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ITEM 1.01 ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT

On March 13, 2006 Central American Equities Corp. and its wholly-owned
subsidiary, Ostar Acquisition Corp., entered into an Agreement and Plan of
Merger with Ostar Pharmaceutical, Inc. Ostar Pharmaceutical owns 60% of
Hebei Aoxing Pharmaceutical Group, which is involved in the business of
manufacturing and distributing analgesic drugs in the People's Republic of
China.

The Agreement provides that at a closing, which is expected to occur
later in March, Ostar Pharmaceutical will be merged into Ostar Acquisition
Corp., and become a wholly-owned subsidiary of Central American Equities
Corp. In connection with the merger, Central American Equities Corp. will
issue to the shareholders of Ostar Pharmaceutical 37,858,447 share of common
stock and 300,000 shares of a new Series C Preferred Stock. The Series C
Preferred Stock will be convertible into a total of 120,000,000 shares of
common stock. Accordingly, the current shareholders of Ostar Pharmaceutical
will own, after the merger, on a fully-diluted basis, 157,858,447 shares of
Central American Equities Corp common stock, representing 98.7% of the
outstanding, fully-diluted common shares.

On the same date, Michael Caggiano, Richard Wm. Talley, and P. James
Voloshin, the principal shareholders of Central American Equities Corp. (the
"Principal Shareholders"), entered into a Put and Call Option Agreement with
Warner Technology and Investment Corp. The Agreement provides that the
Principal Shareholders can require Warner Technology to purchase, or Warner
Technology can require the Principal Shareholders to sell, 551,415 shares of
Central American Equities Corp. common stock at any time during the period
commencing 90 days after the closing of the merger and ending one year after
the closing of the merger. Warner Technology will pay the Principal
Shareholders $200,000 on the closing date of the merger in consideration of

Source: CHINAAOXING PHARMACEUTICAL COMPANY, INC., 8-K, March 15, 2006



