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If thisform is a post-effective anendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the
same offering. £

If thisform is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement the same
offering. £

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. £
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CALCULATION OF REGISTRATION FEE

Proposed Proposed
Maximum Maximum Amount of
Title of Each Class of Amount To Be Offering Price Aggregate Registration
Securities To Be Registered Registered (1) Per Share Offering Price Fee
Common Stock, $.001 par value per share (2 (2) $1,380,000(2) $ 147.66
Common Stock, $.001 par value per share 2,548,600 (3) $ 3.50 (4) 8,920,100 (4) 954.45
Common Stock, $.001 par value per share 100,000 (5) 3.50 (4) 350,000 (4) 37.45
Total Registration Fee $ 1,139.56(6)

(1) Inaccordance with Rule 416(a), the Registrant is also registering hereunder an indeterminate number of
additional shares of common stock that shall be issuable pursuant to Rule 416 to prevent dilution resulting
from stock splits, stock dividends or similar transactions.

(2) Theregistration fee for securities to be offered by the Registrant is based on an estimate of the Proposed
Maximum Aggregate Offering Price of the securities, and such estimate is solely for the purpose of
calculating the registration fee pursuant to Rule 457(0). Includes shares which the underwriters have the
option to purchase to cover over-allotments, if any.

(3) ThisRegistration Statement also coversthe resale under a separate resale prospectus (the “Resale
Prospectus”) by selling stockholders of the Registrant of up to 2,548,600 shares of Common Stock
previously issued to such selling stockholders as named in the Resale Prospectus.

(4) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457.

(5) Represents shares of the Registrant’s common stock being registered for resale that have been or may be
acquired upon the exercise of warrants issued to a selling stockholder named under the Resale Prospectus.

(6) Thisamount isbeing paid herewith.

The Registrant amendsthisregistration statement on such date or dates as may be necessary to delay its
effective date until theregistrant shall file a further amendment which specifically statesthat thisregistration
statement shall hereafter become effective in accor dance with Section 8(a) of the Securities Act of 1933, or
until theregistration statement shall become effective on such date asthe Commission, acting pursuant to
Section 8(a), may determine.

http://www.sec.gov/Archives/edgar/data/1335106/000114420406040383/v053700_sh2.htm (3 of 146) [2008-5-7 11:27:09]



Unassociated Document

EXPLANATORY NOTE

This Registration Statement contains a prospectus to be used in connection with the initial public offering of up to

[ ] the Registrant's common stock (including [ | shares that may be sold upon exercise of the
underwriters over-allotment option) through the underwriters named on the cover page of that prospectus (the "1PO
Prospectus"). In addition, the Registrant is contractually obligated to register on this Registration Statement for the
resale of up to 2,648,600 shares of its common stock (including 100,000 shares that have been or may be acquired
upon the exercise of warrants) (the “Registrable Securities”) held by selling stockholders. Consequently, this
Registration Statement contains a second prospectus to cover these possible resales (the "Resal e Prospectus') by
certain of the Registrant's stockholders named under the Resale Prospectus (the " Selling Stockholders'). The IPO
Prospectus and the Resale Prospectus are substantively identical, except for the following principal points:

they contain different outside and inside front covers,

they contain different Offering sections in the Prospectus Summary section beginning on page 2;

they contain different Use of Proceeds sections on page 20;

the Dilution section is deleted from the Resale Prospectus on page 22;

a Selling Stockholder section isincluded in the Resale Prospectus beginning on page 56A;

references in the PO Prospectus to the Resale Prospectus will be deleted from the Resale Prospectus,

the Underwriting section from the PO Prospectus on page 56 is deleted from the Resale Prospectus and a

Plan of Distribution isinserted in its place;

« the Legal Matters section in the Resale Prospectus on page 58 del etes the reference to counsel for the
underwriters; and

« the outside back cover of the IPO Prospectus is deleted from the Resale Prospectus.

The Registrant has included in this Registration Statement, after the financial statements, alternate pages to reflect the
foregoing differences.

Notwithstanding the Resale Prospectus, the Selling Stockholders have agreed (i) that they will not sell any of the
Registrable Securities until our common stock beginsto be traded on either the New Y ork Stock Exchange,
American Stock Exchange, NASDAQ Global Market, NASDAQ Capital Market or the OTC Bulletin Board, after
whi_cr&their shares will automatically be released from the lock up on a monthly basis pro rata over a nine month
period.
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Theinformation in this prospectusis not complete and may be changed. We may not sell these securities until
theregistration statement filed with the Securities and Exchange Commission becomes effective. This
prospectusisnot an offer to sell these securities and we are not soliciting offersto buy these securitiesin any
state where the offer or saleisnot permitted.

PROSPECTUS

Subject to Completion, Dated September 29, 2006

[ ] SHARES
CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
COMMON STOCK

We are areporting company under Section 13 of the Securities Exchange Act of 1934, as amended. However, our
shares of common stock are not currently listed or quoted for trading on any national securities exchange or national
guotation system. We intend to apply for the listing of our common stock on the American Stock Exchange. We
propose to obtain the trading symbol [ |””. We expect that the public offering price of our common stock will be
between $ | and $[ | per share.

The purchase of the securitiesinvolves a high degree of risk. See section entitled “Risk Factors” beginning on
page 6.

Per Share Total

Public offering price $ $
Underwriting discounts and commissions $ $
Proceeds, before expenses, to China Shenghuo Pharmaceutical Holdings, Inc.  $ $

The underwriters have a 60-day option to purchase up to | | additional shares of common stock from us
to cover over-allotments, if any.

The underwriters expect to deliver the shares of common stock to purchasers on or about , 2006.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or
disapproved of anyone’sinvestment in these securities or determined if this prospectusistruthful or complete.
Any representation to the contrary isa criminal offense.

WestPark Capital, Inc.
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The Date of This Prospectus|s. , 2006
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Please read this prospectus carefully. It describes our business, our financial condition and results of operations. We

have prepared this prospectus so that you will have the information necessary to make an informed investment

decision.

Y ou should rely only on information contained in this prospectus. We have not, and the underwriters have not,

authorized any other person to provide you with different information. This prospectus is not an offer to sell, nor isit
seeking an offer to buy, these securities in any state where the offer or sale is not permitted. The information in this

prospectus is complete and accurate as of the date on the front cover, but the information may have changed since

that date.
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PROSPECTUS SUMMARY

Because thisis only a summary, it does not contain all of the information that may be important to you. You should
carefully read the more detailed information contained in this prospectus, including our financial statements and
related notes. Our business involves significant risks. You should carefully consider the information under the
heading "Risk Factors" beginning on page 6.

China Shenghuo Phar maceutical Holdings, Inc.

We are primarily engaged in the research, development, manufacture, and marketing of pharmaceutical, nutritional
supplement and cosmetic products. Almost all of our products are derived from the medicinal herb Panax
notoginseng, also known as Sangji, Sanchi or Tienchi. Panax notoginseng is a greyish-brown or greyish-yellow plant
that only grows in afew geographic locations on Earth, one of which is'Y unnan Province in southwest China, where
we are located. The main root of Panax notoginseng are cylindrical shaped and are most commonly one to six
centimeters long and one to four centimeters in diameter. Panax notoginseng saponins (PNS), the active ingredients
in Panax notoginseng, are extracted from the plant using high-tech equipment and in accord with Good
Manufacturing Practice (GMP) standards.

Since our establishment, we have focused primarily on the development of products to serve three major markets—
cardiovascular and cerebrovascular disease, peptic ulcer disease and health products. Our goal has been to focus on
the development of pharmaceutical products and over the counters products based on traditional Chinese medicines
designed to address these areas.

We believe that our business has opportunities for growth through the following growth strategies:

« New Product Development. We will continue to evaluate and develop additional product candidates to
expand our pipeline where we perceive an unmet need and commercia potential.

» Focuson Brand Development. We intend to build brand equity by expanding our relationships within the
Chinese pharmaceutical industry and with professionals within the industry, especially with physicians and
hospitals.

« Domestic Growth (China). We intend to grow our internal marketing and sales function and increase our
relationships with other national distributors to expand the distribution and presence of our non-prescription
brands and cosmetics.

« International Growth. We hope to continue to expand sales into other countries where our products could
be affordable treatment options.

« Growth of Cosmetics Market Share. We intend to focus on the expansion of our cosmetics product line and
devote additional marketing and sales resources.

Corporate Information

We were incorporated in the State of Delaware on May 24, 2005. We were originally organized as a “blank check”
shell company to investigate and acquire atarget company or business seeking the perceived advantages of being a
publicly held corporation. On August 31, 2006, we closed a share exchange transaction, described below, pursuant to
which we (i) became the 93.75% parent of Kunming Shenghuo Pharmaceutical (Group) Co., Ltd., acompany formed
under the laws of the People’s Republic of China (“Shenghuo China”), (ii) assumed the operations of Shenghuo
Chinaand its subsidiaries and (iii) changed our name from SRKP 8, Inc. to China Shenghuo Pharmaceutical
Holdings, Inc.

We operate through Shenghuo China, and the three foreign owned subsidiaries of Shenghuo Chinathat are also
organized under the laws of the People’s Republic of China.
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We are areporting company under Section 13 of the Securities Exchange Act of 1934, as amended. However, our
shares of common stock are not currently listed or quoted for trading on any national securities exchange or national
guotation system. We intend to apply for the listing of our common stock on the American Stock Exchange. We
propose to obtain the trading symbol [ |”.

Our corporate offices are located at No. 2, Jing Y ou Road, Kunming National Economy & Technology Developing
District, People’s Republic of China.

Recent Events
Completion of Share Exchange

On June 30, 2006, we entered into a share exchange agreement (the “Exchange Agreement”) with Shenghuo China
and Lan’s Int’l Medicine Investment Co., Limited, aHong Kong corporation and shareholder holding 93.75% of the
equity interest of Shenghuo China (“LIMI”’). On August 11 and 28, 2006, the parties entered into Amendment No. 1
and 2 to the Exchange Agreement, respectively. Pursuant to the Exchange Agreement, as amended, we agreed to
issue an aggregate of 16,255,400 shares of our common stock to LIMI and its designees in exchange for 93.75% of
the equity interest of Shenghuo China (the “Share Exchange”).

On August 31, 2006, the Share Exchange closed. Upon the closing of the Share Exchange, we (i) became the 93.75%
parent of Shenghuo China, (ii) assumed the operations of Shenghuo China and its subsidiaries and (iii) changed our
name from SRKP 8, Inc. to China Shenghuo Pharmaceutical Holdings, Inc.

Principal Terms of the Share Exchange

Upon the closing of the Share Exchange, we issued an aggregate of 16,255,400 shares of our common stock to LIM|
and its designees in exchange for 93.75% of the equity interest of Shenghuo China. Pursuant to the Exchange
Agreement, as amended, we issued 15,213,000 shares of common stock to LIMI and 567,600 and 474,800 shares of
common stock to Marvel International Limited and FirstAlliance Financial Group, Inc., respectively, as designees of
LIMI. In addition, at the closing of the Share Exchange, we issued 200,000 shares of our common stock and five year
warrants to purchase 100,000 shares of our common stock at a per share exercise price of $2.50 for investor relations
services (the “IR Securities”). Immediately following the closing of the Share Exchange and after giving effect to the
issuance of the IR Securities, LIMI and its designees beneficially owned approximately 85.0% of our issued and
outstanding common stock, our pre-existing shareholders owned approximately 3.5% and investorsin the Private
Placement (described below) conducted by us that closed concurrently with the Share Exchange owned
approximately 10.5% of our outstanding common stock. We issued no fractional sharesin connection with the Share
Exchange. Immediately after the closing of the Share Exchange, we changed our corporate name from SRKP 8, Inc.
to China Shenghuo Pharmaceutical Holdings, Inc.

Immediately prior to the Share Exchange and Private Placement, certain of our shareholders agreed to cancel an
aggregate of 2,036,000 shares of common stock such that there were 664,000 shares of common stock outstanding
immediately prior to the Share Exchange and Private Placement. Immediately after the closing of the Share
Exchange, Private Placement and after giving effect to the issuance of the IR Securities, we had 19,119,400
outstanding shares of common stock and warrants to purchase 100,000 shares of our common stock.

Pursuant to the terms of the Share Exchange, we agreed to register atotal of 664,000 shares of common stock held by
our shareholdersimmediately prior to the Share Exchange. Of these 664,000 shares held by our shareholders,
348,600 shares would be covered by the resale registration statement filed in connection with the Private Placement
(described below) and 315,400 shares, which are held by affiliates of Westpark Capital, Inc. (“WestPark™) are to be
included in a subsequent registration statement filed by us within ten days after the end of the six month period that
immediately follows the date on which we file the registration statement to register the sharesissued in the Private
Placement. WestPark acted as the placement agent in the Private Placement. We also agreed to register the IR
Securities in the registration statement filed in connection with the Private Placement and to include 1,042,400 shares
of common stock that were issued to FirstAlliance Financial Group, Inc. and Marvel International Limited as
designees of LIMI (the former majority shareholder of Shenghuo China) upon the closing of the Share Exchangein
the subsequent registration statement that we agreed to file to register the shares held by the affiliates of Westpark.
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The transactions contemplated by the Exchange Agreement, as amended, were intended to be a “tax-free”
incorporation pursuant to the provisions of Section 351 of the Internal Revenue Code of 1986, as amended.

The Private Placement

On August 31, 2006, concurrently with the close of the Share Exchange, we received gross proceeds of $1,800,000 in
a private placement transaction (the “Private Placement™). Pursuant to subscription agreements entered into with the
investors, we sold an aggregate of 2,000,000 shares of common stock at $0.90 per share. We agreed to file a
registration statement covering the common stock sold in the private placement within 30 days of the closing of the
Share Exchange pursuant to the subscription agreement with each investor. The investors in the Private Placement
also entered into alock up agreement pursuant to which they agreed not to sell their shares until our common stock
begins to be traded on either the New Y ork Stock Exchange, American Stock Exchange, NASDAQ Global Market,
NASDAQ Capital Market or the OTC Bulletin Board, after which their shares will automatically be released from
the lock up on amonthly basis pro rata over a nine month period. After commissions and expenses, we received net
proceeds of approximately $1.5 million in the Private Placement. WestPark acted as placement agent in connection
with the Private Placement. For its services as placement agent, WestPark was paid a commission equal to 9.0% of
the gross proceeds from the financing, in addition to a 2% non-accountable expense fee, for an aggregate amount fee
of $198,000. Some of the controlling shareholders and control persons of WestPark were also, prior to the
completion of the Share Exchange, controlling shareholders and control persons of our company, including Richard
Rappaport, who is the Chief Executive Officer of WestPark and was the President and a significant shareholder of
our company prior to the Share Exchange, and Anthony C. Pintsopoulos, who is the Chief Financial Officer of
Westpark and was a controlling stockholder and an officer and director of our company prior to the Share Exchange.
Each of Messrs. Rappaport and Pintsopoul os resigned from all of their executive and director positions with our
company upon the closing of the Share Exchange.
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The Offering
Common stock offered we are offering [ ] shares (1)
Common stock outstanding after the offering [ | shares (2)
Offering Price $___] per share
Use of proceeds We intend to use the net proceeds of this offering for general

corporate purposes. See "Use of Proceeds" on page for more
information on the use of proceeds.

Risk factors Investing in these securities involves a high degree of risk. As
an investor you should be able to bear a complete loss of your
investment. Y ou should carefully consider the information set
forth in the “Risk Factors” section.

(1) Weareaso concurrently registering for resale under a separate prospectus up to 2,648,600 shares of our
common stock held by the selling stockholders named under the prospectus, including 100,000 shares that
have been or may be acquired upon the exercise of warrants. None of these shares are being offered by us
and we will not receive any proceeds from the sale of these shares. For additional information, see above
under “Prospectus Summary - Relevant Events - Principal Terms of the Share Exchange” and “- The Private
Placement.”

(2) Based on 19,119,400 shares of common stock issued and outstanding as of September 29, 2006. The
number of shares of our common stock outstanding excludes 100,000 shares of our common stock issuable
upon exercise of outstanding warrants.

SUMMARY FINANCIAL DATA

The following is a summary of consolidated statements of operations data for us for the six months ended June 30,
2006 and 2005 and the years ended December 31, 2005 and 2004 and consolidated balance sheet data for us as of
June 30, 2006 and December 31, 2005 and 2004. The following summary financial information should be read in
conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the
consolidated financial statements, related notes, and other financial information included herein. Thisinformation is
only asummary. It does not necessarily represent or indicate what the financial position and results of operations of
our company will bein the future.

For the Six Months Ended For the Years Ended
June 30, December 31,
Statements of Operations 2006 2005 2005 2004

(unaudited) (unaudited)

Sale of Products $ 8654206 $ 3,657,789 $ 11,066,783 $ 7,597,590

Comprehensive Income (L 0ss) $ 1879492 $ (263445) $ 1,735564 $ 141,526

Basic and Diluted Earnings (Loss) Per Share $ 011 $ (0.02) $ 010 $ 0.01
June 30, December 31,
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Balance Sheets 2006 2005 2004
(unaudited)

Total Current Assets $ 13,727,948 $ 10,429,658 $ 8,617,597

Total Assets 22,847,680 19,598,445 16,708,303

Total Current Liabilities 17,102,816 14,619,667 13,821,784

Total Liabilities 18,358,752 17,096,944 15,993,992

Total Stockholders' Equity 4,049,542 2,170,050 434,486
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RISK FACTORS

Any investment in our common stock involves a high degree of risk. Investors should carefully consider the risks
described below and all of the information contained in this prospectus before deciding whether to purchase our
common stock. Our business, financial condition or results of operations could be materially adversely affected by
theserisksif any of them actually occur. Our shares of common stock are not currently listed or quoted for trading on
any national securities exchange or national quotation system. If and when our common stock is traded, the trading
price could decline due to any of these risks, and an investor may lose all or part of hisinvestment. Some of these
factors have affected our financial condition and operating results in the past or are currently affecting our company.
This prospectus also contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those anticipated in these forward-looking statements as aresult of certain factors,
including the risks we face as described below and elsewhere in this prospectus. With respect to this discussion, the
terms “Shenghuo,” the “Company,” “we,” “us,” or “our” refer to China Shenghuo Pharmaceutical Holdings, Inc., our
93.75%-owned subsidiary Kunming Shenghuo Pharmaceutical (Group) Co., Ltd. (“Shenghuo China”) and the three
Eorei gn ownedhsubs)i diaries of Shenghuo Chinathat are organized under the laws of the People’s Republic of China
“PRC” or “China”).

RISKSRELATED TO OUR OPERATIONS

Our Current BusinesslIsPrimarily Based On A Single Product, Which Accounts For More Than 90% Of Our
Revenues, And We May Not Be Able To Generate Significant Revenue If ThisProduct Fails.

More than 90% of our revenue comes from a single product, Xuesaitong Soft Capsules, and our business may fail if
this product fails. If we experience difficulties or obstacles in the manufacture and sale of the Xuesaitong Soft
Capsules, or if our licenses and government approvals are revoked to sell the product, then we may not be able to
generate significant revenues, our business may fail and you would lose all or part of your investment in our
company.

WeRely On A Few Suppliers For Sanchi, The Primary Ingredient in Most of Our Products, And Any
Disruption With Our Suppliers Could Delay Product Shipments And Have a Material Adverse Impact on Our
Business Operations And Profitability.

Due to the limited availability of Sanchi, we currently rely on a small number of suppliers as our source for Sanchi,
the primary raw material that is needed for usto produce our products. We believe that there are few alternative
suppliers available to supply the Sanchi plant, and should any of our current suppliers terminate their business
arrangements with us or increase their prices of materials supplied, it would delay product shipments and adversely
affect our business operations and profitability. In addition, if the suppliers refused to sell Sanchi, or increased the
sales prices of Sanchi, thiswould also have a material adverse impact on our results of operations.

If Our Primary Product I's Replaced By Other Medicines Or |s Removed From China’s I nsurance Catalogue
In The Future, Our Revenue Will Suffer Substantially.

Under Chinese regulations, patients purchasing medicines listed by China’s state and/or provincial governmentsin
the Insurance Catalogue may be reimbursed, in part or in whole, by a social medicine fund. Accordingly,
pharmaceutical distributors prefer to engage in the distribution of medicineslisted in the Insurance Catalogue. Since
2005, the main product, Xuesaitong Soft Capsules, that we manufacture and sell is listed in the Insurance Catal ogue.
The content of the Insurance Catalogue is subject to change by the Ministry of Labor and Social Security of China,
and new medicines may be added to the Insurance Catalogue by provincial level authorities as part of their limited
ability to change certain medicines listed in the Insurance Catalogue. X uesaitong Soft Capsules accounted for more
than 90% of our revenues for the year ended December 31, 2005 and the six months ended June 30, 2006, and if this
product is replaced by other medicines or removed from the Insurance Catalogue in the future, our total revenue will
suffer substantially.
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WeMay Need To Raise Additional Capital To Fund Our Operations And Failure To Raise Additional Capital
May Force UsTo Delay, Reduce, Or Eliminate Our Product Development Programs.

Due to the large funds required for research and development and the subsequent marketing of products, the
pharmaceutical industry isvery capital intensive. The industry is characterized by large receivable turnovers, which
could mean that we will need more working capital if our revenuesincrease. We have traditionally been committed
to research and development and it is possible that we will need to raise additional capital within the foreseeable
future. Additional capital may be needed for the development of new products or product lines, financing of general
and administrative expenses, licensing or acquisition of additional technologies, and marketing of new or existing
products. There are no assurances that we will be able to raise the appropriate amount of capital needed for our future
operations. Failure to obtain funding when needed may force usto delay, reduce, or eliminate our product
development programs.

Our ThreeLargest Customers Account For A Significant Percentage of Our Sales. We Cannot Be Certain
That These SalesWill Continue; If They Do Not, Our Revenues Will Likely Decline.

Our three largest customers accounted for approximately 16.9% and 12.9% of our sales for the year ended December
31, 2005 and the six months ended June 30, 2006, respectively. We do not have any long-term contracts with these
customers, each of whom orders only on a “purchase order” basis. There can be no assurances that any of these
customers will continue to purchase products from us. The loss of any or all of these customers or a significant
reduction in their orders would have a materially adverse effect on our revenues.

The Failure To Manage Growth Effectively Could Have An Adver se Effect On Our Business, Financial
Condition, And Results Of Operations

The rapid market growth, if any, of our pharmaceutical products may require us to expand our employee base for
managerial, operational, financial, and other purposes. As of December 31, 2005, we had 800 full time employees.
The continued future growth will impose significant added responsibilities upon the members of our management to
identify, recruit, maintain, integrate, and motivate new employees. Aside from increased difficultiesin the
management of human resources, we may also encounter working capital issues, as we need increased liquidity to
finance the purchases of raw materials and supplies, research and development of new products, acquisition of new
businesses and technol ogies, and the hiring of additional employees. For effective growth management, we will be
required to continue improving our operations, management, and financial systems and control. Our failure to
manage growth effectively may lead to operational and financial inefficiencies that will have a negative effect on our
profitability.

Our Planned Expansion Of Sales Into Overseas Markets Could Fail, Reduce Operating Results And/Or
Expose Us To Increased Risks Associated With Different Market Dynamics And Competition In Any Of The
Foreign Countries Where We Attempt To Sell Our Products.

We would face many new obstaclesin our planned expansion of product sales in overseas markets. These markets
are untested for our products and we face risks in expanding our business overseas, which include differencesin
regulatory product testing requirements, patent protection, taxation policy, legal systems and rules, marketing costs,
fluctuations in currency exchange rates and changes in political and economic conditions. We may not be as
successful as our competitors in generating revenues in international markets due to the lack of recognition of our
products or other factors. Developing product recognition overseas is expensive and time-consuming and our
international expansion efforts may be more costly and less profitable than we expect. If we are not successful in our
target markets, our sales could decline, our margins could be negatively impacted and we could |ose market share,
any of which could materially harm our business, results of operations and profitability.

We Are Dependent On Certain Key Personnel And L oss Of These Key Personnel Could Have A Material
Adverse Effect On Our Business, Financial Condition And Results Of Operations.

Our success is, to a certain extent, attributable to the management, sales and marketing, and pharmaceutical factory
operational expertise of key personnel. Gui Hua Lan, our Chief Executive Officer, Zheng Yi Wang, our Executive
Director of Exports, Feng Lan, our President, Lei Lan, our Executive Director of Sales, and Qiong Hua Gao, our
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Chief Financial Officer, perform key functions in the operation of our business. There can be no assurance that we
will be able to retain these officers after the term of their employment contracts expire. The loss of these officers
could have a material adverse effect upon our business, financial condition, and results of operations. We must
attract, recruit and retain a sizeable workforce of technically competent employees. Our ability to effectively
implement our business strategy will depend upon, among other factors, the successful recruitment and retention of
additional highly skilled and experienced management and other key personnel. We cannot assure that we will be
ableto hire or retain such employees.
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Our Business And The Success Of Our Products Could Be Harmed If We Are Unable To Maintain Our
Brand Image.

We believe that establishing and strengthening our Lixuwang brand is critical to achieving widespread acceptance of
our products and to establishing key strategic relationships. The importance of brand recognition will increase as
current and potential competitors enter the Chinese pharmaceutical market with competing products. Our ability to
promote and position our Lixuwang brand depends largely on the success of our marketing efforts and our ability to
provide high quality products and customer service. These activities are expensive and we may not generate a
corresponding increase in sales to justify these costs. If we fail to establish and maintain our brand, or if our brand
value is damaged or diluted, we may be unable to maintain or increase our sales or revenue.

We Face I ntense Competition In The Pharmaceutical Industry And Such Competition Could Cause Our Sales
Revenue And Profits To Decline.

The pharmaceutical industry both within China and globally isintensely competitive and is characterized by rapid
and significant technological progress, and our operating environment is increasingly competitive. We face intense
competitors that will attempt to create or are marketing products in the PRC that are similar to our products. Our
competitors, both domestic and international, include large pharmaceutical companies, universities, and public and
private research institutions that currently engage in or may engage in efforts related to the discovery and
development of new pharmaceuticals. Many of these entities have substantially greater research and devel opment
capabilities and financial, scientific, manufacturing, marketing and sales resources than we do, as well as more
experience in research and development, clinical trials, regulatory matters, manufacturing, marketing and sales.
There can be no assurance that our products will be either more effective in their therapeutic abilities and/or be able
to compete in price with that of our competitors. Failure to do either of these may result in decreased profits.

If Our Pharmaceutical Products Fail To Receive Regulatory Approval Or Are Severely Limited In These
Products’ Scope Of Use, We May Be Unable To Recoup Consider able Research And Development
Expenditures.

The production of our pharmaceutical products is subject to the regulatory approval of the State Food and Drug
Administration (SFDA) in China. The regulatory approval procedure for pharmaceuticals can be quite lengthy,
costly, and uncertain. Depending upon the discretion of the SFDA, the approval process may be significantly delayed
by additional clinical testing and require the expenditure of resources not currently available; in such an event, it may
be necessary for us to abandon our application. Even where approval of the product is granted, it may contain
significant limitations in the form of narrow indications, warnings, precautions, or contra-indications with respect to
conditions of use. If approval of our product is denied, abandoned, or severely limited in terms of the scope of
products use, it may result in the inability to recoup considerable research and development expenditures.

If All Or A Significant Portion Of Our CustomersWith Trade Receivables Fail To Pay All Or Part Of The
Trade Receivables Or Delay The Repayment, Our Net Income Will Decrease And Our Profitability Will Be
Adversely Affected.

We had trade receivables, net of allowance for doubtful accounts, of approximately $7,180,796 (unaudited) as of
June 30, 2006. During the year ended December 31, 2005, the debtors’ turnover period was approximately 60 days. It
isusual commercial practice that certain customers may repay their debts beyond credit periods granted or may repay
slowly when transaction volume increase. There is no assurance that our trade receivables will be fully repaid on a
timely basis. If al or asignificant portion of our customers with trade receivablesfail to pay all or part of the trade
receivables or delay the payment due to us for whatever reason, our net profit will decrease and our profitability will
be adversely affected.
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Our Success IsHighly Dependent On Continually Developing New And Advanced Products, Technologies,
And Processes And Failure To Do So May Cause Us To Lose Our Competitiveness In The Pharmaceutical
Industry And May Cause Our Profits To Decline.

To remain competitive in the pharmaceutical industry, it isimportant to continually develop new and advanced
products, technologies, and processes. There is no assurance that our competitors’ new products, technologies, and
processes will not render our existing products obsolete or non-competitive. Our competitivenessin the
pharmaceutical market therefore relies upon our ability to enhance our current products, introduce new products, and
develop and implement new technologies and processes. The research and development of new products and
technologiesis costly and time consuming, and there are no assurances that our research and devel opment of new
products will either be successful or completed within the anticipate timeframe, if ever at al. Our failure to
technologically evolve and/or develop new or enhanced products may cause us to lose our competitivenessin the
pharmaceutical industry and may cause our profits to decline.

If We Fail To Develop New Products With High Profit Margins And Our High Profit Margin Products Are
Substituted By Competitor’s Products, Our Gross And Net Profit Margins Will Be Adver sely Affected.

For the year ended December 31, 2005 and the six months ended June 30, 2006, the gross profit margin for our
products was approximately 61.9% and 63.4% (unaudited), respectively. However, there is no assurance that we will
be able to sustain such profit margins in the future. The pharmaceutical industry is very competitive, and there may
be pressure to reduce sale prices of products without a corresponding decrease in the price of raw materials. To the
extent that we fail to develop new products with high profit margins and our high profit margin products are
substituted by competitors’ products, our gross profit margins will be adversely affected.

The Commer cial Success Of Our Products Depends Upon The Degree Of Market Acceptance Among The
Medical Community And Failure To Attain Market Acceptance Among The Medical Community May Have
An Adverse Impact On Our Operations And Profitability.

The commercial success of our products depends upon the degree of market acceptance among the medical
community, such as hospitals and physicians. Even if our products are approved by the SFDA, there is no assurance
that physicians will prescribe or recommend our products to patients. Furthermore, a product’s prevalence and use at
hospitals may be contingent upon our relationship with the medical community. The acceptance of our products
among the medical community may depend upon several factors, including but not limited to, the product’s
acceptance by physicians and patients as a safe and effective treatment, cost effectiveness, potential advantages over
aternative treatments, and the prevalence and severity of side effects. Failure to attain market acceptance among the
medical community may have an adverse impact on our operations and profitability.

Our Primary Product Is Subject To Price Controls By The China Government, Which May Affect Both Our
Revenues And Net | ncome.

The laws of the PRC provide for the government to fix and adjust prices. During the year ended December 31, 2005
and the six months ended June 30, 2006, our primary product Xuesaitong Soft Capsules was subject to price controls
which affected our gross profit, gross margin and net income. It is possible that additional products may be subject to
price control, or that price controls may be increased in the future. To the extent that we are subject to price control,
our revenue, gross profit, gross margin and net income will be affected since the revenue we derive from our sales
will be limited and it may face no limitation on our costs. Further, if price controls affect both our revenue and costs,
our ability to be profitable and the extent of our profitability will be effectively subject to determination by the
applicable regulatory authoritiesin the PRC.

Our Certificates, Permits, And Licenses Related To Our Pharmaceutical Operations Are Subject To
Governmental Control And Renewal And Failure To Obtain Renewal Will Cause All Or Part Of Our
Operations To Be Terminated.

We are subject to various PRC laws and regul ations pertaining to the pharmaceutical industry. We have attained
certificates, permits, and licenses required for the operation of a pharmaceutical enterprise and the manufacturing of
pharmaceutical productsin the PRC. We obtained the Medicine Production Permit on November 4, 1996, which is
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valid until December 31, 2010. When the permit expires, we will not be able to operate medicine production which
will cause our operations to be terminated. We also obtained pharmaceutical products and health food GMP
certificates. The pharmaceutical production permit and GMP certificates are valid for aterm of five years and the
health food certifications are valid for four year terms, and each must be renewed before their expiration. During the
renewal process, we will be re-evaluated by the appropriate governmental authorities and must comply with the then
prevailing standards and regulations which may change from time to time. In the event that we are not able to renew
the certificates, permits and licenses, al or part of our operations may be terminated. Furthermore, if escalating
compliance costs associated with governmental standards and regulations restrict or prohibit any part of our
operations, it may adversely affect our operation and profitability.
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We Cannot Guarantee The Protection Of Our Intellectual Property Rights And If Infringement Or
Counterfeiting Of Our Intellectual Property Rights Occurs, Our Reputation And Business May Be Adver sely
Affected

To protect the reputation of our products, we have registered and applied for registration of our trademarksin the
PRC where we have a magjor business presence. Our products are sold under these trademarks. There is no assurance
that there will not be any infringement of our brand name or other registered trademarks or counterfeiting of our
products in the future. Should any such infringement or counterfeiting occur, our reputation and business may be
adversely affected. We may also incur significant expenses and substantial amounts of time and effort to enforce our
intellectual property rightsin the future. Such diversion of our resources may adversely affect our existing business
and future expansion plans.

We Enjoy Certain Preferential Tax Concessions And L oss Of These Preferential Tax Concessions Will Cause
Our Tax LiabilitiesTo Increase And Our Profitability To Decline.

We enjoy preferential tax concessions in the PRC as a high-tech enterprise. Pursuant to the State Council’s
Regulations on Encouraging Investment in and Devel opment, we were granted a reduction in our income tax rate and
has had an income tax rate of 15% since 2003. We are currently applying for a more favorable tax rate under which
we could pay no income taxes for the two years and half of our current rate for the three years thereafter. If the
application is not successful, the income tax rate for us will be 15%. In addition, there is no assurance that the
preferential tax treatment in the PRC will remain unchanged and effective. Our tax liabilities will increase and our
profits may accordingly decline if our reduced income tax rate is no longer applicable and/or the tax relief on
investment in PRC is no longer available.

We Do Not Carry Insurance To Cover Any Losses Due To Fire, Casualty Or Theft At Our Production Facility
Located In Kunming, China.

We have not obtained fire, casualty and theft insurance, and there is not insurance coverage of our raw materials,
goods and merchandise, furniture and equipment and production facility in China. Any losses incurred by us will
have to be borne by itself without any assistance, and it may not have sufficient capital to cover material damage to,
or the loss of, our production facility dueto fire, severe weather, flood or other cause, and such damage or loss would
have a material adverse effect on our financial condition, business and prospects.

We May Suffer AsA Result Of Product Liability Or Defective Products

We may produce products which inadvertently have an adverse pharmaceutical effect on the health of individuals
despite proper testing. Existing PRC laws and regulations do not require us to maintain third party liability insurance
to cover product liability claims. However, if aproduct liability claim is brought against us, it may, regardless of
merit or eventual outcome, result in damage to our reputation, breach of contract with our customers, decreased
demand for our products, costly litigation, product recalls, loss of revenue, and the inability to commercialize some
products.
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We Rely On The Cooperation With Research Laboratories And Universities, And If These I nstitutions Cease
To Cooperate With Us And We Cannot Find Other Suitable Substitute Research And Development Partners,
Our Ability To Develop New Products May Be Hindered And Our Business May Be Adver sely Affected

We cooperate with several research institutions including the Shijia Research Center of Beijing University. We rely
to acertain extent on these institutions for our development of new products. There is no assurance that these
institutions will continue cooperating with us to develop new products. In the event that these institutions cease to
cooperate with us and it cannot find other suitable substitute research and devel opment partners, our ability to
develop new products may be hindered and our business may be adversely affected.

RISKSRELATED TO CONDUCTING BUSINESSIN CHINA

All Of Our Assets Are Located In China And Substantially All Of Our Revenues Are Derived From Our
Operations|In China, And Changes|n The Poalitical And Economic Policies Of The PRC Government Could
Have A Significant Impact Upon The BusinessWe May Be Able To Conduct In The PRC And Our Results Of
Operations And Financial Condition.

Our business operations may be adversely affected by the current and future political environment in the PRC. The
PRC has operated as a socialist state since the mid-1900s and is controlled by the Communist Party of China. The
Chinese government exerts substantial influence and control over the manner in which we must conduct our business
activities. The PRC has only permitted provincial and local economic autonomy and private economic activities since
1988. The government of the PRC has exercised and continues to exercise substantial control over virtualy every
sector of the Chinese economy, particularly the pharmaceutical industry, through regulation and state ownership. Our
ability to operate in Chinamay be adversely affected by changesin Chinese laws and regulations, including those
relating to taxation, import and export tariffs, raw materials, environmental regulations, land use rights, property and
other matters. Under our current leadership, the government of the PRC has been pursuing economic reform policies
that encourage private economic activity and greater economic decentralization. There is no assurance, however, that
the government of the PRC will continue to pursue these policies, or that it will not significantly ater these policies
from time to time without notice.

The PRC Laws And Regulations Gover ning Our Current Business Oper ations Are Sometimes Vague And
Uncertain. Any Changes|n Such PRC Laws And Regulations May Have A Material And Adver se Effect On
Our Business.

The PRC’s legal systemisacivil law system based on written statutes, in which system decided legal cases have
little value as precedents unlike the common law system prevalent in the United States. There are substantial
uncertainties regarding the interpretation and application of PRC laws and regulations, including but not limited to
the laws and regulations governing our business, or the enforcement and performance of our arrangements with
customersin the event of the imposition of statutory liens, death, bankruptcy and criminal proceedings. The Chinese
government has been developing a comprehensive system of commercia 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. However, because these laws and regulations are
relatively new, and because of the limited volume of published cases and judicial interpretation and their lack of
force as precedents, interpretation and enforcement of these laws and regulations involve significant uncertainties.
New laws and regulations that affect existing and proposed future businesses may also be applied retroactively. We
are considered aforeign persons or foreign funded enterprises under PRC laws, and as aresult, we are required to
comply with PRC laws and regulations. We cannot predict what effect the interpretation of existing or new PRC laws
or regulations may have on our businesses. If the relevant authorities find that we are in violation of PRC laws or
regulations, they would have broad discretion in dealing with such aviolation, including, without limitation:

« levying fines;
« revoking our business and other licenses;

« requiring that we restructure our ownership or operations; and
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« requiring that we discontinue any portion or all of our business.
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The Foreign Currency Exchange Rate Between U.S. Dollars And Renminbi Could Adver sely Affect Our
Financial Condition.

To the extent that we need to convert dollars into Renminbi for our operational needs, our financial position and the
price of our common stock may be adversely affected should the Renminbi appreciate against the U.S. dollar at that
time. Conversely, if we decide to convert our Renminbi into dollars for the operational needs or paying dividends on
our common stock, the dollar equivalent of our earnings from our subsidiary in Chinawould be reduced should the
dollar appreciate against the Renminbi.

Until 1994, the Renminbi experienced a gradual but significant devaluation against most major currencies, including
dollars, and there was a significant devaluation of the Renminbi on January 1, 1994 in connection with the
replacement of the dual exchange rate system with a unified managed floating rate foreign exchange system. Since
1994, the value of the Renminbi relative to the U.S. Dollar has remained stable and has appreciated slightly against
the U.S. dollar. Countries, including the United States, have argued that the Renminbi is artificially undervalued due
to China’s current monetary policies and have pressured Chinato allow the Renminbi to float freely in world
markets. In July 2005, the PRC government changed its policy of pegging the value of the Renminbi to the dollar.
Under the new policy the Renminbi is permitted to fluctuate within a narrow and managed band against a basket of
designated foreign currencies. While the international reaction to the Renminbi revaluation has generally been
positive, there remains significant international pressure on the PRC government to adopt an even more flexible
currency policy, which could result in further and more significant appreciation of the Renminbi against the dollar.

Inflation In The PRC Could Negatively Affect Our Profitability And Growth.

While the PRC economy has experienced rapid growth, such growth has been uneven among various sectors of the
economy and in different geographical areas of the country. Rapid economic growth can lead to growth in the money
supply and rising inflation. During the past decade, the rate of inflation in China has been as high as approximately
20% and China has experienced deflation as low as approximately minus 2%. If prices for our productsrise at arate
that is insufficient to compensate for the rise in the costs of supplies such as raw materials, it may have an adverse
effect on our profitability. In order to control inflation in the past, the PRC government has imposed controls on bank
credits, limits on loans for fixed assets and restrictions on state bank lending. The implementation of such policies
may impede economic growth. In October 2004, the People’s Bank of China, the PRC’s central bank, raised interest
rates for the first time in nearly a decade and indicated in a statement that the measure was prompted by inflationary
concernsin the Chinese economy. In April 2006, the People’s Bank of Chinaraised the interest rate again. Repeated
risesin interest rates by the central bank would likely slow economic activity in Chinawhich could, in turn,
materially increase our costs and a so reduce demand for our products.

Recent PRC Regulations Relating To Acquisitions Of PRC Companies By Foreign EntitiesMay Create
Regulatory Uncertainties That Could Restrict Or Limit Our Ability To Operate, Including Our Ability To
Pay Dividends.

The PRC State Administration of Foreign Exchange, or SAFE, issued a public notice in January 2005 concerning
foreign exchange regulations on mergers and acquisitions in China. The public notice states that if an offshore
company controlled by PRC residents intends to acquire a PRC company, such acquisition will be subject to strict
examination by the relevant foreign exchange authorities. The public notice aso states that the approval of the
relevant foreign exchange authoritiesis required for any sale or transfer by the PRC residents of a PRC company’s
assets or equity interests to foreign entities for equity interests or assets of the foreign entities.

In April 2005, SAFE issued another public notice further explaining the January notice. In accordance with the April
notice, if an acquisition of a PRC company by an offshore company controlled by PRC residents has been confirmed
by a Foreign Investment Enterprise Certificate prior to the promulgation of the January notice, the PRC residents
must each submit aregistration form to the local SAFE branch with respect to their respective ownership interestsin
the offshore company, and must also file an amendment to such registration if the offshore company experiences
material events, such as changes in the share capital, share transfer, mergers and acquisitions, spin-off transaction or
use of assets in Chinato guarantee offshore obligations. The April notice also provides that failure to comply with
the registration procedures set forth therein may result in restrictions on our PRC resident shareholders and our
subsidiaries. Pending the promulgation of detailed implementation rules, the relevant government authorities are
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reluctant to commence processing any registration or application for approval required under the SAFE notices.
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Our business operations or future strategy could be adversely affected by the interpretations and implementation of
the SAFE notices. For example, we may be subject to more stringent review and approval process with respect to our
foreign exchange activities.

Failure To Comply With The United States Foreign Corrupt Practices Act Could Subject Us To Penalties And
Other Adverse Consequences.

Upon completion of the Share Exchange, we became subject to the United States Foreign Corrupt Practices Act,
which generally prohibits United States companies from engaging in bribery or other prohibited paymentsto 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 the PRC. We can make no assurance, however, that our employees or other
agents will not engage in such conduct for which we might be held responsible. If our employees or other agents are
found to have engaged in such practices, we could suffer severe penalties and other consequences that may have a
material adverse effect on our business, financial condition and results of operations.

Any Recurrence Of Severe Acute Respiratory Syndrome, Avian Flu, Or Another Widespread Public Health
Problem, In The PRC Could Adversely Affect Our Operations.

A renewed outbreak of Severe Acute Respiratory Syndrome, Avian Flu or another widespread public health problem
in China, where al of our manufacturing facilities are located and where all of our sales occur, could have a negative
effect on our operations. Such an outbreak could have an impact on our operations as aresult of:

» quarantines or closures of some of our manufacturing facilities, which would severely disrupt our operations,
« the sickness or death of our key officers and employees, and
« agenera slowdown in the Chinese economy.

Any of the foregoing events or other unforeseen consequences of public health problems could adversely affect our
operations.

A Downturn In The Economy Of The PRC May Slow Our Growth And Profitability.

The growth of the Chinese economy has been uneven across geographic regions and economic sectors. There can be
no assurance that growth of the Chinese economy will be steady or that any downturn will not have a negative effect
on our business, especially if it resultsin either a decreased use of our products or in pressure on us to lower our
prices.

We May Have Difficulty Establishing Adequate M anagement, L egal And Financial ControlsIn The PRC.

PRC companies have historically not adopted a Western style of management and financial reporting concepts and
practices, which includes strong corporate governance, internal controls and, computer, financial and other control
systems. In addition, we may have difficulty in hiring and retaining a sufficient number of qualified employeesto
work in the PRC. Asaresult of these factors, we may experience difficulty in establishing management, legal and
financial controls, collecting financial data and preparing financial statements, books of account and corporate
records and instituting business practices that meet Western standards. Therefore, we may, in turn, experience
difficulties in implementing and maintaining adequate internal controls as required under Section 404 of the
Sarbanes-Oxley Act of 2002. This may result in significant deficiencies or material weaknesses in our internal
controls which could impact the reliability of our financial statements and prevent it from complying with SEC rules
and regulations and the requirements of the Sarbanes-Oxley Act of 2002. Any such deficiencies, weaknesses or lack
of compliance could have a materially adverse effect on our business.
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You May Experience Difficulties In Effecting Service Of L egal Process, Enforcing Foreign Judgments Or
Bringing Original ActionsIn China Based Upon U.S. laws, Including The Federal SecuritiesLaws Or Other
Foreign Laws Against Us Or Our Management.

All of our current operations are conducted in China. Moreover, al of our directors and officers are nationals and
residents of China. All or substantially all of the assets of these persons are located outside the United States and in
the PRC. Asaresult, it may not be possible to effect service of process within the United States or el sewhere outside
China upon these persons. In addition, uncertainty exists as to whether the courts of China would recognize or
enforce judgments of U.S. courts obtained against us or such officers and/or directors predicated upon the civil
liability provisions of the securitieslaw of the United States or any state thereof, or be competent to hear original
actions brought in China against us or such persons predicated upon the securities laws of the United States or any
state thereof.

RISKSRELATED TO OUR CAPITAL STRUCTURE

TherelsNo Current Trading Market For Our Common Stock, And TherelsNo Assurance Of An Established
Public Trading Market, Which Would Adversely Affect The Ability Of Our Investors To Sell Their Securities
In The Public Market.

Our common stock is not currently listed or quoted for trading on any national securities exchange or national
guotation system. We intend to apply for the listing of our common stock on the American Stock Exchange. Thereis
no guarantee that the American Stock Exchange, or any other exchange or quotation system, will permit our share to
be listed and traded. If we fail to obtain alisting on the American Stock Exchange, we may seek quotation on the
OTC Bulletin Board. The NASD has enacted changes that limit quotations on the OTC Bulletin Board to securities
of issuersthat are current in their reports filed with the Securities and Exchange Commission. The effect on the OTC
Bulletin Board of these rule changes and other proposed changes cannot be determined at thistime. The OTC
Bulletin Board is an inter-dealer, over-the-counter market that provides significantly less liquidity than the NASDAQ
Global Market (the “NASDAQ Global Market”). Quotes for stocks included on the OTC Bulletin Board are not
listed in the financial sections of newspapers as are those for the NASDAQ Stock Market. Therefore, prices for
securities traded solely on the OTC Bulletin Board may be difficult to obtain and holders of common stock may be
unable to resell their securities at or near their original offering price or at any price.

SharesEligible For Future Sale May Adversely Affect The Market Price Of Our Common Stock, AsThe
Future Sale Of A Substantial Amount Of Outstanding Stock In The Public Marketplace Could Reduce The
Price Of Our Common Stock.

Pursuant to the terms of the Share Exchange, we agreed to file a registration statement with the Securities and
Exchange Commission to register atotal of 2,000,000 shares of common stock issued in an equity financing that was
conducted in connection with the Share Exchange in August 2006. The registration statement must be filed within 30
days of the closing of the Share Exchange. The investors in the Private Placement also entered into alock up
agreement pursuant to which they agreed not to sell their shares until our common stock begins to be traded on either
the New Y ork Stock Exchange, American Stock Exchange, NASDAQ Global Market, NASDAQ Capital Market or
the OTC Bulletin Board, after which their shares will automatically be released from the lock up on a monthly basis.
We also agreed to register the IR Securities in the registration statement filed in connection with the Private
Placement. In addition, we agreed to register all of the 664,000 shares of common stock held by our shareholders
immediately prior to the Share Exchange. Of these 664,000 shares, 348,600 shares would be covered by the
registration statement filed in connection with the Private Placement and 315,400 shares, which are held by affiliates
of Westpark Capital, Inc., would be included in a subsequent registration statement filed by us within ten days after
the end of the six month period that immediately follows the date on which we file the registration statement to
register the sharesissued in the Private Placement. We also agreed to register 1,042,400 shares of common stock that
were issued to FirstAlliance Financial Group, Inc. and Marvel International Limited as designees of the former
shareholder of Shenghuo China upon the closing of the Share Exchange in the subsequent registration statement that
we will file to register the shares held by the affiliates of Westpark Capital, Inc. All of the sharesincluded in an
effective registration statement as described above may be freely sold and transferred except if subject to alock up
agreement.
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Additionaly, following the Share Exchange, the former stockholder of Shenghuo Chinamay be eligible to sell all or
some of our shares of common stock by means of ordinary brokerage transactions in the open market pursuant to
Rule 144, promulgated under the Securities Act (“Rule 144”), subject to certain limitations. In general, pursuant to
Rule 144, a stockholder (or stockholders whose shares are aggregated) who has satisfied a one-year holding period
may, under certain circumstances, sell within any three-month period a number of securities which does not exceed
the greater of 1% of the then outstanding shares of common stock or the average weekly trading volume of the class
during the four calendar weeks prior to such sale. As of the closing of the Share Exchange, 1% of our issued and
outstanding shares of common stock was approximately 191,194 shares. Rule 144 also permits, under certain
circumstances, the sale of securities, without any limitations, by a non-affiliate that has satisfied a two-year holding
period. Any substantial sale of common stock pursuant to any resale prospectus or Rule 144 may have an adverse
effect on the market price of our common stock by creating an excessive supply.
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Following The Share Exchange, The Former Principal Stockholder Of Shenghuo China Has Significant
Influence Over Us.

Our largest shareholder, Lan’s Int’l Medicine Investment Co., Limited, or LIMI, beneficially owns or controls
approximately 80% of our outstanding shares as of the close of the Share Exchange. Gui Hua Lan, our Chief
Executive Officer, Feng Lan, our President, and Zheng Yi Wang, our Executive Director of Exports, are directors
and have voting and investment control over the shares owned by LIMI. In addition, Gui Hua Lan, Feng Lan and
Zheng Yi Wang owns 62.2%, 5.0% and 1.3%, respectively, of LIMI’sissued and outstanding shares. Other of our
officers and directors hold equity interestsin LIMI. LIMI has controlling influence in determining the outcome of
any corporate transaction or other matters submitted to our shareholders for approval, including mergers,
consolidations and the sale of all or substantially all of our assets, election of directors, and other significant
corporate actions. LIMI also has the power to prevent or cause a change in control. In addition, without the consent
of LIMI, we could be prevented from entering into transactions that could be beneficial to it. The interests of LIMI
may differ from the interests of our other shareholders.

TheInterests Of The Existing Minority Shareholder I1n Shenghuo China May Diverge From Our Own
Interests And ThisMay Adversely Affect Our Ability To Manage Shenghuo China.

Shenghuo China, our principal operating subsidiary, is an equity joint venture in which we directly own a 93.75%
interest and SDIC Venture Capital Investment, Co., Ltd., or SDIC, a state-owned investment company, owns the
remaining 6.25% interest. SDIC’s interest may not be aligned with our interest at all times. If our interests diverge,
SDIC may exercise our right under PRC laws to protect its own interest, which may be adverse to us and our
investors. For example, under China’s joint venture regulations, unanimous approva of members of ajoint venture’s
(such as Shenghuo China) board of directors who are present at a board meeting is required for any amendment to the
joint venture’s articles of association, the termination or dissolution of the joint venture company, an increase or
decrease in the registered capital of the joint venture company or amerger or de-merger of the joint venture.
Accordingly, SDIC has the ability to block any action that requires unanimous board approval. Further, should we
wish to transfer our equity interest in Shenghuo China, in whole or in part, to athird-party, SDIC has aright of first
refusal under China’s joint venture regulations.

In addition to our statutory rights as a minority shareholder, SDIC has additional rights under the joint venture
contract and under the articles of association of Shenghuo China. The joint venture contract and articles of
association require the consent of each of Shenghuo China’s shareholders and/or unanimous board approval on
matters such as amajor change in the business line of the company and expansion or amendment of the business
scope of the company.

SDIC has thus far been cooperative with usin handling matters with respect to the business of Shenghuo China.
There is no assurance, however, that SDIC will continue to act in a cooperative manner in the future.

The Ability Of Our Chinese Operating Subsidiaries To Pay Dividends May Be Restricted Due To Our
Corporate Structure.

Substantially all of our operations are conducted in China and substantially all of our revenues are generated in
China. As an equity joint venture, Shenghuo Chinais required to establish reserve funds and staff and workers’
bonus and welfare funds, each of which is appropriated from net profit after taxation but before dividend
distributions in accordance with Chinese law. Shenghuo Chinais required to allocate at least 10% of our net profits
to the reserve fund until the balance of this fund has reached 50% of Shenghuo China’s registered capital.
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In addition, the profit available for distribution from our Chinese subsidiaries is determined in accordance with
generally accepted accounting principlesin China. This calculation may differ from the one performed under
generally accepted accounting principlesin the United States, or GAAP. As aresult, we may not receive sufficient
distributions from our Chinese subsidiaries to enable us to make dividend distributions to our stockholdersin the
future and limitations on distributions of the profits of Shenghuo China could negatively affect our financial
condition and assets, even if our GAAP financial statements indicate that our operations have been profitable.

We May Not Be Able To Achieve The Benefits We Expected To Result From The Share Exchange.

On June 30, 2006, we entered into the Exchange Agreement, as amended on August 11 and 28, 2006, with the
93.75% shareholder of Shenghuo China pursuant to which we agreed to acquire 93.75% of the equity interest of
Shenghuo Chinain exchange for shares of our common stock. On August 31, 2006, the Share Exchange closed,
Shenghuo China became our 93.75%-owned subsidiary and our sole business operations became that of Shenghuo
China. Also, the management and directors of Shenghuo China became the management and directors of us and we
changed our corporate name to China Shenghuo Pharmaceutical Holdings, Inc.

The Share Exchange was effected for various reasons, including:
« access to the capital markets of the United States,

« theincreased market liquidity expected to result from exchanging stock in a private company for
securities of a public company that may eventually be traded;

« the ability to use registered securities to make acquisition of assets or businesses,

« increased visibility in the financial community;

« enhanced access to the capital markets;

« improved transparency of operations; and

« perceived credibility and enhanced corporate image of being a publicly traded company.

There can be no assurance that any of the anticipated benefits of the Share Exchange will be realized in respect to
our new business operations. In addition, the attention and effort devoted to achieving the benefits of the Share
Exchange and attending to the obligations of being a public company, such as reporting requirements and securities
regulations, could significantly divert management’s attention from other important issues, which could materially
and adversely affect our operating results or stock price in the future.

If We Fail To Maintain Effective Internal Controls Over Financial Reporting, The Price Of Our Common
Stock May Be Adver sely Affected.

Our internal control over financial reporting may have weaknesses and conditions that need to be addressed, the
disclosure of which may have an adverse impact on the price of our common stock. We are required to establish and
maintain appropriate internal controls over financia reporting. Failure to establish those controls, or any failure of
those controls once established, could adversely impact our public disclosures regarding our business, financial
condition or results of operations. In addition, management’s assessment of internal controls over financial reporting
may identify weaknesses and conditions that need to be addressed in our internal controls over financial reporting or
other matters that may raise concerns for investors. Any actual or perceived weaknesses and conditions that need to
be addressed in our internal control over financial reporting, disclosure of management’s assessment of our internal
controls over financial reporting or disclosure of our public accounting firm’s attestation to or report on
management’s assessment of our internal controls over financial reporting may have an adverse impact on the price
of our common stock.
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Compliance With Changing Regulation Of Cor porate Gover nance And Public Disclosure Will Result In
Additional Expenses.

Changing laws, regulations and standards relating to corporate governance and public disclosure, including the
Sarbanes-Oxley Act of 2002 and related SEC regulations, have created uncertainty for public companies and
significantly increased the costs and risks associated with accessing the public markets and public reporting. Our
management team will need to invest significant management time and financial resources to comply with both
existing and evolving standards for public companies, which will lead to increased general and administrative
expenses and a diversion of management time and attention from revenue generating activities to compliance
activities.

Standards For Compliance With Section 404 Of The Sarbanes-Oxley Act Of 2002 Are Uncertain, And If We
Fail To Comply In A Timely Manner, Our Business Could Be Harmed And Our Stock Price Could Decline.

Rules adopted by the SEC pursuant to Section 404 of the Sarbanes-Oxley Act of 2002 require annual assessment of
our internal control over financia reporting, and attestation of this assessment by our company’s independent
registered public accountants. The SEC extended the compliance dates for non-accelerated filers, as defined by the
SEC. Accordingly, we believe that the annual assessment of our internal controls requirement will first apply to our
annual report for the 2007 fiscal year and the attestation requirement of management’s assessment by our company’s
independent registered public accountants will first apply to our annual report for the 2008 fiscal year. The standards
that must be met for management to assess the internal control over financial reporting as effective are new and
complex, and require significant documentation, testing and possible remediation to meet the detailed standards. We
may encounter problems or delays in completing activities necessary to make an assessment of our internal control
over financia reporting. In addition, the attestation process by our independent registered public accountants is new
and it may encounter problems or delays in completing the implementation of any requested improvements and
receiving an attestation of our assessment by our independent registered public accountants. If we cannot assess our
internal control over financial reporting as effective, or our independent registered public accountants are unable to
provide an unqualified attestation report on such assessment, investor confidence and share value may be negatively
impacted.

Our Common Stock May Be Considered A “Penny Stock,” And Thereby Be Subject To Additional Sale And
Trading Regulations That May Make It More Difficult To Sell.

Our common stock, which is not currently listed or quoted for trading, may be considered to be a “penny stock” if it
does not qualify for one of the exemptions from the definition of “penny stock™ under Section 3a51-1 of the
Securities Exchange Act for 1934, as amended (the “Exchange Act”) once, and if, it starts trading. Our common
stock may be a “penny stock” if it meets one or more of the following conditions (i) the stock trades at a price less
than $5.00 per share; (ii) it isNOT traded on a“recognized” national exchange; (iii) it isNOT quoted on the Nasdaq
Capital Market, or even if so, has a price less than $5.00 per share; or (iv) isissued by acompany that has been in
business less than three years with net tangible assets less than $5 million.

The principal result or effect of being designated a “penny stock” is that securities broker-deal ers participating in
sales of our common stock will be subject to the “penny stock” regulations set forth in Rules 15-2 through 15g-9
promulgated under the Exchange Act. For example, Rule 15g-2 requires broker-dealers dealing in penny stocks to
provide potential investors with a document disclosing the risks of penny stocks and to obtain a manually signed and
dated written receipt of the document at least two business days before effecting any transaction in a penny stock for
the investor’s account. Moreover, Rule 15g-9 requires broker-dealers in penny stocks to approve the account of any
investor for transactions in such stocks before selling any penny stock to that investor. This procedure requires the
broker-dealer to (i) obtain from the investor information concerning his or her financial situation, investment
experience and investment objectives; (ii) reasonably determine, based on that information, that transactions in penny
stocks are suitable for the investor and that the investor has sufficient knowledge and experience as to be reasonably
capable of evaluating the risks of penny stock transactions; (iii) provide the investor with awritten statement setting
forth the basis on which the broker-dealer made the determination in (ii) above; and (iv) receive a signed and dated
copy of such statement from the investor, confirming that it accurately reflects the investor’s financial situation,
investment experience and investment objectives. Compliance with these requirements may make it more difficult
and time consuming for holders of our common stock to resell their shares to third parties or to otherwise dispose of
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them in the market or otherwise.
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We do Not Foresee Paying Cash Dividends In The Foreseeable Future.

We currently intend to retain any future earnings for funding growth. We do not anticipate paying any dividendsin
the foreseeable future. As aresult, you should not rely on an investment in our securitiesif you require dividend
income. Capital appreciation, if any, of our shares may be your sole source of gain for the foreseeable future.
Moreover, you may not be able to resell your sharesin our company at or above the price you paid for them.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information contained in this prospectus, including in the documents incorporated by reference into this
prospectus, includes some statement that are not purely historical and that are “forward-looking statements”. Such
forward-looking statements include, but are not limited to, statements regarding our company’s and our
management’s expectations, hopes, beliefs, intentions or strategies regarding the future, including our financia
condition, results of operations, and the expected impact of the Share Exchange. In addition, any statements that refer
to projections, forecasts or other characterizations of future events or circumstances, including any underlying
assumptions, are forward-looking statements. The words “anticipates,” “believes,” “continue,” “could,” “estimates,”
“expects,” “intends,” “may,” “might,” “plans,” “possible,” “potential,” “predicts,” “projects,” “seeks,” “should,”
“will,” “would” and similar expressions, or the negatives of such terms, may identify forward-looking statements, but
the absence of these words does not mean that a statement is not forward-looki ng.

The forward-looking statements contained in this prospectus are based on current expectations and beliefs concerning
future developments and the potential effects on the parties and the transaction. There can be no assurance that future
developments actually affecting us will be those anticipated. These forward-looking statements involve a number of
risks, uncertainties (some of which are beyond the parties’ control) or other assumptions that may cause actual results
or performance to be materialy different from those expressed or implied by these forward-looking statements,
including the following:

our reliance on one product for over 90% of our revenues,

our reliance on one supplier for Sanchi, a scarce plant that is the primary ingredient in amost all of
our products,

our ability to develop and market new products;

our ability to establish and maintain a strong brand;

continued maintenance of certificates, permits and licenses required to conduct business in Ching;
protection of our intellectual property rights;

market acceptance of our products;

changes in the laws of the PRC that affect our operations;

any recurrence of severe acute respiratory syndrome or avian flu;

our ability to obtain all necessary government certifications and/or licenses to conduct our
business;

development of a public trading market for our securities,

cost of complying with current and future governmental regulations and the impact of any changes
in the regulations on our operations; and
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« other factors referenced in this prospectus, including, without limitation, under the sections entitled
“Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” and “Business.”
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Therisks included above are not exhaustive. Other sections of this prospectus may include additional factors that
could adversely impact our business and operating results. Moreover, we operate in avery competitive and rapidly
changing environment. New risk factors emerge from time to time and we cannot predict all such risk factors, nor
can we assess the impact of all such risk factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward looking statements.

Y ou should not rely upon forward-looking statements as predictions of future events. We cannot assure you that the
events and circumstances reflected in the forward-looking statements will be achieved or occur. Although we believe
that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results,
levels of activity, performance or achievements. Moreover, neither we nor any other person assume responsibility for
the accuracy and completeness of the forward-looking statements. Except as required by law, we undertake no
obligation to update publicly any forward-looking statements for any reason after the date of this prospectusto
conform these statements to actual results or to changes in our expectations.

Y ou should read this prospectus, and the documents that we reference in this prospectus and have filed as exhibits to
this prospectus with the Securities and Exchange Commission, completely and with the understanding that our actua
future results, levels of activity, performance and achievements may materially differ from what we expect. We
qualify all of our forward-looking statements by these cautionary statements.
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USE OF PROCEEDS

We estimate that the net proceeds from the sale of the | shares of common stock in the offering will be
approximately $[ ] million, assuming an initial public offering price of | per share and after deducting the
underwriting discounts and commissions and estimated offering expenses. If the underwriters' over-allotment option
isexercised in full, we estimate that our net proceeds will be approximately $[ ] million.

The principal purposes of this offering are to increase our working capital, to create a public market for our common
stock, to facilitate our future access to the public capital markets. The net proceeds will be used for general corporate
purposes. We cannot specify with certainty the particular uses for the net proceeds. The amounts and timing of our
actual expenditures will depend on numerous factors, including the status of our development efforts, sales and
marketing activities, the amount of cash generated or used by our operations and competition. We may find it
necessary or advisable to use portions of the proceeds for other purposes, and we will have broad discretion in the
application of the net proceeds. We have no current intentions to acquire any other businesses. Pending these uses,
the proceeds will be invested in short-term, investment grade, interest-bearing securities.

DIVIDEND POLICY

We have not declared or paid any cash dividends on our common stock, and we currently intend to retain future
earnings, if any, to finance the expansion of our business, and we do not expect to pay any cash dividendsin the
foreseeabl e future. The decision whether to pay cash dividends on our common stock will be made by our board of
directors, in their discretion, and will depend on our financial condition, operating results, capital requirements and
other factorsthat the board of directors considers significant. We currently intend to retain our earnings for funding
growth and, therefore, do not expect to pay any dividends in the foreseeable future.
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CAPITALIZATION

The following table summarizes our capitalization as of June 30, 2006, on an actual basis and as adjusted basis to
reflect our receipt of estimated net proceeds from the sale of our shares of common stock, represented by shares of
common stock, in this offering, at an assumed public offering price of $[ | per share and after deducting
estimated underwriting discounts and commissions and estimated offering expenses.

Y ou should read this table in conjunction with “Use of Proceeds,” “Summary Financial Information,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated
financial statements and related notes included elsewhere in this prospectus.

June 30, 2006

(unaudited)
Actual Asadjusted
(in thousands except share
data)
Long term debt $ 1256 $
Stockholders’ equity:
Preferred stock, $0.0001 par value, 10,000,000 shares authorized, O shares
outstanding at June 30, 2006 (unaudited) — —
Common stock, $0.0001 par value, 100,000,000 shares authorized,
16,256,000 shares outstanding at June 30, 2006 (unaudited), and
[ | sharesissued and outstanding on an as-adjusted basis at June
30, 2006(1) 2
Additional paid-in-capital 2,659
Retained earnings 1,315
Other comprehensive income, foreign currency translation 74
Total stockholders’ equity 4,050
Total capitalization $ 22848 $
(1) The number of our shares of common stock shown above to be outstanding after this offering is based on

16,256,000 shares outstanding as of June 30, 2006. This information excludes 100,000 shares of common
stock issuable upon the exercise of warrants at an exercise price of $2.50 per share. The warrants were
Issued on August 31, 2006.
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MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

There has never been a public trading market for our common stock and our shares of common stock are not
currently listed or quoted for trading on any national securities exchange or national quotation system. We intend to
apply for the listing of our common stock on the American Stock Exchange. We propose to obtain the trading symbol
“I |”. As of September 29, 2006, we had 49 registered shareholders.

DILUTION

If you invest in our shares of common stock, your interest will be diluted immediately to the extent of the difference
between the public offering price per share you will pay in this offering and the net tangible book value per share of
common stock immediately after this offering.

Investors participating in this offering will incur immediate, substantial dilution. Our net tangible book value as of
June 30, 2006, was $[___] million, or $[___] per share. Assuming the sale by us of [ | shares of common stock
offered in this offering at an assumed public offering price of $[ | per share, and after deducting the
underwriting discount and commissions and estimated offering expenses, our as adjusted net tangible book value as
of June 30, 2006, would have been $§[ ] million, or $[ | per share. This represents an immediate increase in net
tangible book value of $[ | per share to our existing shareholders and an immediate dilution of $[ | per
share to the new investors purchasing shares of common stock in this offering.

The following table illustrates this per share dilution:

Assumed public offering price per share $
Net tangible book value per share before the offering $
Increase per share attributable to new public investors

Net tangible book value per share after this offering

Dilution per share to new public investors $

The following table sets forth, on an as adjusted basis as of June 30, 2006, the difference between the number of
shares of common stock purchased from China Shenghuo Pharmaceutical Holdings, Inc., the total cash consideration
paid, and the average price per share paid by our existing shareholders and by new public investors before deducting
estimated underwriting discounts and commissions and estimated offering expenses payable by us, using an assumed
public offering price of $[___ ] per share of common stock:

Total Consideration

Shar es Purchased(1) (in thousands)
Average
Price Per
Number Per cent Amount Per cent Share
Existing shareholders $ %%
New investors $ %$
Total 100% 100%
22
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If the underwriters’ over-allotment option is exercised in full, the number of shares held by existing shareholders
will bereduced to | |% of the total number of sharesto be outstanding after this offering; and the number of
shares held by the new investors will be increased to | | sharesor | | % of the total number of shares of
common stock outstanding after this offering.

The discussion and tables above is based on 16,256,000 shares of common stock issued and outstanding as of June
30, 2006. This information excludes 100,000 shares of common stock issuable upon the exercise of warrants at an
exercise price of $2.50 per share. The warrants were issued on August 31, 2006. To the extent that these warrants are
exercised, there will be further dilution to new investors. In addition, we may choose to raise additional capital dueto
market conditions or strategic considerations even if we believe we have sufficient funds for our current or future
operating plans. To the extent that additional capital is raised through the sale of equity or convertible debt securities,
the issuance of these securities could result in further dilution to our shareholders.

PRO FORMA FINANCIAL INFORMATION

The acquisition of Shenghuo China by us pursuant to the Share Exchange Transaction was accounted for asa
recapitalization by us. The recapitalization was, at the time of the Share Exchange, the merger of a private operating
company (Shenghuo China) into a non-operating public shell corporation (us) with nominal net assets and assuch is
treated as a capital transaction, rather than a business combination. As aresult no goodwill isrecorded. The
transaction is the equivalent to the issuance of stock by the private company for the net monetary assets of the shell
corporation. The pre-acquisition financial statements of Shenghuo China are treated as the historical financial
statements of the consolidated companies. The financial statements presented reflect the change in capitalization for
all periods presented, therefore the capital structure of the consolidated enterprise, being the capital structure of the
legal parent, is different from that appearing in the financial statements of Shenghuo Chinain earlier periods due to
the recapitalization.
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MANAGEMENT’S DISCUSSION AND ANALY SIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward-L ooking Statements

The following discussion of our financial condition and results of operations should be read in conjunction with our
financial statements and the related notes, and the other financial information included in this prospectus.

Thisfiling contains forward-looking statements. The words “anticipated,” “believe,” “expect, “plan,” “intend,”
“seek,” “estimate,” “project,” “could,” “may,” and similar expressions are intended to identify forward-looking
statements. These statements include, among others, information regarding future operations, future capital
expenditures, and future net cash flow. Such statements reflect our management’s current views with respect to
future events and financial performance and involve risks and uncertainties, including, without limitation, general
economic and business conditions, changesin foreign, political, social, and economic conditions, regulatory
initiatives and compliance with governmental regulations, the ability to achieve further market penetration and
additional customers, and various other matters, many of which are beyond our control. Should one or more of these
risks or uncertainties occur, or should underlying assumptions prove to be incorrect, actua results may vary
materially and adversely from those anticipated, believed, estimated or otherwise indicated. Consequently, all of the
forward-looking statements made in this prospectus are qualified by these cautionary statements and there can be no
assurance of the actual results or developments.

Overview

We are primarily engaged in the research, devel opment, manufacture, and marketing of pharmaceutical, nutritional
supplement and cosmetic products. Almost all of our products are derived from the medicinal herb Panax
notoginseng, also known as Sangji, Sanchi or Tienchi. Panax notoginseng is a greyish-brown or greyish-yellow plant
that only grows in afew geographic locations on Earth, one of which is 'Y unnan Province in southwest China, where
we are located. The main root of Panax notoginseng are cylindrical shaped and are most commonly oneto six
centimeters long and one to four centimeters in diameter. Panax notoginseng saponins (PNS), the active ingredients
in Panax notoginseng, are extracted from the plant using high-tech equipment and in accord with Good
Manufacturing Practice (GMP) standards. Our main product, Xuesaitong Soft Capsules, accounted for more than
90% of our sales for each of the year ended December 31, 2005 and the six months ended June 30, 2006.

Our marketing team maintains sales offices or agents in approximately 20 provinces throughout China. The sales
network covers approximately 186 cities and is staffed by approximately 400 sales representatives. X uesaitong Soft
Capsules, which are subject to wholesale and retail price controls by the Chinese government, is primarily sold in
China, but the product is also sold in various devel oping countries, including Malaysia, Indonesia and Kyrgyzstan.
Sales of the product in China are regulated by the SFDA as a prescription drug and therefore must be sold to
consumers through hospital pharmacies and cannot be advertised, thus limiting the ability of the company to market
the brand. Approximately 15% of sales of Xuesaitong Soft Capsulesis sold by Shenghuo to hospitals directly while
approximately 85% of sales are made to distributors. Our three largest customers are Y unnan Province
Pharmaceutical, Ltd., Xinjiang Province New & Special National Pharmaceutical Co., Ltd. and Donguan City
Medicinal Company, al of which accounted for 21.7% and 24.5% of our sales for the year ended December 31, 2005
and the six months ended June 30, 2006, respectively.

Company History

We were incorporated in the State of Delaware on May 24, 2005. We were originally organized as a “blank check”
shell company to investigate and acquire atarget company or business seeking the perceived advantages of being a
publicly held corporation. Our principal business operations from inception to August 31, 2006, to closing of the
Share Exchange, was to achieve long-term growth potential through a combination with a business rather than
immediate, short-term earnings. On June 30, 2006, we entered into a Share Exchange Agreement (the “Exchange
Agreement”) with Shenghuo Chinaand Lan’s Int’l Medicine Investment Co., Limited, a Hong Kong corporation and
shareholder holding 93.75% of the equity interest of Shenghuo China (“LIMI”’). On August 11 and 28, 2006, the
parties entered into Amendment No. 1 and 2 to the Exchange Agreement, respectively. Pursuant to the Exchange
Agreement, as amended, we agreed to issue an aggregate of 16,255,400 shares of our common stock to LIMI and its
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designees in exchange for 93.75% of the equity interest of Shenghuo China (the “Share Exchange”). The Share
Exchange closed on August 31, 2006. Upon the closing of the Share Exchange, we (i) became the 93.75% parent of
Shenghuo China, (ii) assumed the operations of Shenghuo China and its subsidiaries and (iii) changed our name from
SRKP 8, Inc. to China Shenghuo Pharmaceutical Holdings, Inc.
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Shenghuo Chinawas formed in 1995 as alimited company under the laws of the People’s Republic of China
(“PRC”) with aninitial capitalization of approximately $602,000, with Kunming Nanguo Biology Source
Development Institute (“Nanguo”) owning approximately 55% of its outstanding equity interests and Guangdong
Maoming Huazhou Company (“Guangdong”) owning approximately 45% of its equity interests. In November 1999,
Guangdong transferred all of its equity interests to Nanguo, which, as aresult, became Shenghuo China’s 100%
parent. Also in November 1999, Nanguo entered into an agreement with the Pharmaceutical Institute of Kunming
Medical College (the “College”) to purchase the rights to the technology for the preparation of Sanchi, including the
technology of extracting and separating the Sanchi from Panax notoginseng, analysis data, the conditions and
methods of synthesize, manufacture and the quality-control. Terms of the agreement required an initial payment of
approximately $217,000 and afina payment of approximately $3.9 million upon receiving governmental approval
and protection for the devel oped techniques. In March 2000, Nanguo made an additional net investment of
approximately $1.3 million and a new investor, Y unnan Y unwei (Group) Co., LTD (“Yunwei”’) made a capital
investment of approximately $3.7 million into Shenghuo China, and in May 2002, a new investor, Guotou Venture
Capital Co., LTD (“Guotou”), made an investment of approximately $483,000. In August 2004, Nanguo sold the
rightsto the technol ogy to Shenghuo China for approximately $3.5 million, and in January 2005, Nanguo purchased
all of the equity interests held by Y unwei for approximately the same amount, resulting in Nanguo becoming
Shenghuo China’s 93.75% parent, and Guotou percentage holding in Shenghuo China became 6.25% of Shenghuo
China’s outstanding equity interests. In 2006, Nanguo transferred its 93.75% interest to Lan’s Int’l Medicine
Investment Co., Ltd., acompany formed under the laws of Hong Kong (“LIM1”), and Shenghuo Chinawas
restructured into Chinese Foreign Equity Joint Venture under the laws of the PRC. On August 31, 2006, pursuant to
the terms of the Share Exchange Agreement, we issued an aggregate of 16,255,400 shares of our common stock to
LIMI and its designees in exchange for 93.75% of the equity interest of Shenghuo China.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations are based upon our consolidated
financial statements, which have been prepared in accordance with generally accepted accounting principlesin the
United States. We believe the following are the critical accounting policies that impact the financial statements, some
of which are based on management’s best estimates available at the time of preparation. Actual experience may differ
from these estimates.

Foreign Currency Trandation - Our consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America. The functional currency of our operating
subsidiaries in the PRC is the Chinese Y uan Renminbi (“CNY”’); however, our consolidated financial statements
have been expressed in United States Dollars (“USD”). The consolidated balance sheets have been translated into
USD at the exchange rates prevailing at each balance sheet date. The consolidated statements of operations have been
translated using the weighted average exchange rates prevailing during the operating periods of each statement.

Principles of Consolidation - Our consolidated financial statements present the operations of our company and
majority owned subsidiaries. All significant intercompany accounts and transactions have been eliminated in
consolidation.

Accounting Estimates - The preparation of our financial statements in conformity with accounting principles
generally accepted in the United States of Americarequires our management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosures of contingent assets and liabilities at the date
of the financial statements, and the reported amounts of revenues and expenses during the reporting periods. Actual
results could differ from those estimates.

Fair Values of Financial | nstruments - The carrying amounts reported in our consolidated balance sheets for
accounts receivables, other receivables, advances to suppliers, accounts payable, accrued liabilities and advances
from customers approximate fair value because of the immediate or short-term maturity of these financial
instruments. The fair value of amounts due from related parties and amounts due to related parties were determined
based upon the estimated discounted value of the future cash flows expected to be received from or paid on the
financial instruments. The discount rates used were estimated based upon the risks associated with the financial
instruments and based upon our estimated current incremental rate of borrowing. As aresult, amounts due from
related parties have afair value at June 30, 2006, December 31, 2005 and December 31, 2004 of $47,355, $168,846,
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and $43,254, respectively.
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Cash and Cash Equivalents - Our cash and cash equivalents are maintained in bank deposit accounts. We have not
experienced any losses with respect to these deposits. Cash and cash equivalents include interest bearing and non-
interest bearing bank deposits, money market accounts, and short-term certificates of deposit with original maturities
of three months or less. We did not enter into any hedge contracts during any of the periods presented.

Accounts and Other Receivables and Allowance for Doubtful Accounts - Trade receivables and other receivables
are carried at original invoiced amounts less an allowance for doubtful accounts. An allowance for uncollectible
accounts receivable is established by charges to operations for amounts required to maintain an adequate allowance,
in management’s judgment, to cover anticipated losses from customer accounts and sales returns. Such accounts are
charged to the alowance when collection appears doubtful. Any subsequent recoveries are credited to the allowance
account. Customers that have outstanding balances for longer than three months have their credit curtailed. Other
receivables consist of business advances to employees for travel and related expenses and various prepaid expenses.
We believe that the allowance for doubtful accountsis consistent with industry standards in the PRC based on the
products that are being sold.

I nventory - Inventories are stated at weighted average cost. When market value of the inventory productsis lower
than the weighted average cost, inventory is reduced to its net realizable value.

Property and Equipment - Property and equipment are stated at cost. Maintenance and repairs are charged to
expense as incurred and major improvements are capitalized. Gains or losses on sales or retirements are included in
the statements of operations in the period of disposition, determined by reference to their carrying amounts. We
review our property and equipment periodically for changes in circumstances that would indicate its recoverable
carrying value is less than its net book value. If such circumstances occur, impairment is charged to such items.

I ntangible Assets - Acquisition costs of techniques, formulas, and land use rights are capitalized at their acquisition
cost and amortized using the straight-line method over their estimated useful lives. For those intangible assets with
legal protection over a specific period, their useful life is the protected period. Assets that do not have legal
protection periods are amortized over 10 years. Research and devel opment costs are expensed during the period
incurred. We do not capitalize internally generated intangible assets.

Impairment of Long Lived Asset - We review our long lived assets, including intangibles, for impairment when
events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. We evaluate,
at each balance sheet date, whether events and circumstances have occurred that indicate possible impairment. We
use an estimate of future undiscounted net cash flows from the related asset or group of assets over their remaining
life in measuring whether the assets are recoverable. As of December 31, 2005, we did not consider any of our long
lived assets to be impaired.

Other Payables and Accrued Expenses - Other payables and accrued expenses consists of accrued payroll expense,
accrued welfare expense and other various items.

Advances to Suppliers and Advances from Customers - We will often make advanced payments to suppliersfor
materials, or receive advance payments from customers. Advances to suppliers were $92,708, $84,434 and $89,292
as of June 30, 2006, December 31, 2005 and 2004, respectively. The advance payments to suppliers may include
provisions that set the purchase price and delivery date of raw materials. Advances from customers were $288,094,
$246,382 and $3,189,364 as of June 30, 2006, December 31, 2005 and 2004, respectively.

Revenue Recognition - We recognize revenue when it isrealized and earned. We consider revenue realized or
realizable and earned when (1) it has persuasive evidence of an arrangement, (2) delivery has occurred, (3) the sales
priceisfixed or determinable, and (4) collectability is reasonably assured. Delivery does not occur until products
have been shipped to the client, risk of loss has transferred to the client and client acceptance has been obtained,
client acceptance provisions have lapsed, or we have objective evidence that the criteria specified in client
acceptance provisions have been satisfied. The sales price is not considered to be fixed or determinable until all
contingencies related to the sale have been resolved.
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Cost of Revenues - The cost of revenues are the direct expenses incurred in producing the pharmaceuticals and
cosmetics, which include materials, wages, handling charges, and a portion of overhead expenses associated with the
manufacture and delivery of products.

Shipping and Handling Costs - Shipping and handling billed to customersis recorded as revenue. Shipping and
handling costs are included in cost of revenues.

Research and Development - We charge research and development costs to operations in the period incurred.

Advertising - Advertising expense was $27,490 and $33,715 for the six months ended June 30, 2006 and 2005,
respectively and $99,272 and $64,842 for the years ended December 31, 2005 and 2004, respectively.

Basic and Diluted Earnings (Loss) per Share - Basic and diluted earnings (loss) per share are calculated by dividing
net loss attributable to common stockholders by the weighted-average number of shares of common stock
outstanding during the year. Diluted earnings per share is calculated to give effect to potentially issuable dilutive
common shares. There are no potentially issuable shares that would affect diluted earnings (loss) per share for any of
the periods presented.

Retirement Benefit Plans - We make monthly contributions to various employee retirement benefit plans organized
by provincial governments in the PRC in accordance with rates prescribed by them. The provincial governments
undertake to assume the retirement benefit obligations of all existing and future retired employees of our company.
Contributions to these plans are charged to expense as incurred.

Comprehensive | ncome - Other comprehensive income presented in the consolidated financial statements consists of
cumulative foreign currency tranglation adjustments.

Credit Risk - The carrying amounts of accounts receivable included in the balance sheets represent our major
exposure to credit risk in relation to its financial assets. No other financial assets carry a significant exposure to credit
risk. We perform ongoing credit evaluations of each customer’s financial condition. We maintain allowances for
doubtful accounts and such allowances in the aggregate have not exceeded management’s estimations.
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Results of Operations

The following table sets forth our statements of operations for the six months ended June 30, 2006 and 2005
(unaudited) and the years ended December 31, 2005 and 2004 in U.S. dollars:

Sale of products
Cost of products sold
Gross profit

Operating expenses:

Selling expense

General and administrative expense
Research and devel opment expense
Total operating expenses

Income (loss) from oper ations

Other income (expense):

Interest income

Income from research and development activities
Non-operating income

Interest expense

Non-operating expenses

Net other income (expense)

Income (loss) beforeincome taxes

(Provision for) benefit from income taxes
Minority interest in (income) loss of subsidiaries
Net income (l0ss)

Net income (loss)
Foreign currency trandlation adjustment

Comprehensive income (loss)

Basic and diluted earnings (loss) per share

For the Six Months Ended For the Years Ended
June 30, December 31,

2006 2005 2005 2004

(Unaudited) (Unaudited)
(In thousands, except per share data)

$ 8,654 $ 3658 $ 11,067 $ 7,598
3,164 1,447 4,218 2739

5,491 2211 6,848 4,858

1,715 1,882 3,159 3,002

1,032 522 869 1,258

45 87 132 171

2792 2491 4,159 4,521

2,698 (279) 2,689 337

2 11 13 10

— — — 483

71 18 27 34

(370) (178) (523) (455)

(5 (17) (21) (24)

(302) (166) (503) 48

2396 (446) 2,186 385

(438) 124 (445) (186)

(108) 58 (52) (61)

$ 1,850 $ (263) $ 1,680 $ 138
$ 1,850 $ (263) $ 1,689 $ 138
29 _ 47 3

$ 1,879 $ (263) $ 1,736 $ 142
$ 011 $ 0.02) $ 010 $ 0.01
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Weighted-aver age shar es outstanding 16,256 16,256 16,256 22,325

Six Months Ended June 30, 2006 and 2005

Sales of products for the six months ended June 30, 2006 was approximately $8.7 million, an increase of
approximately $5.0 million, or 136.6%, from $3.7 million for the comparable period of 2005. The increase was due
to increased sales of our primary product, Xuesaitong Soft Capsules, which was added to China’s National Medical
Insurance List in 2005. In addition, we had increased collections of past due account receivables in the beginning of
2006 and gradually improved the inventory turnover.

Costs of products sold for the six months ended June 30, 2006 was approximately $3.2 million, an increase of
approximately $1.7 million, or 118.7%, from $1.4 million for the six months ended June 30, 2005. The increase was
primarily related to an increase in our sales of products. Gross margin for the six months ended June 30, 2006 was
63.5% as compared with 60.4 % for the six months ended June 30, 2005. The dight increase in gross margin was due
to lower raw materials prices resulting from higher purchase volumes required to support increased product sales.
Margins may decrease on a going forward basis.

Selling expenses was approximately $1.7 million for the six months ended June 30, 2006, a decrease of $167,000, or
8.9%, from $1.9 million for the six months ended June 30, 2005. General and administrative expenses was $1.0
million for the six months ended June 30, 2006, an increase of $510,000 or 97.7%, from $522,000 for the six months
ended June 30, 2005. The increase was primarily due to our recent focus on business expansion, in addition to
increased costs related to overhead, vehicle fees, consulting fees and the depreciation of fixed assets.
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Net other income (expense), which includes net interest income, income from research and devel opment activities,
non-operating income, interest expenses and non-operating expenses, were $(302,000) in the six months ended June
30, 2006 and $(166,000) in the six months ended June 30, 2005. The change was primarily due to increased interest
expenses during the six months ended June 30, 2006 related to outstanding loans, partially offset by an increasein
non-operating income.

Provision for income taxes was $(438,000) for the first six months of 2006 compared with a benefit from income tax
of $124,000 for the first six months of 2005. The change was related to increased sales of productsin the first six
months of 2006. We are generally subject to corporate income tax in the PRC at arate of 30% and alocal income tax
rate of 3%; however, since we are located in the Economic and Technological Development Zone in the PRC, we are
currently subject to a corporate income tax rate of 15%. In addition, one of our subsidiaries, Shenghuo Medicine Co.,
LTD, has benefited from income tax exemption since 2004, the year it was established.

Net income increased from to $1.9 million for the six months ended June 30, 2006 from a net loss of $(263,000) for
the six months ended June 30, 2005. In the six months ended June 30, 2006 and the six months ended June 30, 2005,
we also had aforeign currency tranglation adjustment of $29,000 and nil, respectively, which resulted in
comprehensive income (loss) of $1.9 million and $(263,000), respectively.

Y ears Ended December 31, 2005 and 2004

Sales of products for the year ended December 31, 2005 was approximately $11.1 million, an increase of
approximately $3.5 million, or 45.7%, from $7.6 million for the comparable period of 2004. The increase was
primarily due to increased sales of our primary product, Xuesaitong Soft Capsules, which was added to China’s
National Medical Insurance List in 2005.

Costs of products sold for the year ended December 31, 2005 was approximately $4.2 million, an increase of
approximately $1.5 million, or 54.0%, from $2.7 million for the year ended December 31, 2004. Gross margin for the
year ended December 31, 2005 was 61.9 % as compared with 64.0 % for the year ended December 31, 2004. The
drop in our gross margin was due to an increase in raw materials prices.

Selling expenses was approximately $3.2 million for the year ended December 31, 2005, an increase of $66,000, or
2.2%, from $3.1 million for the year ended December 31, 2004. General and administrative expenses was $1.0
million for the year ended December 31, 2005, a decrease of $428,000, or 30.0%, from $1.4 million for the year
ended December 31, 2004. The reduction in general and administrative expense was primarily attributed to a
decrease in our bad debt allowance.

Net other income (expense), which includes net interest income, income from research and development activities,
non-operating income, interest expenses and non-operating expenses, was $(503,000) in the year ended December

31, 2005 and $48,000 in the year ended December 31, 2004. The change was primarily due to governmental grants
for research and development of $483,000 that we received in 2004.

Provision for income taxes was $(445,000) for the year ended December 31, 2005 compared with $(186,000) for the
year ended December 31, 2004. Since we are located in the Economic and Technological Development Zone in the
PRC, we are currently subject to a corporate income tax rate of 15%. In addition, one of our subsidiaries, Shenghuo
Medicine Co., LTD, has benefited from income tax exemption since 2004, the year it was established.

Net income increased from $1.9 million for the year ended December 31, 2005 from $138,000 for the year ended
December 31, 2004. In the year ended December 31, 2005 and the year ended December 31, 2004, we also had a
foreign currency tranglation adjustment of $46,000 and $3,000, respectively, which resulted in comprehensive
income of $1.7 million and $142,000, respectively.
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Liquidity and Capital Resour ces

At June 30, 2006, we had cash and cash equivalents of $1,004,910. Prior to August 2006 we historically financed our
business operations through bank loans.

We have borrowed from banks and other institutions and have amounts of approximately $8.8 million in short-term
loans and $1.3 million in long-term loans as of June 30, 2006. The interest rates on our short term loans range from a
5% flat fee to 6.138% per annum. We have approximately $150,000 due in October 2006, $1.2 million duein
September 2006 and $7.4 million due in January 2007. Our long term debt is comprised of single payment notes with
interest rates ranging from 4.5% to 6.34% per annum. Our long-term debt is secured by a mortgage on our assets.

We have also borrowed funds from our officers. At June 30, 2006, we had payables due to two of our officersin the
amount of approximately $1.1 million and due to our former parent company in the amount of $196,000. These
amounts are due on demand and do not accrue interest.

On August 31, 2006, concurrently with the close of the Share Exchange, we received gross proceeds of $1,800,000 in
a private placement transaction (the “Private Placement™). For its services as placement agent in the Private
Placement, WestPark Capital, Inc. was paid acommission equal to 9.0% of the gross proceeds from the financing, in
addition to a 2% non-accountable expense fee, for an aggregate amount fee of $198,000. We also incurred legal and
accounting expenses of approximately $150,000. After commissions and expenses, we received net proceeds of
approximately $1.5 million.

Net cash used by operating activities for the six months ended June 30, 2006 was $855,000, as compared to $1.7
million used for the same period in 2005. The changeis primarily the result of an increase in turnover during the first
six months of 2006, as well as an increase in sales of products. Net cash provided by operating activities for the year
ended December 31, 2005 was $102, as compared to $1.4 million provided for the year ended December 31, 2004.
The decrease in cash provided from operating activitiesis primarily the result of decrease in advance from customers
during the year ended December 31, 2005.

Net cash provided by investing activities was $9,000 for the first six months of 2006 compared to net cash used of
$107,000 for the same period in 2005. The change was primarily aresult of an increase in cash flows related to
receivables from related parties. Net cash used by investing activities was $1.5 million for the year ended December
31, 2005, as compared to net cash used of $30,000 for the year ended December 31, 2004. The decrease in cash used
was primarily aresult of increase of capital expenditures and acquisition of land use rightsin 2005.

Net cash provided by financing activities was $376,000 for the first six months of 2006 compared to $1.4 million
provided for the first six months of 2005. The decrease was primarily due to a decrease of proceeds from short-term
loans from $3.2 million for the first six months of 2005 compared to nil for the same period in 2006. The decrease
was partially offset by no payment on long-term loans during the first six months ended 2006, compared to $1.9
during the same period in 2005. Net cash provided by financing activities was $2.3 million for the year ended
December 31, 2005 compared to cash used in the amount of $2.7 million for the year ended December 31, 2004. The
increase in cash provided in financing activities between the years ended December 31, 2005 and 2004 was primarily
due to a $3.4 million distribution to shareholders that occurred in 2004.

At June 30, 2006, we had no material commitments for capital expenditures other than for those expenditures
incurred in the ordinary course of business.

As of June 30, 2006, our accounts receivable (less allowance for doubtful accounts of $1.2 million) were $7.2
million, an increase of $4.8 million, or 208.7%, over accounts receivable of $2.3 million as of December 31, 2005.
The increase in accounts receivable reflected the increase in sales. Because the collection period typically runs from
three months to one year, the increase in accounts receivabl e reflects not only the increase in sales but also the long
collection period. Since we require one to two months to receive products we order, we have been increasing our
inventories in order to enable us to meet anticipated increasesin sales. In addition, our payment cycle is considerably
shorter than our receivable cycle, since we typically pay our suppliersall or a portion of the purchase pricein
advance and for some suppliers we must maintain a deposit for future orders. Our payable decreased as we paid our
suppliers more rapidly that we received payments from our customers. In addition, our customer deposits declined
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December 31, 2005 to June 30, 2006. We require our customers are to pay certain percentage of the sales price as
deposit before we ship products to the customers. The percentage varies from customer to customer. During the
course of business, we reduce the deposit requirement for some customers with good credit. To the extent that we
cannot satisfy our cash needs, whether from operations or from a financing source, our business would be impaired in
that it may be difficult for us to obtain products which could, in turn, impair our ability to generate sales.
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We believe that our available funds and cash generated from operations will provide us with sufficient capital for at
least the next 12 months; however, we may require additional capital for the acquisition or for the operation of the
combined companies. As of the date of this prospectus, we have no material commitments for capital expenditures.
We cannot assure that such funding will be available.

In the course of our business, we must make significant deposits to our suppliers when we place an order. At June 30,
2006, our advance payments to our suppliers totaled approximately $93,000. At June 30, 2006, our cash and cash
equivalents balance was approximately $1.0 million.

Seasonality

Salesin thefirst quarter are usually lower due to people traveling and taking vacations during the traditional Chinese
New Y ear and Chinese Spring Festival. Sales in the fourth quarter are usually higher.

Off-Balance Sheet Arrangements
None.
L egal Proceedings

In 2003, we were sued by aformer employee for allegedly violating his contract and the courts entered ajudgment in
favor of the employee in 2003 for $128,978, which included litigation costs. We accrued the liability for thisloss at
December 31, 2003 and paid the amount of the judgment to the employee on April 27, 2004. In 2006, the plaintiff
asked the court to force us to pay a penalty in the amount of $100,000 for not paying the judgment in atimely
manner. The court, which is the process of reviewing the request for the penalty, has frozen a bank account of ours
that holds $105,284. No amount has been recorded on our books in connection with the claim for the penalty asthe
outcome is not certain.

Recently Enacted Accounting Pronouncements

On January 1, 2006, we adopted SFAS No. 151, Inventory Costs - An Amendment of ARB No. 43, Chapter 4 (“SFAS
151”). SFAS 151 amends the guidance in ARB No. 43, Chapter 4, Inventory Pricing, to clarify the accounting for
abnormal amounts of idle facility expense, freight, handling costs, and wasted material (spoilage). Among other
provisions, the new rule requires that items such as idle facility expense, excessive spoilage, double freight, and re-
handling costs be recognized as current-period charges. Additionally, SFAS 151 requires that the allocation of fixed
production overhead to the costs of conversion be based on the normal capacity of the production facilities. The
effects of adoption of SFAS 151 were not material.

On January 1, 2006, we adopted SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS 123R”), which revises
SFAS No. 123, Accounting for Stock-Based Compensation. SFAS 123R aso superseded APB 25, Accounting for
Sock Issued to Employees, and amends SFAS No. 95, Statement of Cash Flows. Under SFAS 123R, share-based
payments to employees, including the fair value of grants of employee stock options, are recognized in the income
statemglnt at their fair value, generally over the option vesting period. The effects of adoption of SFAS 123R were not
material.

In December 2004, the FASB issued SFAS No. 153, Exchanges of Non-monetary Assets—An Amendment of APB
Opinion No. 29, Accounting for Non-monetary Transactions (“SFAS 153”). SFAS 153 eliminated the exception from
fair value measurement for non-monetary exchanges of similar productive assets in paragraph 21(b) of APB Opinion
No. 29, Accounting for Non-monetary Transactions, and replaces it with an exception for exchanges that do not have
commercia substance. SFAS 153 specifies that a non-monetary exchange has commercial substance if the future
cash flows of the entity are expected to change significantly as aresult of the exchange. The effects of adoption of
SFAS 153 were not material.

31

http:/Avww.sec.gov/Archives/edgar/datal1335106/000114420406040383/v053700_sb2.htm (54 of 146) [2008-5-7 11:27:10]



Unassociated Document

In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections, areplacement of APB
Opinion No. 20, Accounting Changes, and FASB No. 3, Reporting Accounting Changesin Interim Financial
Satements. Statement 154 appliesto all voluntary changes in accounting principle, and changes the requirements for
accounting for and reporting of a change in accounting principle. Statement 154 requires retrospective application to
prior periods financial statements of a voluntary change in accounting principle unlessit isimpracticable. It is
effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.
Earlier application is permitted for accounting changes and corrections of errors made occurring in fiscal years
beginning after June 1, 2005. The effects of adoption of SFAS 154 were not material.

In June 2005, the FASB Emerging Issues Task Force ("EITF") reached a consensus on I ssue No. 05-6, Determining
the Amortization Period for Leasehold Improvements. The guidance requires that |easehold improvements acquired
in a business combination or purchased subsequent to the inception of alease be amortized over the lesser of the
useful life of the assets or aterm that includes renewals that are reasonably assured at the date of the business
combination or purchase. The guidance is effective for periods beginning after June 29, 2005. The effects of adoption
of EITF No. 05-6 were not material.

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments — an
amendment of FASB Statements No. 133 and 140 (SFAS 155). SFAS 155 amends SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities and SFAS No. 140, Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities, and related interpretations. SFAS 155 permits fair value
remeasurement for any hybrid financial instrument that contains an embedded derivative that otherwise would
require bifurcation and clarifies which interest-only strips and principal-only strips are not subject to recognition as
liabilities. SFAS 155 eliminates the prohibition on a qualifying special-purpose entity from holding a derivative
financial instrument that pertainsto a beneficial interest other than another derivative financia instrument. SFAS 155
is effective for our company for all financial instruments acquired or issued beginning January 1, 2007. The impact

of adoption of this statement on the Company’s consolidated financial statements, if any, has not yet been determined.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets - an amendment of
FASB Satement No. 140 (SFAS 140). SFAS 156 amends SFAS 140 Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities and related interpretations. SFAS 156 requires an entity to
recognize a servicing asset or servicing liability each time it undertakes an obligation to service afinancial asset. It
also requires all separately recognized servicing assets and servicing liabilities to be initially measured at fair value,

if practicable. SFAS 156 permits an entity to use either the amortization method or the fair value measurement
method for each class of separately recognized servicing assets and servicing liabilities. SFAS 156 is effective for our
company as of January 1, 2007. The impact of adoption of this statement on our consolidated financial statements, if
any, has not yet been determined.

Foreign Currency Risk

Since all of our operations are conducted in the PRC, we are subject to special considerations and significant risks
not typically associated with companies operating in the United States of America. These risks include, among
others, the political, economic and legal environments and foreign currency exchange rate fluctuations. Our
operational results may be adversely affected by changesin the political and social conditionsin the PRC, and by
changes in governmental policies with respect to medical reforms and other laws and regulations, anti-inflationary
measures, currency conversion and remittance abroad, and rates and methods of taxation, among other things.
Exchange rate fluctuations may adversely affect the value, in U.S. dollar terms, of our net assets and income derived
from its operations in the PRC. In addition, all of our revenue is denominated in the Chinese Y uan Renminbi
(“CNY™), which must be converted into other currencies before remittance out of the PRC. Both the conversion of
CNY into foreign currencies and the remittance of foreign currencies abroad require approval of the PRC
government. The effect of the fluctuations of exchange rates is not considered to be material to our business
operations.
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Interest Rate Risk
We do not have significant interest rate risk, as our debt obligations are primarily fixed interest rates.
Change In Accountants

On August 31, 2006, we dismissed AJ. Robbins, PC (“AJ. Robbins”) as our independent registered public accounting
firm following the change in control of our company on the closing of the Share Exchange. We engaged AJ. Robbins
to audit itsfinancial statements for the year ended December 31, 2005. The decision to change accountants was
approved and ratified by our Board of Directors. The report of AJ. Robbins on the financial statements of our
company for the fiscal year ended December 31, 2005 did not contain any adverse opinion or disclaimer of opinion
and was not qualified or modified as to uncertainty, audit scope, or accounting principle, except for an explanatory
paragraph relative to our ability to continue as a going concern.

While AJ. Robbins was engaged by us, there were no disagreements with AJ. Robbins on any matter of accounting
principles or practices, financial statement disclosure, or auditing scope or procedure with respect to our company,
which disagreements if not resolved to the satisfaction of AJ. Robbins would have caused it to make reference to the
subject matter of the disagreementsin connection with its report on our financial statements for the fiscal year ended
December 31, 2005.

We engaged Hansen, Barnett & Maxwell, PC as our independent registered public accounting firm as of August 31,
2006. Hansen, Barnett & Maxwell, PC served as Shenghuo China’s independent registered certified public
accountants for the fiscal year ended December 31, 2005.
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DESCRIPTION OF BUSINESS
Market Focus

Since our establishment, we have focused primarily on the development of products to serve three mgjor markets—
cardiovascular and cerebrovascular disease, peptic ulcer disease and health products. Our goal has been to focus on
the development of pharmaceutical products and over the counters products based on traditional Chinese medicines
designed to address these areas.

» Cardiovascular and Cerebrovascular Disease. Hyperlipemia, which is high circulating blood levels of fats
such as cholesterol and triglycerides, has ranked high on the list of modern health diseases. The primary
effect of hyperlipemiais the development of cardiovascular and cerebrovascular diseases, including heart
attacks and strokes.

» Peptic Ulcer Disease. A peptic ulcer isan erosion of the lining of the stomach or the upper part of the small
intestine. The causative factors may include excess stomach acid, excess pepsin, Helicobacter Pylori
infection, poor health and eating habits, and psychological stress. There is no radical cure for peptic ulcers,
which may eventually lead to gastric hemorrhage, gastric perforation and even cancer. People of all ages can
be affected by peptic ulcers, but they are most prevalent in persons between the ages of 45 and 55, with
incidences in men being sightly higher than in women.

» Health Products. The health products industry, which consists of non-prescription traditional Chinese
medicines and supplements, has grown as aresult of quality improvements in products and the introduction
of new products to the market in China. Over the past two decades, there has been a growth of health
product sales in Chinese urban areas. The Chinese Ministry of Health has approved several usesfor health
products and a substantial number of the products on the market are designed to aid in immunoregulation,
blood fat regulation and fatigue resistance.

Products

We are primarily engaged in the research, development, manufacture, and marketing of pharmaceutical, nutritional
supplement and cosmetic products. Almost al of our products are derived from the medicinal herb Panax
notoginseng, also known as Sangji, Sanchi or Tienchi. Panax notoginseng is a greyish-brown or greyish-yellow plant
that only grows in afew geographic locations on Earth, one of which is'Y unnan Province in southwest China, where
we are located. The main root of Panax notoginseng are cylindrical shaped and are most commonly oneto six
centimeters long and one to four centimeters in diameter. Panax notoginseng saponins (PNS), the active ingredients
in Panax notoginseng, are extracted from the plant using high-tech equipment and in accord with Good
Manufacturing Practice (GMP) standards.

Pharmaceutical Products

Our pharmaceutical products are marketed under the Lixuwang brand name. The following isalist of our approved
pharmaceutical products and their intended uses.
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Product Name Intended Use

Xuesaitong Soft Capsules Designed to invigorate the circulation of blood and improve
microcirculation. Used for the treatment of symptoms of cardiovascular and
cerebrovascular disease, such as angina pectoris, strangulation, squeezing
and crushing of chest, acute and chronic peripheral vascul ar-metabolic
disorders, brain occlusion, occlusion of retina central vein, acute and chronic
cerebral vascular-metabolic disorders caused by arteriosclerosis. This
product accounted for more than 90% of our sales for each of the year ended
December 31, 2005 and the six months ended June 30, 2006.

Qiye Shen’an Tablets Designed to help relieve headache, insomnia, and pal pitation. Designed to
invigorate the circulation of blood, improve microcirculation and improve
liver functionality.

Banlangen Tablets Designed for the treatment of parotitis, pharyngitis, mastitis, swollen and
sore throat due to cold and influenza.

Bergenini Tablets Designed to help relieve cough and phlegm due to bronchia ailments.

Huangtengsu Tablets (film tablets) Designed to treat the symptoms of dysentery, enteritis, respiratory tract
infections, uncomplicated urethral, surgery infections and conjunctivitis.

Danshen Tablets Designed to regulate blood circulation and treat the symptoms of blood
stasis. Designed to treat the symptoms of coronary arteriosclerosis, angina
pectoris and hyperlipemia.

Triperygium hypoglaucum Hutch An immunosuppressant. Designed to treat the symptoms of rheumatoid
Tablet arthritis.

We have the following additional drugs that are currently in late-stage clinical trials for prescription use:

« Wei Dingkang Soft Capsules are atype of traditional Chinese medicine designed to treat peptic ulcer disease
by inhibiting bacterial growth, relieving stomach muscle spasms, and reducing inflammation of the
intestinal lining. The product is designed to be effective for upset stomach, vomiting, pain and degradation
of the stomach lining. The product has been approved by the State Food and Drug Administration (SFDA)
for clinical testing, and has entered phase three of clinical trials.

« Dencichine Hemostat is designed to be a non-toxic product that addresses a range of anti-hemorrhagic
applications, such as stopping bleeding without causing clotting. Assuming required governmental
approvals are obtained in atimely fashion, we anticipate that production and marketing of the product will
begin in 2008.

« Other drugsthat we havein the clinical testing application process are Levofloxacin Hydrochloride Soft
Capsules, which is designed for antibiotic applications, and Brufen Soft Capsules, which are intended to
treat fever and headache caused by influenza, colds and acute pharyngitis. Levofloxacin Hydrochloride Soft
Capsules have received State Food and Drug Administration (SFDA) approval for clinical testing, which
has entered the first phase. Brufen Soft Capsules are being tested and appraised for production approval,
which we hope to receive shortly.
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Health and Food Products

We offer awide array of over the counter supplements as well as vitamin capsules and pills. The following are some
of our non-prescription products and their intended uses.

Product Name

Intended Use

Banlangen Grains

Gegenginlian Tablets
Luotongding Tablets

Paracetamol Caffeine and Aspirin
Powders

Siji Sanhuang Tablets

Sulfadiazine Silver Ointment

Tiangi Tongjing Capsules

Vitamin AD Soft Capsules
Vitamin C Tablets
Vitamin B6 Tablets
Vitamin E Soft Capsules
Y inhuang Capsules

Lycopene Soft Capsules

Oil of Purple Perilla Soft Capsules

Soya L ecithin Soft Capsules

Spirulina Soft Capsules

Health product designed to treat swollen and sore throat due to cold and
influenza.

Health product designed to reduce stomach discomfort and treat diarrhea.
Health product designed to reduce visceral pain, headache, and cramping.

Health product designed to treat headaches, migraines and fevers caused by
influenza and cold.

Health product designed to relieve inflammation and alleviate fever,
commonly in connection with pharyngitis.

Health product designed to assist in the prevention of infections related to
burns.

Health product designed to treat dysmenorrhea and emmeniopathy caused by
colds.

Health product designed to treat deficiencies of vitamin A and D.
Health product designed to treat deficiencies of vitamin C.

Health product designed to treat deficiencies of vitamin B6.

Health product designed to treat deficiencies of Vitamin E.

Health product designed to relieve inflammation and sore of throat.

Food product designed to treat side effects of and act as a general deterrent to
certain carcinogens.

Food product designed to treat effects of chough, asthma and astriction.

Food product designed to treat effects of high blood fat, hypertension and
other diseases of cardiovascular and cerebrovascular systems.

Food product designed to normalize stomach and intestinal functions.

We also intend to introduce and market the following non-prescription supplements. Our anticipated timelines for
introduction and marketing of our new drugs depend, in part, on government approval, and there is no assurance that
such approvals will be obtained or the anticipated timelines will be met.
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Anticipated Product Name

Intended Use

Fructus Ligustri Lucidi and Radix
Astragali Soft Capsules

Ginseng and Pilose Antler Soft

Capsules

Huangtensu Soft Capsules

Long Xue Jie Soft Capsules

Qi Ju Di Huang Soft Capsules

Radix Polygoni Multiflori Capsules

Rhizoma Aspidii and Chinese

Wampi leaf Grains

Tranquilization Soft Capsules

Xue Zhi Kang Soft Capsules

Y an Lu Ru Kang Soft Capsules

Designed to treat symptoms of weakness due to prolonged ilIness, radiation
and chemical therapy. This product is currently being tested and apprai sed
for production approval which we hope to receive shortly.

Designed to treat effects of weakness due to deficiency of the kidney and
heart, palpitation, and soreness and weakness of waist and knees. This
product is currently being tested and appraised for production approval
which we hope to receive shortly.

Designed to treat symptoms of dysentery, enteritis, respiratory tract
infections, surgery infections and conjunctivitis. This product has obtained
production approval and we hope to be able to market it shortly.

Designed to promote blood circulation and treat effects of blood stasis,
relieve pain, induce astringent and help promote tissue regeneration.
Designed to treat effects of trauma with blood-stasis syndrome and painful
swelling, amenorrhea due to blood stasis, and wound bleeding. This product
is currently being tested and appraised for production approval which we
hope to receive shortly.

Designed to treat effects of weakness of the kidney and liver, dizziness,
drumming in the ears, drynessin eyes, photophobia, and blurred vision. This
product is currently being tested and appraised for production approval
which we hope to will receive shortly.

Designed to treat effects of weakness of the kidney and liver, fatigue, and
dizziness due to blood deficiencies. This product is currently being tested and
appraised for production approval which we hope to receive shortly.

Designed to treat effects of fever, aversion, headache, cough with excessive
sputum. This product has obtained product approval and we hope to be able
to market it shortly.

Designed to enrich the blood and treat effects of dizziness, palpitation,
insomnia, and poor memory. This product is currently being tested and
appraised for production approval which we hope to receive shortly.

Designed to promote blood circulation and to treat effects of blood stasis,
weakness of the spleen and poor digestion. This product is currently being
tested and appraised for production approva which we hope to receive
shortly.

Designed to treat the symptoms of galactophore hyperplasia diseases,
hysteromyoma and functionality uterus bleeding. This product is currently
being tested and appraised for production approval which we hope to receive
shortly.
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Zhi Bi Tuo Soft Capsules Designed to affect the spleen to improve digestion, reduce phlegm,
invigorate the blood and improve blood stasis. This product is currently
being tested and appraised for production approva which we hope to receive
shortly.

Zhu Zi Gan Tai Soft Capsules Designed to be used for distending pain in the chest caused by deficiency of
the spleen, fatigue, and hepatitis B virus. This product is currently being
tested and appraised for production approval which we hope to receive
shortly.

Cosmetic Products

We also offer aline of cosmetic products including lotions, creams and other cosmetic items. We have conducted
extensive research and have specifically formulated our cosmetic products to meet the cosmetic and skincare needs
of women everywhere. Our “12Ways™ Chinese Traditional Medicine Beauty Salon Series” isaline of over 100
cosmetic products that includes facial masks and creams, skin and eye creams, and shampoos. Each of our cosmetic
skincare products contains natural ingredients including herbal anti-irritants and anti-oxidants, as well as Sanchi. Our
comprehensive line of skincare includes a mixture of basic products (e.g., creams and gels), treatment products (e.g.,
firming treatments), specialty helpers (e.g., masks), and beauty supplements. The use of supplementsis an important
element of skincare, nurturing the skin’s health using vital nutrients. Our cosmetic line combines the strength of
several skincare methods to achieve healthy skin and beauty. Our line of cosmetic products include the following
food products and health supplements.

Product Name Intended Use
Jasmine Tea Food product designed to help and promote healthy skin affected by acne.
Rose Tea Food product designed to help promote healthy skin and complexion

SHEN HUO Beauty Soft Capsules Health supplement designed to help with balancing water in the body.

SHEN HUO Brighten Soft Capsules  Health supplement designed to help promote healthy skin affected by
spotting.

SHEN HUO Immaculacy Soft Health supplement designed to help promote healthy skin affected by acne.
Capsules

Growth Strategies
We believe that our business has opportunities for growth through the following growth strategies:
« New Product Development. We have traditionally focused on research and development of products serving
the cardiovascular and cerebrovascular disease, peptic ulcer disease and health products markets. We intend
to devote additional resources to research and development and to continue to evaluate and develop

additional product candidates to expand our pipeline where we perceive an unmet need and commercial
potential, and to improve existing products to enhance their efficacy.
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« Focuson brand development. With intense price competition among many similar or identical productsin
the industry, we believe that building brand equity is the primary means to generate and sustain profitable
growth in the future. Our brand strategy is centered on “Lixuwang”—the brand under which most of our
products are sold. We believe that our relationships within the Chinese pharmaceutical industry is key to
building brand equity, which can benefit from by developing and maintaining relationships with
professionals within the industry, especially with physicians and hospitals.
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» Domestic Growth (China). We intend to grow our internal marketing and sales function and increase our
relationships with other national distributors to expand the distribution and presence of our non-prescription
brands and cosmetics. In expanding market share of our products, we intend to take advantage of our large
manufacturing scale and reasonable cost control mechanisms, and our strong sales network. In addition, our
goal isto establish our products as a preferred choice for prescription drugsin maor hospitals. We believe
that establishing a strong reputation with major hospitals may open the market for smaller, community and
rural hospitals because patients from large hospitals also receive services from smaller hospitals. We also
anticipate that the inclusion of Xuesaitong Soft Capsules on China’s National Medical InsuranceListin
2005 should result in increased growth for that product over the next several years. We hope to add other
prescription drugs, some of which are now in late-stage clinical trial, into this channel over the next few
years.

« International Growth. In addition to China, we have sold our productsin Asian countries such as Indonesia,
Thailand and Kyrgystan. We hope to expand sales into other countries where our products could be
affordable treatment options.

« Growth of Cosmetics Market Share. We intend to focus on the expansion of our cosmetics product line and
devote additional marketing and sales resources. We hope that our cosmetics products will account for a
larger percentage of our revenue in the future

Resear ch and Development

As of June 30, 2006, we employed 56 technicians, including seven senior researchers, 17 mid-level researchers, and
32 junior analysts. The technicians’ specializations include medicine, pharmacology, chemistry, biology, and
medi cine production equipment.

In an attempt to capitalize on the natural resource of Sanchi in Y unnan Province and to develop a strong medical
industry in the Y unnan Province, we have recently established an enterprise technology center-Kunming Shenghuo
Science and Technology Development Company-in cooperation with the Shijia Research Center of Beijing
University. This collaboration combines the natural resources of Y unnan Province and the working conditions of our
company with technical information and expertise of Beijing University. The project is designed to develop new
techniques of extraction, purification and quality control while developing natural medicines native to Y unnan
Province. The objectives are as follows. modernizing Chinese medicine devel opment techniques; improving
technological skill and processing techniques; industrialization of Chinese herbal medicine; creation of intellectual
property rights; and deepening research into high-end Y unnan Province medicine. The project is planned to have a
duration of ten years, from January 1, 2006 through December 31, 2015. The business scope of the project includes
development and technology transfer of bulk pharmaceuticals, prepared Chinese medicine, chemicals, biologicals,
health food, and medical cosmetic products; importation of scientific instruments and medical technology, and
communication with foreign and domestic research centers.

Marketing and Sales

We have atrained marketing team and maintains sales offices or agents in approximately 20 provinces throughout
China. The sales network covers approximately 186 cities and is staffed by approximately 400 sal es representatives.

We also use a distribution system comprised of independent regional distributors. In atypical distribution contract, a
distributor will be provided with certain sales targets for a particular period according to a set retail price. If the
distributor completes the sales task within the prescribed period, the agent distributor will be given greater economic
incentives and future distribution opportunities. If the distributor fails to complete the sales task within the prescribed
period, we will cancel our contract with the distributor and sign with other competent distributors. We also sign
reselling contracts with franchise drug companies for the distribution of our products. The franchise drug company,
asareseller, resells our productsto local hospitals, drug stores, and other channel distributors. In addition, we sell
our products directly to hospitals and retail drug stores.
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Approximately 15% of sales of Xuesaitong Soft Capsulesis sold by us to hospitals directly while approximately 85%
of sales are made to distributors. Our three largest customers accounted for approximately 16.9% and 12.9% of our
salesfor the year ended December 31, 2005 and the six months ended June 30, 2006, respectively.

Production

We manufacture and package our products at our factory located in Kunming, China. The factory, which was built in
2000, is approximately 161,460 square feet and include a clean area that occupies approximately 86,110 square feet.
Our clean areain the production facilities includes approximately 52,500 square feet of Class 10,000 certified and
2,350 square feet of Class 100,000 certified. The production facilities have more than 600 machines and supporting
parts for pharmaceutical production from domestic and foreign suppliers. The factory has atotal of 28 complete
production lines for semi-finished and finished hard capsules, tablets, granules, powder, electuary, and emulsifier. All
of the complete production lines meet international food and drug safety guidelines. The key facilities are two soft
capsule production lines obtained from GIC Company, an Italian producer of industrial machinery, and an automatic
packaging production line purchased from Klockner Haensel GmbH, a German company. In addition, all of our
precision testing machines are supplied by Sharp Document Systems, U.S.A. Our production facilities were certified
to be in compliance with Good Manufacturing Practice (GMP) standards in August 2002 and February 2004. In May
2004 and October 2005, we received the GMP certifications for the production of health food products and
supplements, including soft capsules, hard capsules, tablets and granule productions. We also received an additional
GMP certification for production of pharmaceutical ointment products.

We utilize a complex process in extracting active components from the Sanchi plant, purifying the components and
manufacturing our products. A typical manufacturing process begins by us obtaining the Sanchi plant from our
supplier, washed clean, divided into main root, branch root and rhizome. The branch root known as “Sanchi Jintiao”
and rhizome is known as “Sanchi Jiankou.” The Sanchi Jiankou is the portion of the Sanchi that contains the active
ingredient, Panax Notoginseng Saponins. The Sanchi Jiankou is then sent to heavy pulverizing machinery to crush it
into a specified powder size. The Sanchi Jiankou powder is then undergoes a complex extracting process in which
the powder are mixed with extracting solvents and the resulting solution is percolated and filtered processed. The
solution is concentrated by vacuum equipment while the extracting solvent is recollected and the active ingredient
condensate is collected. The active ingredient condensate is then separated and purified through a chromatographic
column, and the Sanchi polysaccharides and Sanchi saponins are collected separately. The solutions of Sanchi
saponins and Sanchi polysaccharides are then separately purified by second chromatographic column to remove
pigments and other useless compounds and obtain the pure saponins and polysaccharides, respectively. The Sanchi
saponins and Sanchi polysaccharides are then separately dried by a spray-dryer, the resulting powders are weighed
and packaged into separate contamination resistant plastic bags, which undergo quality control inspections and are
stored in awarehouse for use in our line of products. Production of each product varies depending on the ingredients
and form of the product, but production usually includes mixing of the Sanchi powder and the delivery agent, such as
oil for soft capsules, and the ingredients are then processed using advanced pressing, drying, polishing and blister
packaging equipment.

Quality Controal
Our production facilities are designed and maintained with a view towards conforming with good practice standards.
To comply with GMP operational requirements, we have implemented a quality assurance plan setting forth our
guality assurance procedures. Our Quality Control department is responsible for maintaining quality standards
throughout the production process. Quality Control executes the following functions:

« setting internal controls and regulations for semi-finished and finished products;

« implementing sampling systems and samplefiles,

« maintaining quality of equipment, instruments, reagents, test solutions, volumetric solutions, culture media
and |aboratory animals;

« auditing production records to ensure delivery of quality products,
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« monitoring the number of dust particles and microbes in the clean areas,
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« evaluating stability of raw materials, semi-finished products and finished productsin order to generate
accurate statistics on storage duration and shelf life;

« articulating the responsibilities of Quality Control staff; and
» on-site evaluation of supplier quality control systems.
Competition

The pharmaceutical industry both within Chinaand globally isintensely competitive and is characterized by rapid
and significant technological progress, and our operating environment isincreasingly competitive. Our competitors,
both domestic and international, include large pharmaceutical companies, universities, and public and private
research institutions that currently engage in or may engage in efforts related to the discovery and development of
new pharmaceuticals. Many of these entities have substantially greater research and devel opment capabilities and
financial, scientific, manufacturing, marketing and sales resources than we do, as well as more experience in research
and development, clinical trials, regulatory matters, manufacturing, marketing and sales.

Competition in the manufacture and sale of medical products for cardiovascular and cerebrovascular disease in China
isalso intense. There are alarge number of companies that are licensed to manufacture and sell these type of medical
products in China. Western drugs such as lovastatins and nitroglycerine have a more than half of the market share of
medications used to treat cardiovascular and cerebrovascular disease in China, with Chinese traditional medicines
make up the next largest part of the market. On the whole, Chinese patent medicine still generally has many
problems such as complex and unclear ingredients, inconsistent quality, slow action and ineffectiveness. Therefore,
new Chinese medicines tend not to stay on the market for very long.

There are also many Chinese traditional medicines available to treat peptic ulcers. While they are inexpensive and
readily available, they are not as effective as western medicines. In China, peptic ulcers are usually treated with
western medicines such as H2 blockers (e.g., Zantac), proton pump inhibitors (e.g., Nexium) and bismuth (e.g.,
Pepto-Bismol). In addition, amoxicillin and other antibiotics are now commonly used in conjunction with to treat
peptic ulcers.

The market for health and cosmetic products in Chinais also highly competitive. Both industries have a high number
of competitors, some of which overlap, and many of which have alonger operating history and higher visibility,
name recognition and financial resources than we do. Our competitors include manufacturers and marketers of
personal care and nutritional products, pharmaceutical companies and other organizations.

Intellectual Property

We rely on a combination of trademark, copyright and trade secret protection laws in China, aswell as
confidentiality procedures and contractual provisions to protect our intellectual property. Our primary product, Xue
Saitong Soft Capsules, first received patent protection and production and new medicine certification in 1999 and the
protections continue until April 25, 2012. We also have protections for our technology methods of using Sanchi to
help stop bleeding and combination methods, production and function of the medicine to treat intestinal disease. Xue
Saitong Soft Capsules receive protections from the SFDA, which will not issue additional drug permits other than
those already issued during the protection period. We have eight registered trademarks and have applied for
registration of another two trademarksin China. Other than the foregoing, we do not have any measures to prevent
any infringement of our intellectual property rights.

Seasonality

Salesin thefirst and third quarter are usually lower due to the traditional Chinese New Y ear and Chinese Spring
Festival. Salesin the fourth quarter are usually higher.

Government Regulations of Phar maceuticals
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The testing, approval, manufacturing, labeling, advertising and marketing, post-approval safety reporting, and export
of our products or product candidates are extensively regulated by governmental authorities in the PRC and other
countries. Our principal sales market is presently in China. We are subject to the Drug Administration Law of China,
which governs the licensing, manufacturing, marketing and distribution of pharmaceutical productsin Chinaand sets
penalties for violations of the law. Additionally, we are subject to various regulations and permit systems by the
Chinese government.
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The application and approval procedure in Chinafor anewly developed drug product has numerous steps. New drug
applicants prepare the documentation of pharmacological study, toxicity study and pharmacokinetics and drug
metabolism (PKDM) study and new drug samples. Documentation and samples are then submitted to provincial food
and drug administration (“provincial FDA™). The provincial FDA sendsiits officials to the applicant to check the
applicant’s research and devel opment facilities and to arrange new drug examination committee meeting for approval
deliberations. This process usually takes three months. After the documentation and samples being approved by the
provincial FDA, the provincial FDA will submit the approved documentation and samplesto SFDA. SFDA examines
the documentation and tests the samples and arranges new drug examination committee meeting for approval
deliberations. If the application is approved by SFDA, SFDA will issue aclinical trial license to the applicant for
clinical trials. The clinical trial license approval typically takes one year. The applicant completes the clinical trial
process and prepares documentation and files submitted to SFDA for new drug approval. The clinical trial process
usually takes one year or two depending on the category and class of the new drug. SFDA examines the
documentation and gives final approval for the new drug and issues the new drug license to the applicant. This
process usually takes eight months. The whole process for new drug approval usually takes three to four years.

I nsurance Catalogue

Pursuant to the Decision of the State Council on the Establishment of the State Basic Medical Insurance System for
Urban Employees and the Implementation Measures for the Administration of the Scope of Medical Insurance
Coverage for Pharmaceuticals for Urban Employees, the Ministry of Labor and Social Security in China established
the Insurance Catalogue. The Insurance Catalogue is divided into Parts A and B. The medicines included in Part A
are designated by the Chinese governmental authorities for general application. Local governmental authorities may
not adjust the content of medicinesin Part A. Although the medicines included in Part B are designated by Chinese
governmental authoritiesin the first instance, provincia level authorities may make limited changes to the medicines
included in Part B, resulting in some regional variations in the medicinesincluded in Part B from region to region.

Patients purchasing medicines included in Part A are entitled to reimbursement of the costs of such medicines from
the social medical fund in accordance with relevant regulations in China. Patients purchasing medicines included in
Part B are required to pay a predetermined proportion of the costs of such medicines.

The medicines included in the Insurance Catal ogue are selected by the Chinese government authorities based on
various factors including treatment requirements, frequency of use, effectiveness and price. Medicines included in
the Insurance Catal ogue are subject to price control by the Chinese government. The Insurance Catalogue is revised
every two years. In connection with each revision, the relevant provincial drug authority collects proposals from
relevant enterprises before organizing a comprehensive appraisal. The SFDA then makes the final decision on any
revisions based on the preliminary opinion suggested by the provincial drug administration.

Since 2005, our primary product, Xuesaitong Soft Capsules was listed in Part B of the Insurance Catal ogue.
Xuesaitong Soft Capsules represent more than 90% of our revenue, and removal of the product from the Insurance
Catalogue would adversely affect our total revenue.

Price Controls

Drugs that are listed in the Insurance Catal ogue and whose production or trading will constitute monopolies are
commonly subject to price control by the Chinese government. The maximum prices of such medicine products are
published by the state and provincial administration authorities from time to time. The prices of other medicines that
are not subject to price control are determined by the pharmaceutical manufacturers, subject, in certain cases, to
providing notice to the provincia pricing authorities. Our primary product, Xuesaitong Soft Capsules, is subject to
retail and wholesale price controls.
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Employees

As of June 30, 2006, we had 469 full-time, salaried employees who receive labor insurance. These employees are
organized into a union under the labor laws of China and can bargain collectively with us. In addition, we employ
over 300 sales representatives who are paid on a commission basis. These representatives are not part of the union.
We maintain good relations with our employees.

We are required to contribute a portion of our employees’ total salaries to the Chinese government’s social insurance
funds, including medical insurance, unemployment insurance and job injuries insurance, and a housing assistance
fund, in accordance with relevant regulations. In the last three years, we contributed approximately $99,700, $93,000
and $55,000 for the years ended December 31, 2005, 2004 and 2003, respectively. We expect the amount of our
contribution to the government’s social insurance funds to increase in the future as we expand our workforce and
operations.

Facilities

We have land use rights to two parcels of land with atotal area of approximately 66.7 acres and owns a 161,460
square foot factory. The land use rights for both parcels have terms of 50 years and end in 2048 and 2050. Our
principal executive offices are located at No. 2, Jing Y ou Road, Kunming National Economy & Technology
Developing District, People’s Republic of China.

L egal Proceedings

In 2003, we were sued by aformer employee for allegedly violating his contract and the courts entered ajudgment in
favor of the employee in 2003 for $128,978, which included litigation costs. We accrued the liability for thisloss at
December 31, 2003 and paid the amount of the judgment to the employee on April 27, 2004. In 2006, the plaintiff
asked the court to force us to pay a penalty in the amount of $100,000 for us not paying the judgment in atimely
manner. The court, which is the process of reviewing the request for the penalty, has frozen a bank account of ours
that holds $105,284. No amount has been recorded on our books in connection with the claim for the penalty asthe
outcome is not certain.
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MANAGEMENT
Executive Officers, Directorsand Key Employees

The following individuals constitute our board of directors and executive management:

Name Age Position
Gui HuaLan 63 Chief Executive Officer and Chairman of the Board
Feng Lan 33 President and Director
Lei Lan 32 Executive Director of Sales and Director
Qiong Hua Gao 39 Chief Financial Officer
Peng Chen 32 Chief Technological Officer
Zheng Yi Wang 61 Executive Director of Exports, Corporate Secretary and Director

Gui Hua Lan has been Chief Executive Officer and Chairman of the Board since 1995. Mr. Lan wasbornin Yulin,
Guangxi Province and has a Bachelor’s degree in engineering. He also studied at the Chongging School of Banking
and the University of Y unnan from 1959 to 1966. After graduation, Mr. Lan worked in the fields of finance, media,
and government in China. In 1980, Mr. Lan established his own enterprise devoted to research on traditional Chinese
medicine. From 1995 to 1999, Mr. Lan served as President of the company. Over the last 25 years, he has overseen
the successful commercia development of alarge number of traditional Chinese medicine-based drugs and
nutritional supplements. He owns over 20 national and international patents and has written and published numerous
articles and reports on economics, many of which have been recognized by the World Organization for Traditiona
Chinese Medicine, Chinese economics and management institutions, and the Chinese Academy of Social Sciences.
Mr. Lan also serves as President and Chairman of Kunming Nanguo Biologicial Resources Development Corp., Ltd.,
a pharmaceutical research company in China, and President and Chairman of Lan’s Int’| Medicine Investment Co.,
Limited, the controlling shareholder of our company. Mr. Lan also holds a number of prominent political posts
including,: Political commissar of Y unnan Province, committee of special economy association, committee of
business association in Y unnan province, Standing Director of Chinese Entrepreneurs, Vice-chairman of the Y unnan
Institution of Chinese International Trade Academics Association, Vice-chairman of Y unnan Technique Enterprises
Association, president of the chamber of commerce for pharmaceuticals and health foods.

Feng Lan has been President and Director since March 2002. Mr. Lan has a Bachelor’s degree in engineering. Mr.
Lan graduated from Y unnan traditional Chinese Medicine College in 1996, where he mgjored in pharmacology. He
also completed graduate studies in pharmacology at the Kunming Medicine College in 2002. Mr. Lan isasenior
engineer and an academic leader in Kunming. He joined Kunming in 1996, and was Secretary of the Technical
Department from September 1996 to December 1999 and General Engineer from March 2000 to March 2005. In
October 2004, he was elected as the new General Manager of the group and also the General Manager of the
pharmaceutical company. During his tenure, he has achieved successes such as developing Xuesaitong Soft Capsule
and improved production techniques and quality control systems. Mr. Lan aso serves as a Director of Lan’s Int’|
Medicine Investment Co., Limited, the controlling shareholder of our company. In 1999, he received an engineering
certificate. He was awarded third prize of Science and Technology Progressin Y unnan province. In 2002, he was
awarded the title of Technician Making Outstanding Contributions to Kunming city.

Lei Lan has been Executive Director of Sales since October 2004 and a Director since November 2004. Mr. Lan
joined usin 1995 and served as a vice manager of sales from July 1997 to June 1999. He also served as manager of
the Y unnan Department from July 1997 to June 1999, where he managed sales within the province. Controller,
Marketing Manager, and he also served as Vice General Manager of Sales from June 1999 to January 2002 and he
served as Marketing Manager and Controller from June 1999 to January 2002. Mr. Lan graduated from Y unnan
Ethnic Academy in July 2005 with a major in economics and management.
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Qiong Hua Gao has been Chief Financial Officer since January 2005. Ms. Gao has been with us since 2000. From
December 2001 to January 2005, Ms. Gao served as the minister of the finance department. From July 2001 to
December 2001, she served as a district accountant for sales, and from July 2000 to July 2001, she served as an
accountant in our Y unnan Market Department. From October 1991 to April 2000, Ms. Gao was principal accountant
of Kunming Panlong Commercial Building. Ms. Gao graduated from Y unnan finance and trade institute, with an
accounting degree. She joined the group in 1997, and has been in positions such as section chief of financial
department, financial secretary of sales, and financial secretary of pharmaceuticals.

Peng Chen has been Chief Technological Officer since January 2005. Ms. Chen joined usin 1996 and served as
manager of the technology department from October 2001 to December 2004. Ms. Chen has also served as manager
of quality control. Ms. Chen graduated from Y unnan traditional Chinese Medicine College in 1996 with amgjor in
pharmacology and completed her graduate study at the Kunming Medicine College in 2002. Ms. Chen isalso vice
chief physician and has been in positions like section chief of quality control department, vice secretary and secretary
of the techniques department.

Zheng Yi Wang has served as Executive Director of Exports since November 2005 and he served as Corporate
Secretary and a Director since August 2004. From June 1999 to July 2004, Mr. Wang served as our vice manager of
the pharmaceutical s department, where he oversaw the manufacturing operations. Mr. Wang also served as director
of the enterprise management department from August 2004 to April 2006 and has served as director of the
administration center from May 2006, where he assists in management and executive affairs. Since August 2004, Mr.
Wang has been a dispatching director of National Investment Entrepreneur Limited, a bio-resource company. Mr.
Wang also serves as adirector of Kunming Nanguo Biologicial Resources Development Corp., Ltd., a
pharmaceutical research company, and a director of Lan’s Int’| Medicine Investment Co., Limited, the controlling
shareholder of our company. Mr. Wang graduated from the Kunming Medicine College in July 1968 with amgjor in
medical treatment.

Family Relationships
Gui Hua Lan isthe father of Lel Lan and Feng Lan, who are brothers. Feng Lan is the spouse of Peng Chen.
Director Compensation

We do not currently have an established policy to provide compensation to members of our Board of Directors for
their services in that capacity. We intend to develop such a policy in the near future.

The Board of Directors and Committees

Our Board of Directors does not maintain a separate audit, nominating or compensation committee. Functions
customarily performed by such committees are performed by our Board of Directors as awhole. We are not required
to maintain such committees under the rules applicable to companies that do not have securities listed or quoted on a
national securities exchange or national quotation system. We intend to create board committees in the near future.

Executive Compensation

The following table sets forth information concerning the compensation for the three fiscal years ended December
31, 2005 of the chief executive officer; no other executive officers’ annual salary and bonus exceeded $100,000 in
such years (collectively, the “Named Executive Officers”).

Annua Compensation

Name and Position Y ear Sdary ($) Bonus (%)
Gui HuaLan 2005 $ 6,571 $ 2,785
Chief Executive Officer and 2004 $ 5395 $ 2,278
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Chairman of the Board 2003 $ 3,755 $ 1,519

http://www.sec.gov/Archives/edgar/data/1335106/000114420406040383/v053700_sh2.htm (75 of 146) [2008-5-7 11:27:10]



Unassociated Document

Option Grantsin 2005

There were no option grants in 2005.

Aqggregated Option Exercisesin 2005 and Option Values at December 31, 2005
There were no option exercises or options outstanding in 2005.

Employment Agreements

Each of Gui HuaLan, Feng Lan, Qiong Hua Gao, Lel Lan, Peng Chen and Zheng Y. Wang are partiesto five year
employment agreements with us expiring in December 2009 further to which each employeeis paid an annual salary
of $7,753, $6,340, $5,024, $4,733, $5,165, and $5,516, respectively. None of the agreements provide for severance
upon termination.

Indemnifications of Directors And Executive Officers And Limitations of Liability

Under Section 145 of the General Corporation Law of the State of Delaware, we can indemnify our directors and
officers against liabilities they may incur in such capacities, including liabilities under the Securities Act of 1933, as
amended (the “Securities Act”). Our certificate of incorporation provides that, pursuant to Delaware law, our
directors shall not be liable for monetary damages for breach of the directors’ fiduciary duty of care to us and our
stockholders. This provision in the certificate of incorporation does not eliminate the duty of care, and in appropriate
circumstances equitable remedies such as injunctive or other forms of nonmonetary relief will remain available under
Delaware law. In addition, each director will continue to be subject to liability for breach of the director’s duty of
loyalty to us or our stockholders, for acts or omissions not in good faith or involving intentional misconduct or
knowing violations of the law, for actions leading to improper personal benefit to the director, and for payment of
dividends or approval of stock repurchases or redemptions that are unlawful under Delaware law. The provision also
does not affect adirector’s responsibilities under any other law, such as the federal securitieslaws or state or federa
environmental laws.

Our bylaws provide for the indemnification of our directors to the fullest extent permitted by the Delaware General
Corporation Law. Our bylaws further provide that our Board of Directors has discretion to indemnify our officers and
other employees. We are required to advance, prior to the final disposition of any proceeding, promptly on request,
all expensesincurred by any director or executive officer in connection with that proceeding on receipt of an
undertaking by or on behalf of that director or executive officer to repay those amountsiif it should be determined
ultimately that he or sheis not entitled to be indemnified under the bylaws or otherwise. We are not, however,
required to advance any expenses in connection with any proceeding if a determination is reasonably and promptly
made by our Board of Directors by amajority vote of a quorum of disinterested Board members that (i) the party
seeking an advance acted in bad faith or deliberately breached his or her duty to us or our stockholders and (ii) asa
result of such actions by the party seeking an advance, it is more likely than not that it will ultimately be determined
that such party is not entitled to indemnification pursuant to the applicable sections of our bylaws.

We have been advised that in the opinion of the Securities and Exchange Commission, insofar as indemnification for
liabilities arising under the Securities Act may be permitted to our directors, officers and controlling persons pursuant
to the foregoing provisions, or otherwise, such indemnification is against public policy as expressed in the Securities
Act and is therefore unenforceable. In the event a claim for indemnification against such liabilities (other than our
payment of expensesincurred or paid by our director, officer or controlling person in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities
being registered, we will, unless in the opinion of our counsel the matter has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the question of whether such indemnification by usis against public
policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
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We may enter into indemnification agreements with each of our directors and officers that are, in some cases, broader
than the specific indemnification provisions permitted by Delaware law, and that may provide additiona procedural
protection. As of the Effective Time of the Share Exchange, we had not entered into any indemnification agreements
with our directors or officers, but may choose to do so in the future. Such indemnification agreements may require
us, among other things, to:

« indemnify officers and directors against certain liabilities that may arise because of their status as
officers or directors;

 advance expenses, as incurred, to officers and directors in connection with alegal proceeding,
subject to limited exceptions; or

« obtain directors’ and officers’ insurance.

At present, there is no pending litigation or proceeding involving any of our directors, officers or employeesin which
indemnification is sought, nor are we aware of any threatened litigation that may result in claims for indemnification.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Kunming Shenghuo Pharmaceutical (Group) Co., Ltd.

Kunming Shenghuo Pharmaceutical (Group) Co., Ltd. isa 93.75%-owned subsidiary of our company, which has
interlocking executive and director positions with Kunming Shenghuo Pharmaceutical (Group) Co., Ltd. (“Shenghuo
China”).

August 2006 Share Exchange

In August 2006, we completed the Share Exchange with Shenghuo China. Shenghuo China’s 93.75% shareholder,
Lan’sInt’l Medicine Investment Co., Limited (“LIMI”), exchanged 93.75% of the equity interest of Shenghuo China
for the issuance of an aggregate of 16,255,400 shares of our common stock to LIMI and its designees. As of the close
of the Share Exchange, LIMI owned 80.5% of our issued and outstanding stock. Gui Hua Lan, Feng Lan and Zheng
Yi Wang are directors of LIMI, are officers and directors of Shenghuo China, and were also appointed as executive
officers and directors of our company upon closing of the Share Exchange. In addition, Gui Hua Lan, Feng Lan and
Zheng Yi Wang owns 62.2%, 5.0% and 1.3%, respectively, of LIMI’sissued and outstanding shares. Each of the
foregoing persons disclaims beneficial ownership of the shares held by LIMI except to the extent of his pecuniary
interest. Moreover, Lei Lan, the Company’s Executive Director of Sales and a Director, and Qiong Hua Gao, our
Chief Financial Officer, owns 9.2% and 1.3%, respectively, of LIMI’sissued and outstanding shares. Gui Hua Lan
was appointed as our Chief Executive Officer and Chairman of the Board, Feng Lan was appointed as our President
and Director, and Zheng Yi Wang was appointed as our Executive Director of Exports, Corporate Secretary and
Director.

WestPark Capital, Inc. and SRKP 8, Inc.

Westpark Capital, Inc. acted as the placement agent for the Private Placement, the $1,800,000 equity financing
conducted by us on the close of the Share Exchange. For its services as placement agent, WestPark was paid a
commission equal to 9.0% of the gross proceeds from the financing, in addition to a 2% non-accountable expense
fee, for an aggregate amount fee of $198,000. Richard Rappaport, our President and one of our controlling
stockholders prior to the Share Exchange, indirectly holds a 100% interest in Westpark, an NASD member. Anthony
C. Pintsopoulos, one of our controlling stockholders and an officer and director prior to the Share Exchange, isthe
Chief Financia Officer of Westpark. Debbie Schwartzberg, one of our controlling stockholders prior to the Share
Exchange, is anoteholder of the parent company of Westpark; her note entitles her to a 1.5% interest in the net
profits of the parent company of Westpark. Each of Messrs. Rappaport and Pintsopoul os resigned from all of their
executive and director positions with us upon the closing of the Share Exchange.
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Sale of Technology from Nanguo to Shenghuo China

Our subsidiary, Shenghuo China, was formed in 1995 as a limited company under the laws of the People’s Republic
of China (“PRC”), with Kunming Nanguo Biology Source Development Institute (“Nanguo’) owning approximately
55% of our outstanding equity interests and Guangdong Maoming Huazhou Company (“Guangdong™) owning
approximately 45% of our equity interests. In November 1999, Guangdong transferred all of its equity intereststo
Nanguo, which, as a result, became our 100% parent. Also in November 1999, Nanguo entered into an agreement
with the Pharmaceutical Institute of Kunming Medical College (the “College”) to purchase the rights to the
technology for the preparation of Sanchi, including the technology of extracting and separating the Sanchi from
Panax notoginseng, analysis data, the conditions and methods of synthesize, manufacture and the quality-control.
Terms of the agreement required an initial payment of approximately $217,000 and afinal payment of approximately
$3.9 million upon receiving governmental approval and protection for the devel oped techniques. In March 2000,
Nanguo made an additional net investment of approximately $1.3 million and a new investor, Y unnan Y unwei
(Group) Co., LTD (“Yunwei”), made a capital investment of approximately $3.7 million into our company, and in
May 2002, a new investor, Guotou Venture Capital Co., LTD (“Guotou’), made an investment of approximately
$483,000. In August 2004, Nanguo sold the rights to the technology to our company for approximately $3.5 million,
and in January 2005, Nanguo purchased all of the equity interests held by Y unwei for approximately the same
amount, resulting in Nanguo becoming our 93.75% parent, and Guotou percentage holding in our company became
6.25% of our outstanding equity interests. In 2006, Nanguo transferred its 93.75% interest to Lan’s Int’l Medicine
Investment Co., Ltd., acompany formed under the laws of Hong Kong (“LIMI”), and we were restructured into
Chinese Foreign Equity Joint Venture under the laws of the PRC. LIMI transferred its 93.75% interest in Shenghuo
Chinato us pursuant to the Share Exchange Transaction, which was completed on August 31, 2006.

Loansto and from Insiders

We have made loans to one our officers. As of June 30, 2006, one officer owed us an amount of approximately
$25,000. All amounts due were paid prior to completion of the transactions contemplated by the Share Exchange
Agreement. As of December 31, 2005 and 2004, we had loan receivables due from officers in the amount of $60,000
and $21,000, respectively and from our parent company in the amount of $118,000 and $24,000, respectively. There
was no interest rate or terms for repayment associated with any of these loans. Also at June 30, 2006, we had
payables for loans due to our officersin the amount of approximately $1.1 million and due to our former parent
company in the amount of $196,000. At December 31, 2005 the amounts payabl e to officers and to the parent
company were $397,000 and $188,000, respectively. These amounts are due on demand and do not accrue interest.

Purchase of Interestsin Subsidiaries

On August 30, 2006, one of our officers agreed to transfer to us amajority of the officer’s equity interest in our
subsidiary Kunming Shenghuo Medicine Co., Ltd. (“Medicine”) and another officer agreed to transfer to us a
majority of the officer’s equity interest in our subsidiary Kunming Pharmaceutical |mportation and Exportation Co.,
Ltd. (“Import/Export”), leaving each of them with a 1% interest in the subsidiaries, respectively. We paid $24,980 for
transfer of the interest of Import/Export and $249,800 for the interest of Medicine. Taking into account the transfers,
we own 99% of the equity interests in Import/Export and Medicine.

BENEFICIAL OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT

Beneficial ownership is determined in accordance with the rules of the SEC. In computing the number of shares
beneficially owned by a person and the percentage of ownership of that person, shares of common stock subject to
options and warrants held by that person that are currently exercisable or become exercisable within 60 days of the
closing of the date of this prospectus are deemed outstanding even if they have not actually been exercised. Those
shares, however, are not deemed outstanding for the purpose of computing the percentage ownership of any other
person.
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The following table sets forth certain information with respect to beneficial ownership of our common stock based on
19,119,400 issued and outstanding shares of common stock, by:

« Each person known to be the beneficial owner of 5% or more of the outstanding common stock of

our company;

« Each executive officer;

« All of the executive officers and directors as a group.

Each director; and

Unless otherwise indicated, the persons and entities named in the table have sole voting and sole investment power
with respect to the shares set forth opposite the stockholder’s name, subject to community property laws, where
applicable. Unless otherwise indicated, the address of each stockholder listed in the table is ¢/o China Shenghuo
Pharmaceutical Holdings, Inc., No. 2, Jing Y ou Road, Kunming National Economy & Technology Developing

District, Peoples Republic of China.

Per cent of Class
Beneficially Owned

Beneficially
Owned Prior
Name and Address to and After Prior to After
of Beneficial Owner Title the Offering Offering Offering
Directors and Executive
Officers
Gui HuaLan Chief Executive Officer and 15,213,000(1) 79.604 [ 1%
Chairman of the Board
Feng Lan President and Director 15,213,000(1) 79.6 [ ]
Qiong Hua Gao Chief Financial Officer —@ — [ ]
Lei Lan Executive Director of Sales - — [ ]
and Director
Peng Chen Chief Technological Officer 15,213,000(3) 79.6 [ ]
Zheng Yi Wang Executive Director of Exports, 15,213,000(1) 79.6 [ ]
Corporate Secretary and
Director
Officers and Directors as a Group 15,213,000(1) 79.6 [ ]
(total of 6 persons)
5% or more Stockholders
Lan’sInt’l Medicine Investment 15,213,000(1) 79.6 [ ]

Co., Limited
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(1) Represents shares of common stock in the Company held by Lan’s Int’| Medicine Investment Co., Limited,
aHong Kong corporation (“LIMI”), of which Gui Hua Lan, Feng Lan and Zheng Yi Wang are directors and
have voting and investment control over the shares owned by LIMI. In addition, Gui Hua Lan, Feng Lan
and Zheng Y1 Wang own 62.2%, 5.0% and 1.3%, respectively, of LIMI’sissued and outstanding shares.
Each of the foregoing persons disclaims beneficial ownership of the shares held by LIMI except to the

extent of his pecuniary interest.

49

http:/Avww.sec.gov/Archives/edgar/datal1335106/000114420406040383/v053700_sb2.htm (81 of 146) [2008-5-7 11:27:10]



Unassociated Document

(2 Excludes shares of common stock of the Company held by LIMI. Lei Lan and Qiong Hua Gao owns 9.2%
and 1.3%, respectively, of LIMI’sissued and outstanding shares; however, Mr. Lan and Ms. Gao do not
have voting and investment control over the shares of the Company’s common stock held by LIMI.

3 Represents shares of common stock in the Company held by LIMI. Mrs. Chen is the spouse of Feng Lan,
who isadirector of LIMI. Mrs. Chen may therefore be deemed to be the beneficial owner of the shares held
by LIMI. Mrs. Chen disclaims beneficial ownership of the shares held by LIMI except to the extent of her
pecuniary interest.

DESCRIPTION OF SECURITIES
Common Stock

We are authorized to issue 100,000,000 shares of common stock, $.0001 par value per share, of which 19,119,400
shares are issued and outstanding as of the date hereof. Each outstanding share of common stock is entitled to one
vote, either in person or by proxy, on all matters that may be voted upon by their holders at meetings of the
stockholders.

Holders of our common stock

(i)  haveequal ratable rights to dividends from funds legally available therefore, if declared by our Board
of Directors;

(i) areentitled to shareratably in all of our assets available for distribution to holders of common stock
upon our liquidation, dissolution or winding up;

(iif)  do not have preemptive, subscription or conversion rights or redemption or sinking fund provisions;
and

(iv) areentitled to one non-cumulative vote per share on all matters on which stockholders may vote at all
meetings of our stockholders.

The holders of shares of our common stock do not have cumulative voting rights, which means that the holders of
more than fifty percent (50%) of outstanding shares voting for the election of directors can elect al of our directorsif
they so choose and, in such event, the holders of the remaining shares will not be able to elect any of our directors.

Preferred Stock

We may issue up to 10,000,000 shares of our preferred stock, par value $.0001 per share, from timeto timein one or
more series. Immediately after the Share Exchange, no shares of preferred stock have been issued. Our Board of
Directors, without further approval of our stockholders, is authorized to fix the dividend rights and terms, conversion
rights, voting rights, redemption rights, liquidation preferences and other rights and restrictions relating to any series.
Issuances of shares of preferred stock, while providing flexibility in connection with possible financings, acquisitions
and other corporate purposes, could, among other things, adversely affect the voting power of the holders of our
common stock and prior series of preferred stock then outstanding.

Warrants

At the closing of the Share Exchange, we issued five year warrants to purchase 100,000 shares of our common stock
at aper share exercise price of $2.50 for investor relations services. We agreed to register the warrantsin the
registration statement that we file to register the common stock issued in our Private Placement that closed on August
31, 2006.
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Market Price of Our Common Stock

Our common stock is not currently listed or quoted for trading on any national securities exchange or national
guotation system. We intend to apply for the listing of our common stock on the American Stock Exchange. If and
when our common stock is listed or quoted for trading, the price of our common stock will likely fluctuate in the
future. The stock market in general has experienced extreme stock price fluctuations in the past few years. In some
cases, these fluctuations have been unrelated to the operating performance of the affected companies. Many
companies have experienced dramatic volatility in the market prices of their common stock. We believe that a
number of factors, both within and outside our control, could cause the price of our common stock to fluctuate,

perhaps substantially. Factors such as the following could have a significant adverse impact on the market price of
our common stock:

« Our ability to obtain additional financing and, if available, the terms and conditions of the
financing;

« Our financial position and results of operations;

« Concern asto, or other evidence of, the reliability and efficiency of our proposed products and
services or our competitors’ products and services,

« Announcements of innovations or new products or services by us or our competitors;

« U.S federal and state governmental regulatory actions and the impact of such requirements on our
business;

» The development of litigation against us;

« Period-to-period fluctuations in our operating results;

» Changesin estimates of our performance by any securities analysts,

« Theissuance of new equity securities pursuant to a future offering or acquisition;
« Changesin interest rates,

« Competitive developments, including announcements by competitors of new products or services
or significant contracts, acquisitions, strategic partnerships, joint ventures or capital commitments;

« Investor perceptions of our company; and
« General economic and other national conditions.
Delawar e Anti-Takeover Law and Charter and Bylaws Provisions

We are subject to Section 203 of the Delaware General Corporation Law. This provision generally prohibits a
Delaware corporation from engaging in any business combination with any interested stockholder for a period of
three years following the date the stockholder became an interested stockholder, unless:

« prior to such date, the Board of Directors approved either the business combination or the
transaction that resulted in the stockholder becoming an interested stockholder;
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« upon consummation of the transaction that resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation
outstanding at the time the transaction commenced, excluding for purposes of determining the
number of shares outstanding those shares owned by persons who are directors and also officers
and by employee stock plans in which employee participants do not have the right to determine
confidentially whether shares held subject to the plan will be tendered in atender or exchange
offer; or

sl
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« 0N or subsequent to such date, the business combination is approved by the Board of Directors and
authorized at an annual meeting or special meeting of stockholders and not by written consent, by
the affirmative vote of at least 66 2/3% of the outstanding voting stock that is not owned by the
interested stockholder.

Section 203 defines a business combination to include:
« any merger or consolidation involving the corporation and the interested stockholder;

« any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation
involving the interested stockholder;

« subject to certain exceptions, any transaction that resultsin the issuance or transfer by the
corporation of any stock of the corporation to the interested stockholder;

« any transaction involving the corporation that has the effect of increasing the proportionate share of
the stock of any class or series of the corporation beneficially owned by the interested stockholder;
or

« thereceipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges
or other financial benefits provided by or through the corporation.

In general, Section 203 defines an “interested stockholder” as any entity or person beneficially owning 15% or more
of the outstanding voting stock of a corporation, or an affiliate or associate of the corporation and was the owner of
15% or more of the outstanding voting stock of a corporation at any time within three years prior to the time of
determination of interested stockholder status; and any entity or person affiliated with or controlling or controlled by
such entity or person.

Our certificate of incorporation and bylaws contain provisions that could have the effect of discouraging potential
acquisition proposals or making atender offer or delaying or preventing a change in control of our company,
including changes a stockholder might consider favorable. In particular, our certificate of incorporation and bylaws,
as applicable, among other things, will:

« provide our board of directors with the ability to alter our bylaws without stockholder approval;

« provide for an advance notice procedure with regard to the nomination of candidates for election as
directors and with regard to business to be brought before a meeting of stockholders;

« provide that vacancies on our board of directors may be filled by a mgjority of directorsin office,
although less than a quorum.

Such provisions may have the effect of discouraging athird-party from acquiring our company, even if doing so
would be beneficial to our stockholders. These provisions are intended to enhance the likelihood of continuity and
stability in the composition of our board of directors and in the policies formulated by them, and to discourage some
types of transactions that may involve an actual or threatened change in control of us. These provisions are designed
to reduce our vulnerability to an unsolicited acquisition proposal and to discourage some tactics that may be used in
proxy fights. We believe that the benefits of increased protection of our potential ability to negotiate with the
proponent of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the disadvantages of
discouraging such proposals because, among other things, negotiation of such proposals could result in an
improvement of their terms.
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However, these provisions could have the effect of discouraging others from making tender offers for our shares that
could result from actual or rumored takeover attempts. These provisions also may have the effect of preventing
changes in our management.

Transfer Agent
The transfer agent and registrar for our common stock is U.S. Stock Transfer Corporation.
Listing

We intend to apply to have our common stock approved for listing on the American Stock Exchange under the
trading symbol [ |.”
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SHARESELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no public market for our common stock. Future sales of substantial amounts of
our common stock in the public market could adversely affect market prices. Upon completion of this offering, we
will have outstanding an aggregate of | | shares of common stock, assuming no exercise of the
underwriters over-allotment option and no exercise of outstanding warrants. Of these shares, the [ ]
shares sold in the offering will be freely tradeable without restriction or further registration under the Securities Act,
except that any shares purchased by our "affiliates,” as that term is defined in Rule 144 of the Securities Act, may
generally only be sold in compliance with the limitations of Rule 144 described below. All other outstanding shares
not sold in this offering will be deemed "restricted securities” as defined under Rule 144. Restricted securities may be
sold in the public market only if registered or if they qualify for an exemption from registration under Rule 144
promulgated under the Securities Act, which rules are summarized below. Subject to the lock-up agreements
described below and the provisions of Rules 144, additional shares will be available for sale in the public market as
follows:

Approximate Number of
Shares Eligiblefor
Future Sale Date
[ ] After the date of this prospectus, freely tradeable shares sold in this offering.

548,600  After the date of this prospectus, these shares will have been registered upon a
separate resale registration statement (“Resale Registration Statement”) and will
be freely tradeable by certain selling stockholder listed in the resale registration
statement.

2,000,000  After the date of this prospectus and after our common stock beginsto be traded
on either the New Y ork Stock Exchange, American Stock Exchange, NASDAQ
Global Market, NASDAQ Capital Market or the OTC Bulletin Board, these
shares will automatically be released from the lock up on a monthly basis pro rata
over a nine month period.

16,255,400  On August 31, 2007, which is one year after the closing of the share exchange
transaction, these shares, which were issued in connection with the share
exchange transaction, may be sold under and subject to Rule 144.

Rule 144

In general, under Rule 144 as currently in effect, a person, or persons whose shares are aggregated, who has
beneficially owned shares of our common stock for at least one year, including the holding period of any prior
owner, except if the prior owner was one of our affiliates, would be entitled to sell within any three-month period a
number of shares that does not exceed the greater of:

o 1% of the number of shares of our common stock then outstanding (which will equal approximately [ |
immediately after this offering); or

« the average weekly trading volume of our common stock during the four calendar weeks preceding the
filing of anotice on Form 144 with respect to the sale.

Sales under Rule 144 are also subject to manner of sale provisions and notice requirements and to the availability of
current public information about our company.

Rule 144(k)

Under Rule 144(k), a person who is not deemed to have been one of our affiliates at any time during the 90 days
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preceding a sale, and who has beneficially owned the shares proposed to be sold for at least two years, including the
holding period of any prior owner except one of our affiliates, is entitled to sell the shares without complying with
the manner of sale, public information, volume limitation or notice provisions of Rule 144; therefore, unless
otherwise restricted, 144(k) shares could be sold immediately upon the completion of this offering.
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L ock-Up Agreement

Theinvestorsin our private offering that closed on August 31, 2006, in which we sold 2,000,000 shares of common
stock, entered into alock-up agreement pursuant to which they agreed not to sell their shares until our common stock
begins to be traded on either the New Y ork Stock Exchange, American Stock Exchange, NASDAQ Global Market,
NASDAQ Capital Market or the OTC Bulletin Board, after which their shares will automatically be released from
the lock up on amonthly basis pro rata over a nine month period. We agreed to file aregistration statement covering
the common stock sold in the private placement within 30 days of the closing of the Share Exchange pursuant to the
subscription agreement with each investor. Subject to the lock up agreement, the shares will be freely tradeable upon
effectiveness of the registration statement.

Registration

We are also concurrently registering for resale under a separate prospectus up to 2,648,600 shares of our common
stock held by the selling stockholders named under the prospectus, including 100,000 shares that have been or may
be acquired upon the exercise of warrants. None of these shares are being offered by us and we will not receive any
proceeds from the sale of these shares. For additional information, see above under “Prospectus Summary - Relevant
Events - Principal Terms of the Share Exchange” and - The Private Placement.”

In addition, we agreed to file aregistration statement with the Securities and Exchange Commission to register (i)
315,400 shares of common stock held by shareholders of our company prior to the share exchange who are affiliates
of Westpark Capital, Inc. and (ii) 1,042,400 shares of common stock that were issued to FirstAlliance Financial
Group, Inc. and Marvel International Limited as designees of LIMI (the former majority shareholder of Shenghuo
China) in connection with the share exchange. We must file the registration statement within ten days after the end of
the six month period that immediately follows the date on which we initially filed the registration statement to
register the sharesissued in the Private Placement, which is September 29, 2006.

55

http:/Awvww.sec.gov/Archives/edgar/datal1335106/000114420406040383/v053700_sb2.htm (90 of 146) [2008-5-7 11:27:10]



Unassociated Document

UNDERWRITING

Subject to the terms and conditions of the underwriting agreement dated | |, 2006, the underwriters named
below, through their representative WestPark Capital, Inc., have severally agreed to purchase from us the number of
shares of common stock set forth opposite their names at the public offering price less the underwriting discounts and
commissions set forth on the cover page of this prospectus.

Underwriter Number of Shares

WestPark Capital, Inc.

Total

The underwriting agreement provides that the obligations of the underwriters are conditional and may be terminated
at their discretion based on their assessment of the state of the financial markets and may also be terminated upon the
occurrence of the events specified in the underwriting agreement. The underwriters are severally committed to
purchase all of the common stock being offered by us if any of such shares are purchased, other than those covered
by the over-allotment option described below.

The underwriters propose to offer the common stock directly to the public at the public offering price set forth on the
cover page of this prospectus. The underwriters may offer the common stock to some dealers at that price less a
concession not in excess of § | per share. Dealers may reallow a concession not in excess of $[ | per
share to some other dealers. After the shares of common stock are released for sale to the public, the underwriters
may vary the offering price and other selling terms.

We have granted to the underwriters an option, exercisable for up to 60 days after the date of this prospectus, to
purchase up to [ | additional shares of common stock at the public offering price set forth on the cover of
this prospectus to cover over-allotments, if any. If the underwriters exercise their over-allotment option, the
underwriters have severally agreed, subject to limited conditions, to purchase approximately the same percentage that
the number of shares of common stock to be purchased by each of them, as shown in the foregoing table, bears to the
common stock covered by this prospectus.

We have agreed to indemnify the underwriters against some liabilities, including liabilities under the Securities Act,
and to contribute to payments that the underwriters may be required to make in respect thereof.

The representative may engage in over-allotment, stabilizing transactions, syndicate covering transactions, penalty
bids and passive market making in accordance with Regulation M under the Securities Exchange Act of 1934. Over-
allotment involves syndicate salesin excess of the offering size, which creates a syndicate short position. Stabilizing
transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified
maximum. Syndicate covering transactions involve purchases of the common stock in the open market after the
distribution has been completed in order to cover syndicate short positions. Penalty bids permit the representative to
reclaim a selling concession from a syndicate member when the common stock originally sold by the syndicate
member is purchased in a syndicate covering transaction to cover syndicate short positions. Penalty bids may have
the effect of deterring syndicate members from selling to people who have a history of quickly selling their shares. In
passive market making, market makers in the common stock who are underwriters or prospective underwriters may,
subject to some limitations, make bids for or purchases of the common stock until the time, if any, at which a
stabilizing bid is made. These stabilizing transactions, syndicate covering transactions and penalty bids may cause
the price of the common stock to be higher than it would otherwise be in the absence of these transactions. These
transactions may be effected on the American Stock Exchange or otherwise and, if commenced, may be discontinued
at any time.
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Prior to this offering, there has been no public market of the common stock. Consequently, the initial public offering
price will be determined by negotiations between us and the underwriters. Among the factors considered in these
negotiations will be prevailing market conditions, the market capitalizations and the stages of development of other
companies that we and the underwriters believe to be comparable to us, estimates of our business potential, our
results of operations in recent periods, the present state of our development and other factors deemed relevant.

We estimate that our out of pocket expenses for this offering will be approximately $[ ].
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LEGAL MATTERS

The validity of the common stock offered by this prospectus will be passed upon for us by Kirkpatrick & Lockhart
Nicholson Graham LLP, Los Angeles, California. A partner of Kirkpatrick & Lockhart Nicholson Graham LLP owns
59,760 shares of common stock of our company. Stubbs Alderton & Markiles, LLP, Sherman Oaks, Californiais
acting as counsel for the underwriters.

EXPERTS

The consolidated financia statements of China Shenghuo Pharmaceutical Holdings, Inc. as of December 31, 2005
and 2004 and for the years ended December 31, 2005 and 2004 and for the years ended December 31, 2005 and
2004, appearing in this Prospectus and Registration Statement have been audited by Hansen, Barnett & Maxwell, PC,
an independent registered public accounting firm, as set forth in their report thereon appearing elsewhere herein, and
are included in reliance upon such report given on the authority of such firm as experts in accounting and auditing.

ADDITIONAL INFORMATION

We filed with the Securities and Exchange Commission a registration statement on Form SB-2 under the Securities
Act of 1933 for the shares of common stock in this offering. This prospectus does not contain all of the information
in the registration statement and the exhibits and schedule that were filed with the registration statement. For further
information with respect to us and our common stock, we refer you to the registration statement and the exhibits and
schedule that were filed with the registration statement. Statements contained in this prospectus about the contents of
any contract or any other document that is filed as an exhibit to the registration statement are not necessarily
complete, and we refer you to the full text of the contract or other document filed as an exhibit to the registration
statement. A copy of the registration statement and the exhibits and schedules that were filed with the registration
statement may be inspected without charge at the Public Reference Room maintained by the Securities and Exchange
Commission at 450 Fifth Street, N.W., Washington, D.C. 20549, and copies of all or any part of the registration
statement may be obtained from the Securities and Exchange Commission upon payment of the prescribed fee.
Information regarding the operation of the Public Reference Room may be obtained by calling the Securities and
Exchange Commission at 1-800-SEC-0330. The Securities and Exchange Commission maintains a web site that
contains reports, proxy and information statements, and other information regarding registrants that file electronically
with the SEC. The address of the site is www.sec.gov.

We filed a Form 10-SB with the SEC and, as a result, we are subject to the information and periodic reporting
requirements of the Securities Exchange Act of 1934, and in accordance with the Securities Exchange Act of 1934,
we file annual, quarterly and special reports, and other information with the Securities and Exchange Commission.
These periodic reports, and other information are available for inspection and copying at the regional offices, public
reference facilities and website of the Securities and Exchange Commission referred to above.
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
CHINA SHENGHOU PHARMACEUTICAL HOLDINGS, INC.

Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets as of June 30, 2006 (Unaudited) and December 31, 2005 and 2004

Consolidated Statements of Operations and Comprehensive Income for the Six Months Ended
June 30, 2006 and 2005 (Unaudited) and for the Y ears Ended December 31, 2005 and 2004

Consolidated Statements of Stockholders’ Equity for the Y ears Ended December 31, 2004 and
2005 and for the Six Months Ended June 30, 2006 (Unaudited)

Consolidated Statements of Cash Flows for the Six Months Ended June 30, 2006 and 2005
(Unaudited) and for the Y ears Ended December 31, 2005 and 2004

Notes to Consolidated Financial Statements
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HANSEN, BARNETT & M AXWELL

A Professional Corporation Register ed with the Public Company
CERTIFIED PUBLIC ACCOUNTANTS Accounting Oversight Board
5 Triad Center, Suite 750
Salt Lake City, UT 84180-1128 —ﬁ g ndsur cEn. wEnus w
Phone: (801) 532-2200 BAKFEFR TIILILY
Fax: (801) 532-7944 i ;
www.hbmcpas.com INTERMATTCN A

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
China Shenghuo Pharmaceutical Holdings, Inc.

We have audited the accompanying consolidated balance sheets of China Shenghuo Pharmaceutical Holdings, Inc.
and subsidiaries as of December 31, 2005 and 2004, and the related consolidated statements of operations and
comprehensive income, stockholders’ equity, and cash flows for the years then ended. These financial statements are
the responsibility of the Company's management. Our responsibility isto express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonabl e assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in al material respects, the
financial position of China Shenghuo Pharmaceutical Holdings, Inc. and subsidiaries as of December 31, 2005 and
2004 and the results of its operations and cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America

HANSEN, BARNETT & MAXWELL
Salt Lake City, Utah

July 17, 2006
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS:
Current Assets:

Cash and cash equivalents
Accounts receivable, less allowance for doubtful accounts of
$1,193,322 at June 30, 2006 (unaudited) and $959,668 and
$1,033,868 at December 31, 2005 and 2004, respectively
Other receivables, less alowance for doubtful accounts of
$854,913 at June 30, 2006 (unaudited) and $658,401 and
$719,661 at December 31, 2005 and 2004, respectively

Advances to suppliers
Inventory

Receivable from related parties
Other current assets

Total Current Assets

Property, plant and equipment, net of accumulated depreciation
of $2,940,372 at June 30, 2006 (unaudited) and $2,606,685 and
$2,020,584 at December 31, 2005 and 2004, respectively
Intangible assets, net of accumulated amortization of $7,455 at
June 30, 2006 (unaudited) and $0 and $0 at December 31, 2005
and 2004, respectively

Construction in progress
Deferred income taxes

TOTAL ASSETS

LIABILITIESAND STOCKHOLDERS EQUITY:
Current Liabilities:
Accounts payable
Other payables and accrued expense
Payable to related parties
Short-term notes payable to banks
Advances from customers
Taxes and related payables
Unearned revenue
Current portion of Long-term debt
Total Current Liabilities
Long-Term Debt
Total Liabilities

June 30, December 31,
2006 2005 2004
(Unaudited)
$ 1004910 $ 1488438 $ 690,267
7,180,796 2,340,346 1,416,906
2,255,560 1,976,868 2,590,180
92,708 84,434 89,292
3,161,708 4,305,377 3,752,998
24,980 178,133 45,633
7,286 56,062 32,321
13,727,948 10,429,658 8,617,597
8,014,001 8,161,847 7,673,128
635,775 638,693 -
- - 48,039
469,956 368,247 369,539
$ 22847680 $ 19,598,445 $ 16,708,303
$ 1070121 $ 946,216 $ 475,572
1,688,648 1,876,376 1,555,836
1,255,215 585,394 -
8,767,909 9,572,992 5,562,432
288,094 246,382 3,189,364
2,449,462 1,065,030 488,735
207,566 201,516 110,297
1,375,801 125,761 2,439,548
17,102,816 14,619,667 13,821,784
1,255,936 2,477,277 2,172,208
18,358,752 17,096,944 15,993,992
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Minority Interest in Net Assets of Subsidiaries 439,386 331,451 279,825

Stockholders Equity:
Preferred stock, $0.0001 par value, 10,000,000 shares
authorized, 0 shares outstanding at June 30, 2006 (unaudited),
and 0 shares outstanding at December 31, 2005 and 2004,
respectively - - -
Common stock, $0.0001 par value, 100,000,000 shares
authorized, 16,256,000 shares outstanding at June 30, 2006
(unaudited), and 16,256,000 shares outstanding at December

31, 2005 and 2004, respectively 1,626 1,626 1,626
Additional paid-in capital 2,659,134 2,659,134 2,659,134
Retained earnings (deficit) 1,314,776 (535,523) (2,224,222)
Other comprehensive income, foreign currency translation 74,006 44,813 (2,052)
Total Stockholders Equity 4,049,542 2,170,050 434,486

TOTAL LIABILITIESAND STOCKHOLDERS EQUITY $ 22,847,680 $ 19,598,445 $ 16,708,303

The accompanying notes are an integral part of these consolidated financial statements.

F-3
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Sale of Products
Cost of Products Sold
Gross Profit

Operating Expenses.

Selling expense

General and administrative expense
Research and development expense
Total Operating Expenses

Income (L oss) from Oper ations

Other Income (Expense):

Interest income

Income from research and development activities
Non-operating income

Interest expense

Non-operating expenses

Net Other Income (Expense)

Income(L oss) Befor e | ncome Taxes

(Provision for) benefit from income taxes
Minority interest in (income) loss of subsidiaries
Net Income

Net Income (L 0ss)
Foreign currency trandlation adjustment

Comprehensive | ncome (L 0ss)

Basic and Diluted Earnings (L oss) Per Share

For the Six Months Ended
June 30,

For the Years Ended
December 31,

2006

2005

2005

2004

(Unaudited)

(Unaudited)

$ 8654206 $ 3,657,789 $ 11,066,783 $ 7,597,590

3,163,555 1,446,666 4,218,341 2,739,448
5,490,651 2211,123 6,848,442 4,858,142
1,715,147 1,881,643 3,158,503 3,092,111
1,031,843 521,988 868,582 1,257,647

45,404 86,961 132,282 171,198
2,792,394 2 490,592 4,159,367 4,520,956

2 698,257 (279,469) 2,689,075 337,186
2205 10,548 13,436 10,343

- - - 482,670

71,148 18,244 26,654 34,042
(370,372) (178,056) (522,530) (455,357)
(4,881) (16,951) (20,843) (23,853)
(301,900) (166,215) (503,283) 47,845
2,396,357 (445684) 2,185,792 385,032
(438,123) 124,276 (445,467) (185,909)
(107,935) 57,963 (51,626) (60,805)

$ 1,850,299 $ (263445) $ 1,688699 $ 138,318
$ 1,850,299 $ (263445 $ 1,688699 $ 138,318
29,193 - 46,865 3,208

$ 1,879492 $ (263445 $ 1735564 $ 141,526
$ 011 $ (0.02) $ 010 $ 0.01
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Weighted-Aver age Shares Outstanding 16,256,000 16,256,000 16,256,000 22,324,523

The accompanying notes are an integral part of these consolidated financia statements.

F-4
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

Balance, December 31, 2003
Distribution

Net income for the year
Foreign currency
transl ation adjustment

Balance, December 31, 2004

Net income for the year
Foreign currency translation
adjustment

Balance, December 31, 2005
Net income for the six
months ended June 30, 2006
(Unaudited)

Foreign currency translation
adjustment (Unaudited)

Balance, June 30, 2006
(Unaudited)

Accumulated

Additional Retained Other Total
Common Stock Paid-in  Earnings Comprehensive Stockholders
Shares Amount Capital (Deficit) Income Equity
37,409,137 $ 3,741 $ 6,119,938 $(2,362,540)$ (5,260)$ 3,755,879
(21,153,137)  (2,115) (3,460,804) - - (3,462,919)
- - - 138,318 - 138,318
- - - - 3,208 3,208
16,256,000 1,626 2,659,134 (2,224,222) (2,052) 434,486
- - - 1,688,699 - 1,688,699
- - - - 46,865 46,865
16,256,000 1626 2,659,134  (535,523) 44,813 2,170,050
- - - 1,850,299 - 1,850,299
- - - - 29,193 29,193
16,256,000 $ 1,626 $ 2,659,134 $ 1,314,776 $ 74,006 $ 4,049,542

The accompanying notes are an integral part of these consolidated financial statements.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.

CONSOLIDATED STATEMENTSOF CASH FLOWS

Cash Flows from Operating Activities:

Net income
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization
Deferred income taxes
Minority interest in income of subsidiaries
Change in current assets and liabilities:
Accounts receivable
Other receivables, net
Advances to suppliers
Inventory
Other current assets
Accounts payable
Other payables and accrued expenses
Advances from customers

Unearned revenue

Taxes and related payables

Net Cash Provided by (used in) Operating
Activities

Cash Flowsfrom Investing Activities:
Receivable from related parties

Capital expenditures

Acquisition of land use rights

Net Cash Used in Investing Activities

Cash Flowsfrom Financing Activities:
Dueto related parties

Proceeds from notes payable

Proceeds from short-term loans

Payments on short-term loans

Payments on long-term loans

Capital contribution from minority interest
Distribution to stockholders

For the Six Months Ended

For the Years Ended

June 30, December 31,
2006 2005 2005 2004
(Unaudited) (Unaudited)

$ 1850299 $ (263445) $ 1,688,699 $ 138,318
341,936 241,211 585,307 545,943
(98,226) (19,895) 10,876 -
107,935 (57,963) 51,626 60,805
(4,800,828) (729,521) (933,769) (638,471)
(211,224) (1,121,998) 670,892 320,627
(7,537) (74,496) 7,100 (50,026)
1,174,740 (371,043) (446,130) 144,342
49,039 6,667 (22,525) (26,933)
115,515 347,750 450,836 (154,525)
(790,391) 628,982 275,044 368,217
39,487 (108,144) (2,979,234) 330,861
4,452 174,216 86,909 (21,556)
1,369,807 (326,986) 554,471 412,947
(854,996) (1,674,665) 102 1,430,549
104,143 21,497 (129,216) 113,752
(95,450) (103,999) (757,432) (143,881)
- (24,178) (627,797) -
8,693 (106,680) (1,514,445) (30,129)
1,249,991 28,963 576,124 -
6,917 - 378,308 -
- 3,247,077 9,488,868 737,569
(881,401) - (6,064,640) -
- (1,919,480) (2,096,720) -
- - - 24,134
- - - (3,462,919)
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Net Cash Provided by (Used In) Financing

Activities 375,507 1,356,560 2,281,940 (2,701,216)
Effect of exchange rate changes on cash (12,732) - 30,574 3,314

Net Increase (Decrease) in Cash and Cash

Equivaents (483,528) (424,785) 798,171 (1,297,482)
Cash and Cash Equivalents at Beginning of Period 1,488,438 690,267 690,267 1,987,749

Cash and Cash Equivalents at End of Period $ 1004910 $ 265482 $ 1488438 $ 690,267

Supplemental I nformation
Cash paid for interest $ 402,021 $ 61,834 $ 74,863 $ 61,819

The accompanying notes are an integral part of these consolidated financial statements.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

NOTE 1- ORGANIZATION AND NATURE OF OPERATIONS
Organization - SRKP 8, Inc. (“SRKP 8”) was organized under the laws of the State of Delaware on May 24, 2005.

In October 1995, Kunming Shenghuo Pharmaceuticals Co., Ltd. was formed under the laws of the People’s Republic
of China (“PRC”) and owns an 80% interest in both Kunming Shenghuo Medicine Co., Ltd. (“Medicine”) and
Kunming Pharmaceutical |mportation and Exportation Co., Ltd. (“Import/Export”), and a 98.18% interest in
Kunming Shenghuo Cosmetics Co., Ltd. (“Cosmetics”). All of these entities were also formed in and operate within
the PRC.

On August 31, 2006, SRKP 8 consummated a Share Exchange Agreement, as amended, with Kunming Shenghuo
Pharmaceuticals Co., Ltd. (“Shenghuo”) whereby 93.75% of Shenghuo’s shares were acquired by SRKP 8in
exchange for 15,213,000 shares of SRKP 8 (Note 13). Because the shares issued to Shenghuo’s shareholdersin the
transaction represented a controlling interest, the transaction has been accounted for as a recapitalization or reverse
merger with Shenghuo being considered the acquirer. The accompanying consolidated financial statements have been
restated on aretroactive basis to present the capital structure of Shenghuo as though it were the reporting entity. Also
on August 31, SRKP 8 changed its corporate name to China Shenghuo Pharmaceutical Holdings, Inc.

Natur e of Business - China Shenghuo Pharmaceutical Holdings, Inc. (the “Company” or “the Parent”) and its
subsidiaries designs, develops, markets, exports and sells pharmaceutical, nutritional supplements and cosmetic
products throughout the People’s Republic of China (PRC) and abroad. The Company also conducts research and
development for third parties as well asfor itself using the medicinal herb Panax notoginseng, also known as Sanq,
Sanchi, or Tienchi and sells pharmaceutical, nutritional supplements and cosmetic products that contain the this herb,
which is grown in two provinces in the PRC. Sales from the cosmetic products represent less than 10% of total
Company sales and revenue.

Interim Unaudited Financial Statements - The accompanying unaudited condensed consolidated financial
statements of the Company and its subsidiaries at June 30, 2006 and 2005 and for the six months ended June 30,
2006 and 2005 reflect al adjustments (consisting only of normal recurring adjustments) that, in the opinion of
Management, are necessary to present fairly the consolidated financial position and results of operations of the
Company for the periods presented. Operating results for the six months ended June 30, 2006 are not necessarily
indicative of the results that may be expected for the year ending December 31, 2006.

NOTE 2 - BUSINESS CONDITION

As of June 30, 2006 the Company had a working capital deficiency of $3,374,868 and during the six months ended
June 30, 2006, the Company used cash in operating activities of $854,996. In addition, the Company has outstanding
at June 30, 2006, $8,767,909 of short-term notes payable to banks. The Company is aso involved in litigation with a
former employee in the amount of $100,000 for not paying the judgment referred to in Note 12 in atimely matter.
This amount has not been accrued in the financial statements. In order to mitigate these factors, the Company is
attempting to control their future expenses, raise additional funds through supplementary equity financing and
attempt to increase sales in future periods. Management is confident cash flows will be sufficient for the Company’s
operations but there is no assurance that this will be the case.

NOTE 3- SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Translating Financial Statements - The consolidated financial statements have been
prepared in accordance with accounting principles generally accepted in the United States of America. The functional
currency of the operating subsidiariesin the PRC is the Chinese Y uan Renminbi (“CNY”); however, the consolidated
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financial statements have been expressed in United States Dollars (“USD”). The accompanying consolidated balance
sheets have been trandlated into USD at the exchange rates prevailing at each balance sheet date. The consolidated

statements of operations have been translated using the weighted average exchange rates prevailing during the
operating periods of each statement.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

Principles of Consolidation - The accompanying consolidated financial statements present the operations of the
Company and majority owned subsidiaries. All significant intercompany accounts and transactions have been
eliminated in consolidation.

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

Fair Values of Financial | nstruments— The carrying amounts reported in the consolidated bal ance sheets for
accounts receivables, other receivables, advances to suppliers, accounts payable, accrued liabilities and advances
from customers approximate fair value because of the immediate or short-term maturity of these financial
instruments. The fair value of amounts due from related parties and amounts due to related parties were determined
based upon the estimated discounted value of the future cash flows expected to be received from or paid on the
financial instruments. The discount rates used were estimated based upon the risks associated with the financial
instruments and based upon the Company’s estimated current incremental rate of borrowing. As aresult, amounts
due from related parties have afair value at June 30, 2006, December 31, 2005 and December 31, 2004 of $23,677,
$168,846, and $43,254 respectively.

Cash and Cash Equivalents - The Company’s cash and cash equivalents are maintained in bank deposit accounts.
The Company has not experienced any losses with respect to these deposits. Cash and cash equivalents include
interest bearing and non-interest bearing bank deposits, money market accounts, and short-term certificates of deposit
with original maturities of three months or less. The Company did not enter into any hedge contracts during any of
the periods presented.

Accounts and Other Receivables and Allowance for Doubtful Accounts - Trade receivables and other receivables
are carried at original invoiced amounts less an allowance for doubtful accounts. An allowance for uncollectible
accounts receivable is established by charges to operations for amounts required to maintain an adequate allowance,
in management’s judgment, to cover anticipated losses from customer accounts and sales returns. Such accounts are
charged to the allowance when collection appears doubtful. Any subsequent recoveries are credited to the allowance
account. Customers that have outstanding balances for longer than three months have their credit curtailed. Other
receivables consist of business advances to employees for travel and related expenses and various prepaid expenses.
The Company believes that the allowance for doubtful accountsis consistent with industry standards in the PRC
based on the products that are being sold.

Inventory - Inventories are stated at weighted average cost. When market value of the inventory productsis lower
than the weighted average cost, inventory is reduced to its net realizable value.

Property and Equipment - Property and equipment are stated at cost. Maintenance and repairs are charged to
expense as incurred and major improvements are capitalized. Gains or losses on sales or retirements are included in
the statements of operations in the period of disposition, determined by reference to their carrying amounts. The
Company reviews its property and equipment periodically for changesin circumstances that would indicate its
recoverable carrying value is less than its net book value. If such circumstances occur, impairment is charged to such
items.

I ntangible Assets - Acquisition costs of techniques, formulas, and land use rights are capitalized at their acquisition
cost and amortized using the straight-line method over their estimated useful lives. For those intangible assets with
legal protection over a specific period, their useful life is the protected period. Assets that do not have legal
protection periods are amortized over 10 years. Research and devel opment costs are expensed during the period
incurred. The Company does not capitalize internally generated intangible assets.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

Impairment of Long-Lived Asset - The Company reviews its long-lived assets, including intangibles, for impairment
when events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. The
Company evaluates, at each balance sheet date, whether events and circumstances have occurred that indicate
possible impairment. The Company uses an estimate of future undiscounted net cash flows from the related asset or
group of assets over their remaining life in measuring whether the assets are recoverable. As of December 31, 2005,
the Company does not consider any of its long-lived assets to be impaired.

Other Payables and Accrued Expenses - Other payables and accrued expenses consists of accrued payroll expense,
accrued welfare expense and other various items.

Advances to Suppliers and Advances from Customers - The Company will often make advanced payments to
suppliers for materials, or receive advance payments from customers. Advances to suppliers were $92,708, $84,434
and $89,292 as of June 30, 2006, December 31, 2005 and 2004, respectively. The advance payments to suppliers may
include provisions that set the purchase price and delivery date of raw materials. Advances from customers were
$288,094, $246,382 and $3,189,364 as of June 30, 2006, December 31, 2005 and 2004, respectively.

Revenue Recognition - The Company recognizes revenue when it is realized and earned. The Company considers
revenue realized or realizable and earned when (1) it has persuasive evidence of an arrangement, (2) delivery has
occurred, (3) the sales price isfixed or determinable, and (4) collectability is reasonably assured. Delivery does not
occur until products have been shipped to the client, risk of loss has transferred to the client and client acceptance has
been obtained, client acceptance provisions have lapsed, or the Company has objective evidence that the criteria
specified in client acceptance provisions have been satisfied. The sales price is not considered to be fixed or
determinable until all contingencies related to the sale have been resolved.

Cost of Revenues - The cost of revenues are the direct expenses incurred in producing the pharmaceuticals and
cosmetics, which include materials, wages, handling charges, and a portion of overhead expenses associated with the
manufacture and delivery of products.

Shipping and Handling Costs - Shipping and handling billed to customersis recorded as revenue. Shipping and
handling costs are included in cost of revenues.

Research and Development - The Company charges research and development costs to operations in the period
incurred.

Advertising - Advertising expense was $27,490 and $33,715 for the six months ended June 30, 2006 and 2005,
respectively and $99,272 and $64,842 for the years ended December 31, 2005 and 2004, respectively.

Basic and Diluted Earnings (Loss) per Share - Basic and diluted earnings (loss) per share are calculated by dividing
net earnings (loss) attributable to common stockholders by the weighted-average number of shares of common stock
outstanding during the year. Diluted earnings (loss) per shareis calculated to give effect to potentially issuable
dilutive common shares. There are no potentially issuable shares that would affect diluted earnings (loss) per share
for any of the periods presented.

Retirement Benefit Plans - The Company makes monthly contributions to various employee retirement benefit plans
organized by provincial governments in the PRC in accordance with rates prescribed by them. The provincial

governments undertake to assume the retirement benefit obligations of al existing
and future retired employees of the Company. Contributions to these plans are charged to expense as incurred.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

Comprehensive | ncome - Other comprehensive income presented in the consolidated financial statements consists of
cumulative foreign currency trandlation adjustments.

Credit Risk - The carrying amounts of accounts receivable included in the balance sheets represent the Company’s
major exposure to credit risk in relation to its financial assets. No other financial assets carry a significant exposure to
credit risk. The Company performs ongoing credit evaluations of each customer’sfinancial condition. It maintains
allowances for doubtful accounts and such allowances in the aggregate have not exceeded management’s estimations.

Recently Enacted Accounting Standards - On January 1, 2006, the Company adopted SFAS No. 151, Inventory
Costs - An Amendment of ARB No. 43, Chapter 4 (“SFAS 151”). SFAS 151 amends the guidance in ARB No. 43,
Chapter 4, Inventory Pricing, to clarify the accounting for abnormal amounts of idle facility expense, freight,
handling costs, and wasted material (spoilage). Among other provisions, the new rule requires that items such asidle
facility expense, excessive spoilage, double freight, and re-handling costs be recognized as current-period charges.
Additionally, SFAS 151 requires that the allocation of fixed production overhead to the costs of conversion be based
on the normal capacity of the production facilities. The effects of adoption of SFAS 151 were not material.

On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS 123R”),
which revises SFAS No. 123, Accounting for Stock-Based Compensation. SFAS 123R also superseded APB 25,
Accounting for Sock Issued to Employees, and amends SFAS No. 95, Satement of Cash Flows. Under SFAS 123R,
share-based payments to employees, including the fair value of grants of employee stock options, are recognized in
the income statement at their fair value, generally over the option vesting period. The effects of adoption of SFAS
123R were not material.

In December 2004, the FASB issued SFAS No. 153, Exchanges of Non-monetary Assets—An Amendment of APB
Opinion No. 29, Accounting for Non-monetary Transactions (“SFAS 153”). SFAS 153 eliminated the exception from
fair value measurement for non-monetary exchanges of similar productive assets in paragraph 21(b) of APB Opinion
No. 29, Accounting for Non-monetary Transactions, and replaces it with an exception for exchanges that do not have
commercial substance. SFAS 153 specifies that a non-monetary exchange has commercial substance if the future
cash flows of the entity are expected to change significantly as aresult of the exchange. The effects of adoption of
SFAS 153 were not material.

In June 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections, areplacement of APB
Opinion No. 20, Accounting Changes, and FASB No. 3, Reporting Accounting Changesin Interim Financial
Satements. Statement 154 appliesto all voluntary changes in accounting principle, and changes the requirements for
accounting for and reporting of a change in accounting principle. Statement 154 requires retrospective application to
prior periods financial statements of a voluntary change in accounting principle unlessit isimpracticable. It is
effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.
Earlier application is permitted for accounting changes and corrections of errors made occurring in fiscal years
beginning after June 1, 2005. The effects of adoption of SFAS 154 were not material.

In June 2005, the FASB Emerging Issues Task Force ("EITF") reached a consensus on I ssue No. 05-6, Determining
the Amortization Period for Leasehold Improvements. The guidance requires that |easehold improvements acquired
in a business combination or purchased subsequent to the inception of alease be amortized over the lesser of the
useful life of the assets or aterm that includes renewals that are reasonably assured at the date of the business
combination or purchase. The guidance is effective for periods beginning after June 29, 2005. The effects of adoption
of EITF No. 05-6 were not material.

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments — an
amendment of FASB Statements No. 133 and 140 (SFAS 155). SFAS 155 amends SFAS No. 133, Accounting for
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Derivative Instruments and Hedging Activities and SFAS No. 140, Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities, and related interpretations. SFAS 155 permits fair value
remeasurement for any hybrid financial instrument that contains an embedded derivative that otherwise would
require bifurcation and clarifies which interest-only strips and principal-only strips are not subject to recognition as
liabilities. SFAS 155 eliminates the prohibition on a qualifying special-purpose entity from holding a derivative
financia instrument that pertains to a beneficial interest other than another derivative financial instrument. SFAS 155
is effective for the Company for all financial instruments acquired or issued beginning January 1, 2007. The impact

of adoption of this statement on the Company’s consolidated financial statements, if any, has not yet been determined.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets - an amendment of
FASB Statement No. 140 (SFAS 140). SFAS 156 amends SFAS 140 Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities and related interpretations. SFAS 156 requires an entity to
recognize a servicing asset or servicing liability each time it undertakes an obligation to service afinancial asset. It
also requires all separately recognized servicing assets and servicing liabilities to be initially measured at fair value,

if practicable. SFAS 156 permits an entity to use either the amortization method or the fair value measurement
method for each class of separately recognized servicing assets and servicing liabilities. SFAS 156 is effective for the
Company as of January 1, 2007. The impact of adoption of this statement on the Company’s consolidated financial

statements, if any, has not yet been determined.
NOTE 4 - INVENTORY

Inventory consisted of the following:

Raw materials

Work-in-process

Finished goods

Product on consignment
Total Inventory

NOTE 5- PROPERTY, PLANT AND EQUIPMENT

Property and equipment consisted of the following:

Buildings and land use rights
Machinery

Other equipment

Vehicles

Total

L ess accumulated depreciation

Net property, plant and equipment

June 30, December 31,
2006 2005 2004
(unaudited)
$ 500,149 $ 511,224 $ 390,268
774,905 1,180,014 583,556
1,140,898 1,574,508 2,019,092
745,756 1,039,631 760,082

$ 3,161,708 $ 4305377 $ 3,752,998

June 30, December 31,
2006 2005 2004

$ 5414908 $ 5367,153 $ 4,526,167
4,910,079 4,801,762 4,614,220
315,122 307,116 264,127
314,264 292,501 289,198
10,954,373 10,768,532 9,693,712
(2,940372) (2,606,685  (2,020,584)

$ 8014001 $ 8161847 $ 7,673,128
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six Months Ended

June 30, 2006 and 2005 is Unaudited)

Depreciation is computed on a straight-line basis over the estimated useful lives of the assets, which were as follows:

Life
Asset (years)
Buildings and land use rights 30- 50
Machinery 3-20
Other equipment 3-10
Vehicles 3-10

Depreciation expense was $341,936 and $241,211 for the six months ended June 30, 2006 and 2005, respectively,
and $585,307 and $545,943 for the years ended December 31, 2005 and 2004, respectively.

NOTE 6- INTANGIBLE ASSETS

At December 31, 2005 the Company’s intangible assets consist of land use rights that were not currently being
utilized but were held for future use as building sites. When utilized in the construction of buildings, the land use
rights are reclassified as property, plant and equipment and are depreciated using the straight-line method over the
remainder of their 50-year life. Estimated aggregate future amortization expense for the succeeding five years and
thereafter as of December 31, 2005 was as follows:

2006 $ 14,835
2007 14,835
2008 14,835
2009 14,835
2010 14,835
Thereafter 563,724

NOTE 7- LONG-TERM DEBT

The Company’s long-term debt is comprised of single payment notes with interest rates ranging from 4.5% to 6.34%
per annum and due dates not exceeding 2 years from the balance sheet date. Long-term debt is secured by a mortgage
on the Company’s assets. The following schedule sets forth the components of long-term debt at each balance sheet
date:

June 30, December 31,
2006 2005 2004
(unaudited)
Long-term debt $ 2631,737 $ 2603038 $ 4,611,756
Current portion of long-term debt (1,375,801) (125,761) (2,439,548)
L ong-term debt at balance sheet date $ 1255936 $ 2477277 $ 2,172,208
Current portion of long-term debt past due $ 64,362 $ 63,829 $ 2,379,209

NOTE 8- STOCKHOLDERS EQUITY

Between 1999 and 2003 shareholders contributed $6,123,679 of capital to the Company. The Company made
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payments to its variable interest parent company during the year ended December 31, 2004 in the amount of
$3,462,919. Also, during the year ended December 31, 2004, the variable interest parent company, distributed these
payments to the Company’s other major shareholder for the acquisition of the other major shareholder’s interest in
the Company. This transaction has been recorded as a distribution as equivalent to 21,153,137 shares of common
stock.
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

NOTE 9- RELATED PARTY TRANSACTIONS

As of June 30, 2006 the Company had receivables due from officersin the amount of $24,980 (unaudited). As of
December 31, 2005 and 2004 the Company had receivables due from officersin the amount of $60,462 and $21,497,
respectively and from its parent company in the amount of $117,671 and $24,136, respectively. There was no interest
rate or terms for repayment associated with any of these receivables. Also at June 30, 2006, the company had

ayables due to officers in the amount of $1,059,349 (unaudited) and due to its parent company in the amount of
$195,866 (unaudited). At December 31, 2005 the amounts payable to officers and to the parent company were
$397,344 and $188,050, respectively. These amounts are due on demand and do not accrue interest.

During 1999 the Company entered into an agreement through its variable interest parent company whereby it
acquired the rights to utilize certain techniques for fabricating and manufacturing products using the natural herb
Sanchi. Terms of the agreement required an initial payment of $217,202 and a fina payment of $3,885,496 upon
receiving governmental approval and protection for the developed techniques. As of July 13, 2006, such approvals
had not been obtained and the parties to the agreement mutually agreed to terminate the agreement and the Company
was allowed to retain the rights to the techniques and ownership of any research and devel opment that had been
undertaken with respect to the techniques.

NOTE 10- INCOME TAXES

The Company is not subject to any income taxes in the United States, but is subject to corporate income tax in the
PRC at arate of 30% and alocal income tax rate of 3%. However, because the Parent islocated in a special region, it
has a 15% corporate income tax rate. The Company recognizes deferred tax assets and liabilities for future tax
consequences attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and the respective tax bases and any tax credit carry forwards available. Deferred tax assets and liabilities
are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of achangein tax
ratesis recognized in income in the period that includes the enactment date. The Company has established a
valuation allowance for al deferred income tax assets of Cosmetics due to the uncertainty of their realization. Income
taxes payable are included in taxes and related payables on the accompanying balance sheet.

Income tax payable at June 30, 2006, December 31, 2005 and 2004 was $1,185,144, $644,977 and $199,603,
respectively.

The temporary differences and carryforwards which give rise to the deferred income tax asset are as follows:

June 30, December 31,
2006 2005 2004
Net operating loss carryforwards $ 307562 $ 270,125 $ 269,735
Allowance for doubtful trade receivables 304,877 249,128 165,841
Allowance for doubtful other receivables 175,641 131,492 112,090
Tota deferred income tax assets 788,080 650,745 547,666
Valuation allowance (318,124) (282,498) (178,127)
Net deferred income tax asset $ 469,956 $ 368,247 $ 369,539
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six Months Ended

June 30, 2006 and 2005 is Unaudited)

Following is areconciliation of income taxes calculated at the federal and local statutory rates to actual income tax
expense:

For the Six For the Six

Months Months
Ended June Ended June For the Year
30, 30, Ended December 31,
2006 2005 2005 2004
Tax at statutory rate of 33% $ 603765 $ (147,074 $ 721,311 $ 127,070
Benefit of favorable rate (198,764) (13,828) (373,929) (28,826)
Benefit of operating loss carryforwards - - - =
Change in valuation allowance 33,122 36,626 98,085 87,665
Provision for (benefit from) income taxes $ 438,123 $ (124,276) $ 445467 $ 185,909

The provision for income taxes consisted of the following:

For the Six For the Six

Months Months
Ended June Ended June For the Year
30, 30, Ended December 31,
2006 2005 2005 2004
Current $ 536,348 $ 107,568 $ 465,727 $ 177,732
Deferred (98,225) (231,844) (20,260) 8,177
Provision for (benefit from) income taxes $ 438,123 $ (124,276) $ 445467 $ 185,909

NOTE 11 - LEASES

The Company has entered into agreements to lease land, buildings and certain equipment. The Company’s rent
expense for the years ended December 31, 2005 and 2004 was $9,990 and $3,862, respectively. Future minimum
|ease payments under the agreements are as follows:

December 31,
2007 2006 Total
Future lease payment commitments $ 12204 $ 11,187 $ 23,391

NOTE 12- COMMITMENTSAND CONTINGENCIES

Economic environment - Since all of the Company’s operations are conducted in the PRC, the Company is subject
to specia considerations and significant risks not typically associated with companies operating in the United States
of America. These risksinclude, among others, the political, economic and legal environments and foreign currency
exchange rate fluctuations. The Company’s operational results may be adversely affected by changes in the political
and socia conditions in the PRC, and by changes in governmental policies with respect to medical reforms and other
laws and regulations, anti-inflationary measures, currency conversion and remittance abroad, and rates and methods
of taxation, among other things. In addition, al of the Company’s revenue is denominated in the PRC’s currency
CNY/, which must be converted into other currencies before remittance out of the PRC. Both the conversion of CNY
into foreign currencies and the remittance of foreign currencies abroad require approval of the PRC government.
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Dependence on a single raw material - The primary ingredient in all of the Company’s products is Sanchi, a herb
grown in two provinces of the PRC. The Company relies on its in-house purchasing department to acquire sufficient
Sanchi at reasonable prices and may on occasion make advance payments to suppliers that include provisions setting
the purchase price and delivery date. However, the Company is not reliant on a single source or supplier in order to

obtain the Sanchi.
F-14
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CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Information as of June 30, 2006 and for the Six M onths Ended

June 30, 2006 and 2005 is Unaudited)

Contingent Liability - The Company was sued by aformer employee for violation of his contract and the courts
entered ajudgment in favor of the employee in 2003 for $128,978, which included litigation costs. The Company
accrued the liability for thisloss at December 31, 2003 and paid the amount of the judgment on April 27, 2004. In
2006, the plaintiff has asked the court to have the Company pay a penalty for not paying the judgment timely in the
amount of $100,000. While the court isin process on this issue, the court has frozen a bank account that has
$105,284. No amount has been recorded on the Company’s books as the outcome is not certain.

Research and Development - During the year 2000, the Company entered into a contract to perform research and
development activities for the Y unnan Science and Technology Management Committee. These services were
performed from the years 2000 to 2004 with the total amount of revenue of $482,670 recognized during 2004.

NOTE 13- SUBSEQUENT EVENT (UNAUDITED)

On June 30, 2006, an Agreement was entered into between Kunming Shenghuo Pharmaceuticals Co., Ltd.
(“Shenghuo”), the Company and Lan’s Int’l Medicine Investment Co., aHong Kong corporation (“LIMI”’), which
was a shareholder that held 93.75% of the equity interest of Shenghuo. The Agreement was amended on August 11
and 28, 2006, and pursuant to the Agreement, as amended, the Company agreed to issue 15,213,000 shares of its
common stock to LIMI, in exchange for 93.75% of the issued and outstanding shares of Shenghuo. In addition, the
Company agreed to cancel 2,036,000 shares of its common stock; issue 1,242,400 shares of its common stock and
warrants to purchase 100,000 shares of its common stock for services rendered and 2,000,000 shares for $1,800,000
cash (less costs of approximately $198,000). As part of the Agreement, the Company agreed to register the 1,242,400
shares of its common stock and the warrants to purchase 100,000 shares of common stock that were to be issued for
services. The Company also agreed to register the 2,000,000 shares of common stock that were to be issued for cash
and the 664,000 shares of common stock that were held by shareholders immediately prior to the Agreement. Of
these shares to be registered, 1,042,400 of the shares of common stock that were to be issued for services and
315,400 shares of common stock that were held by shareholders immediately prior to the Agreement are subject to
certain provisions. If the Company failsto register these shares, due to failure on the part of the Company, additional
shares of its common stock shall be issued to the respective shareholders in the amount of 0.0333% of their
respective shares for each calendar day until the registration becomes effective. Thereis no penalty associated with
the other shares or the warrants. The terms of the Agreement, as amended, were consummated on August 31, 2006
and the Company now owns 93.75% of the equity interests of the Shenghuo and a minority shareholder owns the
rerrllgi ning 6.25%. Also on August 31, the Company changed its corporate name to China Shenghuo Pharmaceutical
Holdings, Inc.

On August 30, 2006, the minority shareholders of both Kunming Shenghuo Medicine Co., Ltd. (“Medicine”) and
Kunming Pharmaceutical |mportation and Exportation Co., Ltd. (“Import/Export™), agreed to transfer the majority of
their interests to the Company leaving them with a 1% interest in both Medicine and Import/Export. The Company
paid $24,980 for transfer of the interest of Import/Export and $249,800 for the interest of Medicine. Taking into
account the transfers, the Company owns 99% of the equity interests in Import/Export and Medicine.

F-15

http:/Avww.sec.gov/Archives/edgar/datal1335106/000114420406040383/v053700_sb2.htm (118 of 146) [2008-5-7 11:27:12]



Unassociated Document

[ ] Shar es of Common Stock

CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.

[LOGO]

PROSPECTUS

WestPark Capital, Inc.

Until , 2005, all dealersthat effect transactions in these securities, whether or not participating in
this offering, may be required to deliver a prospectus. Thisisin addition to the dealers’ obligation to deliver a
prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.

, 2006
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[ALTERNATE PAGE]
Theinformation in this prospectusisnot complete and may be changed. We may not sell these securities until
theregistration statement filed with the Securities and Exchange Commission becomes effective. This
prospectusisnot an offer to sell these securities and we are not soliciting offersto buy these securitiesin any
state where the offer or saleisnot per mitted.
PROSPECTUS

Subject to Completion, Dated September 29, 2006

2,648,600 SHARES
CHINA SHENGHUO PHARMACEUTICAL HOLDINGS, INC.
COMMON STOCK

This prospectus relates to the resale by the selling stockholders of up to 2,648,600 shares of our common stock. The
selling stockholders may sell common stock from time to time in the principal market on which the stock is traded at
the prevailing market price or in negotiated transactions. We will not receive any proceeds from the sales by the
selling stockholders, but we will receive funds from the exercise of warrants held by selling stockholders, if
exercised.

Our shares of common stock are not currently listed or quoted for trading on any national securities exchange or
national quotation system. We intend to apply for the listing of our common stock on the American Stock Exchange.
We propose to obtain the trading symbol ““[ |”.

The purchase of the securitiesinvolves a high degree of risk. See section entitled “Risk Factors” beginning on
page 6.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or
disapproved of anyone’sinvestment in these securities or determined if this prospectusistruthful or complete.
Any representation to the contrary isa criminal offense.

The Date of This ProspectusIs: , 2006
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Please read this prospectus carefully. It describes our business, our financial condition and results of operations. We

have prepared this prospectus so that you will have the information necessary to make an informed investment

decision.

Y ou should rely only on information contained in this prospectus. We have not authorized any other person to

provide you with different information. This prospectusis not an offer to sell, nor isit seeking an offer to buy, these

securitiesin any state where the offer or sale is not permitted. The information in this prospectus is complete and

accurate as of the date on the front cover, but the information may have changed since that date.
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The Offering
Common stock offered by selling stockholders 2,648,600 shares(1)
Common stock outstanding 19,119,400 shares(2)
Use of proceeds We will not receive any proceeds from the sale of the common

stock by the selling stockholders, except for funds from the
exercise of warrants by the selling stockholders, if and when
exercised.

(1) Consistsof 2,548,600 shares of our common stock that were issued to the selling stockholders and 100,000
shares of our common stock issued or issuable upon the exercise of warrants that were issued to the selling
stockholders.

(2) The number of shares of our common stock outstanding as of September 29, 2006, excludes (i) 100,000
shares of our common stock issuable upon exercise of outstanding warrants and (ii) up to [ ]
shares of our common stock to be offered by us in afirm commitment public offering concurrently herewith.

Selling stockholders holding an aggregate of 2,000,000 shares of common stock have agreed not to sell any of these
shares until our common stock beginsto be traded on either the New Y ork Stock Exchange, American Stock
Exchange, NASDAQ Globa Market, NASDAQ Capital Market or the OTC Bulletin Board, after which their shares
will automatically be released from the lock up on amonthly basis pro rata over a nine month period.

SUMMARY FINANCIAL DATA

The following is a summary of consolidated statements of operations data for us for the six months ended June 30,
2006 and 2005 and the years ended December 31, 2005 and 2004 and consolidated balance sheet data for us as of
June 30, 2006 and December 31, 2005 and 2004. The following summary financial information should be read in
conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the
consolidated financial statements, related notes, and other financial information included herein. Thisinformation is
only asummary. It does not necessarily represent or indicate what the financial position and results of operations of
our company will bein the future.

For the Six Months Ended For the Years Ended
June 30, December 31,
Statements of Operations 2006 2005 2005 2004

(unaudited) (unaudited)

Sale of Products $ 8654206 $ 3,657,789 $ 11,066,783 $ 7,597,590
Comprehensive Income (L 0ss) $ 1879492 $ (263445) $ 1735564 $ 141,526
Basic and Diluted Earnings (Loss) Per Share $ 011 $ (0.02) $ 010 $ 0.01
June 30, December 31,
Balance Sheets 2006 2005 2004
(unaudited)
Total Current Assets $ 13,727,948 $ 10,429,658 $ 8,617,597
Total Assets 22,847,680 19,598,445 16,708,303
Total Current Liabilities 17,102,816 14,619,667 13,821,784
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Total Liabilities 18,358,752 17,096,944 15,993,992
Total Stockholders' Equity 4,049,542 2,170,050 434,486
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USE OF PROCEEDS

We will not receive any proceeds from the sale of the shares of common stock by the selling stockholders, except for
funds received from the exercise of warrants held by certain of the selling stockholders, if and when exercised.

DIVIDEND POLICY

We have not declared or paid any cash dividends on our common stock, and we currently intend to retain future
earnings, if any, to finance the expansion of our business, and we do not expect to pay any cash dividendsin the
foreseeable future. The decision whether to pay cash dividends on our common stock will be made by our board of
directors, in their discretion, and will depend on our financial condition, operating results, capital requirements and
other factors that the board of directors considers significant. We currently intend to retain our earnings for funding
growth and, therefore, do not expect to pay any dividends in the foreseeable future.

20
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SELLING STOCKHOLDERS

The following table provides as of August 31, 2006 information regarding the beneficial ownership of our common
stock held by each of the selling stockholders, including:

the number of shares owned by each stockholder prior to this offering;

the percentage owned by each stockholder prior to completion of the offering;

the total number of sharesthat are to be offered for each stockholder;

the total number of shares that will be owned by each stockholder upon completion of the offering; and
the percentage owned by each stockholder upon completion of the offering.

On August 31, 2006, concurrently with the close of the Share Exchange, we received gross proceeds of $1,800,000 in
a private placement transaction (the “Private Placement™). Pursuant to subscription agreements entered into with the
investors, we sold an aggregate of 2,000,000 shares of common stock at $0.90 per share. We agreed to file a
registration statement covering the common stock sold in the private placement within 30 days of the closing of the
Share Exchange pursuant to the subscription agreement with each investor. The investors in the Private Placement
also entered into alock up agreement pursuant to which they agreed not to sell their shares until our common stock
begins to be traded on either the New Y ork Stock Exchange, American Stock Exchange, NASDAQ Global Market,
NASDAQ Capital Market or the OTC Bulletin Board, after which their shares will automatically be released from
the lock up on amonthly basis pro rata over a nine month period. The 2,000,000 shares are being registered under
this prospectus.

In addition, at the closing of the Share Exchange, we issued 200,000 shares of our common stock and five year
warrants to purchase 100,000 shares of our common stock at a per share exercise price of $2.50 for investor relations
services (the “IR Securities”). We agreed to register the IR Securities, and the IR Securities are listed in the selling
stockholder table below.

Furthermore, pursuant to the terms of the Share Exchange, we agreed to register atotal of 664,000 shares of common
stock held by our shareholders immediately prior to the Share Exchange. Of these 664,000 shares held by our
shareholders, 348,600 shares would be covered by the resale registration statement filed in connection with the
Private Placement and 315,400 shares, which are held by affiliates of Westpark Capital, Inc. (“WestPark™) are to be
included in a subsequent registration statement filed by us within ten days after the end of the six month period that
immediately follows the date on which we file the registration statement to register the sharesissued in the Private
Placement. The 348,600 shares are being registered under this prospectus.
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Percentage
of Shares
of
Common Number Nsl?]mber Cf>f geéﬁg?ggoi
Number of Stock of Shares areso
Shar es of Beneficially of C‘;”gg;"” Cgt”g,’g‘f”
Common Owned Common Beneficially Beneficially
Beneiicall Tihe’  Regawed  Ate At
enefici e ister . _
Owned Prigr Offering f%% Sale Coror,'cptlﬁgon C°g}%‘$°”
Name of Selling Shareholder to Offering (D Her eby Offering (2) Offering (2)
MidSouth Investor Fund LP 388,889(3) 2.0% 388,889(3) —
Public Equity Group, Inc. 300,000(4) 1.6 300,000(4) — —
Debbie Schwartzberg 255,640 1.3 255,640
J&N Invest, LLC 166,667(5) * 166,667(5) — —
Fredric Colman 166,667 * 166,667 — —
Arthur Luxenberg 111,111 * 111,111 — —
Nutmeg Group 111,111(6) * 111,111(6) — —
Rick Berdon Defined Benefit 81,000(7) * 81,000(7) — —
Andrea Weinberger 61,111 * 61,111 — —
Thomas J. Poletti 59,760 * 59,760
Paul Masters IRA 58,500(8) * 58,500(8) — —
David Clarke 55,556 * 55,556 — —
Douglas Kuber 55,556 * 55,556 — —
Mark Nielsen 55,551 * 55,551 — —
David E. and Marian L. Fass 41,667 * 41,667 — —
Jeffrey Schnapper 41,667 * 41,667 — —
Michael Ira Glantz 33,333 * 33,333 — —
Richard A. & Donna C. Hoefer 33,333 * 33,333 — —
Kathleen Datys 33,333 * 33,333 — —
George Glenn [zmirian 33,330 * 33,330 — —
Glenn Krinsky 33,200 * 33,200
David Grant Sinclair 27,778 * 27,778 — —
Gilbert D. Raker 27,778 * 27,778 — —
David Weinberg 27,778 * 27,778 — —
Michael Nimaroff 27,778 * 27,778 — —
Kagel Family Trust 27,778(9) * 27,778(9) — —
Howard Berg 27,778 * 27,778 — —
Alvin S. Michaglson, Esqg.
Professional Corporate
Retirement Trust 27,778(10) * 27,778(10) — —
Israel J. and Marilyn Sue
Freeman 27,778 * 27,778 — —
Arthur Berrick & Sharon Berrick 27,778 * 27,778 — —
David C. Katz 22,222 * 22,222 — —
Harry and Marilyn Datys 22,222 * 22,222 — —
Heidtke & Co. 401(k) Plan 18,170(11) * 18,170(11) — —
Dennis Holman 16,667 * 16,667 — —
Jerry Nathan Riff 16,667 * 16,667 — —
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Miriam S. Mooney Trust FBO

Catherine F. Sotto 16,667(12) * 16,667(12)
Miriam S. Mooney FBO Joan F.

Connolly 16,667(12) * 16,667(12)
Miriam S. Mooney Trust FBO

David R. Forrer 15,667(12) * 15,667(12)
William Sheppard 13,889 * 13,889
Francis J. Elenio 13,889 * 13,889
Allan Berry 11,111 * 11,111
Howard Izes 11,111 * 11,111
Mitchell Y ablonsky 11,111 * 11,111
Dennis O’Donnell 10,000 * 10,000
Anthony Richard Mormando 5,556 * 5,556

* |ndicates less than 1.0%.
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Based on 19,119,400 shares of common stock outstanding as of the date of this prospectus. The number of
shares of our common stock outstanding excludes (i) 100,000 shares of our common stock issuable upon
exercise of outstanding warrants and (ii) up to [ ] shares of our common stock to be offered by
usin afirm commitment public offering concurrently herewith.

Represents the amount of shares that will be held by the selling stockholders after completion of this offering
based on the assumption that all shares registered for sale hereby will be sold. However, the selling
stockholders may offer all, some or none of the shares pursuant to this prospectus, and to our knowledge there
are currently no agreements, arrangements or understanding with respect to the sale of any of the shares that
may be held by the selling stockholders after completion of this offering.

Lyman O. Heidtke, as general partner, has voting and investment control over the shares owned by this entity.

Includes 100,000 shares of common stock underlying warrants that are currently exercisable. Brad Steward
has voting and investment control over the shares owned by this entity.

David L. Kagel has voting and investment control over the shares owned by this entity.

Randall S. Goulding, as manager, has voting and investment control over the shares owned by this entity.
Rick Berdon, as owner, has voting and investment control over the shares owned by this entity.

Paul Masters has voting and investment control over these shares.

Jeffrey Rubin has voting and investment control over the shares owned by this entity.

Alvin S. Michaelson has voting and investment control over the shares owned by this entity.

Lyman O. Heidtke, as trustee, has voting and investment control over the shares owned by this entity.

John O. Forrer, astrustee, has voting and investment control over the shares owned by this entity.
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Except as described below and in this Selling Stockholders section, none of the selling stockholders, to our
knowledge, has had a material relationship with our company other than as a shareholder at any time within the past
three years:

» Debbie Schwartzberg is a noteholder of the parent company of WestPark Capital, Inc., which
entitles her to a 1.5% interest in the net profits of the parent company of WestPark Capital, Inc.
Some of the controlling shareholders and control persons of WestPark Capital, Inc. were also, prior
to the completion of the Share Exchange, controlling shareholders and control persons of our
company, including Richard Rappaport, who is the Chief Executive Officer of WestPark and was
the President and a significant shareholder of our company prior to the Share Exchange, and
Anthony C. Pintsopoulos, who is the Chief Financial Officer of Westpark and was a controlling
stockholders and an officer and director of our company prior to the Share Exchange. Each of
Messrs. Rappaport and Pintsopoul os resigned from all of their executive and director positions with
our company upon the closing of the Share Exchange.

« Thomas Poletti isa partner of Kirkpatrick & Lockhart Nicholson Graham LLP, which is providing
U.S. legal representation to us.
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PLAN OF DISTRIBUTION

The selling stockholders of our common stock and any of their pledgees, assignees and successors-in-interest may,
from time to time, sell any or all of their shares of common stock on any stock exchange, market or trading facility
on which the shares are traded or in private transactions. These sales may be at fixed or negotiated prices. The selling
stockholders may use any one or more of the following methods when selling shares:

« ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers,

o block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a
portion of the block as principal to facilitate the transaction;

 purchases by abroker-dealer as principal and resale by the broker-dealer for its account;
« an exchange distribution in accordance with the rules of the applicable exchange;

o privately negotiated transactions,

o settlement of short sales entered into after the date of this prospectus;

« broker-dealers may agree with the selling stockholders to sell a specified number of such shares at a stipulated
price per share;

« acombination of any such methods of sale;

o through the writing or settlement of options or other hedging transactions, whether through an options
exchange or otherwise; or

« any other method permitted pursuant to applicable law.

The selling stockholders may also sell shares under Rule 144 under the Securities Act of 1933, as amended (the
“Securities Act”), if available, rather than under this prospectus.

Broker-dealers engaged by the selling stockholders may arrange for other brokers-dealersto participate in sales.
Broker-dealers may receive commissions or discounts from the selling stockholders (or, if any broker-dealer acts as
agent for the purchaser of shares, from the purchaser) in amounts to be negotiated. Each selling stockholder does not
expect these commissions and discounts relating to its sales of shares to exceed what is customary in the types of
transactions involved.

In connection with the sale of our common stock or interests therein, the selling stockholders may enter into hedging
transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of the
common stock in the course of hedging the positions they assume. The selling stockholders may also sell shares of
our common stock short and deliver these securities to close out their short positions, or loan or pledge the common
stock to broker-dealers that in turn may sell these securities. The selling stockholders may also enter into option or
other transactions with broker-dealers or other financial institutions or the creation of one or more derivative
securities which require the delivery to such broker-dealer or other financial institution of shares offered by this
prospectus, which shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as
supplemented or amended to reflect such transaction).
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The selling stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed to be
“underwriters” within the meaning of the Securities Act in connection with such sales. In such event, any
commissions received by such broker-dealers or agents and any profit on the resale of the shares purchased by them
may be deemed to be underwriting commissions or discounts under the Securities Act. Each selling stockholder has
informed us that it does not have any agreement or understanding, directly or indirectly, with any person to distribute
the common stock.

We are required to pay certain fees and expenses incurred by us incident to the registration of the shares. We have
agreed to indemnify the selling stockholders against certain losses, claims, damages and liabilities, including
liabilities under the Securities Act.

Because selling stockholders may be deemed to be “underwriters” within the meaning of the Securities Act, they will
be subject to the prospectus delivery requirements of the Securities Act. In addition, any securities covered by this
prospectus which qualify for sale pursuant to Rule 144 under the Securities Act may be sold under Rule 144 rather
than under this prospectus. Each selling stockholder has advised us that they have not entered into any agreements,
understandings or arrangements with any underwriter or broker-dealer regarding the sale of the resale shares. There
is no underwriter or coordinating broker acting in connection with the proposed sale of the resale shares by the
selling stockholders.

We agreed to keep this prospectus effective until the earlier of (i) the date on which the shares may be resold by the
selling stockholders without registration and without regard to any volume limitations by reason of Rule 144(k)

under the Securities Act or any other rule of similar effect or (ii) al of the shares have been sold pursuant to the
prospectus or Rule 144 under the Securities Act or any other rule of similar effect. The resale shares will be sold only
through registered or licensed brokers or dealersif required under applicable state securities laws. In addition, in
certain states, the resale shares may not be sold unless they have been registered or qualified for sale in the applicable
state or an exemption from the registration or qualification requirement is available and is complied with.

Under applicable rules and regulations under the Exchange Act, any person engaged in the distribution of the resale
shares may not simultaneously engage in market making activities with respect to our common stock for a period of
two business days prior to the commencement of the distribution. In addition, the selling stockholders will be subject
to applicable provisions of the Exchange Act and the rules and regulations thereunder, including Regulation M,
which may limit the timing of purchases and sales of shares of our common stock by the selling stockholders or any
other person. We will make copies of this prospectus available to the selling stockholders and have informed them of
the need to deliver a copy of this prospectus to each purchaser at or prior to the time of the sale.
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LEGAL MATTERS

The validity of the common stock offered by this prospectus will be passed upon for us by Kirkpatrick & Lockhart
Nicholson Graham LLP, Los Angeles, California. A partner of Kirkpatrick & Lockhart Nicholson Graham LLP owns
59,760 shares of common stock of our company.

EXPERTS

The consolidated financial statements of China Shenghuo Pharmaceutical Holdings, Inc. as of December 31, 2005
and 2004 and for the years ended December 31, 2005 and 2004, appearing in this Prospectus and Registration
Statement have been audited by Hansen, Barnett & Maxwell, PC, an independent registered public accounting firm,
as set forth in their report thereon appearing el sewhere herein, and are included in reliance upon such report given on
the authority of such firm as experts in accounting and auditing.

ADDITIONAL INFORMATION

We filed with the Securities and Exchange Commission aregistration statement on Form SB-2 under the Securities
Act of 1933 for the shares of common stock in this offering. This prospectus does not contain all of the information
in the registration statement and the exhibits and schedule that were filed with the registration statement. For further
information with respect to us and our common stock, we refer you to the registration statement and the exhibits and
schedule that were filed with the registration statement. Statements contained in this prospectus about the contents of
any contract or any other document that isfiled as an exhibit to the registration statement are not necessarily
complete, and we refer you to the full text of the contract or other document filed as an exhibit to the registration
statement. A copy of the registration statement and the exhibits and schedules that were filed with the registration
statement may be inspected without charge at the Public Reference Room maintained by the Securities and Exchange
Commission at 450 Fifth Street, N.W., Washington, D.C. 20549, and copies of all or any part of the registration
statement may be obtained from the Securities and Exchange Commission upon payment of the prescribed fee.
Information regarding the operation of the Public Reference Room may be obtained by calling the Securities and
Exchange Commission at 1-800-SEC-0330. The Securities and Exchange Commission maintains aweb site that
contains reports, proxy and information statements, and other information regarding registrants that file electronically
with the SEC. The address of the site is www.sec.gov.

We filed a Form 10-SB with the SEC and, as aresult, we are subject to the information and periodic reporting
requirements of the Securities Exchange Act of 1934, and in accordance with the Securities Exchange Act of 1934,
we file annual, quarterly and special reports, and other information with the Securities and Exchange Commission.
These periodic reports, and other information are available for inspection and copying at the regional offices, public
reference facilities and website of the Securities and Exchange Commission referred to above.
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PART II
INFORMATION NOT REQUIRED IN THE PROSPECTUS

Item 24. Indemnification of directors and officers

Under Section 145 of the General Corporation Law of the State of Delaware, the Company can indemnify its
directors and officers against liabilities they may incur in such capacities, including liabilities under the Securities
Act of 1933, as amended (the “Securities Act). The Company’s certificate of incorporation provides that, pursuant
to Delaware law, its directors shall not be liable for monetary damages for breach of the directors’ fiduciary duty of
care to the Company and its stockholders. This provision in the certificate of incorporation does not eliminate the
duty of care, and in appropriate circumstances equitable remedies such as injunctive or other forms of nonmonetary
relief will remain available under Delaware law. In addition, each director will continue to be subject to liability for
breach of the director’s duty of loyalty to the Company or its stockholders, for acts or omissions not in good faith or
involving intentional misconduct or knowing violations of the law, for actions leading to improper personal benefit to
the director, and for payment of dividends or approval of stock repurchases or redemptions that are unlawful under
Delaware law. The provision also does not affect a director’s responsibilities under any other law, such as the federal
securities laws or state or federal environmental laws.

The Company’s bylaws provide for the indemnification of its directors to the fullest extent permitted by the
Delaware General Corporation Law. The Company’s bylaws further provide that its Board of Directors has discretion
to indemnify its officers and other employees. The Company is required to advance, prior to the final disposition of
any proceeding, promptly on request, all expenses incurred by any director or executive officer in connection with
that proceeding on receipt of an undertaking by or on behalf of that director or executive officer to repay those
amountsiif it should be determined ultimately that he or she is not entitled to be indemnified under the Company’s
bylaws or otherwise. The Company is not, however, required to advance any expenses in connection with any
proceeding if a determination is reasonably and promptly made by its Board of Directors by a mgority vote of a
guorum of disinterested Board members that (a) the party seeking an advance acted in bad faith or deliberately
breached his or her duty to the Company or its stockholders and (b) as aresult of such actions by the party seeking an
advance, it is more likely than not that it will ultimately be determined that such party is not entitled to
indemnification pursuant to the applicable sections of its bylaws.

The Company has been advised that in the opinion of the Securities and Exchange Commission, insofar as
indemnification for liabilities arising under the Securities Act may be permitted to the Company’s directors, officers
and controlling persons pursuant to the foregoing provisions, or otherwise, such indemnification is against public
policy as expressed in the Securities Act and is therefore unenforceable. In the event aclaim for indemnification
against such liabilities (other than the Company’s payment of expensesincurred or paid by its director, officer or
controlling person in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, the Company will, unlessin the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
of whether such indemnification by the Company is against public policy as expressed in the Securities Act and will
be governed by the final adjudication of such issue.

The Company will enter into indemnification agreements with each of its directors and officers that are, in some
cases, broader than the specific indemnification provisions permitted by Delaware law, and that may provide
additional procedural protection. The indemnification agreements require the Company, among other things, to:

o indemnify officers and directors against certain liabilities that may arise because of their status as officers or
directors,

o advance expenses, as incurred, to officers and directors in connection with alegal proceeding, subject to
limited exceptions; or

o oObtain directors’ and officers’ insurance.
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At present, there is no pending litigation or proceeding involving any of the Company’s directors, officers or
employees in which indemnification is sought, nor is the Company aware of any threatened litigation that may result
in claims for indemnification.

Item 25. Other expenses of issuance and distribution
The following table sets forth the costs and expenses, other than underwriting discounts and commissions, if any,

payable by the Registrant relating to the sale of common stock being registered. All amounts are estimates except the
SEC registration fee.

Securities and Exchange Commission registration fee* $ 1,140
NASD Filing Fee* *x
American Stock Exchange Listing Fee* *x

**

Transfer Agent Fees

Blue Sky Fees and Expenses
Accounting fees and expenses
Legal fees and expenses
Miscellaneous

Total $ *%

**

**

**

**

*All amounts are estimates other than the Commission’s registration fee, NASD filing fee and American Stock
Exchange listing fee.

** To be completed by amendment.
Item 26. Recent sales of unregistered securities

On August 31, 2006, pursuant to the terms of the Exchange Agreement entered into by and between the Company,
Kunming Shenghuo Pharmaceutical (Group) Co., Ltd. (“Shenghuo China”) and Lan’s Int’l Medicine Investment Co.,
Limited, aHong Kong corporation and shareholder holding 93.75% of the equity interest of Shenghuo China
(“LIMI”), the Company issued 16,255,400 shares of common stock to the shareholder and its designees in exchange
for 93.75% of the equity interest of Shenghuo China. Pursuant to the Exchange Agreement, as amended, we issued
15,213,000 shares of common stock to LIMI and 567,600 and 474,800 shares of common stock to Marvel
International Limited and FirstAlliance Financial Group, Inc., respectively, as designees of the shareholder. The
securities were offered and sold to investors in reliance upon exemptions from registration pursuant to Section 4(2)
under the Securities Act of 1933, as amended, and Rule 506 promulgated thereunder. Each of the LIMI, Marvel
International Limited and FirstAlliance Financial Group, Inc. qualified as an accredited investor (as defined by Rule
501 under the Securities Act of 1933, as amended).

On August 31, 2006, immediately following the closing of the Share Exchange, the Company received gross
proceeds of $1,800,000 in a private placement transaction (the “Private Placement”™). Pursuant to subscription
agreements entered into with the investors, the Company sold an aggregate of 2,000,000 shares of its common stock
at aprice of $0.90 per share. The Company agreed to file aregistration statement covering the common stock sold in
the private placement within 30 days of the closing of the Share Exchange pursuant to the subscription agreement
with each investor. The securities were offered and sold to investors in reliance upon exemptions from registration
pursuant to Section 4(2) under the Securities Act of 1933, as amended, and Rule 506 promulgated thereunder. Each
of the persons and/or entities recelving the Company’s securities qualified as an accredited investor (as defined by
Rule 501 under the Securities Act of 1933, as amended).
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On August 31, 2006, at the closing of the Share Exchange, the Company issued to an investment firm 200,000 shares
of its common stock and five year warrants to purchase 100,000 shares of our common stock at a per share exercise
price of $2.50 for investor relations services (the “IR Securities”). The securities were offered and sold to investment
firm in reliance upon exemptions from registration pursuant to Section 4(2) under the Securities Act of 1933, as
amended, and Rule 506 promulgated thereunder. The investment firm qualified as an accredited investor (as defined
by Rule 501 under the Securities Act of 1933, as amended).
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Item 27. Exhibits

1.1*

21

2.1(a)

2.1(b)

31

3.2

3.3

5.1*

10.1

10.2

10.3

10.4

10.5

Form of Underwriting Agreement

Share Exchange Agreement, dated as of June 30, 2006, by and among the Registrant, Kunming
Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine Investment Co., Limited
(incorporated by referenced from Exhibit 2.1 to the Quarterly Report on Form 10-QSB filed with the
Securities and Exchange Commission on July 28, 2006).

Amendment No. 1 to the Share Exchange Agreement, dated as of August 11, 2006, by and among the
Registrant, Kunming Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine
Investment Co., Limited (incorporated by referenced from Exhibit 2.1(a) to the Current Report on
Form 8-K filed with the Securities and Exchange Commission on August 18, 2006).

Amendment No. 2 to the Share Exchange Agreement, dated as of August 28, 2006, by and among the
Registrant, Kunming Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine
Investment Co., Limited (incorporated by reference from Exhibit 2.1(b) to Current Report on Form 8-
K filed with the Securities and Exchange Commission on September 1, 2006).

Certificate of Incorporation of the Registrant (incorporated by reference from Exhibit 3.1 to
Registration Statement on Form 10-SB filed with the Securities and Exchange Commission on August
29, 2005).

Bylaws of the Registrant (incorporated by reference from Exhibit 3.2 to Registration Statement on
Form 10-SB filed with the Securities and Exchange Commission on August 29, 2005, and
incorporated herein by reference).

Articles of Merger Effecting Name Change (incorporated by reference from Exhibit 3.3 to Current
Report on Form 8-K filed with the Securities and Exchange Commission on September 1, 2006).

Opinion of Kirkpatrick & Lockhart Nicholson Graham LLP

Form of Subscription Agreement dated August 31, 2006 (incorporated by reference from Exhibit 10.1
to Current Report on Form 8-K filed with the Securities and Exchange Commission on September 1,
2006).

Employment Agreement dated December 3, 2004 by and between Gui Hua Lan and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.2 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Feng Lan and the Registrant
(translated to English) (incorporated by reference from Exhibit 10.3 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Lei Lan and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.4 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Qiong Hua Gao and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.5 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).
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10.6 Employment Agreement dated December 3, 2004 by and between Peng Chen and the Registrant
(translated to English) (incorporated by reference from Exhibit 10.6 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

10.7 Employment Agreement dated December 3, 2004 by and between Zheng Yi Wang and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.7 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).
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16.1 Letter from AJ. Robbins, PC to the Securities and Exchange Commission dated September 1, 2006
(incorporated by reference from Exhibit 16.1 to Current Report on Form 8-K filed with the Securities
and Exchange Commission on September 1, 2006).

21.1 List of Subsidiaries (incorporated by reference from Exhibit 21.1 to Current Report on Form 8-K filed
with the Securities and Exchange Commission on September 1, 2006).

231 Consent of Hansen, Barnett & Maxwell, PC

23.2* Consent of Kirkpatrick & Lockhart Nicholson Graham LLP (contained in Exhibit 5.1)

24.1 Power of Attorney (included in signature page)

* To be filed by amendment.
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I[tem 28. Undertakings

The undersigned small business issuer hereby undertakes with respect to the securities being offered and sold in this
offering:

The undersigned Registrant hereby undertakes that to file, during any period in which offers or sales are being made,
a post-effective amendment to this registration statement:

i. Toincluding any prospectus by Section 10(a)(3) of the Securities Act of 1933;

ii. To reflect in the prospectus any facts or events arising after the effective date of the registration
statement (or the most recent post-effective amendment thereof) which, individually or in the aggregate,
represent afundamental change in the information set forth in the registration statement.
Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total
dollar value of securities offered would not exceed that which was registered) and any deviation from
the low or high end of the estimated maximum offering range may be reflected in the form of
prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate offering price set
forth in the “Calculation of Registration Fee” table in the effective registration statement;

iii. Toinclude any material information with respect to the plan of distribution not previously disclosed
in the registration statement or any material change in such information in registration statement.

That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

To remove from registration by means of post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

For determining liability of the undersigned small business issuer under the Securities Act to any purchaser in the
initial distribution of the securities, the undersigned small business issuer undertakes that in a primary offering of
securities of the undersigned small business issuer pursuant to this registration statement, regardless of the
underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser
by means of any of the following communications, the undersigned small businessissuer will be a seller to the
purchaser and will be considered to offer or sell such securities to the purchaser:

i. in any preliminary prospectus or prospectus of the undersigned small business issuer relating to the
offering required to be filed pursuant to Rule 424;

ii. any free writing prospectus relating to the offering prepared by or on behalf of the undersigned small
businessissuer or used or referred to by the undersigned small business issuer;

iii. the portion of any other free writing prospectus relating to the offering containing material
information about the undersigned small business issuer or its securities provided by or on behalf of the
undersigned small business issuer; and

iv. any other communication that is an offer in the offering made by the undersigned small business
issuer to the purchaser.

Insofar asindemnification for liabilities arising under the Securities Act of 1933 (the “Act”) may be permitted to
directors, officers and controlling persons of the small business issuer pursuant to the foregoing provisions, or
otherwise, the small business issuer has been advised that in the opinion of the Securities and Exchange Commission
such indemnification is against public policy as expressed in the Act and is, therefore, unenforceable.
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In the event that a claim for indemnification against such liabilities, other than the payment by the small business
issuer of expenses incurred and paid by a director, officer or controlling person of the small businessissuer in the
successful defense of any action, suit or proceeding, is asserted by such director, officer or controlling personin
connection with the securities being registered hereby, the small business issuer will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Securities Act of 1933 and will be

governed by the final adjudication of such issue.
11-5
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The undersigned Registrant hereby undertakes that it will:

(i) for determining any liability under the Securities Act, treat the information omitted from the form of
prospectus filed as part of this registration statement in reliance upon Rule 430A and contained in a
form of prospectus filed by the small businessissuer under Rule 424(b)(1), or (4) or 497(h) under the
Securities Act as part of thisregistration statement as of the time the Commission declared it effective.

(ii) for determining any liability under the Securities Act, treat each post-effective amendment that
contains aform of prospectus as a new registration statement for the securities offered in the
registration statement, and that offering of the securities at that time as the initial bona fide offering of
those securities.
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SIGNATURES

Pursuant to the requirements of the Securities Act, the Registrant has duly caused this Registration Statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the Province of Y unnan, People’s Republic of
China, on the 29th day of September, 2006.

CHINA SHENGHUO PHARMACEUTICAL
HOLDINGS, INC.

By: /s/ Gui HuaLan

Name Gui HuaLan
Title: Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Gui Hua Lan, as histrue and lawful attorney-in-fact and agent, with full power of substitution and
resubstitution, for him and in his name, place and stead, in any and all capacities, to sign any and all amendments to
this Form SB-2, and to file the same, with al exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Commission and any other regulatory authority, granting unto said attorney-in-fact and
agent, full power and authority to do and perform each and every act and thing requisite and necessary to be donein
connection therewith, as fully to all intents and purposes as he might or could do in person, hereby ratifying and
confirming all that said attorney-in-fact and agent, or his substitute or substitutes, may lawfully do or cause to be
done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed
by the following persons in the capacities and on the dates indicated:

SIGNATURE TITLE DATE
Chief Executive Officer and Chairman of the

/s/ Gui HuaLan Board September 29, 2006
Gui HuaLan (Principal Executive Officer)
/s/ Qiong Hua Gao Chief Financia Officer September 29, 2006
Qiong Hua Gao (Principal Financial and Accounting Officer)
/sl Feng Lan President and Director September 29, 2006
Feng Lan
/s Lei Lan Executive Director of Sales and Director September 29, 2006
Lei Lan

_ Executive Director of Exports, Corporate September 29, 2006
/sl Zheng Yi Wang Secretary
Zheng Yi Wang and Director
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21

2.1(a)

2.1(b)

31

3.2

3.3

5.1*

10.1

10.2

10.3

10.4

10.5

EXHIBIT INDEX

Form of Underwriting Agreement

Share Exchange Agreement, dated as of June 30, 2006, by and among the Registrant, Kunming
Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine Investment Co., Limited
(incorporated by referenced from Exhibit 2.1 to the Quarterly Report on Form 10-QSB filed with the
Securities and Exchange Commission on July 28, 2006).

Amendment No. 1 to the Share Exchange Agreement, dated as of August 11, 2006, by and among the
Registrant, Kunming Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine
Investment Co., Limited (incorporated by referenced from Exhibit 2.1(a) to the Current Report on
Form 8-K filed with the Securities and Exchange Commission on August 18, 2006).

Amendment No. 2 to the Share Exchange Agreement, dated as of August 28, 2006, by and among the
Registrant, Kunming Shenghuo Pharmaceutical (Group) Co., Ltd., and Lan’s Int’l Medicine
Investment Co., Limited (incorporated by reference from Exhibit 2.1(b) to Current Report on Form 8-
K filed with the Securities and Exchange Commission on September 1, 2006).

Certificate of Incorporation of the Registrant (incorporated by reference from Exhibit 3.1 to
Registration Statement on Form 10-SB filed with the Securities and Exchange Commission on August
29, 2005).

Bylaws of the Registrant (incorporated by reference from Exhibit 3.2 to Registration Statement on
Form 10-SB filed with the Securities and Exchange Commission on August 29, 2005, and
incorporated herein by reference).

Articles of Merger Effecting Name Change (incorporated by reference from Exhibit 3.3 to Current
Report on Form 8-K filed with the Securities and Exchange Commission on September 1, 2006).

Opinion of Kirkpatrick & Lockhart Nicholson Graham LLP

Form of Subscription Agreement dated August 31, 2006 (incorporated by reference from Exhibit 10.1
to Current Report on Form 8-K filed with the Securities and Exchange Commission on September 1,
2006).

Employment Agreement dated December 3, 2004 by and between Gui Hua Lan and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.2 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Feng Lan and the Registrant
(translated to English) (incorporated by reference from Exhibit 10.3 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Lei Lan and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.4 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

Employment Agreement dated December 3, 2004 by and between Qiong Hua Gao and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.5 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).
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10.6 Employment Agreement dated December 3, 2004 by and between Peng Chen and the Registrant
(translated to English) (incorporated by reference from Exhibit 10.6 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

10.7 Employment Agreement dated December 3, 2004 by and between Zheng Yi Wang and the Registrant
(trandlated to English) (incorporated by reference from Exhibit 10.7 to Current Report on Form 8-K
filed with the Securities and Exchange Commission on September 1, 2006).

16.1 Letter from AJ. Robbins, PC to the Securities and Exchange Commission dated September 1, 2006
(incorporated by reference from Exhibit 16.1 to Current Report on Form 8-K filed with the Securities
and Exchange Commission on September 1, 2006).
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21.1 List of Subsidiaries (incorporated by reference from Exhibit 21.1 to Current Report on Form 8-K filed
with the Securities and Exchange Commission on September 1, 2006).

231 Consent of Hansen, Barnett & Maxwell, PC

23.2* Consent of Kirkpatrick & Lockhart Nicholson Graham LLP (contained in Exhibit 5.1)

24.1 Power of Attorney (included in signature page)

* To be filed by amendment.
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