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Registrant’s telephone number, including area code: +86-451-8233-5794

Securities registered pursuant to Section 12(b) of the Act: None.

Title of each class Name of each exchange on which registered

Securities registered pursuant to section 12(g) of the Act:

Common Stock, $0.001 par value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. " Yes x No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. " Yes x No

Note — Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of
the Exchange Act from their obligations under those Sections.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

X Yes " No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). x Yes " No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
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information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer ~
Non-accelerated filer ~ (Do not check if a smaller reporting

Smaller reporting company x
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).

“Yes x No

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of the registrant’s most recently completed second fiscal quarter.

The aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of the registrant’s most recently completed second fiscal quarter was $ 16,377,768
(6,347,972 shares of common stock held by non-affiliates, closing price on June 30, 2011 was $2.58).

Note.—If a determination as to whether a particular person or entity is an affiliate cannot be made without involving
unreasonable effort and expense, the aggregate market value of the common stock held by non-affiliates may be
calculated on the basis of assumptions reasonable under the circumstances, provided that the assumptions are set forth
in this Form.

APPLICABLE ONLY TO REGISTRANTS INVOLVED IN BANKRUPTCY

PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12,
13 or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed
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by a court. " Yes ” No

(APPLICABLE ONLY TO CORPORATE REGISTRANTS)

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest
practicable date.

The number of shares of common stock, par value $0.001 (the “Common Stock™), outstanding as of April 13, 2012 is
10,582,503.

DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part I, Part
I1, etc.) into which the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or
information statement; and (3) Any prospectus filed pursuant to Rule 424(b) or (c) under the Securities Act of 1933.
The listed documents should be clearly described for identification purposes (e.g., annual report to security holders for
fiscal year ended December 24, 1980).
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Cautionary Statement Regarding Forward Looking Statements

The discussion contained in this Annual Report on Form 10-K (“Annual Report”) contains “forward-looking statements”
within the meaning of Section 27A of the United States Securities Act of 1933, as amended, or the Securities Act, and
Section 21E of the United States Securities Exchange Act of 1934, as amended, or the Exchange Act. Any statements
about our expectations, beliefs, plans, objectives, assumptions or future events or performance are not historical facts
and may be forward-looking. These statements are often, but not always, made through the use of words or phrases

like “anticipate,” “estimate,” “plans,” “projects,” “continuing,” “ongoing,” “target,” “expects,” “management believes,” “we be
intend,” “we may,” “we will,” “we should,” “we seek,” “we plan,” the negative of those terms, and similar words or phrases. W
base these forward-looking statements on our expectations, assumptions, estimates and projections about our business
and the industry in which we operate as of the date of this Annual Report. These forward-looking statements are

subject to a number of risks and uncertainties that cannot be predicted, quantified or controlled and that could cause
actual results to differ materially from those set forth in, contemplated by, or underlying the forward-looking

statements. Statements in this Annual Report describe factors, among others, that could contribute to or cause these
differences. Actual results may vary materially from those anticipated, estimated, projected or expected should one or
more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect. Because the factors
discussed in this Annual Report could cause actual results or outcomes to differ materially from those expressed in

any forward-looking statement made by us or on our behalf, you should not place undue reliance on any such
forward-looking statement. New factors emerge from time to time, and it is not possible for us to predict which will
arise. In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statement. Except as required by law, we undertake no obligation to publicly revise our forward-looking statements to
reflect events or circumstances that arise after the date of this Annual Report or the date of documents incorporated by
reference herein that include forward-looking statements.
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PART I

Item 1. Business.

History of our Organization

We were incorporated in North Carolina on December 2, 1996 under the name of ABC Realty Co. to engage in
residential real estate transactions as a broker or agent. Following the September 2004 reverse acquisition described
below, our corporate name was changed to China Education Alliance, Inc. At the time of the reverse acquisition, we
were not engaged in any business activity and we were considered to be a blank-check shell.

On September 15, 2004, we entered into an agreement pursuant to which:

the stockholders of Harbin Zhong He Li Da, a PRC corporation, transferred all of the stock of Harbin Zhong He Li
-Da to us and we issued to those stockholders a total of 18,333,333 shares of Common Stock, representing 95% of
our outstanding Common Stock after giving effect to the transaction.

Duane Bennett, who was then our chairman of the board and controlling shareholder, caused 3,666,667 shares of
Common Stock that were controlled by him to be transferred to us for cancellation, for which Harbin Zhong He Li
‘Da or its stockholders paid $400,000, of which $300,000 was paid in cash and the balance was paid by a promissory

note, which has been paid.

We changed our corporate name to China Education Alliance, Inc. on November 17, 2004.

General

We are an education service company that provides on-line education and on-site training in the People’s Republic of
China (“PRC”). We were organized to meet what our founders believe is an unmet need for educational resources
throughout the PRC. Based on the Chinese Finance Ministry’s 2011 draft report, the appropriation for education
spending in 2011 was RMB1.612 trillion.(source:
http://gks.mof.gov.cn/zhengfuxinxi/tongjishuju/201201/t20120120_624316.html) According to Chinese tradition,
spending on education resources is one of the family’s major expenditures. However, just as economic development is
not even throughout the PRC, there is an uneven allocation of educational resources in the PRC. In general, only
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students who pass the numerous examinations which are given at various stages of the educational process, can obtain
better educational opportunities at a higher level. We believe that the examination-oriented education has created a
market for products from companies that address this need.

Our principal business is the distribution of educational resources through the internet. Our website,
www.edu-chn.com, is a comprehensive education network platform which is based on network video technology and
large data sources of elementary education resources. We have a database comprised of such resources as test papers
that were used for secondary education and university level courses as well as video on demand. Our data base
includes more than 400,000 exams and test papers and courseware for college, secondary and elementary schools.
While some of these exams were given in previous years, we engage instructors to develop new exams and a
methodology for taking the exams. We market this data base under the name “Famous Instructor Test Paper Store.” We
also offer, through our website, video on demand, which includes tutoring of exam papers and exam techniques. We
compliment the past exams and test papers by providing an interactive platform for students to understand the key
points from the papers and exams. Although a number of the resources are available through our website without
charge, we charge our subscribers for such services as the Famous Instructor Test Paper Store and the video on
demand. Subscribers can purchase debit cards which can be used to download material from our website.

We also provide on-site teaching services in Harbin, which we market under the name “Classroom of Famed
Instructors.” We have 20 training facilities in Heilongjiang, Jilin, Liaoning, and Beijing, which can accommodate
approximately 10,000 students at the same time. These training facilities, which complement our on-line education
services, provide classroom and tutoring to our students. The courses cover primarily the compulsory education
curriculum of junior, middle and high school. We charge tuition for these classes.
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We have also introduced a program of on-line vocational training services. We collaborated with the China Vocation
Education Society to set up a website, www.360ve.com , which is an internet platform for training agencies and
schools to offer their services. We launched www.360ve.com in September 2007 and we called this program the
“Millions of College Students Employment Crossroad” program. Through this program we offer job search capability
and career planning courses for university students via our website. We developed this program in response to the
high unemployment rate for PRC college graduates. Many college graduates pursue vocational training after their
college education in order to find employment. Our program is designed to establish a long-term training program for
college students to build connections with corporations and participate in educational programs prescribed by hiring
corporations. We anticipate that we will constantly revise our materials to meet changes in the market as well as the
demands of university students and graduates who enroll in our courses in order to meet their changing needs.

On April 18, 2008, our wholly owned subsidiary, Harbin Zhong He Li Da Education Technology, Inc. (“ZHLD”)
entered into an agreement and supplementary agreement with Harbin Daily Newspaper Group to invest in a joint
venture company, Harbin New Discovery Media Co. ZHLD contributed RMB 3,000 000 (approximately $430,000)
and Harbin Daily Newspaper Group contributed RMB 3,120,000 (approximately $445,000) towards the registered
capital of Harbin New Discovery Media Co. In return for their respective contributions, ZHLD will own 49.02%
equity interest and Harbin Daily Newspaper Group will own 50.98% equity interest in Harbin New Discovery Media
Co., Ltd. This joint venture will create new educational material distribution channels in readable newspaper format in
the future. Pursuant to the terms of the supplementary agreement, Harbin Daily Newspaper Group assigned all its
rights in the “Scientific Discovery” newspaper exclusively to the joint venture company. The transaction closed on July
7, 2008 and as a result, Harbin New Discovery Media Co. Ltd. is now a 49.02% owned subsidiary of ZHLD and we
are now in the publication and distribution of a scientific newspaper business.

On January 4, 2009, our subsidiary, ZHLD entered into an agreement with Mr. Guang Li to jointly incorporate and
invest in a joint venture company, Zhong He Li Da (Beijing) Management Consultant Co., Ltd. (“ZHLDBJ”). ZHLD
contributed RMB 425,000 (approximately $62,107), and Mr. Guang Li contributed RMB 75,000 (approximately
$10,960) towards the registered capital of ZHLDBJ, amounting to a total registered capital of RMB 500,000
(approximately $73,067). ZHLD will own a 85% equity interest in ZHLDBJ and Mr. Guang Li will own a 15%
equity interest in ZHLDBJ. ZHLD has authorized Mr. Xiqun Yu to hold 20% of its equity interest of ZHLDBJ on its
behalf.

ZHLDBJ was incorporated on January 4, 2009 with a business term of 20 years. The registered capital of ZHLDBJ
has been paid by the parties concerned. Mr. Xiqun Yu, our CEO, is the legal representative and the managing director
of ZHLDBJ. ZHLDBJ planned to run the ‘Million Managers Training Program” with The National Association of
Vocational Education of China. This program is still in the planning stage. Towards the end of 2011, we have
successfully developed a new project called the “Zhong He Win-Win Program”, which is designed to fit the needs of
Chinese entrepreneurs to improve their leadership, management and marketing skills. Our comprehensive business
training initiatives integrate research-based, proprietary content with processes that are specifically connected to the
critical business issues that most private Chinese companies are facing.

10
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In February 2010, the Company, through its wholly owned subsidiary, ZHLD, incorporated a new company in the

PRC, Beijing New Shifan Education & Technology Co., Ltd. (“New Shifan”) with a registered capital of RMB 1.95
million (approximately $291,132). ZHLD owned a 65% equity interest in New Shifan and the other equity holders
together owned a 35% equity interest in New Shifan. In September 2011, New Shifan changed its name to Beijing

Hua Yu Ping Xue Education Technology Co., Ltd (“HYPX”). In October 2011, ZHLD took over the 35% equity interest
from the other equity holders of NYPX with no consideration, and authorized Mr. Xiqun Yu to hold the 35% equity
interest on its behalf. In November 2011, HYPX increased its share capital to RMB 2 million (approximately

$298,597). HYPX is focusing on expansion of our training centers in Beijing, and developing extensive marketing
strategy to establish new markets in other main cities.

11
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In October 2010, the Company founded a “Hundred Celebrity Teachers Club” in the PRC. The goal of the club is to
“assemble famous teachers, train students, and promote basic education in China”. The “Hundred Celebrity Teachers
Club” (the “Club”) is the first dynamic educational platform aimed at promoting math, physics, and chemistry in middle
and high schools in the PRC. So far, 100 teachers from 15 provinces of the PRC have joined the Club, making us one
of the largest bases of well-known teachers in the PRC. As members of the Club, these famous teachers will promote
high teaching standards in all three major disciplines — math, physics and chemistry — and provide consultation services
to select middle and high schools in the PRC. The Club's activities include teacher training, lectures given by celebrity
teachers, education evaluation, teaching cases analysis, subjects study, and international exchanges. It provides an
excellent stage for teachers to explore resources, discuss hot education topics, and promote academic growth. The
“Hundred Celebrity Teachers Club” is endorsed by the PRC Ministry of Education.

On March 4, 2011, the Company entered into a management agreement (the “Management Agreement”) with Nanchang
Institute of Technology (“NIT”), a vocational training institution based in Nanchang, the PRC. Pursuant to the
Agreement, the Company will manage the daily operations of NIT for ten years for an annual management fee of

RMB 10 million (approximately $1,461,347). The management fee is payable on a quarterly basis and in the event of
late payment, a late fee is imposed. Additionally, a liquidated damage of RMB 50 million (approximately

$7,869,678) will be paid by the party that defaults on the agreement.

In connection with the Management Agreement, the Company entered in to a loan agreement (the “Loan Agreement”),
pursuant to which the Company will loan NIT RMB 50 million (approximately $7,869,678) to build training facilities
and NIT will repay the RMB 50 million (approximately $7,869,678) in ten years from the date NIT receives the
principal. The loan has an annual interest rate of 20% and the interests will be waived by the Company if NIT makes
all payments under the Management Agreement in a timely manner. In the event it prepays the principal and interests
that are not due, NIT is subject to a prepayment penalty in the amount of 25% of the loan principal. The loan is
secured by the assets of certain guarantors.

As of December 31, 2011, we loaned NIT RMB 50 million (approximately $7,869,678) and NIT paid us RMB 7.5
million (approximately $1,161,998) in interest and $0 in principal, and we accrued RMB 2.5 million (approximately
$387,333) as interest receivable in the 4th quarter, 2011. Currently, we receive 20% annual interest income due
quarterly; therefore, the management fee is waived.

On March 14, 2011, the Company entered into a Share Transfer Agreement with the shareholder of Harbin Tianlang
Culture and Education School (“Tianlang”), a tutoring school with 5,000 then enrolled students, based in Harbin, the
PRC.

Pursuant to the Share Transfer Agreement, the Company agreed to purchase 60% of the equity interests of Tianlang
for RMB 35 million (approximately $5.3 million). The shareholder and the Company also provided RMB 2 million
(approximately $0.3 million) and RMB 3 million (approximately $0.5 million) as working capital for Tianlang,
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respectively. After the execution of the Share Transfer Agreement, Tianlang established a new board of directors with
five directors, of which three directors were appointed by the Company and two directors were appointed by the
shareholder. The acquisition of Tianlang was officially completed in April 2011. We are currently co-managing
Tianlang with the previous majority owner.

On March 21, 2011, the Company entered into an additional agreement with NIT. Pursuant to the agreement, the
Company and NIT jointly established Nanchang Institute of Technology College of Vocational Training and
Certification (the “College”). NIT provides facilities for free and the Company provides teachers, curriculums and
certificates of trainings and pays all the expenses incurred in the teaching process. In return, NIT and the Company
receive 20% and 80% of the total revenue of the College, respectively. The College is currently in the planning stage
which is managed by the Company.

On May 31, 2011, we entered into share transfer agreements with the shareholders of Changchun City Chaoyang
District Nuoya Foreign Languages School (““Changchun Nuoya”) and Harbin City Nangang District Nuoya Foreign
Languages School (“Harbin Nuoya”), two foreign language schools with a total of approximately 1,000 then enrolled
students based in the PRC. Pursuant to the share transfer agreements, we purchased 100% ownership of each of the
two schools for RMB 8 million (approximately $1.23 million). As a result of the acquisition, we are capable of
offering courses of English, Japanese, Korean, Russian, German, French, Spanish, Italian, Arabic, etc.

13
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On September 26, 2011, we effected a one-for-three reverse stock split of our issued and outstanding common stock.
As a result, the number of our issued and outstanding common stock was reduced from 31,747,249 shares to
10,582,503 shares.

Corporate Structure

Education Systems in the PRC

Since 1949 when the PRC was founded, the government in the PRC has considered education an important
component of its economic and social development. Recently, with the emergence of its market economy, education
has become a priority in the PRC.

According to the Ministry of Finance Report, the gross domestic education expenditure of the PRC in 2011 was
approximately RMB 1.612 trillion, increased by RMB356.6 billion, or 28.4% as compared to 2010 (source:
http://gks.mof.gov.cn/zhengfuxinxi/tongjishuju/201201/t20120120_624316.html). The average PRC family sets aside
10% of its savings for education according to the United Nations Educational, Scientific, and Cultural Organization.
We believe that many parents are willing to invest in their children for better and higher education because it is

critical for their future opportunities and advancement. The educational system in the PRC is under pressure to reform
and develop. On March 14, 2004, the second session of the 10th National People’s Congress concluded that the PRC
advocates “putting people first” as its development model. The PRC government sets education as a strategic priority in
the China Agenda for Education.

14
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The central government in the PRC, through the Ministry of Education, manages education in the PRC at a macro
level, responsible for carrying out related laws, regulations, guidelines and policies of the central government;
planning development of the education sector; integrating and coordinating educational initiatives and programs
nationwide; maneuvering and guiding education reform countrywide. To a large degree, the provincial governments
are left to implement basic education through development of teaching plans to supplement the required coursework
from the central Ministry of Education and the funding of basic education in poorer areas. Provincial level
governments have the main responsibilities for implementing basic education on a day to day basis.

Education is funded by a variety of sources: schools directly controlled by the central government are generally
funded from the central financial pool; schools controlled by local governments are supported by local governments,
the central government, and fund raising projects initiated by these schools themselves; schools sponsored by
township and village governments and by public institutions are mainly financed by the sponsor institutions and
subsidized by local governments; private schools are funded by sponsors (including collecting tuition from students
and soliciting contributions).

In the PRC, primary and secondary education takes 12 years to complete. Primary education generally is six years,
junior middle school is three years, and senior middle school is three years. Children generally begin primary school
at the age of six. In 1986, the PRC passed the Compulsory Education Law, which dictates that nine years of
compulsory education (grades 1 through 9) is to become mandatory and requires that provincial and local
governments take the necessary steps to ensure that all students receive at least the required nine years of education.
The goal of the Compulsory Education Law, as well as the subsequent guidelines, was to universalize compulsory
educatio
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