.
QCCN
70% Guang Tong Wang Lus (China) Co., Ltd.
(also known as Quantum Communications
HCBD (Cll.im) CD., le.)
Hainan CITIC Bio-

Pharmaceutical Dev. Co., Ltd.

China Biopharma Limited

China Biophanna Limited is Cayman Islands company and a wholly-owned subsidiary of the Company. CBL manages the operations of ali
the Company’s bio-pharmaceutical business in China,

Zhejiang Tianyuan Biotech Co., Lid,

Zhejiang Tianyuan Biotech Co., Ltd is a Sino-US joint venture between CBL and Zhejiang Tianyuan. The Cotmpany ewns 65% of ZTBC and
Zhejiang Tianyuan owns 35% of ZTBC. ZTBC was formed on June 24, 2006 and was funded on December 22, 2006. Of the total $3,000,000 initial
capitatization of ZTBC, CBL invested $1,950,000 and Zhejiang invested $1,050,000 in cash.

Zhejiang Tianyuan has agreed o perform all of the manufacturing functions on behalf of ZTBC and ZTBC will handle all future vaccine
development and marketing. All the marketing and sales personnel of Zhcjiang Tianyuvan have been transferred 1o ZTBC.




Hainan CITIC Bio-pharmaceutical Development Co., Ltd.

In April 2006, ZTBC acquired 20% of the outstanding stock of Hainan CITIC Bio-pharmaceutical Development Co., Ltd. from three
individuals in consideration for a payment of $600,000; In August 2006, ZTBC acquired an additional 40% of the outstanding stock of HCBD from
CITIC Pharmaceutical and China Biological Engineering Corporation in consideration for a payment of $1,200,00¢. In December 2006, ZTBC
acquired another 10% of the outstanding stock of HCBD from one individual in consideration for a payment of $300,000. The remaining 30% of
HCBD is owned by Zhejiang Tianyuan (20%) and by one of its original owners (10%).

HCBD is a nationwide bie-pharmaceutical distributor in China and has established a distribution platform including “cold-chain™ logistics
which are the refrigeration logistics in the distribution chain. HCBD distributes the vaccines provided by local vaccine manufacturers, including ZTBC
and Zhejiang Tianyuan and other bio-pharmaceutical products made by large global drug manufacturers, such as Merck.

China Quantum Communication Limited

China Quantum Communication Limited is a Cayman Islands company and a wholly-owned subsidiary of the Company. CQCL holds all of
the Company’s telecommunications business interests and owns all the intellectual property of mobile VolP technology. Following the Company's
decision to re-position its business focus from telecommunications to bio-pharmaceuticals, CQCL is no longer engaged in daily business operation
activities. CQCL is currently sceking a strategic partner in order to be able to continue its telecommunications business operations.

Guang Tong Wang Luo Ke Ji (China) Co., Lid.

Guang Tong Wang Lue Ke Ji (China) Co., Ltd. (also known as Quantum Communication {(China) Co., Ltd (“QCCN™)} is a wholly-owned
subsidiary of CQCL. QCCN has acted as the Company's Chinese business center in order to support all of its administrative activities. In addition,
QCCN operated a communication service operations center and 4 technology development center on behalf of CQCL. Following the Company’s
decision to re-position its business focus from telecommunications to bie-pharmaceuticals, QCCN ceased its ielecommunications-related business
operations.

Management

The Company has an expericnced management team. Many of the senior managers have international operational experience. Members of the
management team have operational experience, marketing and sales experience, rescarch and development experience, and financial experience. The
Company believes the existing management team will be able to carry out the execution of the existing business plan.

As & result of acquiring HCBD., one of the largest independent bio-pharmaceutical product distributors in China, the Company has established
a distribution foundatton in China. HCBD provides the Company with what management believes are strategic and operative advantages over other
global companies.




Management has an ongoing desire to develop global partnerships with small and mid-sized bio-pharmaceutical companies in U.S, and
Europe to introduce matured yet not currently available products into Chinese markets,

Marketing and Sales

The Company is targeting customers in the Chinese vaccine market seeking vaccines treating common diseases and illnesses. The Company
avoids carrying vaccines that are mostly administrated by the government on a free-of-charge basis because the government typically gives priority to
government-owned or operated companies when deciding whom to purchase vaccines from for such programs.

The Company plans to focus its primary marketing and sales on hospitals and clinics. The Company intends to work with local and
international vaccine manufacturers to jointly promote their preducts in China.

The Company also plans to develop and promote new products on the market carrying its own brand name.
Distribution

The Company distributes vaccines and other bio-pharmaceutical products through its subsidiary, HCBD. HCBD has built a system of
refrigerzted or “cold-chain™ distribution logistics. HCBD has five regional distribution centers covering approximately 236 major cities in China. In the
event of an outbreak of a contagious disease, HCBD could deliver needed vaccines from local manufactures 1o any part of these cities within 24 hours.

HCBD distributes vaceines in China with two different arrangements: representative arrangetmnents and buy-and-sell arrangements. With
representative arrangements, HCBD sells and distribuies the products on behalf of original manufacturers, and is paid with sales commission after the
sales close. With buy-and-sell arrangements, HCBD actually akes title to the products and sells them as its own products.

[n most cases, the proceeds from sales of products are collected afier the products are actually administered to patients instead of being paid
on delivery. In most cases, the time from delivery of products te actual collection of proceeds from the sale of such products may vary anywhere from
one 1o three months.

Key Suppliers
The Company sources its products frorm local and international companies. The Company has formed a strategic alliance with its joint venture

partner, Zhejiang Tianyuan to market and distribute its vaccine producis in China and overseas, Currently, more than 50% ef the Company’'s total sales
are derived from a flu vaccine product supplied by Zhejiang Tianyuan.




Principal Customers

The Company distributes its products directly or indirectly to local hospitals, clinics, pension fund health programs, and CDCs in China.
Currently, the Company’s main customers are local CDCs that buy, store, and administer the vaccinations throughout China.

Competition )

The Chinese market for human vaccine is very competitive. There are many local and global vaccine suppliers in China selling various human
vaccines. The Company competes with large established global drug companies such as Merck, GlaxoSmithKiine, Sanofi Pasteur, and Novartis. These ‘
comparnies offer a wide range of vaccine products that use similar formulations and competing technologies.

The Company also faces significant competition from traditional local small vaccines providers, as well as local government-owned
companies. The Company compctes or customers based principally on product offerings, price and customer service.

Most of the market for EPI {Extended Program Initiative) vaccine products, that are purchased by the government and administered free-of-
charge to the Chinese citizens, are dominated by Chinese government-owned institutions and local producers with favorable sclection criteria towards
government-owned and local companies.

Research and Development

The Company conducts rescarch and development activities both in the United States and China. The Company’s employces or consultants
are assigned on each rescarch and development project as a working group. The working group evaluates, formulates, conducts, and manages the
activities and progress of each project. The Company out-sources certain rescarch and development activities to third parties.

The Company’s future success will depend, in part, on its ability to improve its existing product mix and product lines, to retain the services of
talented employees and to develop new products and services that incorperate the leading market positions,

Government Regulations

Duc 10 its nature, the vaceine industry is highly regulated in the most of countries. Various government agencies regulate product
registrations, production certifications, distribution licenses, application control, and other factors beyond general business operation.

When a company imports a vaccine or related product into a country, regulators normally require registration and local clinical studies to
approve its safety and efficacy before the product can be distributed and sold in the country regardless of its maturity and approval status elsewhere.

The Company distributes its products in China through its subsidiary, HCBD using its bio-pharmaceutical distribution license.
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Iatellectual Property

Management regards copyrights, trademarks, trade secrets, patents, patent applications, and similar intellectual property as critical to the
Company's success and the Company relies on trademark and copyright law, trade secret protection and confidentiality and/or license agreements with
our employees, customers, supplicrs, and others to protect our proprietary rights.

Employees

As of March 23, 2007, we employed 56 full-time individuals in the United Siates and China. Most employees are located in China because the
Company conducis a significant part of its business operations in China. The Company's employees are not represented by a labor union and
management considers its employee relations to be good.

Revenues and Assets by Geographic Location

Substantially all of the Company’s revenues have been generated in China and a significant majority of our long-lived assets are located
within China.

RISK FACTORS

In addition to other information in this Annual Report on Form 10-KSB, the following risk factors should be carefully considered when evaluating our
company and our business. Investing in our common stock is speculative and involves a high degree of risk, and you should be able to bear the
complete loss of your investment, The risks described below are not the only ones facing our Company. Additional risks and uncertainties not presently
known to us or that we currently deem immaterial may also adversely affect our Company. If any of the following risk and uncertainties actually occur,
our future operating results and financial condition could be harmed, and the market price of our common stock could decline, perhaps significantly.

Risks Related to Qur Business
We have reported losses from operations in every vear of our operating history.
We have never generated profits from operations in any year. At December 31, 2006, we had an accumulated deficit of approximately $12.3
million. We will need to significantly increase our annual revenue to achieve profitability, We may not be able to do so. Even if we do achieve

profitability, we cannot assure you that we will be able to sustain or increase profitability on a quarterly or annual basis in the future,

We have incurred signilicant expenses in the past. Although we cannot quantify the amount, we expect expenses to continue to increase for
the remainder of 2007 and we expect to continue to incur losses.




We may not be able to obtain sufficient funds to grow our business.

We are a development stage company. Due to the nature and the stage of our Company, we require additional capital to fund some or all of
the following:

» Commercialization of our products and services:

¢ Marketing and sales expenses targeting market segments;
o« Working capital;

¢ Unanticipated opportunities;

¢ Stratcgic alliances;

« Potential acquisitions;

« Changing business conditions; and

« Unanticipated competitive pressures.

There can be no assurance that we will be able to raise such capital on favorable terms or at all. If we are unable 1o obtain such additional
capital, we may be required 1o reduce the scope of our business, which could have a material adverse effect on our business, financial condition and
results of operations.

The market in which we compete is highly competitive, fast-paced and fragmented, and we may not be able to maintain market share,

We compete with other companies, many of whom are developing or can be expected 1o develop products similar to ours. Our market is a
large market with many competitors. Many of our competitors are more established than we are, and have significantly greater financial, technical,
marketing and other resources than we presently possess. Many of our competitors also have greater name recognition and a larger customer base.

We expect competition to persist and intensify in the future. Qur principal competitors are bio-pharmaceutical companies such as Tiantan Bio-
Pharmaceutical Co., Ltd. in China and large multi-national corporations such as Merck and GlaxoSmithKline. We also compete with a number of
smaller local distributors including local govermment-owned companies. We face the risk that new competitors with greater resources than ours will
enter our market, and that increasing competition will result in lower prices. If we must significantly reduce our prices, the decrease in revenues could
adversely affect our profitability. We also face the risks that our competitors may be able to respond more quickly to new or changing oppertunitics
and customer requirements and may be able to undertake more extensive promotional activities, offer more attractive terms to customers, and adopt
mote aggressive pricing policies. o

Qur products must keep pace with developments in our industry or they may be displaced by competitors’ products. Our industry is
characterized by rapid product development, with significant competitive advantages gained by companies that introduce products that are first to
market, deliver constant innovation in products and techniques, offer frequent new product introductions and have competitive prices. Our future
growth partially depends on our ability to develop products that are more effective in meeting consumer needs. In addition, we must be able to
manufacture and effectively market those products. The sales of our existing products may decline if a competing product is introduced by other
companies.




-

The success of our new product offerings depends upon a number of factors, including our abtlity to accurately anticipate consumer needs,
innovate and develop new products, successfully commercialize new products in a timely manner, price our products competitively, manufacture and
deliver our products in sufficient volumes and in a timely manner and differentiate our product offerings from those of our competitors. If we fail to
make sufficient investments in research and pay close attention to consumer needs or if we focus on technologies that do not lead 1o more effective
products, our current and future products could be surpassed by more effective or advanced products of our competitors.

Establishing and expanding international operations requires significant management attention.

Substantially all of our current revenues are derived from China. We intend to expand our international operations, which, if not planned and
managed properly, could materially adversely affect our business, financial condition and operating results. Expanding intemationally exposes us to
legal uncertainties, new regulatory requirements, liability, export and import restrictions, tariffs and other trade barriers, difficulties in managing
operations across disparate geographic areas, foreign currency fluctuations, dependence on local distributors and potential disruptions in sales or
manufacturing due to military or terrorist acts, as well as longer customer payment cycles and greater difficulties in collecting accounts receivable, We
may also face challenges in protecting our intellectual property or avoiding infringement of others’ rights, and in complying with potentially uncertain
or adverse tax laws.

Risks related to our strategy and risks related to our inability to carry out such strategy

Qur strategy may be based on wrong assumptions, may be seriously flawed and may even damage our performance, competitive position in
the market and our ability to survive in the market place. Even if our strategy is correct, we may never be able to successfully implement our strategy
or to implement it in the desired fashion.

Risks related to the implementation of our operational and marketing plan

Our operational plan and marketing plan may be seriously flawed and may damage our pertormance, competitive position in the market and
even our ability to survive in the market place. Even if our operational plan and marketing plan are correct, we may never be able to successfully
implement these plans or implement our strategy in the desired fashion.




Risks related to our products and services

Our products and services involve direct or indirect impact on human health and life. The drugs, products and services
provided may be flawed and cause dangerous side effects and even fatality in certain cases and lead to major business losses
and legal and other liabilities and damages to us.

Risks related to product liability claims

We face the risk of loss resulting from, and adverse publicity associated with, product liability lawsuits, whether or not such claims are valid.
We may not be able to avoid such claims. In addition, our product liability insurance may not be adequate to cover such claims and we may not be able
to obtain adequate insurance coverage in the future at acceptable costs. A successful product liability claim that exceeds our policy limits could require
us to pay substantial sums.

Risks related to our technology and our platforms

Qur technology and platforms may be seriously defective and flawed, producing incorrect or harmful results, exposing us to significant
liabilities. Even if they are not defective or flawed, our technology and platforms may become outdated and lose their value, thus affecting our
competitive advantages.

Marketing risks

Newly-developed drugs and technology may not be compatible with market needs. Because markets for drugs differentiate geographically
inside China, we must develop and manufacture our products to accurately target specific markets to ensure product sales. [f we fail to invest in
extensive market research to understand the health needs of consumers in different geographic areas, we may face limited market acceptance of our
products, which could have material adverse effect on our sales and earning.

Risks relating to difficulty in defending intellectual property rights from infringement

Our success depends on our ability to protect our current and future technologies and products and 10 defend our intellectual property rights. If
we fail to protect our intellectual property adequately, comipetitors may manufaciure and market products similar to ours. We expect to file patent
applications seeking to protect newly-developed technologies and products in various countries, including China. Some patent applications in China
are maintained in secrecy until the patent is issued. Because the publication of discoveries tends to follow their actual discovery by many months, we
may not be the first to invent, or file patent applications on any of our discoverics. Patents may not be issued with respect to any of our patent
applications and existing or future patents issued to or ticensed by us may not provide competitive advantages for our products. Patents that are issued
may be challenged. invalidated or circumvented by our competitors. Furthermore, our patent rights may not prevent our competitors from developing,
using or commercializing products that are similar or functionally equivalent to our products,

M .

We also rely on trade secrets, non-patented proprietary expertise and continuing technelogical innovation that we shall seek to protect, in part,
by entering into confidentiality agreements with licensees, supplicrs, employees and consultants. These agreements may be breached and there may not
be adequate remedies in the cvent of a breach. Disputes may arise concerning the ownership of intellectual property or the applicability of
confidentiality agreements. Moreover, our trade secrets and proprietary technotogy may otherwise become known or be independently developed by
our competitors. If patents are not issued with respect to products arising from research, we may not be able to maintain the confidentiality of
information relating to these products.




Risks relating to third parties that may claim that we infringe on their proprietary rights may prevent us from manufacturing and
selling certain of our products

There has been substantial litigation in the pharmaceutical industry with respect to the manufacturing, use and sale of new products. These
lawsuits relate to the validity and infringement of patents or proprietary rights of third parties. We may be required to commence or defend against
charges relating to the infringement of patent or proprietary rights. Any such litigation could:

+ require us to incur substantial expense, even if we are insured or successful in the litigation;

« require us to divert significant time and effort of our technical and management personnel;

= result in the loss of our rights to develop or make certain products; and

= require us to pay substantial monetary damages or royaltics in order 1o license proprietary rights from third parties.

Although patent and intellectuat property disputes within the pharmaceutical industry have often been settled through licensing or similar
arrangements, costs associated with these arrangements may be substantial and could include the long-term payment of rovalties. These arrangements
may be investigated by regulatory agencies and, if improper, may be invalidated. Furthermore, the required licenses may not be made available to us on
acceptable terms. Accordingly, an adverse determination in a judicial or administrative proceeding or a failure to obtain necessary licenses could
prevent us from manufacturing and selling some of our products or increase our costs to market these products,

In addition, when seeking regulatory approval for some of our products, we are required to certify 10 regulatory authorities, including the PRC
State Food and Drug Administration (the “SFDA™), that such products do not infringe upon third-party patent rights. Filing a certification against a
patent gives the patent holder the right to bring a patent infringement lawsuit against us. Any lawsuit would delay the receipt of regulatory approvals. A
claim of infringement and the resulting delay could result in substantial expenses and even prevent us from manufacturing and selling certain of our
products.

Our launch of a product prior to a finat court decision or the expiration of a patent held by a third party may result in substantial damages to
us. If we are found to infringe a patent held by a third party and become subject to such damages, these damages could have a material adverse effect
on our results of operations and financial condition,




Risks related t¢ acquisitions

Part of our strategy involves acquisitions of other companies and products and technologies. We may not be able to complete successfully
such acquisitions due to the lack of capital and other factors. Even if we can complete such acquisitions, we may not be able to absorb and integrate the
acquired operation and assets successfully into our currently operation, We may cven make acquisitions that ultimately do not enhance our business.

Risks related to financial reports and estimates

We are subject te critical accounting policies and actual results may vary from our estimates. We follow generally accepted accounting ’
principles in the United States in preparing our financial statements. As part of this work, we must make many estimates and judgments concerning ‘
future events. These affect the value of the assets and liabilities, contingent assets and liabilities, and revenue and expenses reported in our financial ‘
statements. We believe that these estimates and judgments are reasonable, and we make them in accordance with our accounting policies based on
information available at the time. However, actual results could differ from our estimates, and this could require us to record adjustments 10 cxpenses
or revenues that could be material to our financial position and results of operations in the future.

Risks related to significant financing needs

We need significant amount of capital to invest in our research and development, in our acquisitions and in our operations. We may not be
able to identify and raise sufficient capital in a timely manner to finance our research and devclopment activity, operation, acquisitions, growth and |
even survival. Even if such financings are available, they may not be timely or sufficient or on the terms desirable, acceptable or not harmful to our |
existing stockholders.

For our Company to survive and to succeed, we must have consistent growth. However, the management and we may not be able to achieve
g
or manage such growth. The tnability to achieve and maintain and manage growth will significanily affect our survival and market position.

Risks related to growth and the ability to manage growth
Risks related to our capital structure
|
Insiders have subsiantial control over us, and they could delay or prevent a change in our corporate control even if our other stockholders want
it to occur.

Our executive officers, directors, and principal stockholders who hold 5% or more of the outstanding common stock and their affiliates |
beneficially owned as of March 23, 2007, in the aggrepate, approximately 76% of our outstanding common stock. These stockholders will be able to
exercise significant control over all matters requiring stockholder approval, including the election of directors and approval of significant corporate |
transactions. This could delay or prevent an outside party from acquiring or merging with us even if our other stockholders wanted it 1o oceur.




Dependence on key personnel

We depend on our key management and technological personnel. The unavailability or departure of such key personnel may seriously disrupt
and harm our operations, business and the implementation of our business strategy and plans. Although most of these personnel are founders and
stockholders of our Company, there can be no assurance that we can be successful in retaining them.

Risks related to not declaring or paying any dividends to our stockholders

We did not declare any dividends for the years ended December 31, 2005 or 2006. Qur board of directors does not intend 1o distribute
dividends in the near future. The declaration, payment and amount of any future dividends will be made at the discretion of the board of directors, and
will depend upon, among other things, the results of our operations, cash flows and financial condition, operating and capital requirements, and other
factors as the board of directors considers relevant. There is no assurance that future dividends will be paid, and if dividends are paid, there is no
assurance with respect to the amount of any such dividend.

Most of our assets are located in China, any dividends of proceeds from liquidation is subject to the approval of the relevant Chinese
government agencies.

Our assets are predominantly located inside China. Under the laws goveming foreign-invested enterprises in China, dividend distribution and
liquidation are allowed but subject to special procedures under the relevant laws and rules. Any dividend payment will be subject to the decision of the
board of directors and subject to foreign exchange rules governing such repatriation. Any liguidation is subject to both the relevant government
agency’s approval and supervision as well the foreign exchange control. This may generate additional risk for our investors in case of dividend
payment and liguidation.

Risks Associated With Doing Business in China
We are subject to the risks associated with doing business in the People’s Republic of China.

Because most of our operations are conducted in China. we are subject to special considerations and significant risks not typically associated
with companies operating in North America and Western Europe. These include risks associated with, among others, the political, economic and legal
environments and foreign currency exchange. Our results may be adversely affected by changes in the political and social cenditions in China, and by
changes in governmental policies with respect to laws and regulations, anti-inflationary measures, currency conversion and remittance abroad, and
rates and methods of taxation, among other things.

Although the majority of productive assets in China are owned by the Chinese government, in the past several years the government has
implemented economic reform measures that emphasize decentralization and encourage private cconomic activily. Because these economic reform
measures may be inconsistent or incffectuzl, there are no assurances that:

e We will be able to capitalize on economic reforms;

« The Chinese government will continue its pursuit of cconomic reform policies;




e The economic policies, even if pursued, will be successful;
» Economic policies will not be significantly altered from time to time; and
» Business operations in China will not become subject to the risk of nationalization.
Economic reform policies or nationalization could result in a total investment loss in our common stock.

Since 1979, the Chinese government has reformed its economic systems. Because many reforms are unprecedented or experimental, they are
expected to be refined and improved. Other political, economic and social factors, such as political changes, changes in the rates of economic growth,
uncmployment or inflation, or in the disparities in per capita wealth between regions within China, could lead to further readjustment of the reform
measures. This refining and readjustment process may negatively affect our operations.

Over the last few years, China’s economy has registered a high growth rate. Recently, there have been indications that rates of inflation have
increased. In response, the Chinese government has taken measures to curb this excessively expansive economy. These measures include restricting the
availability of domestic credit, reducing the purchasing capability of certain of its customers, and limiting re-centralization of the approval process for
purchases of some foreign products. The Chinese government may adopt additional measures to further combat inflation, including the establishment
of freczes or restraints on certain projects or markets. These measures may adversely affect our operations.

To date, reforms to China's economic system have not adversely impacted our operations and are not expected to adversely impact operations
in the foreseeable future. However, we cannot assure you that the reforms to China’s economic system will continue or that we will not be adversely
affected by changes in China's political, economic, and social conditions and by changes in policies of the Chinese government, such as changes in
laws and regulations, measures which may be introduced to control inflation and changes in the rate or method of taxation.

On November 1, 2001, China signed an agreement 1o become a member of the World Trade Organization (“WTO™), the international body
that sets most trade rules, further integrating China into the global economy and significantly reducing the barriers to international commerce. China's
membership in the WTO was cffective on December 11, 2001. China has agreed upon its accession to the WTO to reduce tariffs and non-tariff barriers,
remove investment restrictions and provide trading and distribution rights for foreign firms. The tariff rate reductions and other cnhancements will
enable us to develop better investment strategies. In addition, the WTO’s dispuie setilement mechanism provides a credible and effective tool to
enforce members’ commercial rights, Also, with China’s entry to the WTO, it is believed that the relevant laws on foreign investment in China wiil be
amplified and will follow commuon practices, T




The Chinese legal system is not fully developed and has inherent uncertainties that counld limit the legal protections available to
investors.

The Chinese legal system is a system based on writien statutes and their interpretation by the Supreme People’s Court. Prior court decisions
may be cited for reference but have limited legal precedents. Since 1979, the Chinese government has been developing a comprehensive system of
commercial laws, and considerable progress has been made in introducing laws and regulations dealing with economic matters such as foreign
investment, corporate organization and governance, commerce, taxation and trade. Two examples are the promulgation of the Contract Law of the
People’s Republic of China to unify the various economic contract laws into a single code, which went into effect on October 1, 1999, and the
Securities Law of the People’s Republic of China, which went into effect on July 1, 1999. However, because these laws and regulations are relatively
ncw, and because of the limited volume of published cases and their non-binding nature, interpretation and enforcement of these laws and regulations
involve uncertainties. In addition, as the Chinese legal system develops, changes in such laws and regulations, their interpretation or their enforcement
may have a material adverse effect on our business operations,

Enforcement of regulations in China may be inconsistent.

Although the Chinese government has introduced new laws and regulations 1o modernize its securities and tax systems on January 1, 1994,
China does not yet possess a comprehensive body of business law. As a result, the enforcement, interpretation and implementation of regulations may
prove to be inconsistent and it may be difficult to enforce contracts.

We may experience lengthy delays in resolution of legal disputes.

As China has not developed a dispute resolution mechanism similar to the Western court system, dispute resolution over Chinese projects and
jaint ventures can be difficult and we cannot assure you that any dispute involving our business in China can be resolved expeditiously and
satisfactorily.

Impact of the United States Foreign Corrupt Practices Act ¢n our business.

We are subject to the United States Foreign Corrupt Praciices Act, which generally prohibits United States companies from engaging in
bribery or other prohibited payments to foreign officials for the purpose of obtaining or retaining business. Foreign companies, including some that
may compete with us, are not subject to these prohibitions. Corruption, extortion, bribery, pay-offs, theft and other fraudulent practices occur from
time-to-time in maintand China. We have attempted 1o implement safeguards to prevent and discourage such practices by our employcees and agents,
We cannot assure you, howcever, that our employees or other agents will not engage in such conduct for which we might be held responsible. If our
employees or ather ageats are found to have engaged in such practices, we could suffer severe penaltics and other consequences that may have a
material adverse effect on our business, financial condition and results of operations.

Impact of governmental regulation on our operations.

We may be subject to liability for product safety that could lead to a product recall. Qur operations and properties are subject 1o regulation by
various Chinese government entities and agencies, in particular, the SFDA. Our operations are also subject to production, packaging, quality, labeling
and distribution standards. In addition, our facilitics arc also subject to various local environmental laws and workplace regulations. We believe that
our current legal and environmental compliance programs adequately address such concerns and that we are in substantial compliance with applicable
laws and regulations. However, compliance with, or any violation of, current and future laws or regulations could require material expenditures or
otherwise adversely effect our business and financial results.




We may be liable if the use of any of our products causes injury, illness or death. We may also be required to recali certain of our products
that become contaminated or are damaged. Any product liability judgment or a product recall could have a material adverse effect on our business or
financial results.

Moreover, the laws and regulations regarding acquisitions within the pharmaceutical industry in the PRC may also change and may
significantly impact our abiliry to grow through acquisitions.

It may be difficult to serve us with legal process or enforce judgments against our management or us.

Most of our assets are located in China. In addition, most of our directors and officers are non-residents of the United States, and all, or
substantial portions of the assets of such non-residents, are located outside the United States. As a result, it may not be possible to effect service of
process within the United States upon such persons, Moreover, there is doubt as to whether the courts of China would enforce:

s Judgments of United States courts against us, our directors or our officers based on the civil liability provisions of the securities laws of the
United States or any state; or

« Original actions brought in China relating to liabilities against non-residents or us based upon the securities laws of the United States or any

state.

The Chinese government could change its policies toward private enterprise or even nationalize or expropriate it, which could result
in the total loss of your investment.

Our business is subject to significant political and economic uncertainties and may be adversely affected by political, economic and social
developments in China, Over the past several years, the Chinese government has pursued economic reform policies including the encouragement of
private economic activity and grealer economic decentralization. The Chinese government may not continue to pursue these policies or may
significantly alier them to our detriment from time 1o time with little, if any, prior notice. Changes in policies, laws and regulations or in their
interpretation or the imposition of confiscatory taxation, restrictions on currency conversion, restrictions or prohibitions on dividend payments to
stockholders, devaluations of currency or the nationalization or other expropriation of private enterprises could have a material adverse effect on our
business. Narionalization or expropriation could even result in the total loss of our investment in China and in the total loss of your investment,




If political relations between the United States and China worsen, our stock price may decrease and we may have difficulty accessing
U.S. capital markets.

At various times during recent years, the United States and China have had significant disagreements over political and ecoenomic issues.
Controversies may arise in the future between these two countries. Any political or trade controversies between the United States and China, whether
or not directly related to our business, could adversely affect the market price of our common stock and our ability to access U.S. capital markets.

The legal authorities in China are in the process of evaluating heretofore tax and fee benefits provided to foreign investors and
companies to encourage development within the country such that these benefits may be lessened or removed with the consequence that
expenses may rise, impacting margins and net income.

The legal authorities arc cvaluating tax and fee benefits that have been available to foreign investers and companies operating in China and tax
holidays for new enterprises. It is anticipated, in the near term, there are going to be changes that substantially reduce or eliminate many, if not all, the
tax and other governmental fec advantages that heretofore have been available to foreign entities and newly created entities whether or not such new
entities are foreign. The goal is to institute greater equalization of tax and government fee treatment of all corporate and similar entities in China.
China is being encouraged to create this more equal treatment because of its WTO obligations and public opinion within China. There may be phase-
ins of various taxes and fees for entities that currently benefit from either no or lower tax rates and fees compared to whelly Chinese companies and
entities, but there can be no assurance of this. Even if there are phase-in perioeds, the length of such periods is not known. Overall, it is expected that
the cost of operating in China will increase for those companies and entities that have had various tax and fee advantages in the past.

Foreign Exchange Control Risks
Fluctuations in the value of the Chinese Renminbi relative to foreign currencies could affect our operating results.

Substantially all our revenues and expenses are currently denominated in the Chinese Renminbi. However, we use denominations in United
States dollar for financial reporting purposes. The value of Chinese Renminbi against the United States dollar and other currencies may fluctuate and is
affected by, among other things, changes in China’s pelitical and economic conditions. The Chinese government recently announced that it is valuing
the exchange rate of the Chinese Renminbi against a number of currencies, rather than just exclusively to the United States dotlar. Although the
Chinese government has stated its intention to support the value of the Chinese Renminbi, we cannot assure you that the government will not revalue it.
As our operattons are primarily in China, any significant revaluation of the Chinese Renminbi may materially and adversely affect our cash flows,
revenues and financial condition. For example, to the extent that we need to convert United States dollars inte Chinese Renminbi for our operations,
appreciation of this currency against the United States dollar could have a material adverse effect on our business, financial condition and results of
operations, Conversely, if we decide to convert our Chinese Renminbi into United States dollars for other business purposes and the United States
dollar appreciates against this currency. the United Siates dollar equivalent of the Chinese Renminbi we convert would be reduced. To date, we have
not engaged in any hedging transactions in connection with our operations.




The PRC government imposes control over the conversion of the Chinese Renminbi into foreign currencies. Under the current unified floating
exchange rate system, the People’s Bank of China publishes an exchange rate, which we refer to as the PBOC exchange rate, based on the previous
day’s dealings in the inter-bank foreign exchange market. Financial institutions authodized to deal in foreign currency may enter into foreign exchange
transactions at exchange rates within an authorized range above or below the PBOC exchange rate according to market conditions.

Pursuant to the Foreign Exchange Control Regulations of the PRC issued by the State Council which came into effect on April 1, 1996, and
the Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment of the PRC which came into effect on July 1, 1996,
regarding foreign exchange control, conversion of Renminbi into foreign exchange by Foreign Investment Enterprises, or FIEs for use on current
account items, including the distribution of dividends and profits to foreign investors, is permissible. FIEs are permitted to convert their after-tax
dividends and profits to foreign exchange and remit such foreign exchange to their foreign exchange bank accounts in the PRC.

Conversion of Renminbi into foreign currencies for capital account items, including direct investment, loans, and security investment, is still
subject to certain restrictions. On January 14, 1997, the State Council amended the Foreign Exchange Control Regulations and added, among other
things, an important provision, which provides that the PRC government shall not impose restrictions on recurring international payments and transfers
under current account items.

Enterprises in the PRC (including FIEs) which requirc foreign exchange for transactions refating to current account items, may, without
approval of the State Administration of Foreign Exchange, or SAFE, effect payment from their foreign exchange account or convert and pay at the
designated foreign exchange banks by providing valid receipts and proofs.

Convertibility of foreign exchange in respect of capital account items, such as direct investment and capital contribution, is still subject to
centain restrictions, and prior approval from the SAFE or its relevant branches must be sought.

Risks Related to Common Stock
Risks of lack of liquidity and voelatility

Currently our common stock is quoted in the OTC Bulletin Board market, and the liquidity of our common stock may be very limited and
affected by its limited trading market, The OTC Bulletin Board market is an inter-dealer market much less regulated than the major exchanges and our
common stock 15 subject to abuses and volatilities and shorting. There is currently no broadly followed and established trading market for our common
stock. An established trading market may never develop or be maintained. Active trading markets generally result in lower price volatility and more
efficient exccution of buy and sell orders. Absence of an active trading market reduces the liquidity of the shares traded there,




The trading volume of our common stock may be limited and sporadic. As a result of such trading activity, the quoted price for our common
stock on the OTC Bulletin Board may not necessarily be a reliable indicator of its fair market value. Further, if we cease to be quoted, holders would
find it more difficult to dispose of, or to obtain accurate quotations as to the market value of our common stock and as a result, the market value of our
common stock likely would decline.

Risks related to penny stocks

Our common stock may be subject to regulations prescribed by the Securities and Exchange Commission {the “SEC”) relating to “Penny
Stocks.” The SEC has adopted regulations that generally define a penny stock to be any equity security that has a market price (as defined in such
regulations) of less than $5.00 per share, subject to certain exceptions. If our common stock meets the definition of a penny stock, it will be subject to
these regulations, which impose additional sales practice requirements on broker-dealers who sell such securities to persons other than established
customers and accredited investor, generally institutions with assets in excess of $5,000,000 and individuals with a net worth in excess of $1,000,000
or annual income exceeding $200,000 (individually) or $300,000 (jointly with their spouse),

Future sales of our common stock may depress our stock price.

Sales of a substantial number of shares of our common stock in the public market could cause a decrease in the market price of our common
stock. At March 23, 2007, we had 86,958,703 shares of common stock outstanding. A significant number of our outstanding shares either are eligible
for resale to the public without restriction pursuant to Rule 144(k) of the Sccurities Act of 1933, as amended (the “Securities Act™) or are eligible for
resale to the public pursuant to Rule 144 of the Securities Act. At March 23 2007, options to purchase 6,860,616 shares of our common stock were
outstanding of which 6,552,784 were vested, and warrants or other rights to purchase 15,489,118 shares of our common stock were cutstanding. 1f a
significant portion of these shares were sold in the public market, the market value of our common stock could be adversely affected.

ADDITIONAL INFORMATION

The Company's website address is www.ChinaBiopharma.net. We make available, via a link to the Securities and Exchange Commission's websile,
through our investor relations website located at www.ChinaBiopharma.net, access to our annual reports on Ferm 10-KSB, quarterly reports on Form
10-Q8B, current reports on Form 8-K and any amendments to those reports filed or fumnished pursuant to Section 13{a) or 15(d) of the Securities
Exchange Act of 1934 afier they are electronicalty filed with or fumished to the SEC. All such reports accessible from our investor relations website
are available free of charge. A copy of this Annual Report is available without charge upon written request to: Investor Relations, China Biopharma,
Inc. 31 Airpark Road, Princeton, NJ 08540.

ITEM 2. DESCRIPTION OF PROPERTY

Neither the Company nor any of its subsidiaries owns any real property. The following is a summary of the material leased facilities where we
currently conduct our business operations;




Locations Sq. Ft. Description Lease Expiration Date

Prinoston; New Jersdy- ~ - - -~ shafedspace -, -~~~ = Rep-OMice = = Mot Bwaath
Hangzhou, China 1,000 Head Office Year to Year
Hangzhou; China =~ 2,000 ' _ CBL/ZTBC Office ‘ Year to Year
Beijing, China 2,500 HCBD Office Year to Year
Haikou, China 1,000 HCBC Office Yearto Year

In addition to the facilities listed above, HCBD, one of our subsidiaries, has entered into leases for five regional distribution centers with refrigerated
warehouses on favorable “as needed” lease terms. We believe that our facilities are suitable and adequate for our current business needs and that
suitable additional or altenative space will be available in the future at commercially reasonable terms.

ITEM 3, LEGAL PROCEEDINGS
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to our stockholders during the fourth quarter of 2006.
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PART I
ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

MARKET INFORMATION
Our common stock price is quoted on the OTC Bulletin Board, or OTCBB, under the symbol "CBPC". The following table sets forth for the periods
indicated the high and low prices per share traded for our common stock as reported on the OTCBB.

Quarter Ended High Low
2005 '

March 31 S5 £0.75
June 30 $1.04 $0.41
September 30 $0.95 $0.60
December 31 $0.75 $0.38
2006

March 31 $0.75 $0.41
June 30 $0.67 $0.32
September 30 $0.45 $0.27
December 31 $0.50 $0.27
2007

First quarter through March 27 $0.43 $0.13

The quotations shown reflect inter-dealer prices, without retatl mark-up, mark-down or commission and may not represent actual transactions.
HOLDERS

As of December 31, 2006, there were approximately 330 stockholders of record of our common stock and no stockholders of record of our preferred
stock, par value $.0001 per sharc. This number does not include shares held by brokerage clearing houses. depositories or otherwise in unregistered
form.

DIVIDENDS

We have net paid any cash dividends in the past and do not intend to pay cash dividends on our capital stock for the foresceable future. Instead, we
intenq to_retain all carnings, if any, for use in the operation and expansion of our business.

ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

You should read the following discussion together with the more detailed business information and consolidated financial statements and related notes
that appear elsewhere in this repert and in the documents that we incorporate by reference into this report. This report may contain certain “forward-
leoking” information within the meaning of the Private Securities Litigation Reform Act of 1995. Generally, the words “believes,” “anticipates,”
“ T estimate,” “continue,” and similar expressions or the negative thereof or comparable terminology are

LTS

may,” “will,” “should,” “expect,” “intend,
intended to identify forward-looking statements. This information involves risks and uncertainties. Our actual results may differ materially from the
results discussed in the forward-looking statements. Factors that might cause such a difference include, but are net limited to, those discussed in Item |
under the caption "Risk Factors."




CRITICAL ACCOUNTING POLICIES

Set forth below is a summary description of certain of our critical accounting policies. See “Summary of Significant Accounting Policies” in
the Notes to the Company's Consolidated Financial Statements for the year ended December 31, 2006, included elsewhere in this prospectus, for a full
description of our critical accounting policies.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly and majority owned subsidiaries. Significant
intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statemnents in conformity with U.S. generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting Standards No. 109, Accounting for [ncome
Taxes. Under this method, deferred tax assets and liabilities are determined based on differences between financial reporting and tax bases of assets
and liabilities and are measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse.

Financial Instruments

The carrying amounts reported in the consolidated balance sheet for the Company’s cash, accounts receivable, accounts payable, and accrued
expenses approximate their fair values due to the short maturities of these financial instruments,

The carrying amounts reported in the consolidated balan