Table of Contents

As filed with the Securities and Exchange Commissin October 17, 2006
Registration No.

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM F-3

REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

LJ INTERNATIONAL INC.

(Exact name of registrant as specified in its @rart

British Virgin Islands
(State or other jurisdiction
of incorporation or organization)

Not Applicable
(ILR.S. Employer Identification No.)

Unit #12, 12/F, Block A
Focal Industrial Centre
21 Man Lok Street
Hung Hom, Kowloon, Hong Kong
011-825-2764-3622
(Address and telephone number
of registrant’s principal executive offices)

Andrew N. Bernstein, Esq.
Andrew N. Bernstein, P.C.
5445 DTC Parkway, Suite 520
Greenwood Village, Colorado 80111
(303) 770-7131
(Name, address, and telephone number
of agent for service)

Copies of all communications to:

Andrew N. Bernstein, Esq.
Andrew N. Bernstein, P.C.
5445 DTC Parkway, Suite 520
Greenwood Village, Colorado 80111
Telephone: (303) 770-7131
Facsimile: (303) 770-7332



Table of Contents

Approximate date of commencement of proposed sale the public: As soon as practicable after this
Registration Statement becomes effective.

If the only securities being registered on thisrfraire being offered pursuant to dividend or interes
reinvestment plans, please check the following hbx.

If any of the securities being registered on tiiefrare to be offered on a delayed or continuossba
pursuant to Rule 415 under the Securities Act @8] &heck the following boX&

If this Form is filed to register additional sedig$ for an offering pursuant to Rule 462(b) uritier
Securities Act, please check the following box Bstcthe Securities Act registration statement narndf
the earlier effective registration statement far same offeringd

If this Form is a post-effective amendment filedguant to Rule 462(c) under the Securities Actckhikre
following box and list the Securities Act registoat statement number of the earlier effective tegton
statement for the same offeririg.

If this Form is a registration statement pursuar@éneral Instruction I.C. or a post-effective adreant
thereto that shall become effective upon filinghathte Commission pursuant to Rule 462(e) under the
Securities Act, check the following bdxl

If this Form is a post-effective amendment to astegtion statement filed pursuant to General tredton
I.C. filed to register additional securities or #ibchal classes of securities pursuant to Rule @j1@Gder
the Securities Act, check the following b&x.

CALCULATION OF REGISTRATION FEE

Proposed Proposed
maximum maximum
Title of each offering aggregate Amount of
class of securities Amounttobe | price per offering registration
to be registered registered (1) share price (3) fee (3)
2,162,869
Common Stock, $.01 par value shares(2) 3) $9,205,538 $985

(1) Pursuant to Rule416, this Registration Statement covers any additional shares of Common Stock
( “Shares” ) which become issuable by reason of any stock dividend, stock split, recapitalization or any
other similar transaction without receipt of consideration which results in an increase in the number of shares
outstanding.

(2) Represents the aggregate of:

* 1,466,668 shares of common stock which we issued to 11 institutional mnvestors at a purchase price of
$3.75 per share;

e 110% of 603,577 shares of common stock issuable upon exercise of certain warrants which we issued to
the 11 institutional investors; and

e 110% of 29,333 shares of common stock issuable upon exercise of certain warrants which we issued to a
placement agent in connection with the sale of the common stock and warrants to the 11 institutional
nvestors.

(3) Estimated solely for the purpose of computing the amount of the registration fee under Rule 457@) of the
Securities Act of 1933, as amended, based on:

 the maximum amount of consideration to be received by the Registrant in connection with the exercise of
the warrants ($3,060,199); and

« the closing price of $4.19 per share on October13, 2006 regarding the 1,466,668 shares to be registered
($6,145,339).



The Registrant hereby amends this Registration Stament on such date or dates as may be
necessary to delay its effective date until the Restrant shall file a further amendment which
specifically states that this Registration Statemershall thereafter become effective in accordance
with Section 8(a) of the Securities Act of 1933 amtil the Registration Statement shall become
effective on such date as the Commission, acting guant to said Section 8(a), may determine.
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The information in this prospectus is not completend may be changed. The selling securityholders
may not sell these securities until the registratio statement filed with the Securities and Exchange
Commission is declared effective. This prospectus not an offer to sell these securities and it i
soliciting an offer to buy these securities in angtate where the offer or sale is not permitted.

Subject to Completion, Dated October 17, 2006

Prospectus

LJ INTERNATIONAL INC.

2,162,869 SHARES
OF COMMON STOCK

The Issuer:We are a totally vertically integrated company thesigns, brands, markets and distributes a
complete range of fine jewelry. While we specializ¢he colored jewelry segment, we also offer légial
pieces set in yellow gold, white gold, platinumsterling silver and adorned with colored stoneapnainds,
pearls and precious stones. We are located at:

Unit #12, 12/F, Block A

Focal Industrial Centre

21 Man Lok Street

Hung Hom, Kowloon, Hong Kong
Telephone: 011-852-2764-3622

The Offering: All of the shares of common stock being offerethiss prospectus have been or will be
issued by us to the shareholders who are offehiamtfor sale. The total shares covered by thispaasas
include shares to be issued to the selling shatel®upon exercise of their outstanding warrartie. T
selling shareholders can use this prospectusltalset part of the shares they currently own @ym
receive through the exercise of their warrants.

Nasdag Global Market Trading Symbol:“JADE”. On October 13, 2006, the last sales priteuy
common stock was $4.19 per share.

Proceeds From This Offering:The shareholders selling the common stock in tfiésiag will receive all
of the proceeds from their sale, minus any commissor expenses they incur, but we may receive up t
$3,060,199 from the exercise, if any, of warrantshie selling shareholders. We will bear all of tosts
and expenses of registering the shares underdeeafeand state securities laws. These total emsts
expenses are estimated to be $60,000.

This investment involves a high degree of risk. Yoshould purchase shares only if you can afford a
complete loss. See “Risk Factors” beginning at page

Neither the Securities and Exchange Commission namy state securities commission has approved
or disapproved of these securities or passed upohe adequacy or accuracy of this prospectus. Any
representation to the contrary is a criminal offens.

The date of this prospectus is October __, 2006.



You should only rely upon the information includedin or incorporated by reference into this
prospectus or in any prospectus supplement that gelivered to you. We have not authorized anyone
to provide you with additional or different informa tion. This document may be used only where it is
legal to sell these securities. The information ithis document is accurate only as of the date ofith
document, regardless of the time of the delivery dhis prospectus or of any sale of our common stock

TABLE OF CONTENTS

Page
Where You Can Find More Information 3
Prospectus Summary 5
Forward-Looking Statements 7
Risk Factors 7
Capitalization and Indebtedness 12
Private Placement of Common Stock and Warrants 13
Selling Shareholders 14
Use of Proceeds 18
Determination of Offering Price 18
Plan of Distribution 18
Description of Securities 20
Legal Matters 20
Experts 20
Expenses of the Issue 21

Opinion and Consent of Andrew N. Bernstein, P.C.

Consent of Independent Registered Public Accounting Firm
2.




Table of Contents

WHERE YOU CAN FIND MORE INFORMATION

We file annual reports on Form 20-F and curreports on Form 6-K and other information witle th
U.S. Securities and Exchange Commission. You may aad copy any of our SEC filings at the SEC's
Public Reference Room at 100 F Street, N.E., Wastin D.C. 20549. You may call the SEC at 1-800-
SEC-0330 for further information about its Publief®ence Room. The SEC maintains an Internet site
that contains reports, proxy and information statets, and other information regarding issuersftleat
electronically with the SEC. The address of thi& isi http://www.sec.gov. Our Internet address is
http:/ivww.ljintl.com.

We are subject to the informational requiretaeri the Exchange Act as they apply to a foreidvepe
issuer. As a foreign private issuer, we are examger the Exchange Act from, among other things, th
rules prescribing the furnishing and content ofqyrstatements and annual reports to shareholdedsyur
officers, directors and principal shareholderseatempt from the reporting and short-swing profitneery
provisions set forth in Section 16 of the ExchaAge In addition, we are not required under the liaage
Act to file periodic reports and financial statertgewith the Commission as frequently or as promagly
United States companies whose securities are eegistinder the Exchange Act, and we are exempt from
the provisions of Regulation FD aimed at prevenisisgiers from making selective disclosures of ndter
information.

We have filed a registration statement on Fergnwith the SEC that covers the resale of thernom
stock offered by this prospectus. This prospecaspart of the registration statement, but thegeotus
does not include all of the information includedtie registration statement. You should refer & th
registration statement for additional informatidroat us and the common stock being offered in this
prospectus. Statements that we make in this pragpesating to any documents filed as an exhibihe
registration statement or any document incorporgeceference into the registration statement nwye
complete and you should review the referenced deatitself for a complete understanding of its &rm

The SEC allows us to “incorporate by referérice information we file with them, which meansth
we can disclose important information to you byerehg you to those documents. The documents that
have been incorporated by reference are an imggréahof the prospectus, and you should be sure to
review that information in order to understandtiature of any investment by you in the common stirck
addition to previously filed documents that areoiporated by reference, documents that we file thi¢h
SEC after the date of this prospectus will autocadllf update and, in some cases, supersede the
information in the registration statement. The doents that we have previously filed and that are
incorporated by reference include the following SHi6gs (File No. 0-29620):

*  QOur Annual Report on Form 20-F for the fiscal year ended December31, 2005;

» Each of our Reports on Form 6-K filed since December31, 2005;
-3-
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* Qur proxy statement for our annual meeting of shareholders which was held on August 4, 2006; and

+ The “Description of Securities” contained in our Registration Statement on Form 8-A filed on
February20, 1998 pursuant to Section 12(g) of the Exchange Act, together with all amendments and reports
filed for the purpose of updating that description.

All subsequent documents and reports fileddgursuant to Sections 13(a), 13(c), 14 or 15(the
Securities Exchange Act of 1934 after the datdisfrirospectus and prior to the date that thigioffes
terminated will automatically be incorporated bierence into this prospectus. We will provide yqon
written or oral request with copies of any of tleed@ments incorporated by reference, at no chargeup
however, we will not deliver copies of any exhiliitghose documents unless the exhibit itself is
specifically incorporated by reference. If you weblike a copy of any document, please write or uslat:

LJ International Inc.

Unit #12, 12/F, Block A

Focal Industrial Centre

21 Man Lok Street

Hung Hom, Kowloon, Hong Kong
Attention: Corporate Secretary
Telephone: 011-852-2764-3622
Facsimile: 011-852-2764-3783
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PROSPECTUS SUMMARY

You should read the following summary together whith more detailed information included at other
sections of this prospectus. In addition, you sthaakefully consider the factors described undéskR
Factors” at page 7 of this prospectus.

LJ International Inc.

LJ International Inc. (“we”, the “Company” drJI") is a totally vertically integrated companiyet
designs, brands, markets and distributes a comgaete of fine jewelry. While we specialize in the
colored jewelry segment, we also offer high-end@deset in yellow gold, white gold, platinum orrftey
silver and adorned with colored stones, diamoneatlg and precious stones. We distribute mainfine
jewelers, department stores, national jewelry chaimd electronic and specialty retailers throughmrth
America and Western Europe. Our product lines iporate all major categories sought by major ratile
including earrings, necklaces, pendants, ringsbaacelets.

We believe that our vertically integrated strme provides significant advantages over our citgys.
All profits from value added processes are capturennally, rather than shared with third party
manufacturers. This results in very competitiveipg for the retailer and enhanced profits for us.
Innovative processes in stone cutting and produadticther enhance our competitive position.

We employ an international design team andfaur designs and merchandising strategies are
proprietary. The exclusive and innovative concépds we create offer brand potential. Our primary
marketing focus has been in North America wherdaxe sold directly to certain high volume customers
that need specialized product development servéresthrough a marketing relationship with Inteiorz!
Jewelry Connection for those customers that negltehilevels of service and training.

We are located at Unit #12, 12/F, Block A, &ldadustrial Centre, 21 Man Lok Street, Hung Hom,
Kowloon, Hong Kong, telephone: 011-852-2764-3622.
-5-
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Securities Offered by the
Selling Shareholders

Common Stock Outstanding
as of Octoberl3, 2006:

Use of Proceeds

Risk Factors

Nasdag Global Market
Symbol

The Offering

A maximum of 2,162,869 shares of common stock. All of the common shares
are either issued by us or are issuable upon exercise of warrants. A description
of the terms of the warrants is included in this prospectus under “Private
Placement of Common Stock and Warrants” on page 13.

18,942,871 shares

We will not receive any of the proceeds of sales of common stock by the
selling shareholders but we may receive up to $3,060,199 from the exercise, if
any, of warrants by the selling shareholders.

The shares of common stock offered hereby involve a high degree of risk. See
“Risk Factors” on page 7.

JADE
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FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporatedhis prospectus by reference contain certain
forward-looking statements (as such term is defineSlection 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1284) information relating to LJI that are basedian
beliefs of the management of LJI as well as assompmade by and information currently availabl¢he
management of LJI. Statements that are not basbdgtmmical facts, which can be identified by thee wof
such words as “likely,” “will,” “suggests,” “targét‘may,” “would,” “could,” “anticipate,” “believe’
“estimate,” “expect,” “intend,” “plan,” “predict,and similar expressions and their variants, anedod-
looking. Such statements reflect the judgment dflsJof the date of this prospectus and they irevolv
many risks and uncertainties, such as those desichiblow. These factors could cause actual results
differ materially from those predicted in any forddooking statements. Although we believe that the
expectations reflected in the forward-looking statats are reasonable, we cannot guarantee fusuksie
levels of activity, performance or achievementsrédwer, neither we nor any other person assumes
responsibility for the accuracy and completeneshede forward-looking statements. We undertake no
obligation to update forward looking statements.

” ” ” ”ou ”ou ”ou

RISK FACTORS

Investors should carefully consider the risks described below before making an investment decision. The
risks described below are not the only ones facing our company. Additional risks not presently known to us
or that we currently believe are immaterial may also impair our business operations. Our business could
be harmed by any of theserisks. The trading price of our common stock could decline due to any of these
risks and investors may lose all or part of their investment. In assessing theserisks, investors should also
refer to the other information contained or incorporated by reference herein.

We depend upon three customers who each account fatleast 10% of our sales. We cannot be
certain that these sales will continue; if they doot, our revenues will likely decline.

Although we sell to a large number of custaiera variety of markets, three of our customache
account for at least 10% of our sales. For thalfigears ended December 31, 2004 and 2005, these
customers accounted for approximately 9%, 7% afd dflour 2004 sales and 14%, 11% and 10% of our
2005 sales. Although we have maintained good amgstanding relationships with these customers,ave d
not have any long-term contracts with them, eaclihafm orders only on a “purchase order” basis. The
loss of any of these customers or a significantiegdn in their orders would have a materially adee
effect on our revenues.

-7-
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We are controlled by one of our existing shareholds, whose interests may differ from those of other
shareholders.

Our largest shareholder beneficially ownsamtmls approximately 22.5% of our outstanding shaxrs
of December 31, 2005. Accordingly, he has contiglinfluence in determining the outcome of any
corporate transaction or other matters submittexitcshareholders for approval, including mergers,
consolidations and the sale of all or substant&lllpf our assets, election of directors, and o#ignificant
corporate actions. He also has the power to prexrerduse a change in control. In addition, withtbet
consent of this shareholder, we could be prevended entering into transactions that could be bieregf
to us. The interests of this shareholder may dfffamn the interests of our other shareholders.

We face significant competition from larger competors.

The making and distribution of jewelry is glhly competitive industry characterized by the dsity
and sophistication of the product. We compete wiefjior domestic and international companies with
substantially greater financial, technical and reéirig resources and personnel than us. There cao be
assurance other jewelry makers will not similadyelop low-cost, high-volume production capabitity
an even better process, providing greater competitir us and materially affecting our businesspeats.

There are numerous factors relating to the operatios of our business that could adversely affect our
success and results.

As a maker and merchandiser of low-cost, lojghlity gem-set jewelry, our existing and future
operations are and will be influenced by severetiofs, including:

 technological developments in the mass production of jewelry;

* our ability to meet the design and production requirements of our customers efficiently;
« the market acceptance of our and our customers”  jewelry;

 1increases in expenses associated with continued sales growth;

* our ability to control costs;

+ our management s ability to evaluate the public’ s taste and new orders to target satisfactory profit
margins,;

* our capacity to develop and manage the introduction of new designed products; and

* our ability to compete.

Quality control is also essential to our ofiers since customers demand compliance with design
product specifications and consistency of prodacti’e cannot assure that revenue growth will oooua
quarterly or annual basis.

-8-
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Our production facilities are located in China. Ourresults of operations and financial condition may,
therefore, be influenced by the economic, politicalegal and social conditions in China.

Since 1978, the Chinese government has béemniag, and is expected to continue to reform,nats
economic and political systems. Such reforms haselted in significant social progress. Other puallf
economic and social factors could also lead tdérrteadjustment of the reform measures. Thiseafent
and readjustment process may not always have tiyeasifect on our operations in China. At timeg w
may also be adversely affected by changes in psliaf the Chinese government such as changes én law
and regulations or their interpretation, the intrctibn of additional measures to control inflatichanges
in the rate or method of taxation and impositiomdditional restrictions on currency conversion and
remittances abroad.

Our products are currently made at our production facility located in Shenzhen, China. However,
our insurance may not adequately cover any lossesid to fire, casualty or theft.

We have obtained fire, casualty and theftriaisoe aggregating approximately $37 million, cavgri
several of our stock in trade, goods and merchandlisniture and equipment and production facitity
China. The proceeds of such insurance may notffieient to cover material damage to, or the logar
production facility due to fire, severe weatheopfl or other cause, and such damage or loss wawlel &
material adverse effect on our financial conditionsiness and prospects. Consistent with the castom
practice among enterprises in China and due todbein relation to the benefit, we do not carry an
business interruption insurance in China.

Sales of our jewelry to retailers are generally stinger during the quarter ending December 31 of
each year due to the importance of the holiday selg season.

The approximately 18% of our sales duringfibeal year ended December 31, 2005 to our TV
shopping channel customers was not seasonal inendtthas been our management’s experience that th
remaining 82% of our total sales is seasonallyifeesind is greater during the quarter ending
December 31 of each year.

Our holding company structure creates restrictionson the payment of dividends.

We have no direct business operations, otteer the ownership of our subsidiaries. While weehaw
current intention of paying dividends, should weagholding company, decide in the future to daso,
ability to pay dividends and meet other obligatidepends upon the receipt of dividends or other
payments from our operating subsidiaries and dtblelings and investments. In addition, our opegatin
subsidiaries are subject to restrictions on thagilitg to make distributions to us, including asesult of
restrictive covenants and minimum net worth reqo@sts in loan agreements, restrictions on the
conversion of local currency into US dollars oresthard currency and other regulatory restrictions.

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

We are a British Virgin Islands holding compaand substantially all of our assets are locatechina
and Hong Kong. In addition, all but one of our dires and officers are non-residents of the Uriiedes,
and all or substantial portions of the assets o suon-residents are located outside the UnitekStAs a
result, it may not be possible to effect servicpmifcess within the United States upon such persons
Moreover, there is doubt as to whether the codrtseoBritish Virgin Islands, China or Hong Kong wid
enforce:

* judgments of United States courts against us, our directors or our officers based on the civil liability

provisions of the securities laws of the United States or any state; or

* 1in original actions brought in the British Virgin Islands, China or Hong Kong, liabilities against us or non-
residents based upon the securities laws of the United States or any state.

Some information about us may be unavailable due texemptions under the Exchange Act for a
foreign private issuer.

We are a foreign private issuer within the nieg of the rules under the Exchange Act. As sughare
exempt from certain provisions applicable to Unidtes public companies, including:
* the rules under the Exchange Act requiring the filing with the Securities and Exchange Commission of
quarterly reports on Form 10-Q or current reports on Form 8-K;

* the provisions of RegulationFD aimed at preventing issuers from making selective disclosures of material
information;

« the sections of the Exchange Act regulating the solicitation of proxies, consents or authorizations applicable
to a security registered under the Exchange Act; and

« the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and
trading activities and establishing insider liability for profits realized from any “short-swing” trading
transaction.

Because of these exemptions, investors are notde@with the same information which is generally
available about public companies organized in thi#dd States.

Since we are a British Virgin Islands company, theights of our shareholders may be more limited
than those of shareholders of a company organized the United States.

Under the laws of most jurisdictions in theitdd States, majority and controlling shareholders
generally have certain fiduciary responsibilitieghie minority shareholders. Shareholder actionties
taken in good faith, and actions by controllingrehalders which are obviously unreasonable may be
declared null and void. British Virgin Islands lgrotecting the interests of minority shareholdessymot
be as protective in all circumstances as the law

-10-
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protecting minority shareholders in US jurisdicBoin addition, the circumstances in which a shaldr
of a BVI company may sue the company derivativahy the procedures and defenses that may be
available to the company, may result in the riglitshareholders of a BVI company being more limited
than those of shareholders of a company organizéweiUsS.

Furthermore, our directors have the poweake tertain actions without shareholder approvéathvh
would require shareholder approval under the laiwsast US jurisdictions. The directors of a BVI
corporation, subject in certain cases to court@ygdbut without shareholder approval, may impletreen
reorganization, merger or consolidation, the sékng assets, property, part of the business,argies
of the corporation. Our ability to amend our Menmzham of Association and Articles of Association
without shareholder approval could have the efféctelaying, deterring or preventing a change in ou
control without any further action by the shareleot including a tender offer to purchase our commo
stock at a premium over then current market prices.

-11-
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalinatas of June 30, 2006 on an actual basis. Ad dathe

following table is unaudited and in thousands.

Cash and cash equivalents

Long term indebtedness

Capital lease obligations, non-current portion

of which secured
Total long term indebtedness
of which secured

Short term indebtedness
Short term borrowings
of which secured and/or guaranteed
Capital lease obligations, current portion
of which secured and/or guaranteed
Total short term indebtedness
of which secured and/or guaranteed

Total Indebtedness
of which secured and/or guaranteed

Shareholders’ Equity:

Common stock, $.01 par value per share:
100,000,000 shares authorized, 17,263,203 shares issued and outstanding as of June30, 2006

Additional paid-in capital
Retained earnings

Exchange translation reserve
Unearned compensation

Total shareholders” equity

3,078

328
328
328
328

34,957
34,957
75
75
35,032
35,032

35,360
35,360

173

35,729

14,561
(156)
(19)

50,288
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PRIVATE PLACEMENT OF COMMON STOCK AND WARRANTS

Background

On September 25, 2006, we entered into a BiesuPurchase Agreement (the “Agreement”) with 11
institutional investors pursuant to which we issaad the investors purchased an aggregate of 88&6,
shares of our common stock at $3.75 per shareeth@svan aggregate of 236,909 warrants to purchase
236,909 shares at an exercise price of $4.221haee $the “Short Term Warrants”) and 366,668 wasran
to purchase 366,668 shares at an exercise pripg.50 per share (the “Long Term Warrants”). In &ddj
our placement agent received 29,333 Long Term Wernaith identical terms to the Long Term Warrants
issued to the investors.

The Transaction

The following summarizes the material termshef Short Term Warrants and the Long Term Warrants
and is qualified in its entirety by the Agreementl ghe exhibits thereto (each of which was filecdvas
Exhibit to our Current Report on Form 6-K filed 8aptember 27, 2006).

The material terms and conditions of the Sierm Warrants and the Long Term Warrants are
summarized as follows:

» each warrant is exercisable to purchase one share of our common stock

« the initial exercise price of each Short Term Warrant is $4.221 per share, subject to adjustment as provided
in the Short Term Warrant

« the initial exercise price of each Long Term Warrant is $4.50 per share, subject to adjustment as provided
in the Long Term Warrant

« the Short Term Warrants are exercisable at any time through the 90" calendar day from the date of this
Prospectus

» the Long Term Warrants are exercisable at any time on or after the 181" day after the issue date of
September25, 2006 for a term of five years thereafter

+ the warrants contain a “cashless exercise” feature if the registration statement covering the shares
underlying the warrants is not available at any time after one year from the date of issuance for the resale
of the shares upon exercise of the warrants

 the warrants contain certain limitations on the exercise thereof in the event that the holder would
beneficially own in excess of 9.99% of our common stock outstanding immediately after giving effect to
such exercise

« the warrants require an automatic repricing of the exercise price if we make certain sales of our common
stock or common stock equivalents in a capital-raising transaction at a price below the warrant exercise
price. (This “ratchet adjustment” provision does not apply in the case of certain exempt issuances.)

-13-
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SELLING SHAREHOLDERS

The shares of common stock being offered bys#iling shareholders are either issued or issugidn
exercise of the warrants. For additional inform@atiegarding the issuance of the warrants, seedteriv
Placement of Common Stock and Warrants” above. M/eegjistering the shares of common stock in order
to permit the selling shareholders to offer thaaebdor resale from time to time. Except for thenevghip
of the common stock and warrants issued pursuahetégreement and prior equity purchases with the
Company, the selling shareholders have not hadvetgrial relationship with us within the past three
years.

The table below lists the selling shareholderd other information regarding the beneficial evship
of the shares of common stock by each of the gedlirareholders. The second column lists the nuwiber
shares of common stock beneficially owned by eating shareholder, based on its ownership of the
common stock and warrants, as of October 13, 288&ming exercise of the warrants held by thengelli
shareholders on that date, without regard to anigdtions on conversions, redemptions or exercise.

The third column lists the shares of commaicisbeing offered by this prospectus by the selling
shareholders.

In accordance with the terms of a registratights agreement among the Company and the selling
shareholders, this prospectus generally coverseiade of (i) the shares of common stock issuedyaunt
to the Agreement and (ii) at least 110% of the neindd shares of common stock issuable upon exeofise
the related warrants as of the trading day immeligireceding the date the registration statengent i
initially filed with the SEC. Because the exergsize of the warrants may be adjusted, the number o
shares that will actually be issued may be moiess than the number of shares being offered By thi
prospectus. The fourth column assumes the saléaffthe shares offered by the selling sharehader
pursuant to this prospectus.

Under the terms of the warrants, a sellingeti@lder may not exercise the warrants to the ésterh
conversion, redemption or exercise would cause saltihg shareholder, together with its affiliates,
beneficially own a number of shares of common stelelch would exceed 9.99% of our then outstanding
shares of common stock following such exerciselughieg for purposes of such determination shares of
common stock issuable upon exercise of the warthatdhave not been exercised. The number of sirares
the second column does not reflect this limitatibime selling shareholders may sell all, some oerafn
their shares in this offering. See “Plan of Digitibn.”

The following information sets forth the benifl ownership of our shares of common stock gheaf
the Selling Shareholders as of October 13, 2006yares effect to securities deemed outstanding and
beneficially owned pursuant to Rule 13d-3(d)(1)emttie Exchange Act.

-14-
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Maximum Number of

Number of Shares Shares to be Sold Number of Shares
Owned Prior to Pursuant to this Owned After
Name of Selling Shareholder Offering Prospectus Offering
Portside Growth and Opportunity Fund (1) 564,612 (2) 564,612 0
Ramius Capital Group, L.L.C. (3) 282,306 (4) 282,306 0
RCG Crimson Partners, LP (5) 94,103 (6) 94,103 0
LeFrak Merchant Capital, LP (7) 808,435 () 376,409 432,026
Iroquois Master Fund Ltd. (9) 242,748 (10) 188,203 54,545
Crescent International Ltd. (11) 249,703 (12) 188,203 61,500
Truk Opportunity Fund, LLC (13) 171,267 (14) 171,267 0
Truk International Fund, LP (15) 16,938 (16) 16,938 0
Turicum Private Bank, Ltd. (17) 37,641 (18) 37,641 0
Triwizards Fund, LP (19) 37,641 (20) 37,641 0
Mosaic Partners, LP (21) 112,922 (22) 112,922 0
LS Funding, LLC 29,333(23) 29,333 0

(1) Ramius Capital Group, L.L.C. ( “Ramius Capital” ) is the investment adviser of Portside Growth and
Opportunity Fund ( “Portside” ) and consequently has voting control and investment discretion over
securities held by Portside. Ramius Capital disclaims beneficial ownership of the shares held by Portside.
Peter A. Cohen, Morgan B. Stark, Thomas W. Strauss and Jeffrey M. Solomon are the sole managing
members of C4S & Co., L.L.C., the sole managing member of Ramius Capital. As a result, Messrs.Cohen,
Stark, Strauss and Solomon may be considered beneficial owners of any shares deemed to be beneficially
owned by Ramius Capital. Messrs. Cohen, Stark, Strauss and Solomon disclaim beneficial ownership of

these shares.

The investment advisor to Portside Growth and Opportunity Fund is Ramius Capital Group, L.L.C. An
affiliate of Ramius Capital Group, L.L.C. i1s a NASD member. However, this affiliate will not sell any shares
purchased in this offering by Portside Growth and Opportunity Fund and will receive no compensation
whatsoever in connection with sales of shares purchased in this transaction.

(2) Includes 64,612 shares upon exercise of 64,612 Short Term Warrants and 100,000 shares upon exercise of

100,000 Long Term Warrants.

(3) Peter A. Cohen, Morgan B. Stark, Thomas W. Strauss and Jeffrey M. Solomon are the sole managing
members of C4S & Co., L.L.C., the sole managing member of Ramius Capital Group, L.L.C. As a result,
Messrs.Cohen, Stark, Strauss and Solomon may be considered beneficial owners of any shares deemed to be
beneficially owned by Ramius Capital. Messrs.Cohen, Stark, Strauss and Solomon disclaim beneficial

ownership of these shares.

An affiliate of Ramius Capital Group, L.L.C. is a NASD member. However, this affiliate will not sell any
shares purchased in this offering by Ramius Capital Group, L.L.C. Fund and will receive no compensation
whatsoever in connection with sales of shares purchased in this transaction.

(4) Includes 32,306 shares upon exercise of 32,306 Short Term Warrants and 50,000 shares upon exercise of

50,000 Long Term Warrants.
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(5) Ramius Capital Group, L.L.C. ( “Ramius Capital” ) is the investment adviser of RCG Crimson Partners,
LP ( “Crimson” ) and consequently has voting control and investment discretion over securities held by
Crimson. Ramius Capital disclaims beneficial ownership of the shares held by Crimson. Peter A. Cohen,
Morgan B. Stark, Thomas W. Strauss and Jeffrey M. Solomon are the sole managing members of C4S &
Co., L.L.C,, the sole managing member of Ramius Capital. As a result, Messrs.Cohen, Stark, Strauss and
Solomon may be considered beneficial owners of any shares deemed to be beneficially owned by Ramius
Capital. Messrs.Cohen, Stark, Strauss and Solomon disclaim beneficial ownership of these shares.

The investment advisor to RCG Crimson Partners, LP is Ramius Capital Group, L.L.C. An affiliate of
Ramius Capital Group, L.L.C. is a NASD member. However, this affiliate will not sell any shares
purchased in this offering by RCG Crimson Partners, LP and will receive no compensation whatsoever in
connection with sales of shares purchased in this transaction.

(6) Includes 10,769 shares upon exercise of 10,769 Short Term Warrants and 16,667 shares upon exercise of
16,667 Long Term Warrants.

(7) Harrison T. LeFrak and Richard LeFrak each individually exercise investment and voting control over the
shares.

(8) Includes 43,075 shares upon exercise of 43,075 Short Term Warrants and 66,667 shares upon exercise of
66,667 Long Term Warrants.

(9) Joshua Silverman has voting and investment control over the shares held by Iroquois Master Fund Ltd.
Mr.Silverman disclaims beneficial ownership of these shares.

(10) Includes 21,537 shares upon exercise of 21,537 Short Term Warrants and 33,333 shares upon exercise of
33,333 Long Term Warrants.

(11) Maxi Brezzi and Bachir Taleb-Ibrahimi, in their capacity as managers of Cantara (Switzerland) SA, the
investment advisor to Crescent International Ltd., have voting control and investment discretion over the
shares owned by Crescent International Ltd. Messrs.Brezzi and Taleb-Ibrahimi disclaim beneficial
ownership of such shares.

(12) Includes 21,537 shares upon exercise of 21,537 Short Term Warrants, 33,333 shares upon exercise of
33,333 Long Term Warrants, and 61,500 shares upon exercise of 61,500 warrants to purchase 61,500 shares
at $2.98 per share through September3, 2009.

(13) Michael E. Fein and Stephen E. Saltzstein, as principals of Atoll Asset Management, LLC, the Managing
Member of Truk Opportunity Fund, LLC, exercise investment and voting control over the securities owned
by Truk Opportunity Fund, LLC. Both Mr.Fein and Mr.Saltzstein disclaim beneficial ownership of the
securities owned by Truk Opportunity Fund, LLC.

(14) Includes 19,599 shares upon exercise of 19,599 Short Term Warrants and 30,334 shares upon exercise of
30,334 Long Term Warrants.

(15) Michael E. Fein and Stephen E. Saltzstein, as principals of Atoll Asset Management, LLC, the Managing
Member of Truk International Fund, LP, exercise investment and voting control over the securities owned
by Truk International Fund, LP. Both Mr.Fein and Mr.Saltzstein disclaim beneficial ownership of the
securities owned by Truk International Fund, LP.



(16) Includes 1,938 shares upon exercise of 1,938 Short Term Warrants and 3,000 shares upon exercise of 3,000
Long Term Warrants.

(17) Stephen P. Monticelli, as president of Mosaic Investments LLC, authorized manager of separate account for
Turicum Private Bank, Ltd., exercises investment and voting control over the shares.
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(18) Includes 4,307 shares upon exercise of 4,307 Short Term Warrants and 6,667 shares upon exercise of 6,667
Long Term Warrants.

(19) Stephen P. Monticelli, as president of Mosaic Investments LLC, general partner of Triwizards Fund, LP,
exercises investment and voting control over the shares.

(20) Includes 4,307 shares upon exercise of 4,307 Short Term Warrants and 6,667 shares upon exercise of 6,667
Long Term Warrants.

(21) Stephen P. Monticelli, as president of Mosaic Investments LLC, general partner of Mosaic Partners, LP,
exercises investment and voting control over the shares.

(22) Includes 12,922 shares upon exercise of 12,922 Short Term Warrants and 20,000 shares upon exercise of
20,000 Long Term Warrants.

(23) Represents 29,333 shares upon exercise of 29,333 Long Term Warrants.
-17-
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USE OF PROCEEDS

The selling shareholders will receive thepreceeds from the sale of their shares of commmrksiWe
will not receive any proceeds from these saleswillehowever, receive proceeds from the exercisthe
warrants. The purchase price is payable in cagtil &f the warrants are exercised for cash, weresdeive
up to $3,060,199.

DETERMINATION OF OFFERING PRICE

The selling shareholders may use this progpdmm time to time to sell their common stoclagtrice
determined by the shareholder selling the commmeksT he price at which the common stock is solg ma
be based on market prices prevailing at the tingat, at prices relating to such prevailing mapkétes,
or at negotiated prices.

PLAN OF DISTRIBUTION

Each Selling Shareholder (the “Selling Shalddrs”) of the common stock and any of their plegge
assignees and successors-in-interest may, fromtdirtime, sell any or all of their shares of comnstock
on the Nasdaqg Stock Market or any other stock exghanarket or trading facility on which the shaaes
traded or in private transactions. These saleshaat fixed or negotiated prices. A Selling Shaleo
may use any one or more of the following methodem#elling shares:

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

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

» purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
» an exchange distribution in accordance with the rules of the applicable exchange;
* privately negotiated transactions;

« settlement of short sales entered into after the effective date of the registration statement of which this
prospectus is a part;

» broker-dealers may agree with the Selling Shareholders to sell a specified number of such shares at a
stipulated price per share;

« through the writing or settlement of options or other hedging transactions, whether through an options
exchange or otherwise;
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* acombination of any such methods of sale; or

* any other method permitted pursuant to applicable law.

The Selling Shareholders may also sell shander Rule 144 under the Securities Act of 1933, as
amended (the “Securities Act”), if available, ratttean under this prospectus.

Broker-dealers engaged by the Selling Shadehsimay arrange for other brokers-dealers toqiaate
in sales. Broker-dealers may receive commissioésaounts from the Selling Shareholders (or, if an
broker-dealer acts as agent for the purchaseraséshfrom the purchaser) in amounts to be negdtidiut,
except as set forth in a supplement to this Prdgpein the case of an agency transaction notéesxof a
customary brokerage commission in compliance wBSRR Rule 2440; and in the case of a principal
transaction a markup or markdown in compliance WI&SDR IM-2440.

In connection with the sale of the common Istarcinterests therein, the Selling Shareholderg emer
into hedging transactions with broker-dealers beofinancial institutions, which may in turn engag
short sales of the Common Stock in the course ddihg the positions they assume. The Selling
Shareholders may also sell shares of the commak stwrt and deliver these securities to closatait
short positions, or loan or pledge the common stodicoker-dealers that in turn may sell these 1StesL
The Selling Shareholders may also enter into opdrasther transactions with broker-dealers or other
financial institutions or the creation of one ormnderivative securities which require the delivierguch
broker-dealer or other financial institution of sbsoffered by this prospectus, which shares studkeb-
dealer or other financial institution may reselrguant to this prospectus (as supplemented or asdeond
reflect such transaction).

The Selling Shareholders and any broker-dealeagents that are involved in selling the sharag be
deemed to be “underwriters” within the meaninghef Securities Act in connection with such sales. In
such event, any commissions received by such bidéaers or agents and any profit on the resaleeof
shares purchased by them may be deemed to be uitalgneommissions or discounts under the
Securities Act. Each Selling Shareholder has inéofms that it does not have any written or oral
agreement or understanding, directly or indirectligh any person to distribute the Common Stockadn
event shall any broker-dealer receive fees, conionissand markups which, in the aggregate, would
exceed eight percent (8%).

We are required to pay certain fees and exgseinsurred by us incident to the registrationrhefshares.
We have agreed to indemnify the Selling Sharehsldgainst certain losses, claims, damages and
liabilities, including liabilities under the Sectieis Act.

Because Selling Shareholders may be deemsel‘tenderwriters” within the meaning of the Sedest
Act, they will be subject to the prospectus delwerguirements of the Securities Act including RLR
thereunder. In addition, any securities coverethisyprospectus which qualify for sale pursuant to
Rule 144 under the Securities Act may be sold uRdde 144 rather
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than under this prospectus. There is no underwsiteoordinating broker acting in connection wltle t
proposed sale of the resale shares by the SelliageBolders.

We agreed to keep this prospectus effectiviéthie earlier of (i) the date on which the shamesy be
resold by the Selling Shareholders without regigmaand without regard to any volume limitations b
reason of Rule 144(k) under the Securities Actngrather rule of similar effect or (i) all of thehares
have been sold pursuant to this prospectus or Ridainder the Securities Act or any other ruleiroflar
effect. The resale shares will be sold only throtegiistered or licensed brokers or dealers if regluinder
applicable state securities laws. In addition,értain states, the resale shares may not be stagsuiney
have been registered or qualified for sale in fhieable state or an exemption from the regisiratr
qualification requirement is available and is coiegbwith.

Under applicable rules and regulations unidemfxchange Act, any person engaged in the disivibu
of the resale shares may not simultaneously enigagarket making activities with respect to the coom
stock for the applicable restricted period, asrdefiin Regulation M, prior to the commencementef t
distribution. In addition, the Selling Shareholdeil be subject to applicable provisions of thecBange
Act and the rules and regulations thereunder, @iofyRegulation M, which may limit the timing of
purchases and sales of shares of the common syable S elling Shareholders or any other person. We
will make copies of this prospectus available ® $elling Shareholders and have informed themeof th
need to deliver a copy of this prospectus to eachhaser at or prior to the time of the sale.

DESCRIPTION OF SECURITIES

We have previously registered our common stoaler the Exchange Act by filing a Form 8-A on
February 20, 1998.

LEGAL MATTERS

Certain legal matters have been passed upars foy Andrew N. Bernstein, P.C., 5445 DTC Parkway
Suite 520, Greenwood Village, Colorado 80111.

EXPERTS

Our audited consolidated financial statemapfsearing in our Annual Report on Form 20-F for the
fiscal years ended December 31, 2005 and 2004oarghth of the years in the three-year period ended
December 31, 2005, have been incorporated by referia this prospectus in reliance upon the repfort
Moores Rowland Mazars, Hong Kong, an independeistered public accounting firm, incorporated by
reference herein, and upon the authority of said &s experts in accounting and auditing.

-20-



Table of Contents

EXPENSES OF THE ISSUE

The following table sets forth the aggregatgemses to be paid by us in connection with thisrifg.
All amounts shown are estimates, except for the Bfg@tration fee. We will pay all expenses in
connection with the distribution of the shares@heon stock being sold by the Selling Shareholders
(including fees and expenses of their counsel)ggixfor the underwriting discount payable by the
particular Selling Shareholder.

SEC Registration Fee $ 985
Accounting fees and expenses 10,000
Legal fees and expenses 35,000
Printing and mailing expenses 5,000
Miscellaneous 9,015

Total $60,000
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 8. Indemnification of Directors and Officers.

As in most United States jurisdictions, thadabof directors of a British Virgin Islands compas
charged with the management and affairs of the emypand subject to any limitations to the contiary
the Memorandum of Association of the Company, tbarB of Directors is entrusted with the power to
manage the business and affairs of the Compamyobt United States jurisdictions, directors owe a
fiduciary duty to the company and its shareholdiexduding a duty of care, pursuant to which dicest
must properly apprise themselves of all reasonawdylable information, and a duty of loyalty, pusetto
which they must protect the interests of the corgzam refrain from conduct that injures the company
its shareholders or that deprives the companysatiareholders of any profit or advantage. Manyedhni
States jurisdictions have enacted various statygoyyisions which permit the monetary liability of
directors to be eliminated or limited.

Under British Virgin Islands law, liability af director to the company is basically limiteccéses of
wilful malfeasance in the performance of his dutieto cases where the director has not acted tgnes
and in good faith and with a view to the best iet¢s of the company. However, under its Memorandfim
Association, the Company is authorized to indemaify person who is made or threatened to be made a
party to a legal or administrative proceeding bywé of being a director, officer or liquidator thie
Company, provided such person acted honestly agdad faith and with a view to the best interestthe
Company and, in the case of a criminal proceedingh person had no reasonable cause to believeishat
conduct was unlawful. The Company’'s Memorandum sgakiation also permits the Company to
indemnify any director, officer or liquidator ofdflCompany who was successful in any proceedingnsigai
expenses and judgments, fines and amounts pagttiareent and reasonably incurred in connectioh wit
the proceeding, where such person met the standlamhduct described in the preceding sentence.

The Company has provisions in its Memorandfitissociation that insure or indemnify, to the full
extent allowed by the laws of the Territory of Brétish Virgin Islands, directors, officers, emptss,
agents or persons serving in similar capacitieghier enterprises at the request of the Company.

The Company may obtain a directors’ and officesurance policy.
-1
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Iltem 9. Exhibits.

The following exhibits are filed herewith oxcorporated by reference herein:
Exhibit3.1 Memorandum of Association of the Company*
Exhibit3.2  Articles of Association of the Company*

Exhibit4.1 Form of Short Term Warrant issued pursuant to the Securities Purchase Agreement dated as of
September25, 2006%**

Exhibit4.2 Form of Long Term Warrant issued pursuant to the Securities Purchase Agreement dated as of
September25, 2006%**

Exhibit5.1  Opinion of Andrew N. Bernstein, P.C.

Exhibitl10.1 Securities Purchase Agreement dated as of September25, 2006 covering the sale of 1,466,668
shares of common stock and 603,577 common stock purchase warrants®*

Exhibit10.2 Form of Registration Rights Agreement entered into pursuant to the Securities Purchase Agreement
dated as of September25, 2006**

Exhibit23.1 Consent of Moores Rowland Mazars, Independent Registered Public Accounting Firm
Exhibit23.2 Consent of Andrew N. Bernstein, P.C. (included in Exhibit5.1)

* _incorporated by reference to the Exhibits to our Registration Statement on Form F-1 and pre-effective and
post-effective amendments thereto, SEC File No. 333-7912, declared effective on April 15, 1998.

** _incorporated by reference to the Exhibits to our Report on Form 6-K filed with the SEC on September27,
2006, SEC File No.0-29620.

Item 10. Undertakings
(a) Rule 415 Offerings.
The undersigned registrant hereby undertakes:

(1) To file, during any period in which offess sales are being made, a post-effective amertdmen
this registration statement:
-2
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(i) To include any prospectus requiredsbgtion 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus anytéagor events arising after the effective date efrergistration
statement (or the most recent post-effective amendthereof) which, individually or in the aggregat
represent a fundamental change in the informagoifosth in the registration statement. Notwithstiag
the foregoing, any increase or decrease in voluinseaurities offered (if the total dollar valuesgfcurities
offered would not exceed that which was registeaed) any deviation from the low or high end of the
estimated maximum offering range may be refleatetié form of prospectus filed with the Commission
pursuant to Rule 424(b) if, in the aggregate, tienges in volume and price represent no more than a
20 percent change in the maximum aggregate offeniicg set forth in the “Calculation of Registratio
Fee” table in the effective registration statemant

(i) To include any material informatiavith respect to the plan of distribution not pmisly
disclosed in the registration statement or any rizdtehange to such information in the registration
statement;

provided, however, that paragraphs (a)(1)(i), (éifland (a)(2)(iii) of this section do not apgfithe
information required to be included in a post-effecamendment by those paragraphs is contained in
reports filed with or furnished to the Commissigntbe registrant pursuant to section 13 or secihal)
of the Securities Exchange Act of 1934 that areriporated by reference in the registration statenoens
contained in a form of prospectus filed pursuaRtte 424(b) that is part of the registration staat.

(2) That, for the purpose of determining aapility under the Securities Act of 1933, eachtspost-
effective amendment shall be deemed to be a nestnaipn statement relating to the securitiesrefie
therein, and the offering of such securities at tinge shall be deemed to be the initial bona €ifering
thereof.

(3) To remove from registration by means pbat-effective amendment any of the securitiesgein
registered which remain unsold at the terminatibthe offering.

(4) As a foreign private issuer, to file a peffective amendment to the registration statertemtclude
any financial statements required by Item 8.A aff*@0-F at the start of any delayed offering or
throughout a continuous offering. Financial statet®@nd information otherwise required by
Section 10(a)(3) of the Act need not be furnisheedyided that the registrant includes in the prospectus, by
means of a post-effective amendment, financiaéstahts required pursuant to this paragraph (ah@) a
other information necessary to ensure that allrdtifermation in the prospectus is at least asenras the
date of those financial statements. Notwithstandlirgforegoing, with respect to registration stagata on
Form F-3, a post-effective amendment need notlée b include financial statements and information
required by Section 10(a)(3) of the Act or Secd®.3-19 of this chapter if such financial stateteemd
information are contained in periodic reports filgith or furnished to the
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Commission by the registrant pursuant to sectionrisection 15(d) of the Securities Exchange Act of
1934 that are incorporated by reference in the He#3n

(5) That, for the purpose of determining lipiunder the Securities Act of 1933 to any pusdra
(i) If the registrant is relying on R/&0B:

(A) Each prospectus filed by theistrgnt pursuant to Rule 424(b)(3) shall be deetodik part
of the registration statement as of the date thd firospectus was deemed part of and includdukin t
registration statement; and

(B) Each prospectus required toiled pursuant to Rule 424(b)(2), (b)(5), or (b)§B)part of a
registration statement in reliance on Rule 4308t} to an offering made pursuant to Rule 415§6)(1
(vii), or (x) for the purpose of providing the imfoation required by section 10(a) of the Securitiesof
1933 shall be deemed to be part of and includé#ddnegistration statement as of the earlier ofitite
such form of prospectus is first used after effextess or the date of the first contract of saleectrities
in the offering described in the prospectus. As/juled in Rule 430B, for liability purposes of thesuer
and any person that is at that date an underwsiteh) date shall be deemed to be a new effectieeada
the registration statement relating to the seasiti the registration statement to which that peotus
relates, and the offering of such securities dttihge shall be deemed to be the initial bona fifering
thereof.Provided, however, that no statement made in a registration stateorgmiospectus that is part of
the registration statement or made in a documentjporated or deemed incorporated by referencetigto
registration statement or prospectus that is gafteoregistration statement will, as to a purchasth a
time of contract of sale prior to such effectivéejaupersede or modify any statement that was inate
registration statement or prospectus that wasgbdne registration statement or made in any such
document immediately prior to such effective date;

(i) If the registrant is subject to R4iBOC, each prospectus filed pursuant to Rule 2KIpart of a
registration statement relating to an offeringeotihan registration statements relying on RuleBA80
other than prospectuses filed in reliance on R84 shall be deemed to be part of and includetién
registration statement as of the date it is fisstcLiafter effectivenesBrovided, however, that no statement
made in a registration statement or prospectussipsrt of the registration statement or made in a
document incorporated or deemed incorporated leyerte into the registration statement or prosgectu
that is part of the registration statement willf@a purchaser with a time of contract of salemto such
first use, supersede or modify any statement tlastmwade in the registration statement or prospéuais
was part of the registration statement or madeinsach document immediately prior to such datérsif
use.

(6) That, for the purpose of determining ligpiof the registrant under the Securities AcilOB3 to any
purchaser in the initial distribution of the seties:
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The undersigned registrant undertakesrteaprimary offering of securities of the undgred
registrant pursuant to this registration statenregrdless of the underwriting method used totisell
securities to the purchaser, if the securitieoffiered or sold to such purchaser by means of &theo
following communications, the undersigned regidtegifl be a seller to the purchaser and will be
considered to offer or sell such securities to uatthaser:

(i) Any preliminary prospectus or prospisoof the undersigned registrant relating to tfieriog
required to be filed pursuant to Rule 424;

(ii) Any free writing prospectus relatitgthe offering prepared by or on behalf of thdensigned
registrant or used or referred to by the undersigegistrant;

(i) The portion of any other free wrifi prospectus relating to the offering containirgtenal
information about the undersigned registrant osétsurities provided by or on behalf of the undgrsd
registrant; and

(iv) Any other communication that is diffeo in the offering made by the undersigned regrgtto
the purchaser.

(b) Filings Incorporating Subsequent Exchange Act dcuments by reference.

The undersigned registrant hereby undertaiags for purposes of determining any liability unthee
Securities Act of 1933, each filing of the regiatta annual report pursuant to section 13(a) oticeed 5(d)
of the Securities Exchange Act of 1934 that is ipooated by reference in the registration statersleall
be deemed to be a new registration statementrrgltithe securities offered therein, and the oiteof
such securities at that time shall be deemed thédmitial bona fide offering thereof.

(c) Request for acceleration of effective date.

Insofar as indemnification for liabilities sirig under the Securities Act of 1933 may be péeahito
directors, officers and controlling persons ofitbgistrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised thheipinion of the Securities and Exchange Comonissi
such indemnification is against public policy apmssed in the Securities Act of 1933 and is, fheze
unenforceable. In the event that a claim for inddination against such liabilities (other than freeyment
by the registrant of expenses incurred or paid 8iyector, officer or controlling person of the igtgant in
the successful defense of any action, suit or gdiog) is asserted by such director, officer ortiagling
person in connection with the securities beingstegéd, the registrant will, unless in the opirdiits
counsel the matter has been settled by contrghiirgedent, submit to a court of appropriate jucisoin
the question whether such indemnification by adgsinst public policy as expressed in the Secaritiet
of 1933 and will be governed by the final adjudimatbof such issue.

[I-5



Table of Contents

SIGNATURES

Pursuant to the requirements of the Secut@of 1933, the Registrant certifies that it heasonable
grounds to believe that it meets all of the requeats for filing on Form F-3 and has duly causésl th
Registration Statement or amendment thereto tigned on its behalf by the undersigned, thereuntp d
authorized, in Hong Kong on October 17, 2006.

LJ INTERNATIONAL INC.

By:/s/ YU CHUAN YIH
Yu Chuan Yih
Chairman and President

Pursuant to the requirements of the Securtof 1933, this Registration Statement or amegim
thereto has been signed by the following persotisarcapacities and on the dates indicated.

Signature Title Date
/s/ YU CHUAN YIH President, Chief Executive Officer 10/17/06
Yu Chuan Yih and Chairman of the Board of Directors (Principal

Executive Officer)

/sl KA MAN AU Executive Vice President and 10/17/06
Ka Man Au Director

/sl HON TAK RINGO NG Chief Financial Officer and Director 10/17/06
Hon Tak Ringo Ng (Principal Financial and Accounting Officer)

/s/ PO YEE ELSA YUE Director 10/17/06
Po Yee Elsa Yue

/s/ WING KWAN TED LAI Director 10/17/06
Wing Kwan Ted Lai

/s/ KELVIN WONG Director 10/17/06
Kelvin Wong

/s/ ANDREW N. BERNSTEIN Director and Authorized 10/17/06

Andrew N. Bernstein Representative in the United States
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EXHIBIT INDEX

Exhibit
Number

The following exhibits are filed herewith or incorporated by reference herein:

3.1 Memorandum of Association of the Company*
3.2 Articles of Association of the Company*
4.1 Form of Short Term Warrant issued pursuant to the Securities Purchase Agreement dated as of

September25, 2006**

4.2 Form of Long Term Warrant issued pursuant to the Securities Purchase Agreement dated as of
September25, 2006**

5.1 Opinion of Andrew N. Bernstein, P.C.

10.1 Securities Purchase Agreement dated as of September25, 2006 covering the sale of 1,466,668 shares of
common stock and 603,577 common stock purchase warrants**

10.2 Form of Registration Rights Agreement entered into pursuant to the Securities Purchase Agreement
dated as of September25, 2006**

23.1 Consent of Moores Rowland Mazars, Independent Registered Public Accounting Firm

23.2 Consent of Andrew N. Bernstein, P.C. (included in Exhibit5.1)

* _incorporated by reference to the Exhibits to our Registration Statement on Form F-1 and pre-effective and
post-effective amendments thereto, SEC File No.333-7912, declared effective on Aprill5, 1998.

** _incorporated by reference to the Exhibits to our Report on Form 6-K filed with the SEC on September27,
2006, SEC File No.0-29620.



