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China Pharma Holdings, Inc.
No 17 Jinpan Road, 2nd Floor

Haikou, Hainan Province
The People’s Republic of China  570216

November 12, 2010

Dear Stockholder:

On behalf of the Board of Directors of China Pharma Holdings, Inc., I invite you to attend our 2010 Annual Meeting
of Stockholders (the “Annual Meeting”).  We hope you can join us.  The Annual Meeting will be held at the following
address:

At: No. 101 Conference Room, 3F, Mingguang Hotel,
No. 9 Nanhai Ave.
Haikou, Hainan, China 570216

On: December 22, 2010

Time:1:00 p.m., local time

The Notice of Annual Meeting of Stockholders, the Proxy Statement and the proxy card accompany this letter.

At the Annual Meeting, which we are holding in December this year solely to comply with Section 704 of the NYSE
Amex Company Guide, we will report on important activities and accomplishments of our company and review our
financial performance and business operations.  You will have an opportunity to ask questions and gain an up-to-date
perspective on our company and its activities, and to meet certain of our directors and key executives.

As discussed in the enclosed Proxy Statement, at the Annual Meeting our stockholders will be considering the
approval of our 2010 Long-Term Incentive Plan and any other business matters properly brought before the Annual
Meeting.

We know that many of our stockholders will be unable to attend the Annual Meeting.  We are soliciting proxies so
that each stockholder has an opportunity to vote on all matters that are scheduled to come before the stockholders at
the Annual Meeting.  Whether or not you plan to attend, please take the time now to read the Proxy Statement and
vote via the Internet or, if you prefer, submit by mail a paper copy of your proxy or voter instructions card, so that
your shares are represented at the meeting.  You may also revoke your proxy or voter instructions before or at the
Annual Meeting.  Regardless of the number of our shares you own, your presence in person or by proxy is important
for quorum purposes and your vote is important for proper corporate action.

Thank you for your continuing interest in China Pharma Holdings, Inc.  We look forward to seeing you at the Annual
Meeting.

If you have any questions about the Proxy Statement, please contact us at China Pharma Holdings, Inc., 2nd Floor,
No. 17 Jinpan Road, Haikou, Hainan  Province, The People’s Republic of China 570216.

Sincerely,
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Zhilin Li
Chairman of the Board
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CHINA PHARMA HOLDINGS, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

to be held on

December 22, 2010

To the Stockholders of China Pharma Holdings, Inc.:

Notice is hereby given that the Annual Meeting of Stockholders (the “Annual Meeting”) of China Pharma Holdings,
Inc., a Delaware corporation, will be held on Wednesday, December 22, 2010, at 1:00 p.m., local time, at No. 101
Conference Room, 3F, Mingguang Hotel, No. 9 Nanhai Ave. Haikou, Hainan, China 570216, for the following
purposes:

1. To approve the adoption of the China Pharma Holdings, Inc. 2010
Long-Term Incentive Plan; and

2. To transact such other business as may properly come before the
Annual Meeting or any adjournment thereof.

Only stockholders of record at the close of business on November 5, 2010 (the “Record Date”) are entitled to notice of,
and to vote at, the Annual Meeting and any adjournment or postponement thereof.  In accordance with the rules of the
Securities and Exchange Commission, we posted our proxy materials on the Internet beginning on November 12,
2010, the date we will mail Notices of Internet Availability of Proxy Materials (and, to the extent required or
appropriate, full sets of proxy materials) to the holders of record and beneficial owners of our common stock as of the
close of business on the Record Date.

A Proxy Statement describing the matters to be considered at the Annual Meeting is attached to this Notice.

It is important that your shares are represented at the Annual Meeting.  We urge you to review the attached Proxy
Statement and, whether or not you plan to attend the Annual Meeting in person, please vote your shares promptly by
casting your vote via the Internet or, if you receive a full set of proxy materials by mail or request one be mailed to
you, and prefer to mail your proxy or voter instructions, please complete, sign, date, and return your proxy or voter
instructions card in the pre-addressed envelope provided, which requires no additional postage if mailed in the United
States.  You may revoke your vote by submitting a subsequent vote over the Internet or by mail before the Annual
Meeting, or by voting in person at the Annual Meeting.

If you plan to attend the meeting, please notify us of your intentions.  This will assist us with meeting preparations.  If
your shares are not registered in your own name and you would like to attend the Annual Meeting, please follow the
instructions contained in the Notice of Internet Availability of Proxy Materials and any other information forwarded to
you by your broker, trust, bank, or other holder of record to obtain a valid proxy from it.  This will enable you to gain
admission to the Annual Meeting and vote in person.

By Order of the Board of Directors,

Zhilin Li
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Chairman of the Board
November 12, 2010
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CHINA PHARMA HOLDINGS, INC.
No. 17 Jinpan Road, 2nd Floor

Haikou, Hainan Province
The People’s Republic of China 570215

_____________

PROXY STATEMENT
_____________

INFORMATION CONCERNING SOLICITATION AND VOTING

This Proxy Statement and the accompanying proxy are being furnished with respect to the solicitation of proxies by
the Board of Directors of China Pharma Holdings, Inc., a Delaware corporation (the "Company", "we" or "us"), for
our 2010 Annual Meeting of Stockholders (the “Annual Meeting”).  The Annual Meeting will be held on Wednesday,
December 22, 2010, at 1:00 p.m., local time, and at any adjournment(s) or postponement(s) thereof, at No. 101
Conference Room, 3F, Mingguang Hotel, No. 9 Nanhai Ave. Haikou, Hainan, China 570216.

The date on which the Proxy Statement and form of proxy card are intended to be sent or made available to
stockholders is November 12, 2010.

The purpose of the Annual Meeting is to seek stockholder approval of the China Pharma Holdings, Inc. 2010
Long-Term Incentive Plan.  We will also transact such other business as may properly come before the Annual
Meeting or any adjournment thereof.

Who May Vote

Only stockholders of record of our common stock, par value $.001 per share (“common stock”), as of the close of
business on November 5, 2010 (the “Record Date”) are entitled to notice and to vote at the Annual Meeting and any
adjournment or adjournments thereof.

A list of stockholders entitled to vote at the Annual Meeting will be available at the Annual Meeting and for ten days
prior to the Annual Meeting, during office hours, at our executive offices located at No. 17 Jinpan Road, 2nd Floor,
Haikou, Hainan Province, The People’s Republic of China 570215, by contacting the Secretary of the Board.

The presence at the Annual Meeting of a majority of the outstanding shares of common stock as of the Record Date,
in person or by proxy, is required for a quorum.  Should you submit a proxy or voter instructions, even though you
abstain as to one or more proposals, or you are not present in person at the Annual Meeting, your shares shall be
counted for the purpose of determining if a quorum is present.

Broker “non-votes” are included for the purposes of determining whether a quorum of shares is present at the Annual
Meeting.  A broker “non-vote” occurs when a nominee holder, such as a brokerage firm, bank or trust company, holding
shares of record for a beneficial owner does not vote on a particular proposal because the nominee holder does not
have discretionary voting power with respect to that item and has not received voting instructions from the beneficial
owner.

As of the Record Date, we had issued and outstanding 43,393,642 shares of common stock. Each holder of our
common stock on the Record Date is entitled to one vote for each share then held on all matters to be voted at the
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Annual Meeting.  No other class of voting securities was then outstanding.

Voting Your Proxy

You may vote by proxy over the Internet by following the instructions provided in the Notice of Internet Availability
of Proxy Materials mailed to you or your household.  If you have received printed copies of the proxy materials by
mail, or if you request printed copies of the proxy materials by mail by following the instructions on the Notice of
Internet Availability of Proxy Materials, you can also vote by mail by completing, dating and signing the proxy or
voter instructions card and mailing it in the pre-addressed envelope provided, which requires no additional postage if
mailed in the United States.  You may submit your vote over the Internet until 11:59 a.m. (New York City time) on
December 21, 2010.  If you vote by mail, please be aware that we can recognize your vote only if we receive it by the
close of business of the day before the Annual Meeting.

1
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You may also vote in person at the Annual Meeting.  If your shares are held through a broker, trust, bank, or other
nominee, please refer to the Notice of Internet Availability of Proxy Materials and any other information forwarded to
you by such holder of record to obtain a valid proxy from it.  You will need to bring this legal proxy with you to the
Annual Meeting in order to vote in person.

The shares represented by any proxy duly given will be voted at the Annual Meeting in accordance with the
instructions of the stockholder.  If no specific instructions are given, the shares will be voted FOR the approval of our
2010 Long-Term Incentive Plan.  In addition, if other matters come before the Annual Meeting, the persons named in
the accompanying form of proxy will vote in accordance with their best judgment with respect to such matters.

Each share of our common stock outstanding on the Record Date will be entitled to one vote on all matters. The
approval of our 2010 Long-Term Incentive Plan requires the vote of a majority of the votes cast at the Annual
Meeting.  In counting the votes cast, only those cast “for” and “against” a matter are included. 

Shares which abstain or which are withheld from voting as to a particular matter, and shares held in “street name” by
brokers or nominees who indicate on their proxies that they do not have discretionary authority to vote such shares as
to a particular matter, will not be counted as votes in favor of such matter, and will also not be counted as shares
voting on such matter. Accordingly, abstentions, withheld votes, and “broker non-votes” will have no effect on the
voting on matters that require the affirmative vote of a plurality or a majority of the votes cast or the shares voting on
the matter.

Stockholders have no cumulative voting rights or dissenter’s or appraisal rights relating to the matters to be acted upon
at the Annual Meeting.

Revoking Your Proxy

Even if you submit a proxy or voter instructions, you may revoke your proxy and change your vote. You may revoke
your proxy or voter instructions by submitting a new proxy or voter instructions over the Internet by using the
procedure to vote your shares online described in the Notice of Internet Availability of Proxy Materials.  You may
also revoke your proxy by mail by requesting a copy be mailed to you, executing a subsequently-dated proxy or voter
instructions card, and mailing it in the pre-addressed envelope, which requires no additional postage if mailed in the
United States.  You may also revoke your proxy by your attendance and voting in person at the Annual
Meeting.  Mere attendance at the meeting will not revoke a proxy or voter instructions.  We will vote the shares in
accordance with the directions given in the last proxy or voter instructions submitted in a timely manner before the
Annual Meeting.  You may revoke your vote over the Internet until 11:59 a.m. (EST) on December 21, 2010.  If you
revoke your vote by mail, please be aware that we can recognize the revoked vote only if we receive it by close of
business of the day before the Annual Meeting.

If the Annual Meeting is postponed or adjourned for any reason, at any subsequent reconvening of the Annual
Meeting, all proxies will be voted in the same manner as the proxies would have been voted at the original convening
of the Annual Meeting (except for any proxies that have at that time effectively been revoked or withdrawn), even if
the proxies had been effectively voted on the same or any other matter at a previous meeting.

You are requested, regardless of the number of shares you own or your intention to attend the Annual Meeting, to vote
your shares as described above.

2
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Solicitation of Proxies

We will pay the expenses of solicitation of proxies for the Annual Meeting.  We may solicit proxies by mail, and our
officers and employees may solicit proxies personally or by telephone and will receive no extra compensation from
such activities.  We will reimburse brokerage houses and other nominees for their expenses incurred in sending
proxies and proxy materials to the beneficial owners of shares held by them.

Delivery of Proxy Materials to Households

Only one copy of this Proxy Statement and/or Notice of Internet Availability of Proxy Materials, as applicable, will be
delivered to an address where two or more stockholders reside with the same last name or whom otherwise reasonably
appear to be members of the same family based on the stockholders’ prior express or implied consent.

We will deliver promptly upon written or oral request a separate copy of the Annual Report on Form 10-K, this Proxy
Statement, and/or Notice of Internet Availability of Proxy Materials, as applicable, upon such request.  If you share an
address with at least one other stockholder, currently receive one copy of our annual report, proxy statement and/or
Notice of Internet Availability of Proxy Materials at your residence, and would like to receive a separate copy of our
annual report, proxy statement and Notice of Internet Availability of Proxy Materials for future stockholder meetings
of our company, please follow the instructions for requesting materials indicated on the Notice of Internet Availability
of Proxy Materials sent to your residence and specify this preference in your request.

If you share an address with at least one other stockholder and currently receive multiple copies of our annual reports,
proxy statements or Notices of Internet Availability of Proxy Materials, and you would like to receive a single copy of
annual reports, proxy statements or Notices of Internet Availability of Proxy Materials, please follow the instructions
for requesting materials indicated on the Notice of Internet Availability of Proxy Materials sent to you and specify this
preference in your request.

Interest of Officers and Directors in Matters to Be Acted Upon

As set forth in the description of our proposed 2010 Long-Term Incentive Plan, each of our officers and directors is
eligible to receive awards from time to time under such plan as determined by our board of directors or any committee
of the board that administers such plan.  None of our officers or directors has any other interest in any of the matters to
be acted upon at the Annual Meeting.

SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information as of November 5, 2010 with respect to the beneficial ownership of
our common stock, the sole outstanding class of our voting securities, by (i) any person or group owning more than
5% of each class of voting securities, (ii) each director, (iii) each executive officer and (iv) all executive officers and
directors as a group.

As of November 5, 2010, an aggregate of 43,393,642 shares of our common stock were outstanding.

Name and Address of Beneficial Owners(1)(2)

Amount
and Nature

of Beneficial
Ownership Percent of Class(3)
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Directors and Executive Officers

Zhilin
Li                                                                    
President, Chief Executive Officer
and Chairman of the Board

10,000,000 23.04% 

3

Edgar Filing: CHINA PHARMA HOLDINGS, INC. - Form DEF 14A

13



Amount
and Nature

of Beneficial
Ownership Percent of Class(3)

Frank Waung                                                                    
Chief Financial Officer

102,500(4) *

Jian Yang                                                                    
Secretary

2,278,815 5.25%

Heung Mei Tsui.                                                                    
Director

9,312,651 21.46%

Yingwen Zhang                                                                    
Director

0 -

Gene Michael
Bennett                                                                    
Director

2,100 *

Baowen Dong                                                                    
Director

0 -

Greater than 5% Stockholders

Peter Siris.                                                                    
237 Park Avenue, 9th Floor
New York, New York 10017 

2,759,120(5) 6.36%

Guerrila Capital Management
LLC.                                                                    
237 Park Avenue, 9th Floor
New York, New York 10017 

2,747,120(5) 6.33%

All directors and executive officers as a group (7 persons)
21,696,066 49.9%

__________________

* Represents less than 1%.

(1) Pursuant to Rule 13d-3 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), a person has
beneficial ownership of any securities as to which such person, directly or indirectly, through any contract,
arrangement, undertaking, relationship or otherwise has or shares voting power and/or investment power or as to
which such person has the right to acquire such voting and/or investment power within 60 days.
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(2) Unless otherwise stated, each beneficial owner has sole power to vote and dispose of the shares and the address of
such person is c/o China Pharma Holdings, Inc., No. 17 Jinpan Road, 2nd Floor, Haikou, Hainan Province,
People’s Republic of China 570215.

(3) In determining the percent of common stock owned by the beneficial owners, (a) the numerator is the number of
shares of common stock beneficially owned by such owner, including shares the beneficial ownership of which
may be acquired, within 60 days upon the exercise of the options, if any, held by the owner; and (b) the
denominator is the sum of (i) the total 43,393,642 shares of common stock outstanding as of November 5, 2010,
and (ii) the number of shares underlying the options, which such owner has the right to acquire upon the exercise
of the options within 60 days (for those who have options).

(4) Include option to purchase 100,000 shares granted to Frank Waung in 2009 which were vested on September 30,
2010. Do not include option to purchase 200,000 shares granted to him in 2010 which have not been vested as of
November 5, 2010  and will not be vested within 60 days thereafter.

(5) Guerilla Capital Management LLC (“Guerilla”), an investment fund, beneficially owns or controls 2,747,120 shares
of our common stock as disclosed in a Schedule 13G/A filed with the Securities and Exchange Commission on
February 16, 2010.  Peter Siris is a managing director of Guerilla and is believed to have dispositive and voting
power over the securities held by Guerilla.  In addition, Mr. Siris has beneficial ownership of, and sole voting
power with respect to, 12,000 additional shares of our common stock.

4
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EXECUTIVE COMPENSATION

Summary of Executive Compensation

The following table sets forth information concerning all cash and non-cash compensation awarded to, earned by or
paid to our chief executive officer, our chief financial officer and secretary during the last two fiscal years in all
capacities to our company and our subsidiaries (collectively, the “Named Executive Officers”).  No other executive
officer received compensation in excess of $100,000 during the fiscal years ended December 31, 2009 or 2008.

SUMMARY COMPENSATION TABLE

Name and
principal
position

Year
Ended

Salary
($)

Bonus
($)

Stock
Awards
($)

Option
Awards
($)

Non-Equity
Incentive Plan
Compensation
($)

Nonqualified
Deferred
Compensation
Earnings ($)

All Other
Compensation
($)

Total
($)

Zhilin Li
Chairman, Chief
Executive
Officer and
President

2009
2008

$117,302
 117,084

—
—

—
—

—
—

—
—

—
—

—
—

$117,302
  117,084

Xinhua Wu
Former Chief
Financial
Officer(2)

2009
2008

$  5,103
   73,177

—
—

—
—

—
—

—
—

—
—

—
—

$ 5,103
73,177

Frank Waung
Chief Financial
Officer(2)

2009
2008

$ 36,000
—

—
—

—
—

$134,600(1)
—

—
—

—
—

$10,000
—

$180,600
—

Jian Yang
Secretary

2009
2008

$ 73,314
   73,177

—
—

—
—

—
—

—
—

—
—

—
—

$73,314
  73,177

_____________

(1)Represents the dollar amounts recognized in our year-end 2009 financial statements for reporting purposes in
accordance with SFAS 123(R).  Amounts shown cover awards grated in 2009.  The amounts represent the
compensation costs of awards that are paid in options to purchase shares of the Company’s common stock, the
amounts do not reflect the actual amounts that may be realized by the named executive officer.  The value of the
option of $134,600 was determined using the Black Scholes option pricing model using the simplified method
based on the closing market price of $3.23 per share and assumptions for the risk free interest rate of 1.42% and
volatility of 79.1%. The Company applies the simplified method due to the lack of historical share option exercise
data to provide a reasonable basis upon which to estimate expected term. A more detailed discussion of the
assumptions used in calculating these value may be found in Note 8 to the consolidated audited financial
statements of the Company’s annual report on Form 10-K filed with the Commission on March 4, 2010.
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(2)Effective April 28, 2009, Mr. Xinhua Wu resigned as our Chief Financial Officer and Mr. Frank Waung was
appointed as our Chief Financial Officer. Mr. Waung’s annual salary in 2009 was at the rate of $100,000 per
annum.

Employment Agreements

Zhilin Li.  Hainan Helpson Medical & Biotechnology Co., Ltd., our wholly-owned subsidiary and operating entity in
the People’s Republic of China (“Helpson”), entered into an employment agreement with Ms. Zhilin Li, our Chairman of
the Board and Chief Executive Officer (the “Old Helpson Employment Agreement”) which expired on June 30, 2010.
Upon the expiration of the Old Helpson Employment Agreement, Helpson renewed the agreement with Ms. Li on the
same terms as those of the Old Helpson Employment Agreement.  Pursuant to the terms of the Helpson Employment
Agreement, Ms. Li agreed to continue to serve as Helpson’s chief executive officer for a term of five years at an annual
salary of RMB 800,000 (equivalent to approximately $119,403). Helpson may duly adjust Ms. Li's compensation in
accordance with her production and operation achievement and her technical ability and working performance.
Together with Ms. Li’ compensation from our U.S. holding company level, Ms. Li’s current total annual
compensation  is $200,000.

5
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Frank Waung.  We entered into an employment agreement with Mr. Frank Waung on April 28, 2009, according to
which Mr. Waung agreed to serve as our Chief Financial Officer for one year for an annual salary of $100,000.
According to the agreement, Mr. Waung was granted an option to purchase 100,000 shares, which option fully vested
in September 2010.

Upon the expiration of the original agreement on April 28, 2010, we renewed the agreement with Mr. Waung on the
similar terms.  Pursuant to the terms of the renewed agreement, Mr. Waung agreed to continue to serve as our Chief
Financial Officer for one year at an annual salary of $150,000. Mr. Waung was also granted an additional option to
purchase 200,000 shares of common stock that will vest as 150,000 shares of common stock on April 28, 2011 and
50,000 shares of common stock on April 28, 2011 only if the Company has consummated an offering of its securities
at the minimum amount of $10 million by April 28, 2011.

Payments upon Termination or Change-in-Control

Frank Waung.  Pursuant to the terms of Mr. Waung’s employment agreement, except in connection with certain gross
misconduct, in order to terminate the agreement we must either (i) provide Mr. Waung with 30 days prior written
notice of termination or (ii) pay Mr. Waung one (1) month’s salary upon termination in lieu of providing 30 days prior
written notice. In addition, Mr. Waung shall be entitled to (i) accrued and unpaid vacation through the effective date
of termination; and (ii) all other compensation and benefits that are vested through the effective date of termination.

PRC Law.  Under the applicable laws of the People' Republic of China (the "PRC"), we must pay severance to all
employees who are Chinese nationals and who are terminated with or without cause, or whose employment agreement
with us expires and with whom we choose not to continue their employment.  The severance benefit required to be
paid under the laws of the PRC equals the average monthly compensation paid to the terminated employee (including
any bonuses or other payments made in the 12 months prior to the employee’s termination) multiplied by the number
of years the employee has been employed with us, plus an additional month’s salary if 30 days’ prior notice of such
termination has not been given.  However, if the average monthly compensation to be received by the terminated
employee exceeds three times the average monthly salary of the employee’s local area, as determined and published by
the local government, such average monthly compensation shall be capped at three times the average monthly salary
of the employee’s local area.  Except as described above, none of our executive officers have any other agreement or
arrangement under which he or she may be entitled to severance payments upon termination of employment.

Outstanding Equity Awards at Fiscal Year-End

The following table provides information on all restricted stock and stock option awards held by our named executive
officers as of December 31, 2009. 

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Option Awards Stock  Awards
Name Number of

Securities
Underlying
Unexercised
Options  (#)
Exercisable

Number of
Securities
Underlying
Unexercised
Options
(#)
Unexercisable

Equity
Incentive
Plan
Awards:
Number of
Securities
Underlying
Unexercised

Option
Exercise
Price
($)

Option
Expiration
Date

Number
of
Shares
or Units
of
Stock
That
Have

Market
Value
of
Shares
or
Units
of
Stock

Equity
Incentive
Plan
Awards:
Number
of
Unearned
Shares,

Equity
Incentive
Plan
Awards:
Market
or Payout
Value of
Unearned
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Unearned
Options
(#)

Not
Vested
(#)

That
Have
Not
Vested
($)

Units or
Other
Rights
That
Have Not
Vested
(#)

Shares,
Units or
Other
Rights
That
Have Not
Vested
($)

Frank
Waung
Chief
Financial
Officer —

50,000(1)
50,000(2) —

  2.75
  2.75

4/27/12
9/29/12 — — — —

6
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______________________

(1) These options were issued under our 2009 Stock Option Plan and became exercisable on April 28, 2010.

(2) These options were issued under our 2009 Stock Option Plan and became exercisable on September 30, 2010.

Discussion of Summary Compensation and Grants of Plan-based Awards Tables

A summary of certain material terms of our existing compensation plans and arrangements is set forth below.

2009 Stock Option Plan

On September 2, 2009, our Board of Directors adopted, and on September 3, 2009 our stockholders approved, our
2009 Stock Option Plan (the “2009 Option Plan”), which gave us the ability to grant stock options and restricted stock to
employees or consultants of our company or of any subsidiary of our company and to non-employee members of our
Board of Directors or the board of directors of any of our subsidiaries.  The 2009 Option Plan currently allows for
awards of stock options and restricted stock for up to 1,000,000 shares of common stock.  As of November 5, 2010,
options to purchase an aggregate of 300,000 shares of common stock had been granted under the 2009 Option Plan, of
which none has been exercised or expired.  In connection with the adoption of our 2010 Long-Term Incentive Plan,
subject to stockholder approval, our Board of Directors determined that, if our 2010 Long-Term Incentive Plan is
approved by our stockholders at the Annual Meeting, no additional awards of stock options or restricted stock will be
made under the 2009 Option Plan, and that the 2009 Option Plan will be terminated following the exercise or
expiration of all stock options currently outstanding under such plan.

Director Compensation

The following table sets forth information concerning cash and non-cash compensation paid by our company to our
directors during the last fiscal year ended December 31, 2009.

DIRECTOR COMPENSATION

Name

Fees
Earned
or
Paid in
Cash
($)

Stock
Awards
($)

Option
Awards
($)

Non-Equity
Incentive
Plan
Compensation
($)

Non-Qualified
Deferred
Compensation
Earnings
($)

All
Other
Compensation
($)

Total
($)

Heung Mei Tsui 16,000 — — — — — 16,000
Gene Michael
Bennett

16,000 — — — — — 16,000

Yingwen Zhang 5,865 — — — — — 5,865
Baowen Dong 5,865 — — — — — 5,865

Our directors will also be reimbursed for all of their out-of-pocket expenses in traveling to and attending meetings of
our Board of Directors and committees on which they serve.

7

Edgar Filing: CHINA PHARMA HOLDINGS, INC. - Form DEF 14A

20



Compensation Committee Interlocks and Insider Participation

The members of the Nominating and Compensation Committee of our Board of Directors during fiscal 2009 were
Messrs. Gene Michael Bennett, Baowen Dong and Yingwen Zhang.  During fiscal 2009:

●none of the members of the Nominating and Compensation Committee of our Board of Directors was an officer (or
former officer) or employee of our company or any of its subsidiaries;

●none of the members of the Nominating and Compensation Committee had a direct or indirect material interest in
any transaction in which we were a participant and the amount involved exceeded $120,000;

●none of our executive officers served on the compensation committee (or another board committee with similar
functions or, if none, the entire Board of Directors) of another entity where one of that entity’s executive officers
served on our Nominating and Compensation Committee;

●none of our executive officers was a director of another entity where one of that entity’s executive officers served on
our Nominating and Compensation Committee; and

●none of our executive officers served on the compensation committee (or another board committee with similar
functions or, if none, the entire Board of Directors) of another entity where one of that entity’s executive officers
served as a director on our Board of Directors.

8
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PROPOSAL

PROPOSED ADOPTION OF THE
CHINA PHARMA HOLDINGS, INC.

2010 LONG-TERM INCENTIVE PLAN

On November 12, 2010, the Board adopted the China Pharma Holdings, Inc. 2010 Long-Term Incentive Plan (the
"Plan"), subject to approval by the Company's shareholders.  The Board determined to submit the Plan to the
Company's shareholders.  The Company's shareholders are now requested to approve the adoption of the Plan.

A general description of the basic features of the Plan is set forth below.  Such description is qualified in its entirety
by reference to the full text of the Plan, which is set forth as Appendix A to this Proxy Statement.

The Board recommends that the Company's shareholders vote FOR adoption of the China Pharma Holdings, Inc. 2010
Long-Term Incentive Plan.

Purpose

The purpose of the Plan is to further and promote the interests of the Company, its subsidiaries and its shareholders by
enabling the Company and its subsidiaries to attract, retain and motivate employees, directors and consultants or those
who will become employees, directors and of the Company and/or its subsidiaries, and to align the interests of those
individuals and the Company’s shareholders.  To do this, the Plan offers performance-based incentive awards and
equity-based opportunities providing employees, directors and consultants with a proprietary interest in maximizing
the growth, profitability and overall success of the Company and/or its subsidiaries.

Number of Shares

The maximum number of shares of Company common stock, par value $.001 per share ("Common Stock"), as to
which awards may be granted under the Plan may not exceed 4,000,000 shares.  In the case of any individual
participant, the maximum amount payable in respect of awards subject to performance criteria in any calendar year
may not exceed 500,000 shares of Common Stock.  The limits on the numbers of shares described in this paragraph
and the number of shares subject to any award under the Plan are subject to proportional adjustment as determined by
the Board, to reflect certain stock changes, such as stock dividends and stock splits (see “Recapitalization Adjustments”
below).

If any awards under the Plan expire or terminate unexercised, the shares of Common Stock allocable to the
unexercised or terminated portion of such award shall again be available for award under the Plan.

Administration

The administration, interpretation and operation of the Plan will be vested in the Compensation Committee of the
Board (the “Committee”).  The Committee may designate persons other than members of the Committee to carry out the
day-to-day administration of the Plan.  In addition, the Committee may, in its sole discretion, delegate day-to-day
ministerial administration to persons other than members of the Committee, except that the Committee shall not
delegate its authority with regard to selection for participation in the Plan and/or the granting of any Awards to
Participants.

Eligibility
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Employees, directors and consultants, or those who will become employees, directors and consultants of the Company
and/or its subsidiaries are eligible to receive awards under the Plan.  At November 5, 2010, approximately 260
individuals were eligible to receive Awards under the Plan.  Awards under the Plan will be made by the
Committee.  No determination has been made as to future awards which may be granted under the Plan, although it is
anticipated that recipients of awards will include the current executive officers of the Company.
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Awards Under the Plan

Introduction.  Awards under the Plan may consist of stock options, stock appreciation rights (“SARs”), restricted shares
or performance unit awards, each of which is described below.  All awards will be evidenced by an award agreement
between the Company and the individual participant and approved by the Committee.  In the discretion of the
Committee, an eligible employee, director or consultant may receive awards from one or more of the categories
described below, and more than one award may be granted to an eligible employee, director or consultant.

Stock Options and Stock Appreciation Rights.  A stock option is an award that entitles a participant to purchase shares
of Common Stock at a price fixed at the time the option is granted.  Stock options granted under the Plan may be in
the form of incentive stock options (which qualify for special tax treatment) or non-qualified stock options, and may
be granted alone or in addition to other awards under the Plan.  Non-qualified stock options may be granted alone or
in tandem with SARs.

An SAR entitles a participant to receive, upon exercise, an amount equal to (a) the excess of (i) the fair market value
on the exercise date of a share of Common Stock, over (ii) the fair market value of a share of Common Stock on the
date the SAR was granted, multiplied by (b) the number of shares of Common Stock for which the SAR has been
exercised.

The exercise price and other terms and conditions of stock options and the terms and conditions of SARs will be
determined by the Committee at the time of grant, provided, however, that the exercise price per share may not be less
than 100 percent of the fair market value of a share of Common Stock on the date of the grant.  In addition, the term of
any incentive stock options granted under the Plan may not exceed ten years.  An option or SAR grant under the Plan
does not provide an optionee any rights as a shareholder and such rights will accrue only as to shares actually
purchased through the exercise of an option or the settlement of an SAR.

If stock options and SARs are granted together in tandem, the exercise of such stock option or the related SAR will
result in the cancellation of the related stock option or SAR to the extent of the number of shares in respect of which
such option or SAR has been exercised.

Stock options and SARs granted under the Plan shall become exercisable at such time as designated by the Committee
at the time of grant.

Payment for shares issuable pursuant to the exercise of a stock option may be made either in cash, by certified check,
bank draft, or money order, or, by delivery of shares satisfying such requirements as the Committee shall establish, or
through such other mechanism as the Committee shall permit in its sole discretion.

In addition, the Committee, in its sole discretion, may provide in any stock option or SAR award agreement that the
recipient of the stock option or SAR will be entitled to dividend equivalents with respect to such award.  In such
instance, in respect of any such award which is outstanding on a dividend record date for Common Stock, the
participant would be entitled to an amount equal to the amount of cash or stock dividends that would have paid on the
shares of Common Stock covered by such stock option or SAR award had such shares of Common Stock been
outstanding on the dividend record date.

Restricted Share Awards.  Restricted share awards are grants of Common Stock made to a participant subject to
conditions established by the Committee in the relevant award agreement on the date of grant.  The restricted shares
only become unrestricted in accordance with the conditions and vesting schedule, if any, provided in the relevant
award agreement.  A participant may not sell or otherwise dispose of restricted shares until the conditions imposed by
the Committee with respect to such shares have been satisfied.  Restricted share awards under the Plan may be granted
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alone or in addition to any other awards under the Plan.  Restricted shares which vest will be reissued as unrestricted
shares of Common Stock.

Each participant who receives a grant of restricted shares will have the right to receive all dividends and vote or
execute proxies for such shares.  Any stock dividends granted with respect to such restricted shares will be treated as
additional restricted shares.
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Performance Units.  Performance units (with each unit representing a monetary amount designated in advance by the
Committee) are awards which may be granted to participants alone or in addition to any other awards under the
Plan.  Participants receiving performance unit grants will only earn such units if the Company and/or the participant
achieve certain performance goals during a designated performance period.  The Committee will establish such
performance goals and may use measures such as total shareholder return, return on equity, net earnings growth, sales
or revenue growth, comparison to peer companies, individual or aggregate participant performance or such other
measures the Committee deems appropriate.  The participant may forfeit such units in the event the performance goals
are not met.  If all or a portion of a performance unit is earned, payment of the designated value thereof will be made
in cash, in unrestricted Common Stock or in restricted shares or in any combination thereof, as provided in the
relevant award agreement.

Recapitalization Adjustments.  In the event that the Board determines that any dividend or other distribution (whether
in the form of cash, Common Stock, other securities, or other property), recapitalization, stock split, reverse stock
split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, or exchange of Common
Stock or other securities of the Company, or other corporate transaction or event affects the Common Stock such that
an adjustment is determined by the Board, in its sole discretion, to be necessary or appropriate in order to prevent
dilution or enlargement of benefits or potential benefits intended to be made available under the Plan, the Board may,
in any manner that it in good faith deems equitable, adjust any or all of (i) the number of shares of Common Stock or
other securities of the Company (or number and kind of other securities or property) with respect to which awards
may be granted, (ii) the number of shares of Common Stock or other securities of the Company (or number and kind
of other securities or property) subject to outstanding awards, and (iii) the exercise price with respect to any stock
option, or make provision for an immediate cash payment to the holder of an outstanding award in consideration for
the cancellation of such award.

Mergers.   If the Company enters into or is involved in any merger, reorganization, recapitalization, sale of all or
substantially all of the Company’s assets, liquidation, or business combination with any person or entity (a "Merger
Event"), the Board may, prior to such Merger Event and effective upon such Merger Event, take any action that it
deems appropriate, including, replacing such stock options with substitute stock options and/or SARs in respect of the
shares, other securities or other property of the surviving corporation or any affiliate of the surviving corporation on
such terms and conditions, as to the number of shares, pricing and otherwise, which shall substantially preserve the
value, rights and benefits of any affected stock options or SARs granted hereunder as of the date of the consummation
of the Merger Event.  If any Merger Event occurs, the Company has the right, but not the obligation, to cancel each
participant's stock options and/or SARs and to pay to each affected participant in connection with the cancellation of
such stock options and/or SARs, an amount equal to the excess of the fair market value, as determined by the Board,
of the Common Stock underlying any unexercised stock options or SARs (whether then exercisable or not) over the
aggregate exercise price of such unexercised stock options and/or SARs.  Upon receipt by any affected participant of
any such substitute stock options, SARs (or payment) as a result of any such Merger Event, such participant’s affected
stock options and/or SARs for which such substitute options and/or SARs (or payment) were received shall be
thereupon cancelled without the need for obtaining the consent of any such affected participant.

Amendment, Suspension or Termination of the Plan

Unless earlier terminated by the Board, the Plan shall terminate on December 31, 2019.  The Board may amend,
suspend or terminate the Plan (or any portion thereof) at any time. However, no amendment shall (a) materially
adversely affect the rights of any participant under any outstanding award, without the consent of such participant, or
(b) make any change that would disqualify the Plan from the benefits provided under Sections 422 and 162(m) of the
Internal Revenue Code of 1986 (the "Code"), or (c) increase the number of shares available for awards under the Plan
without shareholder approval; provided, however, that the Board and/or Committee  may amend the Plan, without the
consent of any participants, in any way it deems appropriate  to satisfy Code Section 409A and any regulations or
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other authority promulgated thereunder, including any amendment to the Plan to cause certain Awards not to be
subject to Code Section 409A.
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Certain Federal Income Tax Consequences of the Plan

The following is a brief and general summary of some United States federal income tax consequences applicable to
the Plan.  The summary does not reflect any provisions of the income tax laws of any state, local or foreign taxing
jurisdiction.  Because the tax consequences of events and transactions under the Plan depend upon various factors,
including an individual’s own tax status, each participant who receives an award under the Plan should consult a tax
advisor.

Incentive Stock Options.  Stock options granted under the Plan may be incentive stock options (within the meaning of
Section 422 of the Code) or non-qualified stock options.  Upon the grant of an incentive stock option, the optionee
will not recognize any income.  Generally, no income is recognized by the optionee upon the exercise of an incentive
stock option.  The optionee must increase his or her alternative minimum taxable income for the taxable year in which
he or she exercised the incentive stock option by the amount that would have been ordinary income had the option not
been an incentive stock option.

Upon the subsequent disposition of shares acquired upon the exercise of an incentive stock option, the federal income
tax consequences will depend upon when the disposition occurs and the type of disposition.  If the shares are disposed
of by the optionee after the later to occur of (i) the end of the two-year period beginning the day after the day the
incentive stock option is awarded to the optionee, or (ii) the end of the one-year period beginning on the day after the
day the shares are issued to the optionee (the later of (i) or (ii) being the "ISO Holding Period"), any gain or loss
realized upon such disposition will be long-term capital gain or loss, and the Company (or a subsidiary) will not be
entitled to any income tax deduction in respect of the option or its exercise.  For purposes of determining the amount
of such gain or loss, the optionee’s tax basis in the shares will be the option price.

Generally, if the shares are disposed of by the optionee in a taxable disposition within (i) the two-year period
beginning on the day after the day the option was awarded to the optionee, or (ii) the one-year period beginning on the
day after the day the shares are issued to the optionee, the excess, if any, of the amount realized (up to the fair market
value of the shares on the exercise date) over the option price will be compensation taxable to the optionee as ordinary
income, and the Company generally will be entitled to a deduction (subject to the provisions of Section 162(m) of the
Code discussed below under the caption "Limits on Deductions") equal to the amount of ordinary income realized by
the optionee.  Any amount realized upon such a disposition by the optionee in excess of the fair market value of the
shares on the exercise date will be capital gain.

If an optionee has not remained an employee of the Company during the period beginning with the grant of an
incentive stock option and ending on the day three months (one year if the optionee becomes disabled) before the date
the option is exercised (other than in the case of the optionee's death), the exercise of such option will be treated as the
exercise of a non-qualified stock option with the tax consequences described below.

Non-Qualified Stock Options.  In general, upon the grant of a non-qualified stock option, an optionee will not
recognize any income.  At the time a nonqualified option is exercised, the optionee will recognize compensation
taxable as ordinary income, and the Company generally will be entitled to a deduction (subject to the provisions of
Section 162(m) of the Code discussed below under the caption "Limits on Deductions"), in an amount equal to the
difference between the fair market value on the exercise date of the shares acquired pursuant to such exercise and the
option price.  Upon a subsequent disposition of the shares, the optionee will recognize long- or short-term capital gain
or loss, depending upon the holding period of the shares.  For purposes of determining the amount of such gain or
loss, the optionee’s tax basis in the shares will be the fair market value of such shares on the exercise date.

Effect of Share-for-Share Exercise.  If an optionee elects to tender shares of Common Stock in partial or full payment
of the option price for shares to be acquired through the exercise of an option, generally the optionee will not
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recognize any gain or loss on such tendered shares.  However, if the shares tendered in connection with any
share-for-share exercise were previously acquired upon the exercise of an incentive stock option, and such
share-for-share exercise occurs during the ISO Holding Period for such shares, then there will be a taxable disposition
of the tendered shares with the tax consequences described above for the taxable dispositions during the ISO Holding
Period of the shares acquired upon the exercise of an incentive stock option.

If the optionee tenders shares upon the exercise of a nonqualified option, the optionee will recognize compensation
taxable as ordinary income and the Company generally will be entitled to a deduction (subject to the provisions of
Section 162(m) of the Code discussed below under the caption "Limits on Deductions") in an amount equal only to
the fair market value of the number of shares received by the optionee upon exercise which is in excess of the number
of tendered shares, less any cash paid by the optionee.
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Restricted Shares. A participant will not recognize any income upon the award of restricted shares unless the
participant makes an election under Section 83(b) of the Code in respect of such grant, as described below.  Unless a
participant has made an election under Section 83(b) of the Code in respect of any restricted shares, any dividends
received by the participant with respect to restricted shares prior to the date the participant recognizes income with
respect to such award (as described below) must be treated by the participant as compensation taxable as ordinary
income, and the Company will be entitled to a deduction, in an amount equal to the amount of ordinary income
recognized by the participant.  After the terms and conditions applicable to the restricted shares are satisfied, or if the
participant has made an election under Section 83(b) of the Code in respect of the restricted shares, any dividends
received by the participant in respect of such award will be treated as a dividend taxable as ordinary income, and the
Company will not be entitled to a deduction in respect of any such dividend payment.

Unless the participant has made an election under Section 83(b) of the Code (as described below), at the time the
terms and conditions applicable to the restricted shares are satisfied, a participant will recognize compensation taxable
as ordinary income, and the Company generally will be entitled to a deduction, in an amount equal to the then fair
market value of the shares of  Common Stock for which the terms and conditions applicable to the restricted share
award have been satisfied.  The participant’s tax basis for any such shares of Common Stock would be the fair market
value on the date such terms and conditions are satisfied.

A participant may irrevocably elect under Section 83(b) of the Code to recognize compensation taxable as ordinary
income, and the Company will be entitled to a corresponding deduction, in an amount equal to the fair market value of
such restricted shares (determined without regard to any restrictions thereon) on the date of grant.  Such an election
must be made by the participant not later than 30 days after the date of grant.  If such an election is made, no income
would be recognized by the participant (and the Company will not be entitled to a corresponding deduction) at the
time the applicable terms and conditions are satisfied.  The participant’s tax basis for the restricted shares received and
for any shares of Common Stock subsequently held in respect thereof would be the fair market value of the restricted
shares (determined without regard to any restrictions thereon) on the date of grant.  If a participant makes such an
election and subsequently all or part of the award is forfeited, the participant will not be entitled to a deduction as a
result of such forfeiture.

The holding period for capital gain or loss purposes in respect of the Common Stock underlying an award of restricted
shares shall commence when the terms and conditions applicable to the restricted shares are satisfied, unless the
participant makes a timely election under Section 83(b) of the Code.  In such case, the holding period will commence
immediately after the grant of such restricted shares.

Performance Units.  A participant will not recognize any income upon the award of a performance unit.  If the
performance goals applicable to the performance unit are achieved during the applicable performance period and such
performance units are earned, a participant will recognize compensation taxable as ordinary income when he or she
receives payment with respect to such performance unit, and at such time the Company will be entitled to a deduction
equal to the amount of cash or the then fair market value of unrestricted Common Stock received by the participant in
payment of the performance units.  The participant’s tax basis for any such shares of Common Stock would be the fair
market value on the date such unrestricted shares are transferred to the participant.  If all or a portion of the
performance units are paid in restricted shares, see "Restricted Shares" above for a discussion of the applicable tax
treatment.

Limits on Deductions.  Under Section 162(m) of the Code, the amount of compensation paid to the chief executive
officer and the four other most highly paid executive officers of the Company in the year for which a deduction is
claimed by the Company (including its subsidiaries) is limited to $1,000,000 per person in any year, except that
qualified performance-based compensation will be excluded for purposes of calculating the amount of compensation
subject to this $1,000,000 limitation.  The ability of the Company to claim a deduction for compensation paid to any

Edgar Filing: CHINA PHARMA HOLDINGS, INC. - Form DEF 14A

30



other executive officer or employee of the Company (including its subsidiaries) is not affected by this provision.
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The Company has structured the Plan so that the Company may claim a deduction in connection with (i) the exercise
of non-qualified stock options and/or SARs, (ii) the disposition during the ISO Holding Period by an optionee of
shares acquired upon the exercise of incentive stock options, and (iii) the payment of any performance units, provided
that, in each case, the requirements imposed on qualified performance-based compensation under Section 162(m) of
the Code and the regulations thereunder are satisfied with respect to such awards.  Restricted share awards under the
Plan that vest solely upon the passage of time will not be qualified performance-based compensation under Section
162(m) of the Code. Any deduction the Company may claim upon the lapse of any restrictions on such restricted share
awards will be subject to the limitations on deductibility under Section 162(m).

Additional Information. The recognition by an employee of compensation income with respect to a grant or an award
under the Plan will be subject to withholding for federal income and employment tax purposes.  If an employee, to the
extent permitted by the terms of a grant or award under the Plan, uses shares of Common Stock to satisfy the federal
income and employment tax withholding obligation, or any similar withholding obligation for state and local tax
obligations, the employee will recognize a capital gain or loss, short-term or long-term, depending on the tax basis and
holding period for such shares of Common Stock.

In the event of a change of control, certain compensation payments or other benefits received by "disqualified
individuals" (as defined in Section 280G(c) of the Code) under the Plan or otherwise may cause or result in "excess
parachute payments" (as defined in Section 280G(b)(I) of the Code).  Pursuant to Section 280G of the Code, any
amount that constitutes an excess parachute payment is not deductible by the Company.  In addition, Section 4999 of
the Code generally imposes a 20% excise tax on the amount of any such excess parachute payment received by such a
disqualified individual, and any such excess parachute payments will not be deductible by the Company (or a
subsidiary).

Effective Date

The Plan is effective on November 12, 2010, the date of its adoption by the Board of Directors subject to shareholder
approval.  The Plan will terminate on December 31, 2019, except with respect to awards then outstanding.  After such
date no further awards will be granted under the Plan unless the Plan is extended by the Board.

Approval of the China Pharma Holdings, Inc. 2010 Long Term Incentive Plan

To become effective, the China Pharma 2010 Long Term Incentive Plan must be approved by the affirmative vote of a
majority of the votes cast at the Annual Meeting on this proposal by the holders of the shares of Common Stock
entitled to vote thereat.

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE
FOR PROPOSAL ABOVE
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STOCKHOLDER PROPOSALS

We intend to hold our 2011 annual meeting of stockholders in June 2011.  Proposals of stockholders intended for
presentation at next year’s annual meeting of stockholders and intended to be included in our proxy statement and form
of proxy relating to that meeting must be received at our executive office by February 1, 2011 and comply with the
requirements of Rule 14a-8(e) promulgated under the Exchange Act.  If a stockholder intends to submit a proposal at
next year’s annual meeting of stockholders, which proposal is not intended to be included in the our proxy statement
and form of proxy relating to that meeting, the stockholder must provide appropriate notice to us not later than April
20, 2011 in order to be considered timely submitted within the meaning of Rule 14a-4(c) of the Exchange Act.  As to
all such matters which we do not have notice on or prior to April 20, 2011, discretionary authority shall be granted to
the persons designated in our proxy related to the 2011 annual meeting of stockholders to vote on such proposal.

ANNUAL REPORT ON FORM 10-K

We will furnish without charge to each person whose proxy is being solicited, upon the request of such person, a copy
of our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, including the financial statements
and schedules thereto.  Requests for copies of such report should be directed to Mr. Frank Waung, China Pharma
Holdings, Inc., No 17 Jinpan Road, 2nd Floor, Haikou, Hainan Province, The People’s Republic of China 570216,
+86-898-6681-1730.

OTHER MATTERS

As of the date of this Proxy Statement, the Board of Directors has no knowledge of any business which will be
presented for consideration at the Annual Meeting other than the adoption of the China Pharma Holdings, Inc. 2010
Long-Term Incentive Plan. Should any other matters be properly presented, it is intended that the enclosed proxy will
be voted in accordance with the best judgment of the persons voting the proxies.

It is important that the proxies be returned promptly and that your shares be represented at the Annual Meeting.
Stockholders are urged to mark, date, execute and promptly return the accompanying proxy card in the enclosed
envelope.

November 12, 2010 By Order of the Board of Directors

/s/ Zhilin Li
Zhilin Li
Chairman of the Board
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Exhibit A

CHINA PHARMA HOLDINGS, INC.

2010 LONG-TERM INCENTIVE PLAN

1.           Purpose.                      The purpose of the China Pharma Holdings, Inc. 2010 Long-Term Incentive Plan (the
“Plan”) is to further and promote the interests of China Pharma Holdings, Inc. (the “Company”), its Subsidiaries and its
shareholders by enabling the Company and its Subsidiaries to attract, retain and motivate employees (including
officers), directors and consultants, or those who will become employees, directors and consultants, and to align the
interests of those individuals and the Company’s shareholders.  To do this, the Plan offers performance-based incentive
awards and equity-based opportunities providing such employees, directors and consultants with a proprietary interest
in maximizing the growth, profitability and overall success of the Company and its Subsidiaries. The Plan is intended
to be construed as an employee benefit plan that satisfies the requirements for exemption from the restrictions of
Section 16(b) of the Exchange Act.

2.           Definitions.                      For purposes of the Plan, the following terms shall have the meanings set forth
below:

2.1           “Award” means an award or grant made to a Participant under Sections 6, 7, 8 and/or 9 of the Plan.

2.2           “Award Agreement” means the agreement executed by a Participant pursuant to Sections 3.2 and 15.7 of the
Plan in connection with the granting of an Award.

2.3           “Board” means the Board of Directors of the Company, as constituted from time to time.

2.4           “Code” means the Internal Revenue Code of 1986, as in effect and as amended from time to time, or any
successor statute thereto, together with any rules, regulations and interpretations promulgated thereunder or with
respect thereto.

2.5           “Committee” means the committee of the Board established to administer the Plan, as described in Section 3
of the Plan.

2.6           “Common Stock” means the Common Stock, par value $.001 per share, of the Company or any security of the
Company issued by the Company in substitution or exchange therefor.

2.7           “Company” means China Pharma Holdings, Inc., a Delaware corporation, or any successor thereto.
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2.8           “Exchange Act” means the Securities Exchange Act of 1934, as in effect and as amended from time to time, or
any successor statute thereto, together with any rules, regulations and interpretations promulgated thereunder or with
respect thereto.

2.9           “Fair Market Value”  with respect to a share of Company Stock on any relevant date shall be determined in
accordance with the following provisions:

(1)           If the Common Stock is publicly traded, “Fair Market Value” shall be determined as of the last business day
for which the prices or quotes discussed in this sentence are available prior to such date and shall mean (i) the closing
price quoted on the national securities exchange or national securities association that is the principal market for the
Common Stock, or (ii) if the Common Stock is not so listed, the last or closing price on the relevant date quoted on the
OTC Bulletin Board Service or by Pink Sheets LLC or a comparable service as determined in the Committee’s sole
discretion; or (iii) if the Common Stock is not listed or quoted by any of the above, the average of the closing bid and
asked prices on the relevant date furnished by a professional market maker for the Common Stock selected by the
Committee in its sole discretion.

(2)           If Company Stock is not publicly traded, “Fair Market Value” shall be determined by the Board in its good
faith best judgment or by an independent appraisal that meets the requirements of Section 401(a)(28)(C) of the Code
and the regulations thereunder as of a date that is no more than twelve months before such date.

2.10           “Incentive Stock Option” means any stock option granted pursuant to the provisions of Section 6 of the Plan
(and the relevant Award Agreement) that is intended to be (and is specifically designated as) an “incentive stock option”
within the meaning of Section 422 of the Code.

2.11           “Non-Qualified Stock Option” means any stock option granted pursuant to the provisions of Section 6 of the
Plan (and the relevant Award Agreement) that is not (and is specifically designated as not being) an Incentive Stock
Option.

2.12           “Participant” means any individual who is selected from time to time under Section 5 to receive an Award
under the Plan.

2.13           “Performance Units” means the monetary units granted under Section 9 of the Plan and the relevant Award
Agreement.

2.14           “Plan” means the China Pharma Holdings, Inc. 2010 Long-Term Incentive Plan, as set forth herein and as in
effect and as amended from time to time (together with any rules and regulations promulgated by the Committee with
respect thereto).

2.15           “PRC” means The People’s Republic of China.

2.16           “Restricted Shares” means the restricted shares of Common Stock granted pursuant to the provisions of
Section 8 of the Plan and the relevant Award Agreement.
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2.17           “Stock Appreciation Right” means an Award described in Section 7.2 of the Plan and granted pursuant to the
provisions of Section 7 of the Plan.

2.18           “Subsidiary(ies)” means any corporation (other than the Company) in an unbroken chain of corporations,
including and beginning with the Company, if each of such corporations, other than the last corporation in the
unbroken chain, owns, directly or indirectly, more than fifty percent (50%) of the voting stock in one of the other
corporations in such chain, including without limitation, Onny Investment Limited and Hainan Helpson
Bio-pharmaceutical Co., Ltd.

3.           Administration.

3.1           The Committee.  The Plan shall be administered by the Committee.  The Committee shall be appointed from
time to time by the Board and shall be comprised of not less than two (2) of the then members of the Board who are
Non-Employee Directors (within the meaning of SEC Rule 16b-3(b)(3)) of the Company and Outside Directors
(within the meaning of Section 162(m) of the Code).  Consistent with the Bylaws of the Company, members of the
Committee shall serve at the pleasure of the Board and the Board, subject to the immediately preceding sentence, may
at any time and from time to time remove members from, or add members to, the Committee. If no such Committee is
appointed, the Plan shall be administered by the Board.

3.2           Plan Administration and Plan Rules.  The Committee is authorized to construe and interpret the Plan and to
promulgate, amend and rescind rules and regulations relating to the implementation, administration and maintenance
of the Plan.  Subject to the terms and conditions of the Plan, the Committee shall make all determinations necessary or
advisable for the implementation, administration and maintenance of the Plan, including, without limitation, (a)
selecting the Plan’s Participants, (b) making Awards in such amounts and form as the Committee shall determine, (c)
imposing such restrictions, terms and conditions upon such Awards as the Committee shall deem appropriate, (d)
determining the denomination of any Award, including U.S. Dollars, Chinese Renminbi or other local currency, and
(e) correcting any technical defect(s) or technical omission(s), or reconciling any technical inconsistency(ies), in the
Plan and/or any Award Agreement.  The Committee may designate persons other than members of the Committee to
carry out the day-to-day ministerial administration of the Plan under such conditions and limitations as it may
prescribe, except that the Committee shall not delegate its authority with regard to the selection for participation in the
Plan and/or the granting of any Awards to Participants.  The Committee’s determinations under the Plan need not be
uniform and may be made selectively among Participants, whether or not such Participants are similarly situated.  Any
determination, decision or action of the Committee in connection with the construction, interpretation, administration,
implementation or maintenance of the Plan shall be final, conclusive and binding upon all Participants and any
person(s) claiming under or through any Participants.  The Company shall effect the granting of Awards under the
Plan, in accordance with the determinations made by the Committee, by execution of written agreements and/or other
instruments in such form as is approved by the Committee.  The Committee may, in its sole discretion, delegate its
authority to one or more senior executive officers for the purpose of making Awards to Participants who are not
subject to Section 16 of the Exchange Act.

3

Edgar Filing: CHINA PHARMA HOLDINGS, INC. - Form DEF 14A

38



3.3           Liability Limitation.  Neither the Board nor the Committee, nor any member of either, shall be liable for any
act, omission, interpretation, construction or determination made in good faith in connection with the Plan (or any
Award Agreement), and the members of the Board and the Committee shall be entitled to indemnification and
reimbursement by the Company in respect of any claim, loss, damage or expense (including, without limitation,
attorneys’ fees) arising or resulting therefrom to the fullest extent permitted by law and/or under any directors and
officers liability insurance coverage which may be in effect from time to time.

3.4           Jurisdictional Considerations.  In order to assure the viability of Awards granted to Participants employed in
various jurisdictions, the Committee may provide for such special terms as it may consider necessary or appropriate to
accommodate differences in local law, tax policy or custom applicable in the jurisdiction in which the Participant
resides or is employed. Moreover, the Committee may approve such supplements to, or amendments, restatements or
alternative versions of, the Plan as it may consider necessary or appropriate for such purposes without thereby
affecting the terms of the Plan as in effect for any other purpose; provided, however, that no such supplements,
amendments, restatements or alternatives versions shall increase the share limitations contained within Section 4.2 of
the Plan.  Notwithstanding the foregoing, the Committee may not take any actions hereunder, and no Awards shall be
granted, that would violate applicable laws, including, without limitation, the laws of the United States and the PRC.

4.           Term of Plan/Common Stock Subject to Plan.

4.1           Term.  The Plan shall terminate on December 31, 2019, except with respect to Awards then
outstanding.  After such date no further Awards shall be granted under the Plan.

4.2           Common Stock.  The maximum number of shares of Common Stock in respect of which Awards may be
granted or paid out under the Plan, subject to adjustment as provided in Section 13.2 of the Plan, shall not exceed
4,000,000 shares.  In the event of a change in the Common Stock of the Company that is limited to a change in the
designation thereof to “Capital Stock” or other similar designation, or to a change in the par value thereof, or from par
value to no par value, without increase or decrease in the number of issued shares, the shares resulting from any such
change shall be deemed to be the Common Stock for purposes of the Plan.  Common Stock which may be issued
under the Plan may be either authorized and unissued shares or issued shares which have been reacquired by the
Company (in the open-market or in private transactions) and which are being held as treasury shares.  No fractional
shares of Common Stock shall be issued under the Plan.

4.3           Computation of Available Shares.  For the purpose of computing the total number of shares of Common
Stock available for Awards under the Plan, there shall be counted against the limitations set forth in Section 4.2 of the
Plan the maximum number of shares of Common Stock potentially subject to issuance upon exercise or settlement of
Awards granted under Sections 6 and 7 of the Plan, the number of shares of Common Stock issued under grants of
Restricted Shares pursuant to Section 8 of the Plan and the maximum number of shares of Common Stock potentially
issuable under grants or payments of Performance Units pursuant to Section 9 of the Plan, in each case determined as
of the date on which such Awards are granted.  If any Awards expire unexercised or are forfeited, surrendered,
cancelled, terminated or settled in cash in lieu of Common Stock, the shares of Common Stock which were theretofore
subject (or potentially subject) to such Awards shall again be available for Awards under the Plan to the extent of such
expiration, forfeiture, surrender, cancellation, termination or settlement of such Awards.
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5.           Eligibility.  Individuals eligible for Awards under the Plan shall consist of employees (including officers),
directors and consultants, or those who will become employees (including officers), directors and consultants, of the
Company and/or its Subsidiaries whose performance or contribution, in the sole discretion of the Committee, benefits
or will benefit the Company or any Subsidiary.

6.           Stock Options.

6.1           Terms and Conditions.  Stock options granted under the Plan shall be in respect of Common Stock and may
be in the form of Incentive Stock Options or Non-Qualified Stock Options (sometimes referred to collectively herein
as the “Stock Option(s))”.  Such Stock Options shall be subject to the terms and conditions set forth in this Section 6 and
any additional terms and conditions, not inconsistent with the express terms and provisions of the Plan, as the
Committee shall set forth in the relevant Award Agreement.

6.2           Grant.  Stock Options may be granted under the Plan in such form as the Committee may from time to time
approve.  Stock Options may be granted alone or in addition to other Awards under the Plan or in tandem with Stock
Appreciation Rights.  Special provisions shall apply to Incentive Stock Options granted to any employee who owns
(within the meaning of Section 422(b)(6) of the Code) more than ten percent (10%) of the total combined voting
power of all classes of stock of the Company or its parent corporation or any subsidiary of the Company, within the
meaning of Sections 424(e) and (f) of the Code (a “10% Shareholder”).

6.3           Exercise Price.  The exercise price per share of Common Stock subject to a Stock Option shall be
determined by the Committee; provided, however, that the exercise price of a Stock Option shall not be less than one
hundred percent (100%) of the Fair Market Value of the Common Stock on the date of the grant of such Stock Option;
provided, further, however, that, in the case of a 10% Shareholder, the exercise price of an Incentive Stock Option
shall not be less than one hundred ten percent (110%) of the Fair Market Value of the Common Stock on the date of
grant.

6.4           Term.  The term of each Stock Option shall be such period of time as is fixed by the Committee; provided,
however, that the term of any Incentive Stock Option shall not exceed ten (10) years (five (5) years, in the case of a
10% Shareholder) after the date immediately preceding the date on which the Incentive Stock Option is granted.
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6.5           Method of Exercise.  A Stock Option may be exercised, in whole or in part, by giving written notice of
exercise to the Secretary of the Company, or the Secretary’s designee, specifying the number of shares to be
purchased.  Such notice shall be accompanied by payment in full of the exercise price in cash, by certified check, bank
draft, or money order payable to the order of the Company, if permitted by the Committee in its sole discretion,  by
delivery of shares of Common Stock satisfying such requirements as the Committee shall establish, or through such
other mechanism as the Committee shall permit, in its sole discretion.  Payment instruments shall be received by the
Company subject to collection.  The proceeds received by the Company upon exercise of any Stock Option may be
used by the Company for general corporate purposes.  Any portion of a Stock Option that is exercised may not be
exercised again.

6.6           Tandem Grants.  If Non-Qualified Stock Options and Stock Appreciation Rights are granted in tandem, as
designated in the relevant Award Agreements, the right of a Participant to exercise any such tandem Stock Option
shall terminate to the extent that the shares of Common Stock subject to such Stock Option are used to calculate
amounts or shares receivable upon the exercise of the related tandem Stock Appreciation Right.

7.           Stock Appreciation Rights.

7.1           Terms and Conditions.  The grant of Stock Appreciation Rights under the Plan shall be subject to the terms
and conditions set forth in this Section 7 and any additional terms and conditions, not inconsistent with the express
terms and provisions of the Plan, as the Committee shall set forth in the relevant Award Agreement.

7.2           Stock Appreciation Rights.  A Stock Appreciation Right is an Award granted with respect to a specified
number of shares of Common Stock entitling a Participant to receive an amount equal to the excess of the Fair Market
Value of a share of Common Stock on the date of exercise over the Fair Market Value of a share of Common Stock on
the date of grant of the Stock Appreciation Right, multiplied by the number of shares of Common Stock with respect
to which the Stock Appreciation Right shall have been exercised.

7.3           Grant.  A Stock Appreciation Right may be granted in addition to any other Award under the Plan or in
tandem with or independent of a Non-Qualified Stock Option.

7.4           Date of Exercisability. In respect of any Stock Appreciation Right granted under the Plan, unless otherwise
(a) determined by the Committee (in its sole discretion) at any time and from time to time in respect of any such Stock
Appreciation Right, or (b) provided in the Award Agreement, a Stock Appreciation Right may be exercised by a
Participant, in accordance with and subject to all of the procedures established by the Committee, in whole or in part
at any time and from time to time during its specified term.  The Committee may also provide, as set forth in the
relevant Award Agreement and without limitation, that some Stock Appreciation Rights shall be automatically
exercised and settled on one or more fixed dates specified therein by the Committee.

6

Edgar Filing: CHINA PHARMA HOLDINGS, INC. - Form DEF 14A

41



7.5           Form of Payment.  Upon exercise of a Stock Appreciation Right, payment may be made in cash, in
Restricted Shares or in shares of unrestricted Common Stock, or in any combination thereof, as the Committee, in its
sole discretion, shall determine and provide in the relevant Award Agreement.

7.6           Tandem Grant.  The right of a Participant to exercise a tandem Stock Appreciation Right shall terminate to
the extent such Participant exercises the Non-Qualified Stock Option to which such Stock Appreciation Right is
related.

8. Restricted Shares.

8.1           Terms and Conditions.  Grants of Restricted Shares shall be subject to the terms and conditions set forth in
this Section 8 and any additional terms and conditions, not inconsistent with the express terms and provisions of the
Plan, as the Committee shall set forth in the relevant Award Agreement.  Restricted Shares may be granted alone or in
addition to any other Awards under the Plan.  Subject to the terms of the Plan, the Committee shall determine the
number of Restricted Shares to be granted to a Participant and the Committee may provide or impose different terms
and conditions on any particular Restricted Share grant made to any Participant.  With respect to each Participant
receiving an Award of Restricted Shares, there shall be issued a stock certificate (or certificates) in respect of such
Restricted Shares.  Such stock certificate(s) shall be registered in the name of such Participant, shall be accompanied
by a stock power duly executed by such Participant, and shall bear, among other required legends, the following
legend:

“THE TRANSFERABILITY OF THIS CERTIFICATE AND THE SHARES OF STOCK
REPRESENTED HEREBY ARE SUBJECT TO THE TERMS AND CONDITIONS
(INCLUDING, WITHOUT LIMITATION, FORFEITURE EVENTS) CONTAINED IN THE
CHINA PHARMA HOLDINGS, INC. 2010 LONG-TERM INCENTIVE PLAN AND AN
AWARD AGREEMENT ENTERED INTO BETWEEN THE REGISTERED OWNER
HEREOF AND CHINA PHARMA HOLDINGS, INC. (THE “COMPANY”).  COPIES OF
SUCH PLAN AND AWARD AGREEMENT ARE ON FILE AT THE PRINCPAL
EXECUTIVE OFFICES OF THE COMPANY.  THE COMPANY WILL FURNISH TO THE
RECORDHOLDER OF THIS CERTIFICATE, WITHOUT CHARGE AND UPON
WRITTEN REQUEST AT ITS PRINCIPAL EXECUTIVE OFFICES, A COPY OF SUCH
PLAN AND AWARD AGREEMENT.  THE COMPANY RESERVES THE RIGHT TO
REFUSE TO RECORD THE TRANSFER OF THIS CERTIFICATE UNTIL ALL SUCH
RESTRICTIONS ARE SATISFIED, ALL SUCH TERMS ARE COMPLIED WITH AND
ALL SUCH CONDITIONS ARE SATISFIED.”
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Such stock certificate evidencing such shares shall, in the sole discretion of the Committee, be deposited with and held
in custody by the Company until the restrictions thereon shall have lapsed and all of the terms and conditions
applicable to such grant shall have been satisfied.

8.2           Restricted Share Grants.  A grant of Restricted Shares is an Award of shares of Common Stock granted to a
Participant, subject to such restrictions, terms and conditions as the Committee deems appropriate, including, without
limitation, (a) restrictions on the sale, assignment, transfer, hypothecation or other disposition of such shares, (b) the
requirement that the Participant deposit such shares with the Company while such shares are subject to such
restrictions, and (c) the requirement that such shares be forfeited upon termination of employment for specified
reasons within a specified period of time or for other reasons (including, without limitation, the failure to achieve
designated performance goals).

8.3           Restriction Period.  In accordance with Sections 8.1 and 8.2 of the Plan and unless otherwise determined by
the Committee (in its sole discretion) at any time and from time to time, Restricted Shares shall only become
unrestricted and vested in the Participant in accordance with such vesting schedule relating to such Restricted Shares,
if any, as the Committee may establish in the relevant Award Agreement (the “Restriction Period”). During the
Restriction Period, such stock shall be and remain unvested and a Participant may not sell, assign, transfer, pledge,
encumber or otherwise dispose of or hypothecate such Award.  Upon satisfaction of the vesting schedule and any
other applicable restrictions, terms and conditions, the Participant shall be entitled to receive payment of the
Restricted Shares or a portion thereof, as the case may be, as provided in Section 8.4 of the Plan.

8.4           Payment of Restricted Share Grants.  After the satisfaction and/or lapse of the restrictions, terms and
conditions established by the Committee in respect of a grant of Restricted Shares, a new certificate, without the
legend set forth in Section 8.1 of the Plan, for the number of shares of Common Stock which are no longer subject to
such restrictions, terms and conditions shall, as soon as practicable thereafter, be delivered to the Participant. In the
event the shares are not registered with the U.S. Securities and Exchange Commission, the new certificate shall bear a
standard legend pursuant to Securities Act of 1933 as in effect and as amended from time to time.

8.5           Shareholder Rights.  A Participant shall have, with respect to the shares of Common Stock underlying a
grant of Restricted Shares, all of the rights of a shareholder of such stock, including the right to receive all dividends
or other distributions made or paid in respect of such Restricted Shares and the right to vote Restricted Shares at
regular or special meetings of the stockholders of the Corporation (except as such rights are limited or restricted under
the Plan or in the relevant Award Agreement).  Any stock dividends paid in respect of unvested Restricted Shares
shall be treated as additional Restricted Shares and shall be subject to the same restrictions and other terms and
conditions that apply to the unvested Restricted Shares in respect of which such stock dividends are issued.
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9.           Performance Units.

9.1           Terms and Conditions.  Performance Units shall be subject to the terms and conditions set forth in this
Section 9 and any additional terms and conditions, not inconsistent with the express provisions of the Plan, as the
Committee shall set forth in the relevant Award Agreement.

9.2           Performance Unit Grants.  A Performance Unit is an Award of units (with each unit representing such
monetary amount as is designated by the Committee in the Award Agreement) granted to a Participant, subject to such
terms and conditions as the Committee deems appropriate, including, without limitation, the requirement that the
Participant forfeit such units (or a portion thereof) in the event certain performance criteria or other conditions are not
met within a designated period of time.

9.3           Grants.  Performance Units may be granted alone or in addition to any other Awards under the
Plan.  Subject to the terms of the Plan, the Committee shall determine the number of Performance Units to be granted
to a Participant and the Committee may impose different terms and conditions on any particular Performance Units
granted to any Participant.

9.4           Performance Goals and Performance Periods.  Participants receiving a grant of Performance Units shall only
earn into and be entitled to payment in respect of such Awards if the Company and/or the Participant achieves certain
performance goals (the “Performance Goals”) during and in respect of a designated performance period (the
“Performance Period”).  The Performance Goals and the Performance Period shall be established by the Committee, in
its sole discretion.  The Committee shall establish Performance Goals for each Performance Period prior to, or as soon
as practicable after, the commencement of such Performance Period.  The Committee shall also establish a schedule or
schedules for Performance Units setting forth the portion of the Award which will be earned or forfeited based on the
degree of achievement, or lack thereof, of the Performance Goals at the end of the relevant Performance Period.  In
setting Performance Goals, the Committee may use, but shall not be limited to, such measures as total shareholder
return, return on equity, net earnings growth, sales or revenue growth, cash flow, comparisons to peer companies,
individual or aggregate Participant performance or such other measure or measures of performance as the Committee,
in its sole discretion, may deem appropriate.  Such performance measures shall be defined as to their respective
components and meaning by the Committee (in its sole discretion).  During any Performance Period, the Committee
shall have the authority to adjust the Performance Goals and/or the Performance Period in such manner as the
Committee, in its sole discretion, deems appropriate at any time and from time to time.

9.5           Payment of Units.  With respect to each Performance Unit, the Participant shall, if the applicable
Performance Goals have been achieved, or partially achieved, as determined by the Committee in its sole discretion,
by the Company and/or the Participant during the relevant Performance Period, be entitled to receive payment in an
amount equal to the designated value of each Performance Unit times the number of such units so earned.  Payment in
settlement of earned Performance Units shall be made as soon as practicable following the conclusion of the
respective Performance Period in cash, in unrestricted Common Stock, or in Restricted Shares, or in any combination
thereof, as the Committee in its sole discretion, shall determine and provide in the relevant Award Agreement.
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10.           Other Provisions.

10.1           Performance-Based Awards.  Performance Units, Restricted Shares, and other Awards subject to
performance criteria that are intended to be “qualified performance-based compensation” within the meaning of section
162(m) of the Code shall be paid solely on account of the attainment of one or more preestablished, objective
performance goals within the meaning of section 162(m) and the regulations thereunder.  Until otherwise determined
by the Committee, the performance goals shall be the attainment of preestablished levels of any of net income, market
price per share, earnings per share, return on equity, return on capital employed and/or cash flow, or EBITDA.  The
payout of any such Award to a Covered Employee may be reduced, but not increased, based on the degree of
attainment of other performance criteria or otherwise at the discretion of the Committee.  For purposes of the Plan,
“Covered Employee” has the same meaning as set forth in Section 162(m) of the Code.

10.2           Maximum Yearly Awards.  The maximum annual Common Stock amounts in this Section 10.3 are subject
to adjustment under Section 13.2 and are subject to the Plan maximum under Section 4.2.

10.2.1          Performance-Based Awards. The maximum amount payable in respect of Performance Units,
performance-based Restricted Shares and other Awards in any calendar year may not exceed 500,000 shares of
Common Stock (or the then equivalent Fair Market Value thereof) in the case of any individual Participant.

10.2.2          Stock Options and SARs. Each individual Participant may not receive in any calendar year Awards of
Options or Stock Appreciation Rights exceeding 500,000 underlying shares of Common Stock.

11.           Dividend Equivalents.  In addition to the provisions of Section 8.5 of the Plan, Awards of Stock Options,
and/or Stock Appreciation Rights, may, in the sole discretion of the Committee and if provided for in the relevant
Award Agreement, earn dividend equivalents.  In respect of any such Award which is outstanding on a dividend
record date for Common Stock, the Participant shall be credited with an amount equal to the amount of cash or stock
dividends that would have been paid on the shares of Common Stock covered by such Award had such covered shares
been issued and outstanding on such dividend record date.  The Committee shall establish such rules and procedures
governing the crediting of such dividend equivalents, including, without limitation, the amount, the timing, form of
payment and payment contingencies and/or restrictions of such dividend equivalents, as it deems appropriate or
necessary.

12.           Non-transferability of Awards.  Unless otherwise provided in the Award Agreement, no Award under the
Plan or any Award Agreement, and no rights or interests herein or therein, shall or may be assigned, transferred, sold,
exchanged, encumbered, pledged, or otherwise hypothecated or disposed of by a Participant or any beneficiary(ies) of
any Participant, except by testamentary disposition by the Participant or the laws of intestate succession.  No such
interest shall be subject to execution, attachment or similar legal process, including, without limitation, seizure for the
payment of the Participant’s debts, judgments, alimony, or separate maintenance.  Unless otherwise provided in the
Award Agreement, during the lifetime of a Participant, Stock Options and Stock Appreciation Rights are exercisable
only by the Participant.
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13.           Changes in Capitalization and Other Matters.

13.1           No Corporate Action Restriction.  The existence of the Plan, any Award Agreement and/or the Awards
granted hereunder shall not limit, affect or restrict in any way the right or power of the Board or the shareholders of
the Company to make or authorize (a) any adjustment, recapitalization, reorganization or other change in the
Company’s or any Subsidiary’s capital structure or its business, (b) any merger, consolidation or change in the
ownership of the Company or any Subsidiary, (c) any issue of bonds, debentures, capital, preferred or prior preference
stocks ahead of or affecting the Company’s or any Subsidiary’s capital stock or the rights thereof, (d) any dissolution or
liquidation of the Company or any Subsidiary, (e) any sale or transfer of all or any part of the Company’s or any
Subsidiary’s assets or business, or (f) any other corporate act or proceeding by the Company or any Subsidiary.  No
Participant, beneficiary or any other person shall have any claim against any member of the Board or the Committee,
the Company or any Subsidiary, or any employees, officers, shareholders or agents of the Company or any subsidiary,
as a result of any such action.

13.2           Recapitalization Adjustments.  In the event that the Board determines that any dividend or other
distribution (whether in the form of cash, Common Stock, other securities, or other property), recapitalization, stock
split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, or
exchange of Common Stock or other securities of the Company, or other corporate transaction or event affects the
Common Stock such that an adjustment is determined by the Board, in its sole discretion, to be necessary or
appropriate in order to prevent dilution or enlargement of benefits or potential benefits intended to be made available
under the Plan, the Board may, in such manner as it in good faith deems equitable, adjust any or all of (i) the number
of shares of Common Stock or other securities of the Company (or number and kind of other securities or property)
with respect to which Awards may be granted, (ii) the number of shares of Common Stock or other securities of the
Company (or number and kind of other securities or property) subject to outstanding Awards, and (iii) the exercise
price with respect to any Stock Option, or make provision for an immediate cash payment to the holder of an
outstanding Award in consideration for the cancellation of such Award.

13.3   Mergers.  If the Company enters into or is involved in any merger, reorganization, recapitalization, sale of all or
substantially all of the Company’s assets, liquidation, or business combination with any person or entity (such merger,
reorganization, recapitalization, sale of all or substantially all of the Company’s assets, liquidation, or business
combination to be referred to herein as a "Merger Event"), the Board may take such action as it deems appropriate,
including, but not limited to, replacing such Stock Options and/or Stock Appreciation Rights with substitute stock
options and/or stock appreciation rights in respect of the shares, other securities or other property of the surviving
corporation or any affiliate of the surviving corporation on such terms and conditions, as to the number of shares,
pricing and otherwise, which shall substantially preserve the value, rights and benefits of any affected Stock Options
or Stock Appreciation Rights granted hereunder as of the date of the consummation of the Merger
Event.  Notwithstanding anything to the contrary in the Plan, if any Merger Event occurs, the Company shall have the
right, but not the obligation, to cancel each Participant's Stock Options and/or Stock Appreciation Rights and to pay to
each affected Participant in connection with the cancellation of such Participant's Stock Options and/or Stock
Appreciation Rights, an amount equal to the excess of the Fair Market Value, as determined by the Board, of the
Common Stock underlying any unexercised Stock Options or Stock Appreciation Rights (whether then exercisable or
not) over the aggregate exercise price of such unexercised Stock Options and/or Stock Appreciation Rights.
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Upon receipt by any affected Participant of any such substitute stock options, stock appreciation rights (or payment)
as a result of any such Merger Event, such Participant’s affected Stock Options and/or Stock Appreciation Rights for
which such substitute options and/or stock appreciation rights (or payment) were received shall be thereupon
cancelled without the need for obtaining the consent of any such affected Participant.

14.           Amendment, Suspension and Termination.

14.1           In General.  The Board may suspend or terminate the Plan (or any portion thereof) at any time and may
amend the Plan at any time and from time to time in such respects as the Board may deem advisable to insure that any
and all Awards conform to or otherwise reflect any change in applicable laws or regulations, or to permit the
Company or the Participants to benefit from any change in applicable laws or regulations, or in any other respect the
Board may deem to be in the best interests of the Company or any Subsidiary.  No such amendment, suspension or
termination shall (x) materially adversely effect the rights of any Participant under any outstanding Stock Options,
Stock Appreciation Rights, Performance Units, or Restricted Share grants, without the consent of such Participant, or
(y) increase the number of shares available for Awards pursuant to Section 4.2 or increase the Maximum Yearly
Awards under Section 10.2 or change the performance criteria listed in Section 10.1, without shareholder approval;
provided, however, that the Board may amend the Plan, without the consent of any Participants, in any way it deems
appropriate  to satisfy Code Section 409A and any regulations or other authority promulgated thereunder, including
any amendment to the Plan to cause certain Awards not to be subject to Code Section 409A.

14.2           Award Agreement Modifications.  The Committee may (in its sole discretion) amend or modify at any time
and from time to time the terms and provisions of any outstanding Stock Options, Stock Appreciation Rights,
Performance Units, or Restricted Share grants, in any manner to the extent that the Committee under the Plan or any
Award Agreement could have initially determined the restrictions, terms and provisions of such Stock Options, Stock
Appreciation Rights, Performance Units, and/or Restricted Share grants, including, without limitation, changing or
accelerating (a) the date or dates as of which such Stock Options or Stock Appreciation Rights shall become
exercisable, (b) the date or dates as of which such Restricted Share grants shall become vested, or (c) the performance
period or goals in respect of any Performance Units.  No such amendment or modification shall, however, materially
adversely affect the rights of any Participant under any such Award without the consent of such Participant; provided,
however, that the Committee may amend an Award without the consent of the Participant, in any way it deems
appropriate to satisfy Code Section 409A and any regulations or other authority promulgated thereunder, including
any amendment to or modification of such Award to cause such Award not to be subject to Code Section 409A.
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15.           Miscellaneous.

15.1           Tax Withholding.  The Company shall have the right to deduct from any payment or settlement under the
Plan, including, without limitation, the exercise of any Stock Option or Stock Appreciation Right, or the delivery,
transfer or vesting of any Common Stock or Restricted Shares, any federal, state, local or other taxes of any kind,
including without limitation, taxes required to be withheld under the tax laws, rules, regulations and governmental
orders of the PRC, which the Committee, in its sole discretion, deems necessary to be withheld to comply with the
Code and/or any other applicable law, rule or regulation.  Shares of Common Stock may be used to satisfy any such
tax withholding.  Such Common Stock shall be valued based on the Fair Market Value of such stock as of the date the
tax withholding is required to be made, such date to be determined by the Committee.  In addition, the Company shall
have the right to require payment from a Participant to cover any applicable withholding or other employment taxes
due upon any payment or settlement under the Plan.

15.2           No Right to Employment.  Neither the adoption of the Plan, the granting of any Award, nor the execution
of any Award Agreement, shall confer upon any employee of the Company or any Subsidiary any right to continued
employment with the Company or any Subsidiary, as the case may be, nor shall it interfere in any way with the right,
if any, of the Company or any Subsidiary to terminate the employment of any employee at any time for any reason.

15.3           Unfunded Plan.  The Plan shall be unfunded and the Company shall not be required to segregate any assets
in connection with any Awards under the Plan.  Any liability of the Company to any person with respect to any Award
under the Plan or any Award Agreement shall be based solely upon the contractual obligations that may be created as
a result of the Plan or any such award or agreement.  No such obligation of the Company shall be deemed to be
secured by any pledge of, encumbrance on, or other interest in, any property or asset of the Company or any
Subsidiary.  Nothing contained in the Plan or any Award Agreement shall be construed as creating in respect of any
Participant (or beneficiary thereof or any other person) any equity or other interest of any kind in any assets of the
Company or any Subsidiary or creating a trust of any kind or a fiduciary relationship of any kind between the
Company, any Subsidiary and/or any such Participant, any beneficiary thereof or any other person.

15.4           Payments to a Trust.  The Committee is authorized to cause to be established a trust agreement or several
trust agreements or similar arrangements from which the Committee may make payments of amounts due or to
become due to any Participants under the Plan.
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15.5           Other Company Benefit and Compensation Programs.  Payments and other benefits received by a
Participant under an Award made pursuant to the Plan shall not be deemed a part of a Participant’s compensation for
purposes of the determination of benefits under any other employee welfare or benefit plans or arrangements, if any,
provided by the Company or any Subsidiary unless expressly provided in such other plans or arrangements, or except
where the Board expressly determines in writing that inclusion of an Award or portion of an Award should be
included to accurately reflect competitive compensation practices or to recognize that an Award has been made in lieu
of a portion of competitive annual base salary or other cash compensation.  Awards under the Plan may be made in
addition to, in combination with, or as alternatives to, grants, awards or payments under any other plans or
arrangements of the Company or its Subsidiaries.  The existence of the Plan notwithstanding, the Company or any
Subsidiary may adopt such other compensation plans or programs and additional compensation arrangements as it
deems necessary to attract, retain and motivate employees.

15.6           Listing, Registration and Other Legal Compliance.  No Awards or shares of the Common Stock shall be
required to be issued or granted under the Plan unless legal counsel for the Company shall be satisfied that such
issuance or grant will be in compliance with all applicable federal, state or other securities laws and regulations and
any other applicable laws or regulations.  The Committee may require, as a condition of any payment or share
issuance, that certain agreements, undertakings, representations, certificates, and/or information, as the Committee
may deem necessary or advisable, be executed or provided to the Company to assure compliance with all such
applicable laws or regulations.  Certificates for shares of the Restricted Shares and/or Common Stock delivered under
the Plan may be subject to such stock-transfer orders and such other restrictions as the Committee may deem
advisable under the rules, regulations, or other requirements of the Securities and Exchange Commission, any stock
exchange upon which the Common Stock, or any depositary receipt evidencing an interest in Common Stock, is then
listed, and any applicable federal, state or other securities law.  In addition, if, at any time specified herein (or in any
Award Agreement or otherwise) for (a) the making of any Award, or the making of any determination, (b) the
issuance or other distribution of Restricted Shares and/or Common Stock, or (c) the payment of amounts to or through
a Participant with respect to any Award, any law, rule, regulation or other requirement of any governmental authority
or agency shall require either the Company, any Subsidiary or any Participant (or any estate, designated beneficiary or
other legal representative thereof) to take any action in connection with any such determination, any such shares to be
issued or distributed, any such payment, or the making of any such determination, as the case may be, shall be
deferred until such required action is taken.  With respect to persons subject to Section 16 of the Exchange Act,
transactions under the Plan are intended to comply with all applicable conditions of SEC Rule 16b-3.

15.7            Award Agreements.  Each Participant receiving an Award under the Plan shall enter into an Award
Agreement with the Company in a form specified by the Committee.  Each such Participant shall agree to the
restrictions, terms and conditions of the Award set forth therein and in the Plan.
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15.8           Designation of Beneficiary.  Each Participant to whom an Award has been made under the Plan may
designate a beneficiary or beneficiaries to exercise any option or to receive any payment which under the terms of the
Plan and the relevant Award Agreement may become exercisable or payable on or after the Participant’s death.  At any
time, and from time to time, any such designation may be changed or cancelled by the Participant without the consent
of any such beneficiary.  Any such designation, change or cancellation must be on a form provided for that purpose by
the Committee and shall not be effective until received by the Committee.  If no beneficiary has been designated by a
deceased Participant, or if the designated beneficiaries have predeceased the Participant, the beneficiary shall be the
Participant’s estate.  If the Participant designates more than one beneficiary, any payments under the Plan to such
beneficiaries shall be made in equal shares unless the Participant has expressly designated otherwise, in which case
the payments shall be made in the shares designated by the Participant.

15.9           Leaves of Absence/Transfers.  The Committee shall have the power to promulgate rules and regulations
and to make determinations, as it deems appropriate, under the Plan in respect of any leave of absence from the
Company or any Subsidiary granted to a Participant.  Without limiting the generality of the foregoing, the Committee
may determine whether any such leave of absence shall be treated as if the Participant has terminated employment
with the Company or any such Subsidiary.  If a Participant transfers within the Company, or to or from any
Subsidiary, such Participant shall not be deemed to have terminated employment as a result of such transfers.

15.10           Designated Participants.

15.10.1          Designation of Participant, Appointment of Trustee.  If the Committee determines in its sole discretion
that an appointment is necessary or desirable to comply with the regulatory requirements in the PRC, it may appoint
the Company, a Subsidiary, or any other institution or organization registered outside of the PRC (a “Trustee”) to hold
the interest and exercise the rights granted under the Plan of any Participant (a “Designated Participant”) who either is a
national of and ordinarily resident in the PRC or is otherwise designated by the Committee as a Designated
Participant. In relation to any such appointment, the Trustee will undertake to do the following for and on behalf of
the Designated Participant, subject at all times to the Committee’s supervision:

(i)           execute the relevant Award Agreement with the Company;

(ii)           hold the Award (a “Designated Award”) for the benefit of the Designated Participant;

(iii)           take such actions as the Designated Participant may instruct from time to time in connection with the
Designated Award or otherwise in relation to the Designated Participant’s beneficial interest under the Plan or under
the Award Agreement, including taking such actions as may be necessary to exercise the Designated Award under the
terms of the Plan; and
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(iv)           after deducting its costs, fees and expenses as contemplated under subsection 15.10.4, hold, or at the
Designated Participant’s direction remit to the Designated Participant, the net proceeds of sales or other transactions
involving the Designated Award or, as applicable, shares of Common Stock underlying such Award.

15.10.2          Restrictions on Method of Exercise.  Without limiting the scope of its authorities under the Plan, the
Committee may at any time impose restrictions on the method of exercise of Designated Award, such that upon
exercise of the Designated Award, the Designated Participant (or the Trustee action on the Designated Participant’s
behalf) does not receive shares of Common Stock and receives only cash, in the amount and denomination determined
by the Committee.

15.10.3          Termination of Appointment of Trustee.  An appointment of a Trustee pursuant to the terms of the Plan
to hold the interest and exercise the rights for the benefit of the Designated Participant shall terminate at such time as
the Committee determines in its sole discretion that such appointment is no longer necessary or desirable in order to
comply with regulatory requirements in the PRC.

15.10.4          Trustee Expenses.  The Trustee may deduct from the proceeds of sales or other transactions involving
the Designated Award or, as applicable, shares of Common Stock underlying such Award, any costs, fees and
expenses of the Trustee in relation to its appointment under this Section.  The Trustee will, under no circumstances,
otherwise require the Designated Participant to compensate it for any of its costs, fees, expenses or losses.

15.11           Code Section 409A.  This Plan and all Awards hereunder are intended to comply with the requirements of
Code Section 409A and any regulations or other authority promulgated thereunder.  Notwithstanding any provision of
the Plan or any Award Agreement to the contrary, the Board and the Committee reserve the right (without the consent
of any Participant and without any obligation to do so or to indemnify any Participant or the beneficiaries of any
Participant for any failure to do so) to amend this Plan and/or any Award Agreement as and when necessary or
desirable to conform to or otherwise properly reflect any guidance issued under Code Section 409A after the date
hereof without violating Code Section 409A.  In the event that any payment or benefit made hereunder would
constitute payments or benefits pursuant to a non-qualified deferred compensation plan within the meaning of Code
Section 409A and, at the time of a Participant‘s “separation from service”, such Participant is a “specified employee”
within the meaning of Code Section 409A, then any such payments or benefits shall be delayed until the six-month
anniversary of the date of such Participant’s “separation from service”.  Each payment made under this Plan shall be
designated as a “separate payment” within the meaning of Code Section 409A.

15.12           Governing Law.  The Plan and all actions taken thereunder shall be governed by and construed in
accordance with the laws of the State of New York, without reference to the principles of conflict of laws
thereof.  Any titles and headings herein are for reference purposes only, and shall in no way limit, define or otherwise
affect the meaning, construction or interpretation of any provisions of the Plan.
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15.13           Effective Date.  The Plan shall be effective upon its approval by the Board and adoption by the Company,
subject to the approval of the Plan by the Company’s shareholders in accordance with Sections 162(m) and 422 of the
Code.

IN WITNESS WHEREOF, this Plan is adopted by the Company on this 12th day of November, 2010.

CHINA PHARMA HOLDINGS, INC.

By:           /s/ Zhilin Li                                        
Name:   Zhilin Li
Title:     Chief Executive Officer
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